


The Third Sector in Europe

The role of the third sector within European society is an extremely topical
subject, as both governments and the EU continue to consider the role these
organizations can play in providing essential public services. This book presents
contemporary research into this emerging area, exploring the contribution of this
important sector to European society as well as the key challenges that the sector
and its components organizations face in making this contribution.

This volume brings together for the first time a range of challenging perspec-
tives upon the role and import of the third sector for European society from a
variety of disciplines – including economics, sociology, political science, man-
agement and public policy. Areas covered include the third sector, civil society
and democracy, relationships with government, its impact on social and public
policy, the growth of social enterprise and of hybrid organizations as key ele-
ments of the sector and the future challenges for the sector in Europe.

This book will be of great interest to students and researchers engaged with
Public Policy, Public Administrations, Public Services Management, Social
Policy and Non-Profit Studies.

Stephen P. Osborne is Professor of International Public Management at the
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Part I

Introduction





1 Key issues for the third sector in
Europe

Stephen P. Osborne

Introduction

The third sector1 is an ever more important element of the institutional mix in
Europe. It has been famously described elsewhere as ‘a loose and baggy
monster’ (Knapp and Kendal 1995). Over the past decade its significance in
European nations has been heightened considerably and its import now stretches
across a number of significant elements of European society. Inter alia, it has
implications for:

• the creation and sustenance of civil society;
• the efficient and effective delivery of public services;
• the development of socially responsible businesses and social enterprises;
• the promotion of social inclusion and the regeneration of deprived

communities and;
• democratic culture and accountability.

Because of this growing importance, social scientists across Europe have turned
their attention to the study of this sector. This has generated a range of research
networks dedicated to the third sector. These include, but are not limited to:

• the EMES network of researchers on social enterprise;
• the EGPA workshop on the impact of the third sector on public administra-

tion;
• at an international level, the International Society for Third Sector Research

(ISTR) and the Association for Research on Non-profit and Voluntary
Action (ARNOVA) and;

• at a national level, such networks as the Voluntary Sector Studies Network
(VSSN) in the UK.

These are all important research networks, but they do have limitations. The
EMES and EGPA networks are unequivocally dedicated to the study of a spe-
cific issue, the international networks by their nature have a focus beyond
Europe, whilst the national networks are explicitly sub-European in their focus.



The third sector in Europe

This book is intended to be the first stage in the creation of a genuinely pan-
European body of research and theory that will explore and analyse the third
sector from a manifestly European perspective. This is important for three
reasons. First, there is a distinctive institutional arena for the third sector within
Europe, and especially within the European Union (EU). Second, many pre-
existing models of the sector and its relationship to the state have developed in
the US. Whilst many of these are valuable, European society and institutions are
distinctive and it is important to develop theory and research that addresses this
distinctiveness. Third, the sector exists at the cusp of a number of key issues for
European society over the coming decade. As identified above these include the
promotion of social inclusion, the enlargement of the EU, the creation and/or
sustenance of civil society, and the delivery of public services to local
communities. The study of the sector itself will thus also contribute to our
understanding of these other issues.

Within this broad area, a number of themes have particular importance:

• Do the concepts of civil society and social capital help us to understand the
relationships of third sector organizations to society – or rather do they
obfuscate it? Can and does the third sector have a role in democratization in
Europe?

• What are the implications of the growth of the third sector in Europe
for public policy in general and for issues of social inclusion in
particular?

• What role(s) do/should third sector organizations play in the provision of
public services – and are social enterprise a core element of this role, or a
distraction?

• What are the implications of the New Public Governance (Osborne 2006)
for the third sector – and does it have implications for the role of the third
sector in the co-production and co-governance of public services?

• What is the pattern and import of relationships between third sector organi-
zations and local/central government – and particularly as the latter is
engaged in a period of profound reform across Europe?

• Are new forms of hybrid organizations emerging from the third sector as a
result of their increasing interpenetration of and by the public and private
sectors?

• What is the role of social enterprise in Europe – can it combine a contribu-
tion to social policy with one of economic regeneration?

• What are the implications of the growth of the EU for third sector organi-
zations in Europe and especially in the new accession states?

• Does Voluntary Sector Modernization (Osborne and McLaughlin 2004)
have implications for the resources, internal structure, management and
governance of third sector organizations?

4 S. P. Osborne



In addressing theses themes this volume is thus intended to:

• challenge and test existing models and paradigms concerning the third
sector in Europe;

• stimulate the emergence of new evidence and theory about the third sector
in Europe;

• encourage the inter-disciplinary study of the sector and;
• provide a critique of existing institutional arrangements across Europe for

the interface between the state, the market and the third sector.

In drawing together this collection it is important to highlight three points. First
there has been no attempt to impose one definitive definition of the ‘third sector’
or ‘third sector organizations’. A distinctive element of European experience is
its diversity and this is reflected here, offering the reader the opportunity to draw
their own conclusions. Second, inevitably the chapters below address cross-
cutting themes, if from slightly different perspectives. This allows some triangu-
lation of our knowledge of the third sector in Europe. Finally this volume is
intended as a starting point for the development of a distinctive European body
of theory and knowledge on the third sector. It is intended to stimulate debate
rather than to provide the final or ultimate statement.

Following on from this introductory chapter, therefore, this collection is
grouped around eight themes arising from the above discussion. The first three
chapters address the relationship between the third sector and civil society,
social capital and democracy. Jenei and Kuti examine the nature of ‘civil
society’, its relationship to the third sector and place this relationship at the heart
of the development of the transitional nations of Eastern and Central Europe.
Wollebaek and Selle then provide a critique of the concept of ‘social capital’ in
European experience, contrasting the socialization perspective on it with one
from institutional theory. Finally in this section, Balogh offers an important
empirical exploration of the role of the third sector in the democratization
process in Romania.

In the Part III, attention is turned to the third sector and public policy. Lars
Skov Hendriksen and his colleagues offer a detailed empirical examination of
the capacity of the sector to engage in public policy objectives in Denmark.
Marthe Nyssens then introduces the concept of ‘social enterprise’ and asks what
contribution such organizations can make to the social inclusion agenda in
Europe. The concept of social enterprise is returned to below.

Part IV of this book follows on to deepen our understanding of the important
role of the sector in delivering public services. Brandsen provides a meta-
theoretical perspective on this role. Nemec then offers empirical evidence about
trends in Slovakia before Osborne and Chew dissect one classically espoused
attribute of the third sector in providing public services: their innovative
capacity.

Part V develops this debate, by an examination of the concept of co-
production. Pestoff provides a Scandinavian perspective on this, based on
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Swedish experience, whilst Manfredi and Maffei offer a Mediterranean one,
rooted in Italian experience.

Part VI moves on to the perennially significant and over-arching issue of rela-
tionships between the third sector and government, in its widest sense. Göymen,
Fric and Randma-Liiv and her colleagues offer three perspectives on this rela-
tionship, from a Turkish, Czech and Estonian perspective.

Part VII presents a further emerging concept that is being used to make sense
of the third sector in European society – that of ‘hybrid organizations’ where the
third sector interacts at an organizational level with the public and private
sectors. Evers introduces this concept and explores the challenges it offers to
third sector theory in Europe. Honingh then provides a contrasting empirical
analysis, exploring the impact of hybridity upon managerial roles in the third
sector in the Netherlands.

Part VIII returns to the social enterprise perspective introduced earlier, with
Vidal and Ziomas offering contrasting experiences from Spain and Greece,
respectively.

The concluding section contains two papers. First, Jegers considers the
implications of this changing European context for the third sector for their
internal management, from a distinctively economic perspective. Finally
Kiviniemi draws together the state of our knowledge and sets out some key
research questions to develop further our knowledge of the third sector in
Europe.

Notes

1 A range of terms are used to describe this sector, including the third sector, the volun-
tary and community sector, the non-profit sector, the social enterprise sector and civil
society. Each of these has a distinctive conception of the sector which will be explored
in this volume. In this introductory chapter, the term ‘the third sector’ will be used to
describe the subject matter of this volume, without prejudice.
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Part II

Civil society, social capital
and democracy





2 The third sector and civil society

György Jenei and Éva Kuti

The definition of civil society

The very essence of the modern usage of the term “civil society” was to demar-
cate a clear distinction of state and society and was conceptualized by the
German philosopher, Georg Wilhelm Friedrich Hegel in his Elements of the
Philosophy of Right. In his “triad” concept, civil society was distinguished from
the macro community of the state and the micro community of the family. The
term civil society, however, has a long history. It is definitely older than the
modern world. In ancient Greece, for instance, “civil society” was closely con-
nected with the Aristotelian notion of an ideal way of life.

Today, there are many definitions of civil society. Perhaps the working defin-
ition from the London School of Economics Centre for Civil Society provides a
relevant orientation:

Civil society refers to the arena of uncoerced collective action around
shared interests, purposes and values. In theory, its institutional forms are
distinct from those of the state, family and market, though in practice, the
boundaries between state, civil society, family and market are often
complex, blurred and negotiated. Civil society commonly embraces a diver-
sity of spaces, actors and institutional forms, varying in their degree of for-
mality, autonomy and power. Civil societies are often populated by
organizations such as registered charities, development non-governmental
organizations, community groups, women’s organizations, faith-based
organizations, professional associations, trade unions, self-help groups,
social movements, business associations, coalitions, and advocacy groups.

(http://pages.britishlibrary.net/blwww3/3way/civilsoc.htm) 

Moreover, in the EU member countries, the current definition has two types
of historical background. On the one hand, in Central and Eastern Europe (CEE)
in the 1970s and 1980s the term was used by oppositional movements and their
intellectual leaders (Havel, 1985; Konrád, 1984; Michnik, 1985) in order to
express their criticism of the ruling totalitarian or authoritarian political system.
In this context, the very existence of horizontal social structures, or “small



circles of freedom” (Bibó, 1986), was an expression of society’s antagonism
towards autocratic political regimes. This moral resistance to totalitarian oppres-
sion had potential for important civil society initiatives, even under the con-
ditions of limited political freedom. In the longer run, horizontal social
structures were supposed to develop to the detriment of vertical social structures,
thus creating a society built from the bottom up, and in which some control
could be gained over policy makers. This vision of the development of civil
society had an impact on political thinking far beyond the borders of the Soviet
bloc.

Ostensibly, in the state socialist system a third sector simply could not exist
independently of the ruling state ideology. Despite this ostensible pre-condition,
numerous groups, including mainly membership groups, closely related to so-
called “mass organizations” existed. There were many member-serving clubs
that fulfilled functions similar to those of voluntary associations in market
economies, particularly in the fields of sports, culture and recreation (Jagasics,
1992). These organizations provided goods and services for their members as
well as for a limited public. The same holds true for quite a number of clubs
funded and run by state-owned enterprises.

After the collapse of the state socialist system a new phase in civil society
activism began. In the new political system, local activists used their newly won
freedom and the number of clubs and voluntary organizations mushroomed,
particularly in those fields which had not previously been tolerated by state ideo-
logy (Kuti, 1996). Cases in point are activities associated with formerly unmet
specific needs for educational, health or social services, and with new social
movements such as environmental, pacifist and solidarity groups. Besides the
member-serving organizations and clubs engaged mainly in recreation, sports
and culture (e.g. hunting associations, football clubs, folk art associations, etc.),
there also emerged service-providing nonprofit organizations (e.g. foundation
schools and kindergartens, nursing homes, etc.) and advocacy groups principally
pursuing political objectives (e.g. organizations protecting and representing the
interests of ethnic minorities, the physically disabled, victims of political
oppression, etc.).

The motivation behind the establishment of the numerous nonprofit organi-
zations in the early 1990s was mainly the citizens’ desire to actively influence
the development of the new economic and political system, to participate in the
decision-making process, to ensure some autonomy, to strengthen the local iden-
tity, to control and influence the local authorities, to promote cultural, ethnic,
religious and linguistic diversity, to develop local information networks, to
educate citizens and to encourage them to behave as citizens. These civil society
functions have become all the more important because political transition
brought about fundamental changes in all parts of society and the economy,
causing a lot of people to lose orientation and feel endangered in the early
1990s. Voluntary organizations and the additional resources (donations, govern-
ment support, tax advantages) available through them served as lifebelts for
numerous individuals. Whether they wanted to protect themselves or to seize
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new opportunities, citizens had to form alliances, action groups and advocacy
organizations. 

Voluntary organizations have also played an important role in the process of
social restructuring. People changing their social and economic positions often
feel that they have to leave their old organizations and find (or establish) new
ones where they can meet the members of their new class. Membership in vol-
untary associations, participation and volunteering are essential elements of their
status-seeking behavior (Collins and Hickman, 1991).

In the traditional EU member countries on the other hand, the term “civil
society” has had a different and more complex historical background. The origin
of the term can be found in the early liberal writings of the nineteenth century,
such as those of Alexis de Tocqueville. He emphasized that the role of civil
society in a democratic political system is crucial. Moreover, he pointed out that
the stability of democracy is dependent on the strength and dominant impact of
civil society.

The dominant role of civil society was reinforced from the 1970s onwards
and was connected to the shift from representative democracy to a new wave of
democratization closely linked to various forms of participatory democracy.
Later, the social capital approach emphasized the importance of social
coordination. Robert Putnam (1993) stated that the existence of social capital
makes democracy work. He brought to the fore the role of social trust, societal
networks and civicness in the associational involvement and participatory
behavior of the citizenry.

In the 1960s and 1970s a series of movements and intentional communities
mushroomed in the traditional EU countries and all around the modern world.
They built up alternative housing systems (organized squatting, tipi making,
house-sharing “crash pad networks” which were supported by information
centers) and alternative travel services were created by car-sharing networks or
by hitching. Similarly, alternative social structures were established in a bottom-
up way (alternative soup kitchens, free bookshops). For example, in the 1970s a
partially self-governing neighborhood was established in Copenhagen. The
independent community, with semi-legal status, called “Christiana” emerged
when a group of hippies took over an area of abandoned military barracks. The
community is still alive today.

Religious and pseudo-religious groups represent special types of societies for
alternatives. They provide a framework for the emergence of alternative
lifestyles all around the world in the form of ashrams, kibbutzim, Buddhist
monasteries, Rastafarians, Hare Krishna movements, Shaker and Amish
movements.

All the above enlisted forms of alternative societies and societies of alternat-
ives have one thing in common: they provide special solutions for the political
empowerment of civil society. In this form of empowerment, citizens look for
tools and methods of taking control of their own lives, turning against the polit-
ical power of the state and the public sector and against the economic power, the
market-type mechanism dominating the private sector.

The third sector and civil society 11



The definition of the third sector

The term “third sector” covers a lot of different types of organizations. These
organizations differ from each other by their founding origins, by their funding
resources and by their functions. Generally, they do not like to consider them-
selves as “third sector organizations”. They prefer to be identified more closely
with their particular character: i.e. we are a charity or voluntary organization or
we have service provision or advocacy functions.

The term “third sector” also has different meanings. In Japan, for example,
since the 1980s, the third sector (known as the Daisan sector in Japan) refers to
joint corporations created by a joint investment of the public and private sectors.
In the United Kingdom, the third sector is considered to be a place between the
public and private sectors. Another approach (Evers and Laville, 2004) puts a
greater emphasis on the intermediary nature of third sector organizations within
welfare pluralism and on the process of “hybridization”, the emergence of multi-
stakeholder arrangements in the provision of welfare services.

There is tremendous diversity among the third sector organizations and this
diversity 

is reflected in many terms used for its description. Each one of the com-
monly used terms points out a certain aspect of its character: “third sector”
(as a sector active between the state and the market), “nonprofit sector”,
“voluntary sector”, “public-service sector”, “non-governmental organi-
zations” (internationally referred to as NGOs), “non-state organizations”
(i.e. organizations of a non-state character), “charity (humanitarian, philan-
thropic) organizations”, “self-help groups, clubs, organizations”, the British
term “non-statutory sector” (i.e. not required by law, non-compulsory), or
“informal sector”, the American term “tax-exempt sector”, the French term
“économie sociale” (used in France and Belgium, and increasingly, in Euro-
pean Union institutions), or German terms such as “gemeinnützige Organi-
zationen” and “gemeinwirtschafliche Unternehmen”.

(Anheier and Seibel, 1990, quoted in Fric and Bútora, 2003, p. 146)

In spite of the diversity of its organizations, some general statements on the third
sector can be made. First, the term “third sector” was coined by Etzioni (1973)
and it meant a third alternative sector between the state and the market. Accord-
ing to Etzioni, the main advantage of these organizations is in their combination
of the entrepreneurial spirit and organizational effectiveness of the business firm
with the common-good orientation of the public sector.

Third sector organizations have an “intermediary role” between state and
market and they constitute a very specific segment of modern societies. Their
special features can be summarized as follows: they obey the non-distribution
constraint that exclusively allows re-investment of profits but not their distribu-
tion among the members and/or the employees of the organization; they are
private organizations, albeit operating within the public sphere and for the
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common wealth; voluntary participation is a key feature of third sector organi-
zations. Thus, there is a clear distinction between third sector and communitar-
ian entities, such as families or clans (Priller and Zimmer, 2001).

The incentives and motives of the establishment of these organizations are
also different from the motivation behind the creation of public sector and
private sector organizations. The central value basis of third sector organizations
is reflected in their willingness to serve as vehicles for participation and social
integration.

Different disciplines (economics, sociology, political sciences) have differ-
ent primary foci on third sector organizations. For economists, the non-distrib-
ution constraint is the most interesting feature. In accordance with the
institutional choice approach, third sector organizations offer an institutional
alternative to social service provision by private enterprises or government
entities. Sociologists are interested in the potential of third sector organi-
zations to provide avenues for societal integration. They perceive these organi-
zations as bedrocks of social milieus and societal communities and, therefore,
as transmitters of values and norms. Political scientists are also primarily
interested in the service delivery function of third sector organizations, per-
ceiving them as actors within public–private partnerships, particularly in the
welfare domain.

Third sector organizations (TSOs) are also called non-governmental organi-
zations (NGOs). This is justified mainly in the case of different social groups or
associations pursuing matters of interest to their members or to certain social
groups by lobbying, persuasion or direct action.

Many NGOs – considering the label too broad for them – prefer the term
“private voluntary organization” (PVO) or private development organization
(PDO). A 1995 UN report noted that there were nearly 29,000 international
NGOs. Among those is the International Red Cross, founded in 1863 and the
world’s largest humanitarian NGO. In terms of the number of national and local
organizations, the United States and India were the forerunners with an esti-
mated two million NGOs.

Non-governmental organizations form a heterogeneous group. As a result,
very different typologies have been created in order to classify them. The typol-
ogy of the World Bank, for example, divides them into operational and advo-
cacy groups.

The primary purpose of an operational NGO, however, is the design and
implementation of development-related projects. One categorization that is fre-
quently used is the division into “relief-oriented” or “development-oriented”
organizations. Operational NGOs can also be classified according to whether
they stress service delivery or participation; whether they are religious or
secular; and whether they are more public or more private-oriented. They can be
divided into the groups of community-based, national and international organi-
zations as well.

The primary purpose of an advocacy NGO is to defend or promote a specific
cause. As opposed to operational project management, these organizations
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typically try to raise awareness, acceptance and knowledge by lobbying, press
work and activist events.

According to a more detailed typology, the following types of NGOs exist:

• INGO, or international NGO, such as CARE, RESPECT Refugiados, Inter-
national Alert, ADFA-India and Mercy Corps;

• BINGO, business-oriented international NGO;
• RINGO, religious international NGO such as Catholic Relief-Services.

RINGO is also an abbreviation for Research and Independent Non-
governmental Organization;

• ENGO, environmental NGO, such as Global 2000;
• GONGOs are government-operated NGOs, which may have been set up by

governments to look like NGOs in order to qualify for foreign aid;
• QUANGOs are quasi-autonomous non-governmental organizations, such as

the International Organization for Standardization (ISO), which is not purely
an NGO, since its membership is by nation, and each nation is represented by
what the ISO Council determines to be the “most broadly representative”
standardization body of a nation. Now, such a body might or might not be a
non-governmental organization. For example, the United States is represented
in ISO by the American National Standards Institute, which is independent of
the federal government. However, other countries can be represented by
national governmental agencies – this is the trend in Europe.

Duality in the third sector

As we have already noted, third sector organizations – backed and supported by
the civil society – have an intermediary position between the state and the market,
and between the state and society. But this intermediary position is often threat-
ened by the actions and policies of government and by the private sector as well.

Market type organizations have two kinds of relationships with TSOs:
public–private partnership (PPP) and/or sponsoring relationships. In this context, we
use the term in its widest sense: sponsoring embraces both disinterested, generous
corporate donations to third sector organizations and sponsors’ payments related to
business interests (e.g. investment in prestige, cause related marketing, etc.).

The main differences between PPP and sponsoring are:

• In a sponsoring relationship, the private donor is not directly involved in
policy making.

• Sponsoring is generally connected to special programs with financial needs
additional to the already available resources.

• Sponsoring is a direct contact between service providers and foundations
established by private enterprises.

(Strünck and Heinze, 2001)

In a sponsoring relationship, the independent position of TSOs is sometimes
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limited by the influence of the donor enterprises. There are even more chances
for such an influence (though, ideally, mutual) in the public–private partner-
ships. This collaboration between the public and private sectors whose purpose
is to support or provide public services has developed a wide variety of different
structures. The actual forms of co-operation and the division of labor between
the partners determine whether third sector organizations can play a significant
role in developing welfare policy or whether they are simply treated as vehicles
of policy implementation.

Governmental policies also can decrease or increase the independence of TSOs.
For example, when US President Ronald Reagan cut back government spending
on welfare issues, top civil servants pressured TSOs to deliver more social ser-
vices. The consequence was that large private independent foundations came
together to take action against the neo-liberal revolution and tried to protect at
least the bare minimum of the welfare state (Anheier, 2005, p. 301–327).

Third sector organizations have to face similar challenges in the CEE coun-
tries as well. Not having strong and large independent foundations, CEE third
sectors are quite vulnerable (Osborne et al., 2005). Their problem is not simply
how they can resist if the government makes efforts to limit their independence.
TSOs also need to convince the government that their contribution to the devel-
opment of democracy and service provision is crucial, and thus they deserve
public support.

Nowadays, two competing views are of similar importance – especially in
CEE. One view sees the third sector as an expression of civil society, rooted in
democratic culture (in CEE, an emerging democratic culture) and based on
social participation (in CEE, a broadening social participation). According to the
other approach, the third sector is basically an extension of the central and local
governments; third sector organizations play an important role in the provision
of public services (Jenei and Kuti, 2003). A number of country reports (Salamon
et al., 1999) confirm that this duality can be found among third sector organi-
zations all over the world.

The duality issue becomes much more complicated when the multifunctional
character of third sector organizations is taken into consideration. The service
provision and civil society functions can be combined even at the level of indi-
vidual organizations. Non-govermental service providers can also carry out lob-
bying activities for the interests of their members or of a larger social group.
Besides providing their members with some services, voluntary associations can
also serve the broader public interest. Even the member-serving non-govern-
mental organizations can be important actors of empowerment, social inclusion
and fostering solidarity.

This multifunctionality raises the question of potential conflicts between the
different functions and also between the TSOs and their supporters. Donors
financing non-governmental service provision are not necessarily enthusiastic
about the advocacy work of the supported organizations, especially not if these
TSOs are outspoken critics of their supporters’ political and business activities
or initiators of alternative modernization efforts.
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This problem has emerged, quite sharply, in CEE countries, thus a detailed
exploration of the financial aspects of duality seems to be necessary.

Financial aspects of duality

Based on the limited statistical data available,1 Figure 2.1, even in its simplicity,
clearly displays that there is a close connection between the third sector organi-
zations’ main function and their major revenue sources.

Member-serving civil society organizations (leisure and sport clubs, profes-
sional advocacy groups, small local voluntary associations which are not regis-
tered as “public benefit” organizations) can mainly rely on membership fees and
service income. This means that they are more or less dependent on their
members’ purchasing power. Neither private donors nor government authorities
consider them an important target group.

The service fees, sales and dues can only increase if member serving TSOs
manage to significantly widen the scope and variety of their activities and they
are able to offer what their members are ready and able to buy. This financial
constraint on their activities, along with their need for attracting additional fee
income, may easily result in neglecting their civil society functions and moving
toward professional service provision, thus attracting less and less donations.
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By contrast, the most important recipients of private donations are civil
society organizations serving public interest (voluntary associations and founda-
tions registered as “charitable” or “public benefit” organizations, not involved in
large scale service provision, operating mainly in the fields of culture, education,
science, social and health care, environment, etc.). Due to the cyclical nature of
private contributions, they have some funds to be invested, thus they also have
access to a considerable amount of investment income. 

Private giving, however, operates from a small domestic base in the CEE
countries. Both individual and corporate donors suffer from a very similar
problem, that of limited resources. Though surveys of giving (Czike and Kuti,
2006; Kuti, 2005) confirm that the majority of private people and corporate
managers are willing to help voluntary organizations and contribute to the solu-
tion of social problems, the same surveys and statistical data also show that the
actual individual donations are rather small. Consequently, despite its high pro-
portion, the volume of private donations flowing to public-serving civil society
organizations is still a relatively low amount of money. It does not cover the
costs of activities which, in an ideal case, would let these TSOs fulfill their civil
society functions.

This shortage of private contributions raises the question of whether the con-
centration of government funding in the service-providing segment of the third
sector is acceptable. Civil society organizations argue that decades of state
socialism did as much harm to organized civil society as to nonprofit service
providers, thus CSOs should also be entitled to claim some “recovery assis-
tance” from the government. While this claim is generally considered legitimate,
nevertheless, the public-serving nonprofit service providers (nonprofit schools,
kindergartens, hospitals, nurseries, theatres, culture centers, etc.) remain the
single most important beneficiaries of state funding.

The actual forms of government support to service-providing TSOs are mani-
fold and their system is quite complicated. Beneficiaries can receive state
support in many different forms, from several different government agencies
and  through various mechanisms of distribution. The most important forms of
support are:

• Government grants which can be either lump sum subsidies or project-
related grants. These grants may come directly from state budgets on the
decision of the Parliament, from the central government or ministries, from
special government funds (e.g. National Fund for Vocational Training,
Labor Force Fund, National Cultural Fund, National Fund for the Protection
of Environment, etc.) or from local governments. They can be distributed at
the discretion of government bodies, with the help of special boards or
expert committees, and through an open competition.

• Per capita government support which relates directly to the number of
clients. Its amount can be guaranteed by the budget law but it can also
depend on the donor’s decision. Per capita state support can be transferred
to service providers through the ministries, through public authorities and
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through local governments. It can be received (after eligibility has been
determined) in the form of contracting out services, and as a result of the
decision of government authorities.

Though most forms of government support already existed in the early 1990s,
there have been some important changes in recent years. First, project-related
grants have become the dominant form of government support, while lump sum
subsidies to TSOs have almost disappeared. The shift from general funding to
specific project grants has made government support a bit more transparent and
more easily available for nonprofit service providers. Second, the importance of
service-related per capita subsidies and contracting out services has noticeably
developed. Third, competitive bidding has become an important mechanism in
the distribution of all kinds of state support. A large part of government grants
and contracts are now available through open competition, and thus are mainly
available for those larger and stronger TSOs which can prove that they are
important partners in the provision of welfare services.

As a consequence, the distribution of public support to TSOs is highly con-
centrated. The beneficiaries are significantly larger and much more “affluent”
than other institutions of the third sector. The government clearly prefers sup-
porting a limited number of organizations which are strong enough to play
important roles in meeting public needs, and can be relatively easily held
accountable.

This service-providing segment of the third sector is not far from “being pro-
pelled to a role as:

• an agent of modernization, able to exert pressure for change over govern-
ment institutions, and particularly local government, and towards itself
being

• a subject of modernization, with consequent challenges for its own gover-
nance arrangements and performance management regimes”.

(McLaughlin, 2004, p. 557) 

This is a serious danger all over Europe, but it is especially important in the CEE
region. CEE countries still have to cope with a series of modernization and
democratization challenges. They can hardly afford to lose or to weaken civil
society actors. If these latter do not get enough private donations and therefore
require government support, they have to receive it in a way which does not
create dependence on the state. This reasoning has led to the development of two
innovative methods of financing: the “1% system” and the “National Civil
Fund” (NCF).

These methods, as shown in Figure 2.1, have proved to be quite efficient in
channeling government support to civil society organizations without making
them dependent on public authorities. 
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Support but not dependence from the state

The first of the two new support schemes, the 1% system, was originally intro-
duced in Hungary in 1997 with the aim of strengthening civil society, helping its
institutionalization and supporting the everyday operation of CSOs without
gaining control over them and endangering their independence. The 1% system
became well known in the CEE region very quickly. Since then, similar support-
ing schemes have been developed in Lithuania, Poland, Romania and Slovakia.
The idea of the 1% system is to let private citizens decide on the distribution of
government support. This new financing scheme2 permits the transfer of one
percent of personal income tax payments to TSOs. Taxpayers are authorized to
choose a civil society organization to which they want their funds allocated. 

Several different kinds of third sector organizations are eligible for the 1
percent designation. Namely, TSOs which are engaged in preventive medicine,
health care, social services, culture, education, research, public safety, human
rights, environmental protection, protection of cultural heritage, sports and leisure
time activities for the youth and the disabled, care for the elderly, the poor, the
handicapped, children, national and ethnic minorities can all get 1 percent support
if they have been in existence for a considerable period, are independent of polit-
ical parties and do not support candidates for political office, and they are not in
arrears with tax and duties, or they agree that the amount they would receive from
the personal income tax is used to pay or decrease their debt.

The 1 percent designation is part of the individual’s tax declaration. The
financial transfer itself is made by the tax authority. If the taxpayer does not
name a recipient organization or makes some formal mistake when preparing the
designation declaration, the 1 percent transfer is negated and the entirety of the
individual’s tax payment remains part of the central budget. Similarly, the trans-
fer is not made if the designated organization is not eligible, cannot get the
necessary certificates within the established deadline or thinks that the costs of
meeting all the application and reporting requirements would be higher than the
amount it could receive.

Public authorities play only administrative roles in the process; they do not
have any influence on the actual distribution of the 1 percent support. The
decisions are made by taxpayers who seem to prefer public-serving civil society
organizations to both nonprofit service providers and member-serving voluntary
associations. As a result, TSOs performing civil society functions can receive
public funds through the 1 percent mechanism without becoming dependent on
public authorities.

Obviously, TSOs work hard in order to acquire as much of this kind of
support as possible. Nevertheless, a large number of the taxpayers still do not
make their designation. Consequently, a significant part of the potential 1
percent support remained in the central budget until 2003. Finding a way of
distributing this non-designated 1 percent among voluntary organizations
became a subject of heated debates right after the introduction of the 1% system.
This debate resulted in the creation of another innovative funding scheme, the
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National Civil Fund  (NCF) (Jenei et al., 2005). The  NCF budget depends on
the size of the 1 percent designations. In a given year, it can only distribute
exactly the same amount of money that the taxpayers’ gave to designated recipi-
ents in their tax declarations earlier that year.3

The NCF’s main goal is to support the operating costs of civil society organi-
zations. At least 60 percent of its money must be spent to this purpose. Besides
operating costs, another 30 percent of the fund may be devoted to a variety of
purposes, including the public benefit activities of civic organizations, domestic
and cross-border events, membership and participation in international civic net-
works, research, education, advisory work and publications about civil society.
The NCF may also offer matching grants and there is a possibility to allocate
funds to re-granting organizations. The remaining 10 percent of the fund balance
covers the administration costs of the NCF itself. Eighty percent of the NCF’s
sources are mandated to be distributed either as non-refundable or as refundable
grants through open application schemes.

Civil society organizations, such as associations, societies and foundations,
are eligible to receive support from the NCF. Parties, trade unions, employers’
federations, mutual insurance associations, churches, public benefit companies,
and public law foundations established by state or municipal institutions are
explicitly excluded. Organizations must be at least one year old and active (i.e.
operating) to be eligible.

The National Civil Fund is composed of two types of decision-making
bodies: the Council and the Colleges.4 The Council makes the strategic
decisions,  sets the NCF’s priorities, divides its resources among the various pur-
poses and develops its other rules. The Colleges are operative grant-makers:
they accept or reject the applications for NCF grants.

The overwhelming majority of the members of both decision-making bodies
are civil society representatives. They are selected through a sophisticated open
electoral system which is supposed to ensure that TSO representatives have a
decisive voice in the distribution of NCF funds. While the 1% system delegates
decision-making rights to the citizens themselves, elected representatives of
TSOs are the key actors in the redistribution through the National Civil Fund.
Figure 2.1 shows that this arrangement is advantageous for the TSOs performing
civil society functions and brings government funding closer to the support of
the interests of the civil society. At this point the question can be raised: what is
the impact of the duality in service provision to the other functions of TSOs? 

Governance, civil society and the third sector

The ongoing shift from government to governance in the European Union (van
Kersbergen and van Waarden, 2004) has changed the role of the third sector
organizations and the civil society. Indeed, civil society was among the initiators
of the shift to governance, with its expectations and higher demands. In the
course of the shift, governance arrangements have emerged in the EU – at Euro-
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pean, national and subnational levels – involving different actors, diverse stake-
holders (not only state actors anymore) such as business associations, lobby
groups, public interest groups and service providers. The role of civil society has
thus become twofold, as:

• a constant external pressure, requiring a shift toward governance;
• an increasing role in the governance of public service networks, and with

growing influence on the bargaining and deliberation processes of the regu-
latory state in the policy arenas – and with an increasing role in social dis-
tributive policies both in terms of services provision and also the
decision-making processes. 

In the EU member countries in the past decades essential reform steps have been
taken in public governance and management. These reform steps were triggered
by a changing (civil) society with new and different expectations, and by the
demand of third sector organizations for more involvement in service provision,
for more empowerment in public policy making, and for a more efficient, open
and transparent, more customer oriented, more flexible, accessible and consultat-
ive government, more focused on performance.

The expectations of civil society and the demands of third sector organi-
zations are of essential importance in the shift from government to governance
in general and in the strengthening of openness and transparency, in enhancing
public sector performance, in modernizing accountability and control in the cre-
ation of new organizational settings, in the use of market type mechanism in
particular. It is not a completed process yet, of course. We are in the middle of
the creation of essential new relationships between government and civil
society, and among market type, public, and third sector organizations.

It has been demonstrated elsewhere during the last decades that the same
reform steps produced quite diverse results in different EU member countries
(Pollitt and Bouckaert, 2000). The modernization process is hence context
dependent, and the influence of the following factors is significant:

• the strength of civil society;
• the capabilities of civil society in articulating, expressing and implementing

the interests of different social groups;
• the level of social capital, encompassing social trust;
• the level of vertical and horizontal value orientation in creating networks; 
• the service provision power of third sector organizations; and
• the strength of the demand of civil society for making a shift from the

“input legitimacy” of modern democracies to the “output legitimacy”,
which means to a “participatory democracy”.

In 2005 the role of civil society and its organizations was evaluated in detail by
the OECD, in the context of basic European administrative principles (OECD,
2005). The main conclusions of this report, which have relevance here, are: 
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• Openness and transparency – the two basic values of governance – are
strongly emphasized as requirements of a civil society. Increasing openness
and transparency brings third sector and civil society organizations closer
together.

• When civil society receives relevant and understandable information on
governance activities it means that TSO activities can also become open and
transparent to the public. Relevant and understandable information
enhances citizens’ access to services and the opportunity to participate in
decision making. The lack of relevant and understandable information trig-
gers falling levels of social trust. Citizens’ trust in TSOs is reduced when
they are not informed as to their specific activities. Therefore, TSOs are
required to raise their own standards of openness and transparency – even
accountability – in order to maintain their creditability and legitimacy
toward civil society.

• The credibility of TSOs depends on their public watchdog function as well.
In many EU countries, across many public policy areas, this function has
been strengthened because TSOs are not amateur lobbyists anymore. They
have evolved into highly professional organizations and they can monitor
government performance and provide comprehensible information for the
public. 

While there are traditional sources of independent monitoring of government
performance (e.g. media, international organizations, rating agencies), TSOs
have to become new, influential actors in monitoring activities, because they can
significantly increase the power and vocal demands of the civil society for open-
ness, transparency and accountability. Openness and transparency strengthen
participatory democracy by providing civil society with opportunities to take an
active role in society, by exposing abuse of power and corruption, offering
greater protection against mismanagement and providing greater opportunities
for full range participation in decision making and in service provision.

Civil society has higher demands for an accessible and responsive decision
making and public service provision. This can be required not only from the
public agencies but from the TSOs as well. In some EU member countries,
citizen’s access is enhanced through customer charters, which can establish
appropriate redress mechanisms for citizens from public services.

Enhancing the performance level of TSOs is also an essential requirement
and across the EU, many member states have introduced performance-oriented
budgeting and performance management. Many TSOs already link expenditures
to specific targets. The key issue is to what extent, in the future, performance
results will determine budget allocations and whether the structure of expendi-
tures is dependent upon outcome targets as well.

TSOs are challenged by public agencies and private enterprises in imple-
menting performance management reforms. It is strongly recommended for
TSOs to use performance results to set the priorities of projects and different
activities, to allocate resources within the projects. A regular improvement of
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the decision-making process is also needed based on monitoring the type of
project evaluation. More autonomy is to be given to the managers of TSOs in
using resources for achieving results and improving performance. 

In this context, accountability to the citizens has to be improved. TSOs have
to be accountable toward their members and toward their target groups in order
to increase public trust. Because of scandals, public trust has declined toward
TSOs in some areas. Therefore improvement of transparency and accountability
is crucially important. It has to include reforms in the application of techniques
of performance budgeting and management but also changes in the behavior of
TSO employees.

A final challenge for TSOs is the reorganization of their internal processes
and activities as a consequence of their strategic partnership relationships with
public agencies and the private sector. TSOs now have to compete with organi-
zations from both sectors. In the process of such competition new challenges can
emerge for their management systems and reporting mechanisms.  Reorganiza-
tion of TSOs creates new relationships with their members, with their new
stakeholders and with other citizen groups. These differing demands need to be
balanced by TSOs.

Conclusions

In the EU member countries – depending on differences in their economic,
social and cultural context and on historical traditions – a diversity exists in the
empowerment of civil society and in the involvement of their organizations in
the public sphere. However, some general conclusions can still be drawn:

• The level of the empowerment can be related to the potential shift from
representative (output) democracy to the participatory (input) democracy in
some parts of the EU.

• The bargaining and lobby power of civil society and its organizations has
been increasing in the area of regulatory policy making.

• The service provision function of TSOs in different policy areas has grown
significantly, mainly services provision but with commensurate develop-
ment in  the decision making processes of the distributive policies as well. 

• Civic participation has been strengthening through the emergence of a “civil
dialogue”, which implies a shift from consultation by government to co-
decision making with it. 

• Civil society organizations are accepted by many EU governments and,
accordingly, supported as having important economic and social roles in
democratic societies. 

• The multifunctional character of these organizations is differentiated at the
EU level by distinguishing between operational organizations with service
delivery function and advocacy organizations aiming to have an impact on
the policies of the government, on the behavior of public agencies and on
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public opinion. It means that civil society has the potential to contribute not
only to the improvement of the input, but also to the output, of the  legiti-
macy of democratic societies in Europe. 

Notes

1 These statistical data come from Hungary (Nonprofit szervezetek Magyarországon,
2005) because these are the only ones which are detailed enough and easily available
for the authors. However, we would probably find a similar pattern in other countries
of the CEE region. It is also possible that the pattern would be not too different in the
more developed parts of Europe, either.

2 There are several differences between the national versions of the 1% system. Since
these are not important in the context of the present discussion, we limit ourselves to a
short overview of the original Hungarian scheme.

3 However, the law guarantees that this amount cannot be less than 0.5 percent of the
personal income tax, even if taxpayers’ 1 percent designations prove  to be extremely
low.

4 “College” is a rough translation of the Latin-based Hungarian word “kollégium”. Its
actual meaning is a decision-making board.
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3 Where does social capital come
from?*

Dag Wollebæk and Per Selle

Introduction

The present study re-examines the face to face hypothesis in the social capital
literature by comparing Putnam’s socialization perspective with institutionally
oriented perspectives in a cross-national context. There are main differences
between the perspectives. Both perspectives agree that organizational affiliation
does have an impact on individual levels of social capital. In a socialization
perspective, only active members and volunteers develop social capital through
organizational activity, as only they experience face to face interaction. On
aggregate, members should therefore display higher levels of social capital than
non-members, but active members and volunteers should score even higher on
such measures. There should, however, be no difference between passive
members and non-members. In an institutional perspective, members will tend
to have somewhat higher levels of social capital than non-members as their link-
ages to organizations provide them with direct representation by the organi-
zation, loyalty to a system of collective action and more direct knowledge about
what the organization does by means of newsletters or emails. Social interaction
with other members is not crucial in this perspective. In contrast to the socializa-
tion perspective, therefore, there is no hypothesized effect of active over passive
affiliations.

Rather than the intensity of the involvement, an institutional perspective
stresses its scope: the more linkages, the better. Thus, a passive member of two
associations should have higher social capital than an active member of one.
More important than the individual effects, however, is the impact overlapping
memberships has for society. The number of memberships held in a population
should be a stronger predictor of social capital than the proportion of the popu-
lation which is active. By contrast, the face to face hypothesis asserts that the
number of passive memberships does not compensate for the lack of direct
involvement. Thus, intensity is more important than scope, and active members
of one association should have higher social capital than passive members of
several. Furthermore, societies characterized by numerous passive members
should display lower levels of social capital than societies with fewer, more
active members.
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According to Robert Putnam (1993, 1995a, 2000a; Putnam and Feldstein
2003), social capital is generated through repeated face to face interaction in
“horizontal” networks. Voluntary organizations are seen as the most pervasive
type of such networks, and as such a productive source of social capital. In
Putnam’s recent work (2000a), even more informal types of interactions (e.g.
card games, picnics and dinner parties) are emphasized alongside organizational
involvement, thus reaffirming the prominence of direct social interaction as the
main process through which social capital is created.

However, empirical support for such claims is scant. Stolle (2001) found no
effect of active organizational involvement on trust over time. Wollebæk and
Selle (2002b) found no relationship between the extent of face to face inter-
action in organizations and social capital, a finding recently vindicated by a
French (Mayer 2003) and a Swiss (Freitag 2003) study. Similarly, Dekker and
van den Broek (1998) found no differences between trust levels of volunteering
and non-volunteering members in the US, the Netherlands and Italy. The
tenuous relationship between active participation in organizations and social
capital has led some to conclude that the importance of associations in generat-
ing trust is exaggerated (Stolle 2003). Instead, it is claimed, we should divert our
attention towards the role of public policy and how institutions function (Roth-
stein 2002, 2004; Rothstein and Stolle 2003a, 2003b).

We test the above propositions. While the results confirm that the emphasis
on face to face interaction and socialization is indeed misplaced, they do not
support dismissing or even downplaying the role of voluntary organizations.
Rather, it will be argued, in line with an institutional perspective, that volun-
tary organizations are crucial to the sustenance of social capital – not mainly
as agents of socialization, but as institutions within which social capital is
embedded.

Socialization versus institutional approaches

Putnam (1995b) defines social capital as “features of social life – networks,
norms and trust – that enable participants to act together more effectively to
pursue shared objectives” (p. 665). Thus, social capital is thought to facilitate
concerted action, which in turn enhances democratic vitality, reduces transaction
costs in economic relations, as well as a wide array of other desirable outcomes.1

In the context of democracy, the concept may be deconstructed into three
main components, namely social networks, generalized trust, and civic engage-
ment (Wollebæk and Selle 2002b). Social networks are individual resources that
facilitate goal attainment (Bourdieu 1985), and catalysts and vehicles for trust
and civic engagement (Putnam 1993). Generalized trust, i.e. the attitude that
most people are trustworthy and act in the common interest, is necessary to
overcome collective dilemmas in interaction with strangers (Putnam 1993, pp.
163–164). Civic engagement, a relatively politically active, interested and
knowledgeable citizenry, is a precondition for transforming trust into the type of
collective action that matters for a democracy (Wollebæk and Selle 2002b). In
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the present study, we focus on the second of these components, trust, which rep-
resents the main attitudinal (as opposed to structural) component of social
capital (Hooghe and Stolle 2003), and which is present in any contemporary def-
inition of the concept.

The concept of generalized trust corresponds to thin trust, as opposed thick
trust, which is embedded in personal relations or restricted to certain subgroups
(Newton 1997; Putnam 2000a). While the latter constitutes a form of bonding
(or exclusive) social capital, the former represents bridging (or inclusive) social
capital (Woolcock 1998). The two are not interchangeable, and may even be
inversely related (Putnam 2000a): strong within-group ties are often coupled
with suspicion of outsiders and may affect collective action outside the group
adversely. While both types of social capital are useful to individuals, bridging
social capital and generalized trust are seen as more beneficial to democracy and
social integration than bonding social capital and particularized trust (Putnam
and Feldstein 2003). Thus, in the following, we deal with only the former type.

As social capital, according to Putnam, is generated through social inter-
action, voluntary organizations contribute to the pool of these resources primar-
ily by virtue of facilitating such contacts. This entails that certain types of
affiliations and associations are seen as more beneficial to social capital than
others. First, the value of passive memberships and the organizations relying pri-
marily on their support is dismissed altogether, as they are devoid of face to face
contact.2 Second, broad scope of participation, i.e. several affiliations, does not
compensate for low intensity, i.e. passivity:

An individual who “belongs to” half a dozen community groups may actu-
ally be active in none. What really matters from the point of view of social
capital and civic engagement is not merely nominal membership, but active
and involved membership.

(Putnam 2000a, 58)

Third, associations that are “horizontal” and cut across social cleavages are
seen as more valuable sources of “bridging” social capital than more politically
oriented associations, which tend to be organized along such cleavages. In prac-
tice, this means that non-political and humanitarian associations are seen as
more valuable to social capital formation than, for example, political parties,
interest groups or unions.

In Putnam’s approach, well-functioning institutions are but a result of such
individually generated resources: “institutional reform will not work – indeed it
will not happen – unless you and I, along with our fellow citizens, resolve to
become reconnected with our friends and neighbours” (Putnam 2000a, p. 414).
Although Putnam dismisses the “bottom-up” vs. “top-down”-dispute as a “false
debate” (Putnam 2000a, p. 413), there is no question that individual change pre-
cedes institutional change in his perspective.

However, the opposite direction of causality is equally plausible: trust in
other individuals may emanate from observing that the institutions that adminis-
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ter and regulate society function fairly and efficiently (Rothstein 2002, 2004;
Rothstein and Stolle 2003a, 2003b). This applies first and foremost to the institu-
tions at the “output” side of public policy, such as the police, the judiciary and
welfare agencies. Thus, this argument differs from perspectives emphasizing
trust in authorities in general, or trust in general entities such as “the govern-
ment” or “politicians”. Such attitudes may reflect agreement or disagreement
with partisan politics more than attitudes towards other people (Rothstein 2004,
p. 134).

The argument for institutional trust rests on two pillars. First, people infer
from their personal experiences with civil servants and public institutions (Roth-
stein and Stolle 2003b): if even the officials that are entrusted the responsibility
of guarding common interests are corrupt, then most people are almost certainly
also dishonest (Rothstein 2004; Stolle 2004). If the rules of public institutions
are divisive, unclear and easy to manipulate, people are more likely to believe
that others cheat or otherwise abuse the system to maximize their advantages.
An extension of this argument is that universal welfare arrangements where
everyone enjoys equal rights are less likely to create distrust than selective or
conservative welfare models based on means-testing (Rothstein and Stolle
2003b). Second, well-functioning legal institutions increase people’s confidence
that treacherous behavior will be sanctioned, and people therefore expect others
to act in compliance with the common interest.

However, as Rothstein and Stolle emphasize (2003b, p. 192), institutions
within the public sector are not the only ones that matter. Civil society institu-
tions may also embed trust (Wollebæk and Selle 2004a). The dynamics through
which this may occur are similar to the above. First, cognitive inference applies
to organizations as much as governmental institutions. Experiences of how such
associations function, be they personal or mediated, influence our view of the
cooperative spirit of others. If organizations are successful and visible in a
society, it proves the rationality, normality and utility of cooperation for the
common good.

Second, many organizations act as intermediary structures linking indi-
viduals to society and citizens to the political system. Like other types of infra-
structure, such as roads or telephone lines, they do not need to be used by
everyone all the time in order to be useful; as the benefits of roads are not
limited to the people who at a given time drive them, nor are the benefits of
organizations limited to those who at a given time are active. In a strong organi-
zational society, non-members are aware of the opportunity to get involved in
organizational activity, or to contact organizations for assistance, should the
need arise. Thus, it is acknowledged that institutionalized collective action is not
only rational, normal and useful, but also generally available.

Third, dense, overlapping and interlocking organizational networks create
cross-pressures which have a moderating effect on tension and conflict (Rokkan
1967). Cross-cutting networks have been found to increase tolerance and under-
standing for the argument of others (Mutz 2002). If tensions are reduced
between those affiliated, it is likely to benefit people on the outside of
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organizational society. Obviously, all these arguments presume democracy and
de facto freedom of organization and are only valid in societies with these
characteristics.3

The arguments for an institutional perspective on the contributions of volun-
tary associations are closely linked to classical theories of pluralism and
representative democracy. Such influences are definitely present in Putnam’s
early work (1993), and corresponds with Putnam’s (2000b) concept of rain-
maker effects of organizational activity, which appears in one book chapter. Yet
it breaks radically with the socialization approach in his later work, which is
influenced by theories of participatory democracy (Macpherson 1977; Pateman
1970), particularly the works of Tocqueville (1968), some aspects of communi-
tarianism and social psychological assumptions. These traditions emphasize
quite other qualities of organizations than pluralist approaches. Thus, while
associations are seen as crucial in both a socialization and an institutional
approach, they are so for different reasons, and the relative value that they place
on various types of associations and modes of participation varies. In the follow-
ing, these differences are spelled out as conflicting hypotheses that will be tested
empirically further on.

Specification of hypotheses

Table 3.1 summarizes the diverging views of a socialization and an institutional
approach on the role of organizations in the formation of social capital.
Fundamentally, both perspectives agree that organizational affiliation does have
an impact on individual levels of social capital. In a socialization perspective,
however, only active members and volunteers develop social capital through
organizational activity, as passive members are not exposed to face to face inter-
action. Active members should therefore display higher levels of social capital
than those with passive or no affiliations, but there should be less of a difference
between the latter two groups. In an institutional perspective, members will tend
to have somewhat higher levels of social capital than non-members as their link-
ages to organizations provide them with direct representation by the organi-
zation, moderated views resulting from cross-pressures and more direct
knowledge about what the organization does by means of newsletters or emails.4

The main distinction is between the organized and the non-organized, not
between those exposed to social contact and those who participate by proxy.
Consequently, active and passive affiliations should yield similar levels of social
capital (research question (2) in the table).

Rather than the intensity of the involvement, an institutional perspective
stresses its scope ((3) in Table 3.1): the more linkages, the better. Thus, a
passive member of two associations should have higher social capital than an
active member of one. More important than the individual effects, however, is
the impact overlapping memberships has for society. The proportion holding
multiple memberships in a population should be a stronger predictor of social
capital than the proportion of the population which is active. By contrast,
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Putnam (2000a, p. 58) asserts that the number of passive memberships does not
compensate for the lack of direct involvement. Intensity is in this view more
important than scope, and active members of one association should have higher
social capital than passive members of several. Furthermore, societies character-
ized by numerous passive members should display lower levels of social capital
than societies with fewer, more active members.

Putnam also attributes particular importance to non-political, “horizontal”
associations (4), as they provide plenty of opportunities for social interaction,
and recruit across societal divisions. By contrast, interest groups, unions and
political organizations are seen as divisive and their role for social capital forma-
tion is frequently downplayed (Foley and Edwards 1996, 2001). Thus, from
Putnam’s perspective, we expect those affiliated with non-political associations
to possess higher levels of social capital than members of other types of groups.
Furthermore, societies characterized by many non-political organizations should
score particularly high on social capital in aggregate terms, as Putnam strongly
emphasized in his study of Italy (Putnam 1993).

However, numerous writers in an institutionalist vein have contested the
claim that bowling clubs and music choirs can fill any central role in a demo-
cracy, whether as intermediary institutions or counterweights against state domi-
nance (Berman 1997; Foley and Edwards 1996; Quigley 1996; Rueschemeyer et
al. 1998). Furthermore, their frequently largely localist nature, in a sense, their

Table 3.1 A socialization and an institutional approach to the association-social capital
relationship: hypotheses for empirical examination

Socialization Institutional 
perspective perspective

Research question
1 Effect of organizational affiliation? Yes Yes
2 Intensity: Active members higher 

levels of social capital than passive? Yes No
3 Intensity vs. scope: High intensity 

more important than broad scope of 
participation? Yes No

4 Type: Nonpolitical, horizontal groups 
more valuable than conflict-oriented, 
“vertical” groups? Yes No

5 Does trust in public sector institutions 
increase generalized trust? No Yes

6 Stronger effects at micro- or macro 
level? Equal Macro level

7 Perception of value of organizations 
or participation in organizations? Participation Both (interplay): the

fewer the personal links
to organizations, 
the more important
perception becomes
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very “horizontality”, make them less visible and less useful as a civic infrastruc-
ture and intermediary institutions than federated, hierarchical groups (Skocpol
2003). Moreover, pluralists would assert that the supposedly negative effect of
memberships in conflict-oriented groups is reduced if memberships are multiple
and overlapping. From an institutional perspective, therefore, we would expect
that non-political “Putnam groups” (Knack and Keefer 1997) are less productive
sources of social capital than organizations that are more conflict oriented and
outward reaching.

As shown above, a strong case has been made for the relationship between
trust in institutions at the output-side of government and social capital. We
would expect from this that trust in the institutions of law and order, which in
previous studies have been found to correlate the strongest with generalized trust
(Rothstein 2004, pp. 130–131), is an independent source of social capital
(research question (5) in Table 3.1). By contrast, trust in public institutions is
neither a source nor a type of social capital in Putnam’s (1995b, p. 665) work: “I
might well trust my neighbours without trusting city hall, or vice versa”.5 Thus,
from this perspective there is no reason to expect any effect of trust in institu-
tions and law and order on generalized trust.

In a socialization perspective, social capital is developed at the individual
level and mirrored at the aggregate level (cf. Putnam 1993,; 2000a). Con-
sequently, similar effects should emerge at the micro- and macro-level at com-
parable magnitudes. In an institutional perspective, by contrast, variations
between communities should be much larger than within communities (research
question (6) in Table 3.1). As personal experiences are secondary to the preva-
lence of organizations in a society, non-members in communities with encom-
passing voluntary sectors should display higher levels of social capital than
members in weak organizational societies.

Stronger effects at the macro- than the micro-level would give support to an
institutional perspective. However, such results would not give direct informa-
tion about the causal link at the micro-level. In order to get at this relationship,
we introduce one additional test (research question (7) in Table 3.1): if the
main contribution of organizations to social capital lies in demonstrating the
value of collective action and providing the infrastructure for such pursuits, it
should be sufficient for individuals to be convinced that organizations fulfill
these functions in order to develop the desired values. This implies, first, that
belief in the efficacy of organizations is an independent path to generalized
trust, which is more important if personal linkages to organizational society
are weak. Second, assuming the sufficiency of perceptions, personal participa-
tion is not necessary for trust levels among those who do believe in the effi-
cacy of organizations. In statistical terms, we expect interplay between scope
of participation and perceptions of the usefulness of organizations on general-
ized trust. By contrast, from a socialization perspective, if a correlation
between perceptions of organizations and social trust exists, this is a spurious
effect of the fact that those intensely involved in organizations hold more
positive views of their efficacy. As the relevant questions are not included in
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the cross-national data set, these propositions are tested on Norwegian
data only.

Data and operationalizations

The main data source of the present study, however, is the European Social
Survey (ESS). This is a cross-national individual survey undertaken in
2002/2003 (Jowell and Central Co-ordinating Team 2003).6 The 19 European
countries (the former EU-15 plus Norway, Poland, Slovenia and Hungary)
which included reliable questions about associational activity and qualify as
democracies were selected for the analysis.7 Face to face interviews were the
main mode of data collection. Response rates varied from 43.7 (Italy) to 80
percent (Greece), with an average of 62.4 percent (NSD 2003). For the aggreg-
ate analyses, the 19 countries were divided into 141 regions, following the
regional classifications made by ESS local associates which was based on the
NUTS taxonomy.8 Regions with fewer than 100 unweighted responses were
merged with adjacent regions.9 For the final analysis concerning perceptions of
the efficacy of organizations, the Norwegian Fellow Citizen Survey (2001) was
utilized (Strømsnes 2003). This was conducted as a mailed survey, with a
response rate of 46 percent and a net sample size of 2,297.

The independent variables are, first, measurements of the scope, intensity,
and type of association involvement. Scope is operationalized as the number
of associations with which each individual is affiliated. The scope of involve-
ment includes both memberships, volunteering and participation in activities.
If a person has reported several modes of participation for the same type of
association, this is only counted once. The intensity of the involvement is
measured as whether the respondent has participated in activities or volun-
teered for the organization over the past 12 months. For cross-tabulations, a
composite variable representing four different modes of participation is uti-
lized, based on scope and intensity. Scope is dichotomized between those with
singular vs. multiple affiliations, while activity level distinguishes those who
have taken part in activities or volunteered in any of the organizations from
those who have not.

The intensity measure is a less accurate proxy for degree of face to face
contact than the number of hours one has spent in associations, which was
employed in a previous study (Wollebæk and Selle 2002b), although it serves
the purpose of distinguishing those who have not been exposed to any face to
face contact from those who have experienced some or a lot. Moreover, one
could argue that collapsing “volunteers” (people doing voluntary work for
organizations) and “participants” (people taking actively part in organizational
activities, but not necessarily doing voluntary work) into one group of
“actives” conflates two degrees of involvement. In order to test the robustness
of this classification, all of the analyses below have been carried out contrast-
ing only volunteers and non-volunteers. This did not influence any of the con-
clusions, and the original classification was retained. Furthermore, a “time
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spent in associations”-measure was available in the Norwegian data set, and is
included in the final analysis of this paper.

The type of affiliations is classified into three groups, more or less following
Knack and Keefer’s (1997) distinction between horizontal, non-political
“Putnam groups” and more politically oriented “Olson groups”, the latter with
reference to Mancur Olson’s (1982) work on interest organizations. The Putnam
groups include cultural/hobby activities, social clubs, sports and outdoors activ-
ities and humanitarian organizations. Olson groups include science/education/
teacher’s organizations, trade unions, professional organizations, consumer’s
organizations and political parties. Political parties are grouped together with the
Olson groups. The classification deviates from Knack and Keefer on one point,
as they, under doubt, include religious associations among the “Putnam groups”.
However, while Putnam (2000a, p. 67) sees religiosity as a factor contributing to
civic engagement, he also states that religious organizations in some contexts
(e.g. southern Italy) may be counterproductive to social capital (Putnam 1993).
Consequently, this group is kept apart as a separate third category.

The second main independent variable, trust in law-and-order institutions is
represented by a simple additive two-item index consisting of trust in the police
and the legal system, ranging from 0 (no trust) to 10 (very high trust) (Cron-
bach’s alpha=0.75 for entire 19-country sample, 0.76 for Norwegian data).

The main dependent variable is a three-item index measuring generalized
trust based on saved scores from a factor analysis requesting a one-factor solu-
tion. The trust index includes the following three items (measured by 11-point
self-placement scales): “Most people can be trusted vs. you cannot be careful
enough”, “Most people try to be helpful vs. mostly looking out for themselves”,
and “Most people try to be fair vs. try to take advantage of me” (Cronbach’s
alpha=0.77 19-country sample, 0.81 for Norwegian sample).

The control variables in the micro-level analysis include standard sociode-
mographic variables (age, education, gender, marital status and population
density). For the macro-analysis, we have included a number of other potential
sources of social capital which only apply at the aggregate level. First, the ethnic
diversity of a community is often linked to low social capital, as it may be gener-
ally easier to express trust when surrounded mostly by people like oneself
(Putnam 2002). Furthermore, if organizations are constructed along ethnic lines
they may produce bonding (within-group) rather than bridging (inter-group)
social capital. Knack and Keefer’s (1997) cross-national study indicates that
ethnic diversity and trust are indeed negatively related. At the regional level, we
measure diversity with an additive three-item index aggregated from the survey
data: the percentage speaking another language than the majority language at
home, the percentage belonging to other religious denominations than the
majority religion, and the percentage who reported that they or one of their
parents were born in a different country from where they currently reside.

Social and economic inequality is thought by some to be the main mechanism
through which social capital is destroyed (Uslaner 2003). Social polarization
creates distance between people’s preferences and increases incentives to defect



from cooperative arrangement in order to defend self-interest (Knack and Keefer
1997). Using World Values Survey data, Knack and Keefer (1997) and Uslaner
(2003) find negative effects of inequality on trust. To measure economic
inequality within European regions, we use data collected by the University of
Texas Inequality Project (Galbraith and Garcilazo 2005).10 Within-region
inequality is captured by Theil’s t-coefficients representing pay disparities
between 16 economic sectors.

High levels of religiosity are commonly assumed to be positively related to
social capital, due to the theological emphasis of most religions on the duty to
serve fellow human beings (Offe and Fuchs 2002). According to Putnam
(2000a, p. 67): “religiosity rivals education as a powerful correlate of most
forms of civic engagement”. This is measured by average scores on self-
placement scale (1–10) on which the respondents were asked to assess their
own religiosity. Furthermore, education is consistently found to influence
social capital positively at the individual level (Putnam 2000a), although the
relationship at aggregate level appears more tenuous (Haddad 2004). The edu-
cational level of each region was aggregated from the survey data and opera-
tionalized as the percentage of 25 to 59-year-olds in the sample who had
finished at least upper secondary level education. Finally, urbanization and met-
ropolitan sprawl is seen by Putnam (2000a, p. 284) as one of the four main
reasons for the alleged slump in social capital in America. Putnam (2000a, p.
205) asserts that “residents of small towns and rural areas are more altruistic,
honest, and trusting than other Americans”. Therefore, we expect the propor-
tion of respondents living in large cities or suburbs to yield a negative effect on
a region’s social capital.

Empirical analysis: individual level data

The propositions presented above are now put to the test. Are joiners more trust-
ing than non-joiners? Is face to face contact really as important as the socializa-
tion approach would have it? Table 3.2 gives a preliminary positive answer to
the former question, and a relatively clear-cut negative one to the latter.

Organizational members and volunteers are more trusting than outsiders in 17
of the 19 countries. Spain and Portugal represent the only exceptions. Compar-
ing only those who are affiliated, scope matters (either among active or passive
members) in nine of the countries, but none of the effects are very strong. In
only five countries does active involvement play any positive role, while it is
negatively related to trust levels in Spain and Italy.

Furthermore, variations between countries are much larger than within-
country variation. Non-members in Norway, Finland and Denmark are more
trusting than active members of several associations in any country outside
Scandinavia. The Eastern European countries constitute the mirror image of the
Scandinavian countries. Although organizational affiliations do play a role here,
too, they cannot begin to compensate for decades of repressive political cultures.
As Uslaner (2003, p. 177) comments:
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When people feel compelled to turn on their friends lest the state turn on
them, generalized trust may become too risky. In such a world, you really
cannot be too careful in dealing with people, even if everyone would
strongly prefer to treat others as if they were trustworthy.

It takes more than a little face to face interaction to erase decades of deeply
entrenched and institutionalized distrust.

As the same countries score high on participation as well as trust, the effects
of being affiliated is higher when analyzing Europe as a whole than any single
country. However, even at the European level, intensity of involvement remains
irrelevant.11

Table 3.3 does not reveal any clear-cut variations between supporters of dif-
ferent types of associations beyond those resulting from the effects of member-
ship and scope that have already been established. There is a weak tendency
towards higher levels of distrust among members of politicized organizations in
recent democracies such as Greece, Portugal, Poland and Slovenia. Other than
this, knowledge about the type of the organization adds nothing to the relatively
weak effects established above.

The regression analyses, undertaken at the regional as well as the European
level, confirm weak, but statistically significant effects of affiliation. Its explana-
tory power increases when the analysis is extended to the whole of Europe, thus
including the highest and lowest ranking countries on both trust and participa-
tion. Knowing the different modes of participation does not add much to our
understanding of how trust is generated. The face to face hypothesis is rejected
in Southern Europe, where active members are slightly less trusting than their
passive counterparts. Only in Western Europe do we find a weak, positive effect
of intensity. However, scope and type (“Putnam group”) do not fare much
better. Both show weakly positive effects at the European level, which are
significant because of the gigantic sample size. Both are irrelevant in Eastern
Europe and the Nordic countries. Except for the weaker effect of scope, these
results are consistent with the findings of Wollebæk and Selle’s (2002b) study of
organizational participation and the development of social capital in Norway.

Institutional trust is by far the most important predictor of social trust eman-
ating from the regression analysis. This gives empirical credence to the claims
of Rothstein (2004) and Rothstein and Stolle (2003b). We are not able to resolve
here whether their proposed direction of causality – that trusting the impartiality
of the law makes us trust other people more – is correct or not. A “Putnamian”
response would be that pervasive generalized trust in a society, which is gener-
ated through face to face interaction, creates well-functioning institutions, which
people in turn are more likely to trust. So far, this proposed causal mechanism
remains little more than a postulate pending empirical evidence. In any case, a
crucial part of this argument, namely the link between face to face interaction
and social trust, is weakened for every new empirical test.

Where does social capital come from? 37



T
ab

le
 3

.3
T

yp
e 

an
d 

tr
us

t. 
av

er
ag

e 
sc

or
es

 o
n 

ge
ne

ra
li

ze
d 

tr
us

t i
nd

ex
 b

y 
ty

pe
 o

f 
as

so
ci

at
io

n

X
. 

A
.

B
. 

C
. 

D
. 

E
. 

F
. 

G
. 

N
et

 
N

et
 

N
et

 
N

ot
 

P
ut

na
m

 
O

ls
on

/
R

el
ig

.
P

ut
na

m
 +

P
ut

na
m

 +
 

O
ls

on
 +

 
A

ll
 th

re
e

ef
fe

ct
 o

f 
ef

fe
ct

 o
f 

ef
fe

ct
 o

f 
af

fil
ia

te
d

gr
ou

ps
po

li
ti

c.
 g

ro
up

s
gr

ou
ps

O
ls

on
re

li
g.

R
el

ig
.

P
ut

na
m

O
ls

on
 

re
li

g.
 

gr
ou

p1
gr

ou
p2

gr
ou

p3

E
as

t 
E

ur
op

e
P

ol
an

d
–0

.6
2

–0
.4

1
–0

.5
3

–0
.4

0
–0

.3
7

0.
16

–0
.3

9
–0

.0
5

0.
11

–0
.2

2
0.

11
S

lo
ve

ni
a

–0
.4

4
–0

.1
9

–0
.2

8
–0

.4
5

–0
.1

8
0.

31
–0

.2
3

–0
.1

8
0.

16
–0

.1
6

0.
01

H
un

ga
ry

–0
.3

7
–0

.1
9

–0
.3

0
–0

.2
8

–0
.0

5
–0

.4
2

–0
.4

0
0.

22
0.

09
0.

05
–0

.1
3

N
or

di
c

N
or

w
ay

0.
78

0.
88

0.
81

0.
58

0.
94

0.
98

0.
91

1.
06

0.
08

0.
00

–0
.0

9
S

w
ed

en
0.

42
0.

70
0.

57
0.

80
0.

80
0.

68
0.

81
0.

96
–0

.0
2

–0
.0

2
0.

04
F

in
la

nd
0.

65
0.

70
0.

77
0.

90
0.

82
0.

77
0.

74
0.

88
–0

.0
3

–0
.0

1
0.

03
D

en
m

ar
k

0.
76

0.
98

1.
00

0.
99

1.
07

1.
02

0.
90

1.
12

0.
05

0.
00

–0
.0

3
So

ut
h 

E
ur

op
e

G
re

ec
e

–0
.7

9
–0

.6
9

–0
.7

7
–0

.6
3

–0
.5

6
–0

.3
6

–0
.4

1
–0

.3
4

–0
.0

1
–0

.0
8

0.
09

It
al

y
–0

.4
5

–0
.1

0
–0

.0
7

–0
.0

9
–0

.0
7

–0
.1

0
0.

00
0.

10
–0

.0
3

0.
03

0.
00

S
pa

in
–0

.0
6

–0
.0

5
–0

.1
0

–0
.0

3
0.

16
–0

.1
1

0.
47

0.
07

–0
.1

4
0.

13
0.

02
P

or
tu

ga
l

–0
.2

7
–0

.1
1

–0
.2

3
–0

.4
3

–0
.0

1
–0

.0
6

–0
.6

0
0.

12
0.

27
–0

.0
7

–0
.1

9
C

en
tr

al
 E

ur
op

e
F

ra
nc

e
–0

.1
4

0.
01

–0
.0

7
–0

.1
7

0.
14

0.
14

0.
26

0.
13

0.
00

0.
02

–0
.0

3
G

er
m

an
y

–0
.0

8
0.

13
0.

00
0.

20
0.

18
0.

30
0.

23
0.

39
0.

01
–0

.0
9

0.
07

A
us

tr
ia

0.
12

0.
32

0.
03

0.
04

0.
31

0.
31

0.
04

0.
39

0.
18

–0
.1

0
–0

.0
9

W
es

t 
E

ur
op

e
B

el
gi

um
–0

.1
2

0.
11

–0
.0

8
–0

.0
4

0.
11

0.
32

0.
07

0.
10

0.
11

–0
.1

1
0.

01
U

K
0.

05
0.

28
0.

10
0.

24
0.

36
0.

15
0.

20
0.

55
0.

07
0.

00
–0

.0
3

Ir
el

an
d

0.
34

0.
52

0.
53

0.
65

0.
50

0.
45

0.
59

0.
55

–0
.0

6
0.

02
0.

05
N

et
he

rl
an

ds
0.

27
0.

39
0.

40
0.

29
0.

50
0.

43
0.

44
0.

63
0.

02
0.

03
–0

.0
5

L
ux

em
bo

ur
g

–0
.1

0
0.

18
–0

.0
5

0.
27

0.
22

–0
.1

9
–0

.3
8

0.
30

0.
16

–0
.0

5
–0

.1
0

A
ll

 c
ou

nt
ri

es
 (

w
ei

gh
te

d 
by

 p
op

ul
at

io
n)

–0
.2

7
0.

09
0.

01
0.

04
0.

27
0.

22
0.

27
0.

44
0.

01
0.

00
–0

.0
1

N
ot

es
W

ei
gh

te
d 

by
 d

es
ig

n 
w

ei
gh

t.
1

N
et

 e
ff

ec
t o

f 
P

ut
na

m
 g

ro
up

s:
 Y

 =
 (

((
A

 –
 X

) 
+

 (
(D

 –
 B

) 
+

 (
E

 –
 C

))
 +

 (
G

 –
 F

))
/3

) 
– 

((
(G

 –
 (

F
 +

 E
 +

 D
))

 +
 (

(F
 +

 E
 +

 D
) 

– 
(A

 +
 B

 +
 C

))
 +

 (
(A

 +
 B

 +
 C

) 
– 

X
))

/3
.

2
N

et
 e

ff
ec

t o
f 

O
ls

on
 g

ro
up

s:
 Y

 =
 (

((
B

 –
 X

) 
+

 (
(D

 –
 A

) 
+

 (
F

 –
 C

))
 +

 (
G

 –
 E

))
/3

) 
– 

((
(G

 –
 (

F
 +

 E
 +

 D
))

 +
 (

(F
 +

 E
 +

 D
) 

– 
(A

 +
 B

 +
 C

))
 +

 (
(A

 +
 B

 +
 C

) 
– 

X
))

/3
.

3
N

et
 e

ff
ec

t o
f 

re
li

gi
ou

s 
gr

ou
ps

: Y
 =

 (
((

C
 –

 X
) 

+
 (

(E
 –

 A
) 

+
 (

F
 –

 B
))

 +
 (

G
 –

 D
))

/3
) 

– 
((

(G
 –

 (
F

 +
 E

 +
 D

))
 +

 (
(F

 +
 E

 +
 D

) 
– 

(A
 +

 B
 +

 C
))

 +
 (

(A
 +

 B
 +

 C
) 

– 
X

))
/3

.



T
ab

le
 3

.4
O

L
S

 R
eg

re
ss

io
n 

an
al

ys
is

 o
f 

ge
ne

ra
li

ze
d 

tr
us

t. 
U

ns
ta

nd
ar

di
ze

d 
co

ef
fi

ci
en

ts

E
as

te
rn

 E
ur

op
e

N
or

di
c 

co
un

tr
ie

s
So

ut
he

rn
 E

ur
op

e
W

es
te

rn
 E

ur
op

e
C

en
tr

al
 E

ur
op

e
A

ll

M
od

el
   

   
   

   
   

   
  
�

M
od

el
M

od
el

M
od

el
M

od
el

M
od

el

1
2 

   
   

   
�

1
2 

   
   

   
  �

1
2 

   
   

   
   

�
1

2 
   

   
   

   
�

1
2 

   
   

   
 �

1
2

A
ffi

li
at

ed
0.

07
**

0.
05

*
0.

09
**

0.
07

**
0.

07
**

0.
15

**
In

te
ns

it
y

0.
04

0.
01

–0
.0

5*
*

0.
06

**
0.

00
3

0.
00

1
S

co
pe

0.
02

0.
04

0.
05

**
0.

01
0.

03
*

0.
06

**
T

yp
e 

(P
-g

ro
up

)
0.

05
0.

02
0.

02
0.

04
**

0.
04

**
0.

04
**

In
st

it
ut

io
na

l t
ru

st
0.

26
**

0.
29

**
0.

34
**

0.
33

**
0.

19
**

0.
22

**
0.

34
**

0.
34

**
0.

29
**

0.
29

**
0.

28
**

0.
31

**
E

du
ca

ti
on

0.
10

**
0.

09
**

0.
09

**
0.

08
**

0.
12

**
0.

13
**

0.
07

**
0.

06
**

0.
10

**
0.

10
**

0.
12

**
0.

10
**

F
em

al
e

0.
04

**
0.

05
0.

09
**

0.
10

**
0.

01
–0

.0
1

0.
01

0.
04

**
0.

03
**

0.
05

**
0.

03
**

0.
04

**
Y

ea
r 

of
 b

ir
th

0.
04

*
0.

05
–0

.0
8*

*
–0

.0
9*

*
–0

.0
1

–0
.0

1
–0

.1
2*

*
–0

.1
4*

*
–0

.0
1

0.
00

4
–0

.0
5*

*
–0

.0
5*

*
U

rb
an

-r
ur

al
–0

.0
4*

0.
01

0.
02

0.
02

0.
05

**
0.

01
0.

06
**

0.
04

**
0.

02
*

–0
.0

1
0.

03
**

0.
03

**
M

ar
ri

ed
–0

.0
5*

*
0.

05
0.

02
0.

01
–0

.0
1

–0
.0

2
0.

02
0.

02
–0

.0
1

–0
.0

2
–0

.0
3*

*
–0

.0
2*

*
R

2
ad

j.
0.

10
0.

11
0.

15
0.

15
0.

07
0.

07
0.

15
0.

15
0.

11
0.

11
0.

14
0.

13

N
ot

es
W

ei
gh

te
d 

by
 p

op
ul

at
io

n 
si

ze
 a

nd
 d

es
ig

n 
w

ei
gh

t. 
M

od
el

 1
 in

cl
ud

es
 a

ll
 r

es
po

nd
en

ts
, m

od
el

 2
 o

nl
y 

th
os

e 
af

fi
li

at
ed

 w
it

h 
or

ga
ni

za
ti

on
s.

* 
p

≤
0.

05
; *

* 
p

≤
0.

01
.



40 D. Wollebæk and P. Selle

Aggregate data

Above, we saw that the effects of organizational affiliations were much stronger
at the European than at the national and regional level; variations between coun-
tries were much larger than the individual variations within each country. On the
one hand, this may suggest the European level analysis exaggerates the import-
ance of affiliations, as other variations between countries are affecting the
individual-level relationship between participation and trust. On the other hand,
it may imply that organizations are important, not as socialization agents, but as
institutions, and that the international variations observed above reflect varia-
tions in the strength of organizational society between European countries.

In the following section, we assess these claims empirically by analyzing
how variations in organizational life affect levels of social capital at the aggreg-
ate level (141 European regions). As mentioned above, aggregate measures of
social trust serve as operationalizations of social capital. Table 3.5 operational-
izes types of organizational societies by estimating the proportion of the popu-
lation holding memberships of different types (multiple, active and
“Putnamian”). Bivariate as well as partial correlation coefficients, showing the
unique contribution of each of the three modes of participation by controlling for
the membership percentage in the region, are presented.

Table 3.5 shows that extensive multiple memberships, a high number of
active affiliations and numerous Putnam group memberships are all positively
related to social capital. The bivariate correlations between the vigor of organi-
zational society and generalized trust are strong – ranging from 0.66 to 0.87.

The partial correlation coefficients display the unique contributions of mul-
tiple, active and non-political affiliations over other types of affiliations. Con-
trary to the expectations of the socialization school, highly active organizational
societies do not stand out with higher social capital than others. It is primarily
organizational societies with multiple memberships and passive affiliations
along with the more active ones, what Dekker and van den Broek (1998) label
broad organizational societies, that are conducive to high levels of social capital.

In addition, it appears that establishing apolitical “Putnam groups” only is
insufficient for social capital formation at the aggregate level. A high number of
Putnam groups relative to other types yield an insignificant negative partial cor-
relation with trust. Thus, it does not seem plausible that the effect of non-
political organizations is a product of characteristics unique to such associations.
To the contrary, the more politically directed “Olson groups” fare better. This
strengthens the institutionalist notion that societies with organizations that are
more visible in the public sphere possess higher social capital. Religious groups
contribute neither more nor less than other groups to social capital formation at
the aggregate level.

The relationship between generalized trust and the scope of organizational life is
visualized in Figure 3.1. The figure shows that the Nordic regions rank highest on
both measures, followed by Western and Central Europe and finally Eastern and
Southern Europe. The main outlier is Alentejo and Algarve in southern Portugal,
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where trust is much higher than organizational participation should suggest. As an
example of the opposite, the two Belgian regions of Wallonia and Brussels display
lower than average values of trust, while organizational life is strong. One reason-
able explanation for this deviation is the strong cultural divide between the Flemish
and French-speaking groups in Belgian society, divisions which are reproduced and
reinforced through economic disparities and separate organizational societies
(Lijphart 1984).12 Thus, Belgian society may be weak on “bridging” social capital
partly because of the “bonding” character of their organizations. Overall, however,
scope of organizational activity and generalized trust are intimately related, at least
at the bivariate level.

What then about our other main independent variable, institutional trust?
Figure 3.2 shows that, generally speaking, regions wherein law and order institu-
tions are trusted also enjoy extensive interpersonal trust. Thus, the results gener-
ally support the basic tenet of the theory. To some extent, Germans and
Austrians are disproportionately more prone to trust authorities than individuals,
while the Dutch display the opposite tendency.

While these are minor deviances from a general pattern, Southern Europe
points in an entirely different direction: here, regions with high trust in the
police and the judiciary tend to have low interpersonal trust. This is particularly
evident in Greece and southern Italy, where clientilism is prevalent. In such con-
texts, strong “vertical” patron-client relationships may undermine and replace
strong “horizontal” linkages (Putnam 1993). Furthermore, as Putnam (2000a, p.
345) observes with reference to southern Italy, demands for sterner discipline
are borne out of fear of the lawlessness of others rather than a deeply felt respect

Table 3.5 Bivariate and partial correlations between dimensions of organizational society
and social capital. European regions

Generalized trust

Bivariate Partial 
correlations correlations

Controlling for
percentage who
are members

Scope (percentage of population affiliated 0.88*** 0.24***
with two or more organizations)

Intensity (percentage of population who are 0.75*** –0.13
active in organizations)

Type (pct. of population affiliated with group)
Putnam groups 0.83*** –0.10
Olson groups/political 0.86*** 0.21**
Religious groups 0.66*** 0.11

N = 141

Notes
* p ≤ 0.10, ** p ≤ 0.05, *** p ≤ 0.01.
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of the law. In these regions high institutional trust may reflect absence of trust in
others rather than social capital (Uslaner 2003).

Thus, while the results support the general notion that high institutional trust
in a society may foster high generalized, interpersonal trust, there are clearly
also situations where it has the exact opposite effect. The relationship between
institutional trust and interpersonal trust is context sensitive, and the theory
needs to specify in more detail the conditions under which it is applicable.

Do the above relationships hold in multivariate analysis? Table 3.6 shows
regression analyses of the two indicators of social capital at the regional level,
comparing and adjusting the effects on society with the impact of other com-
monly cited sources of social capital at the aggregate level. Model 1 includes
only the control variables, which combined explain 56 percent of the variance.
When institutional trust is included in model 2, r2 increases to 70 percent, while
the introduction of the organizational participation data elevates the explained
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variance even further, to 82 percent. The impact of institutional trust is then
reduced somewhat, but it is still clear and significant.

The analysis confirms the existence of an intimate relationship between the
strength of organizational society and social capital; even when controlling for a
wide array of factors the proportion of the population holding membership in
organizations represents the single most powerful predictor of social trust. The
activity level of the sector and the proportion of affiliations that were “Putnam
groups” proved once again to be more or less irrelevant, while extensive mul-
tiple memberships has a slight positive effect on trust. Thus, the institutional
interpretation of the role of organizations in social capital construction is
strengthened, while the socialization approach is weakened. The institutional
approach is further strengthened by the emergence of an overall, positive effect
of institutional trust on both variables.

Among the control variables, ethnic diversity surfaced as expected with a
significant negative effect in the multivariate analysis of trust. Educational levels
did play a role in the initial model, but the effect disappeared when strength of
organizational society entered the equation. Urbanized regions did not emerge
with the expected negative effect on social trust, and the data do not support the
commonly held notion that there is more social capital in rural areas than in
cities. Thus, urban life may not be as bad as some would have it, and rural idylls
have their limitations.

Strong religiosity in a region is associated with low levels of trust.13 This is
somewhat surprising, given the celebratory tone adopted by many writers in the
social capital tradition when embracing religion as a cornerstone of social
integration and civic engagement. The analysis show that among the 20 most
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religious regions in Europe, 19 are also among the least trusting.14 By contrast,
only four of the 20 least religious regions are among the 25 most trusting. Thus,
a relatively secularized society is a necessary, but insufficient condition for high
trust. A frequent claim, emphasizing the hierarchical character of Catholic soci-
eties, is that Protestantism is more conducive to social capital than Catholicism
and Orthodoxy (Fukuyama 1995; Inglehart 1990; Knack and Keefer 1997;
Uslaner 2003), and a stronger intensity of faith among the latter two groups may
be the cause of the observed relationship. While it is true that Protestant regions
are more trusting, there is considerable variation even within purely Catholic
and Orthodox areas: in the 47 regions with fewer than 1 percent Protestants, the
correlation between religiosity and trust is –0.74.15 Thus, strict religious societies
seem to foster cultures that are not only God-fearing, but also people-fearing.

With regard to inequality, we find a relatively strong negative effect on trust
in model 1, which is very much weakened when institutional trust is entered in
model 2.16 This indicates that the frequently found negative effect of inequality
can be partially accounted for by the fact that people generally place less trust in
institutions in unequal societies.17 We may make the relatively safe assumption
that this is not coincidental; people in unequal settings probably have more
reason to express distrust, as institutions are more likely to mirror and reproduce
inequalities in societies characterized by inequality. In this perspective, inequal-

Table 3.6 OLS regression analysis of social capital at the regional level. Standardized
coefficients

Trust

Model 1 Model 2 Model 3

Pct. of population who are members 0.56***
Scopea 0.15*
Intensityb 0.008
Type (Putnam)c –0.08*
Institutional trust 0.44*** 0.17***
Diversity –0.14** –0.08 –0.19***
Educational levels 0.28*** 0.27*** 0.05
Inequalityd –0.43*** –0.15* –0.02
Urbanization –0.07 –0.12** –0.04
Religiosity –0.22*** –0.36*** –0.19***
R2 adj.
N = 140 regions. e 0.56 0.70 0.82

Notes
* p ≤ 0.10, ** p ≤ 0.05, *** p ≤ 0.01.
a Scope: per cent of affiliations which are multiple.
b Intensity: per cent of affiliations which are active.
c Type (Putnam): per cent of affiliations which are “Putnam group”-memberships.
d Regional Theil’s t-statistic on pay inequalities between sectors. Source: Galbraith and Garcilazo

(2005).
e Luxembourg excluded because of lack of inequality data.
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ity is not exonerated as a factor potentially destructive to social capital, despite
the isolated insignificance of the effect, but should rather be interpreted in light
of Rothstein and Stolle’s argument concerning the beneficial effect of fair and
impartial institutions for the development of social trust.

In summary, a broad organizational society emerges as the main explanation
for variations in generalized trust across regions, followed by trust in institu-
tions. The effects of pervasive organizational life are much stronger at the
aggregate than at the individual level. This indicates that organizations con-
tribute to the formation of social capital, not mainly through socialization of
individuals, but as institutions entrenching in a population the value and ration-
ality of cooperation.

Testing the causal link at the micro-level

Establishing an empirical connection at the aggregate level does not prove any-
thing in terms of underlying causal mechanisms. As mentioned above, the
finding that perceptions of the effectiveness of organizations have an independ-
ent effect on social trust would strengthen the case for an institutional theory of
social capital formation through organizations. Table 3.7 shows that this is
indeed the case: those who believe that one can influence decisions effectively in
society by working in voluntary organizations are also more trusting than others,
independent of individual participation pattern.

In addition, we find the anticipated interaction effect between personal attach-
ments to organizations and perceptions of the efficacy of organizations, as illus-
trated in the figure in Table 3.7. Among those who are attached to organizational
society with several links, perceptions of the utility of organizations hardly
matter at all. However, for those who have weaker ties to organizational life,
believing that organizations are effective tools of collective action is highly
important for levels of social trust. Those who have faith in the available organi-
zational infrastructure are more trusting, irrespective of personal linkages to or
experiences with organizations. This belief comes from organizations demon-
strating their utility in society. Once again, intensity of involvement, measured
as time spent in the association, proves to be irrelevant to social trust. Thus, the
impact of individual behaviour is at best secondary to the role organizations play
as institutions in the development of social capital.

Discussion and conclusion

Table 3.8 summarizes the main findings of the above analyses. Except for the
overall effect of being affiliated to organizations, a hypothesis shared by the
socialization and institutional perspectives, none of the assertions of the social-
ization perspective were backed by the data. Active members did not display
higher levels of social capital than their passive counterparts. Activity level was
not more important than scope of affiliations, although the effect of the latter at
the micro-level was admittedly modest. Members of non-political organizations



were no more trusting than members of other types of organizations, and trust in
public institutions mattered a great deal to the development of social trust.

As predicted by the institutional perspective, the same effects that were found
at the micro-level surfaced at the macro-level as well, but in greater magnitude.
Here as well, activity levels and type of associations were unrelated to social
capital formation, while the scope of organizational life in a region proved to be
a crucial explanatory variable. Finally, perceiving organizations as useful tools
of collective action was sufficient to raise levels of social trust, irrespective of
organizational behavior. In accordance with expectations, this effect was ampli-
fied among those with non-existent or few ties to organizational life.

Thus, there is nothing in the data to suggest that the relationship between
organizations and social capital has anything to do with the face to face social
interaction that takes place within such organizations. As Hooghe (2003) argues,
the theoretical basis for this claim was thin to begin with: it is not self-evident
that we would generalize from trust in people we know within a group to people
in general. The social psychological literature on group interaction does not
support the idea that repeated interaction increases general trust in outsiders,
rather, experiments point in the opposite direction (Hooghe 2003, p. 92). If

Table 3.7 Assessment of organizations as intermediary structures and generalized trust.
OLS regression, standardized coefficients

Intermediary (assessment 
of org.’s as intermediary 
structures)1 0.20**

Scope 0.22**
Scope*intermediary –0.20**
Intensity 0.004
Type (Putnam group) 0.03
Institutional trust (police, judiciary) 0.25**
Education 0.07**
Female 0.14**
Year of birth –0.17**
Married/co-habitant 0.09**
Urban–rural –0.007
R2 adj. 0.21
N 1,607

Source: Norwegion survey data, 2001.

Notes
1 Agreement with statement “Influence decisions in society effectively by: Working in voluntary

organizations” (self-placement scale (0) Not effective at all, (10) Very effective).
Intensity: Categorized measure of time spent participating in voluntary associations over past year:
(1) 0–1 hours, (2) 1–4 hours, (3) 5–10 hours, (4) 11–20 hours, (5) 20 hours or more. Type: Affiliated
with “Putnam group” (dummy). Education: Years of full time schooling. Urban-rural: 9-value
ordinal measure.
* p ≤ 0.05, ** p ≤ 0.01.
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repeated interaction in fact did generate trust, it would be tough to defend the
view that organizations represent a more important sphere than the workplace,
schools, neighborhoods etc., where we spend a much larger proportion of our
time.

The present study, along with others (Mayer 2003; Wollebæk and Selle
2002b), point in the direction that the socialization perspective on the formation
of trust is a dead end. However, the present study indicates that the role of
organizations is misconstrued rather than exaggerated. We need to reconceptual-
ize a relationship which the present analysis shows is unquestionably present,
but insufficiently understood.

This is a pressing task, as misapprehensions of how organizations create social
capital may lead us to focus on the wrong types of organizations and activities and
prescribe wrong or even “harmful remedies” (Skocpol 2003, p. 255) for civic revi-
talization. There is nothing in the data to suggest that a revival of locally oriented,
social clubs offering plenty of face to face interaction and social contact, will help.
They do not seem to make their members more trusting over time. Furthermore,
Eliasoph’s (2003) account of how localist, non-political volunteering organi-
zations may foster a culture of civic apathy and delegitimize and curtail political
discussion is a timely reminder that laying the burden of maintaining democracy
on the shoulders of such groups may not be such a good idea.

The present results indicate that if social capital is to be sustained, what a
society needs is extrovert, visible organizations that act as real intermediary
institutions between citizen and polity, and individual and society. In order to
fulfill these functions, associations need to provide translocal links reaching
beyond local communities and into the political system (Skocpol 1996, 2003;
Wollebæk and Selle 2002a). They would also need to do more than providing
arenas for social interaction, but actually get involved in political life.

The preoccupation with whether organizational members are meeting face to
face or not, appears increasingly irrelevant. Needless to say, this does not mean
that people should be encouraged to be passive. Most organizational societies
rely on the time and efforts of activists, without whom organizations would be
weakened as institutions. What the above analyses show is simply that the exter-
nalities of the efforts they are putting in are incomparably greater than the effect
the activity has on them personally.

A shift from a socialization to an institutional perspective implies changing
the focus from looking for catalysts or vehicles of social capital, to analyzing
how social capital is conserved and strengthened, and how it is destructed. The
findings above suggest that fair and impartial public institutions are highly con-
sequential, but clearly so is also the prominence of visible institutions in civil
society. Such institutions are not shaped by social encounters, but by history,
social context and politics. This is the realm within which the study of social
capital in the context of democracy should remain.
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Notes

* This chapter extensively overlaps with the article Origins of Social Capital. Socializa-
tion and Institutionalization Approaches Compared, published in the Journal of Civil
Society 3(1): 1–24, June 2007.

1 For overviews, see Foley and Edwards (1999) and Stolle and Rochon (1999).
2 For arguments to the contrary, see Selle and Strømsnes (2001) and Wollebæk and

Selle (2004a). The absence of socialization effects of passive memberships is usually
simply assumed, and has not been tested empirically.

3 The conditions for voluntary activity varies greatly among authoritarian and totalitar-
ian states. In many cases, the organizations that are likely to be tolerated by an
authoritarian state are either instruments of the state apparatus, pure leisure or cultural
activities or small-scale community projects (Juknevicius and Savicha 2003; Booth
and Richard 2001). In such situations, it is unlikely that organizations are the main
source of social capital, whether through socialization or institutionalization.

4 Voluntary organizations represent extensive information systems. A Norwegian study
concluded that nationwide organizations publish more than five journals and newslet-
ters per person in the adult population annually (Hallenstvedt and Trollvik 1993). In
addition to this, 14 percent of the local chapters, of which there is approximately one
for every 30 inhabitants in Norway (Wollebæk and Selle 2004b), published their own
newsletters (Wollebæk and Selle 2002a). The increasing contact between organi-
zations and members over email and Internet can be added to this.

5 Trust in government is however sometimes mentioned as a consequence of social
trust (Putnam 2000a, pp. 347–349), or as circumstantial evidence for civic disengage-
ment and declining social capital (Putnam 1995a, p. 68).

6 The data has been made available by the Norwegian Social Science Data Services
(NSD). Neither NSD nor the Central co-ordinating team of the European Social
Survey bear any responsibility for the analyses and the inferences from the analyses
made here.

7 The Czech Republic and Switzerland are excluded because of errors in the question-
naire design with regard to questions on organizational participation (NSD 2003).

8 NUTS – Nomenclature of territorial units for statistics. http://europa.eu.int/comm/
eurostat/nuts/splash_regions.html.

9 Exceptions were made for Sardinia (Italy), Northern Ireland (UK), The Canary
Islands (Spain) and Bornholm (Denmark) to which there are no adjacent regions.

10 http://utip.gov.utexas.edu.
11 The extremely weak, but significant effect of activity level among multiple members

does not alter this conclusion – at 35,000 respondents even the shadow of a relation-
ship will be statistically significant.

12 The reason why the Flemish regions score higher on social capital may be that they
are more internally homogeneous ethnically speaking, and economic conditions are
better than in Wallonia.

13 The differences are evident among countries with comparable levels of economic and
social development: the strongly religious Greek are much less trusting than the more
secularized Portuguese and the religious Polish regions display lower levels of trust
than more secular Hungary and Slovenia.

14 The 20th region, Crete, ranks 30 on the least trusting list.
15 The relationship between religiosity and distrusts holds even when percentage Protes-

tants is introduced in the model (not shown).
16 An analysis using GINI coefficients (only available at the national level) as the

measure of inequality instead of Theil’s t produced similar results.
17 The correlation between inequality and institutional trust is –0.42. As noted in Figure

3.2, southern Italy and Greece, in which high institutional trust coexists with exten-
sive social inequality and low social trust, deviate from the general pattern.
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4 The role of Romanian NGOs in
the democratization process of the
society after 1990

Márton Balogh

Introduction

This chapter strives to critically discuss the role that NGOs1 played in the
democratization process of the Romanian society after the changes from 1990.
In the transition process from a dictatorial system to a democratic one, NGOs
functioning is absolutely necessary. There is a variety of ways in which the civil
society can contribute to the democratization of a country. To some, the very
proliferation of civil society organizations – no matter what their type, agenda,
or influence– builds the infrastructure of democracy, because according to the
supporters of this view an active associational life is a precursor of democracy.
The right to free elections, the freedom of speech, and citizens’ participation to
governance (including free access to public interest information) represent only
few aspects whose evolution is worth studying in this paper.

Also, the existence of a strong NGO sector provides a great opportunity in a
society, mainly because its involvement in community development is thought
to build skills and foster democratic values and attitudes in individuals that will
eventually spread to the broader society. They also enhance the prospects for
democratization because they foster associational life, empower individuals, and
provide them with the skills and attitudes that are useful for democratization.

Definitions

This section is meant to critically assess the role played by the Romanian NGOs
towards the democratization of the society after the collapse of the communist
regime in 1989. In this chapter the concept of “non-profit sector” is used in a
manner that is consistent with the definition provided by Salamon and Anheier2

(1992, 1996) who consider that there are five features that describe a non-profit
organization:

1 Organized, i.e., institutionalized to some extent. What is important is that
the organizations have some institutional reality to them.

2 Private, i.e., institutionally separate from government. Non-profit
organizations are not part of the apparatus of government. They are 
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“non-governmental” in the sense of being structurally separate from the
instrumentalities of government.

3 Self-governing, i.e., equipped to control their own activities. Some organi-
zations that are private and non-governmental may nevertheless be so
tightly controlled either by governmental agencies or private businesses that
they essentially function as parts of these other institutions even though they
are structurally separate. To meet this criterion, organizations must be in a
position to control their own activities to a significant extent.

4 Non-profit-distributing, i.e., not returning profits generated to their owners
or directors. Non-profit organizations may accumulate profits in a given
year, but the profits must be plowed back into the basic mission of the
agency, not distributed to the organizations’ owners, members, founders or
governing board.

5 Voluntary, i.e., involving some meaningful degree of voluntary participa-
tion. To be included in the non-profit sector, organizations must embody the
concept of voluntarism to a meaningful extent. This involves two different,
but related, considerations: first, the organization must engage volunteers in
its operations and management, either on its board or through the use of
volunteer staff and voluntary contributions. Second, “voluntary” also carries
the meaning of “non-compulsory”.

The other major theoretical concept employed in the analysis within this
paper is democracy. Defining democracy is a very difficult task since the term
that we currently use in a variety of contexts has a very long theoretical history
and its meaning is still evolving. Democracy (literally “rule by the people”, from
the Greek demos, “people”, and kratos, “rule”) as defined by Abraham Lincoln,
is a government “of the people, by the people, and for the people”. The author
does not agree with definitions that define democracy only in terms of free, open
and rightfully held elections (Huntington, 1991). This approach portrays free,
open and rightfully held elections as the core values of a democracy. The reason
why the author does not support this view is because the governments that
emerge from such elections can be inefficient, corrupt, and governed by indi-
vidual interests and without a strategic view with regard to the public good.
Such features can determine some governments/regimes to be undesirable but
not undemocratic. Democracy should be considered a public virtue among
others and the relationship between democracies and other ills or virtues can be
understood only if democracy is clearly separated from other characteristics of
the political systems.

The concept of democracy is defined in this paper based on the “strong demo-
cracy” literature (Barber, 1984) which assumes that: the democracy depends, for
its existence, on actively involved members who have a commitment to indi-
vidual freedom and to the rights and responsibilities of participating in a demo-
cracy. Democracy gives to ordinary citizens the greatest opportunity of
influencing public decisions.
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The NGOs role in society

Democratic society presumes the existence of active and responsible citizens, a
multiparty political system, a competitive economic market and a strong non-
profit sector.

The third sector is proved to be the most efficient in the enhancement of
moral codes and individual conduct responsibilities. Non-governmental organi-
zations are characterized by a large mobility considering the manner and the
course of their actions. This mobility represents a prerequisite for survival since
their functioning depends on the proper identification of communities’ needs and
the attraction of the necessary resources to meet these needs.

In a democratic society, the generic function of non-governmental organi-
zations is to meet those needs of the community that cannot be completely
covered by other types of institutions (belonging to the public sector or the busi-
ness environment). This view has its roots in the economic theories that explain
the development of the third sector. A different set of theories – the political the-
ories – consider that NGOs emerged in order to offer the possibility of a wide
participation of citizens in the public life (Walter W. Powell, ed. 1987). In this
sense non-governmental organizations may undertake different functions. Badila
et al. (2002) argue that NGOs assume the following functions:

• mediating the relationship between citizens and authorities;
• facilitating the social and political integration of citizens (organizations rep-

resent a framework for civil participation);
• delivering goods and services to the community;
• representing the interests of different groups from within the society.

One should note that at the functional level NGOs have a very important role
in taking over responsibilities directed towards the development of democracy in
a country. The ways in which relationships between citizens and authorities are
mediated, in which citizens’ participation and representation is facilitated, influ-
ence to a significant extent the democratic character of a country.

NGOs as main actors in the democratization process

The main hypothesis of the chapter is that the role of the NGOs in the Romanian
democratization process is connected to the development of a partnership
between NGOs and government, and the development of governance capacity as
a necessity for a modern governing system.

Based on the study of the evolution of the associative sector, the right to free
elections, freedom of speech, citizens’ participation in governance, and trans-
parency of governmental activity, the author strives to explore the relationship in
the remainder of this chapter. As documentary groundwork the analysis dis-
cussing the evolution of the non-governmental sector in Romania from 1990 to
2005 is used. This analysis is based on documents published by different NGO



56 M. Balogh

leaders from Romania as well as the evaluations elaborated by different inter-
national organizations: the European Commission, World Bank or other private
entities like Freedom House (Nations in Transition).

This analysis can prove to be relevant mainly because there are scholars and
political analysts who currently examine the Romanian context as a possible
source of solutions for other emerging democracies: for example, politicians
such as Paul Wolfowitz argued that the establishment of a Romanian type of
democratic system should be considered in Iraq (The New Yorker, November 1,
2004). However, this view is not singular in the American media and literature.
Fareed Zakaria (1997) argued that the Romanian democracy could be described
as non-liberal, along with other democracies such as Belarus or Bangladesh. The
non-liberal feature had been present in Romania according to Zakaria during the
first two terms of the Iliescu regime. According to the literature that supports
this view (Brâncoveanu, 2006), the Romanian non-liberal democracy implies
that the alternation of various parties to power is possible and keeping appear-
ances is essential; the alternation of various parties to power was limited by
means of a weak enforcement and reinterpretation of the existing laws (the best
example stems from the debate with regard to how many terms former president
Iliescu was entitled according to the existing laws) or simply by political
schemes and populism. However, the consequences of this so-called non-liberal
democracy were not as severe as in the case of Belarus or Russia or in other
countries from the ex-Soviet space. As opposed to these countries the non-
liberal democratic system in Romania does not seem to progress toward an auto-
cratic government, rather it can be described as a non-liberal system that allows
for changes in the political leadership.

The analysis of the sector between 1990–2005

If one examines the socialist period in the Eastern European states through the
lens of a historian it seems to be a voluntarily enforced, unfortunate deviation
from the natural course of evolution (Bucur, 1998).

This is the reason why, after the collapse of the socialist system, this part of
the world faces the necessity of thoughtful economic and social reconstruction
in order to re-enter the natural track of development.

Practically, the comeback to normality of the states affected by the socialism
presumes a wide economic, institutional, legal, cultural, and human construction
work, all in all the remodeling of the structural components of the society that
had been altered in their façade and function during the socialist age.

The implication of the communist regime for the evolution of the associative
sector after the post-Decembrist period can be explained through several factors.
First of all the communist regime in Romania was the most refractory with
regard to the altering of the totalitarian project in comparison to the correspond-
ing regimes from the states that were members in the communist bloc – mainly
Hungary and Poland. The Romanian Communist Party suppressed any internal
change that might have given birth to an organized dissidence. The Security –
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Political Police – (Securitatea in Romanian) was the main instrument of control
imposed by terror and mass disinformation. Security left a bitter memory regard-
ing the faith in the governing machine and state institutions. Politically or
economically influential personalities were looked at with skepticism and con-
sidered to have connections with the Security. This heritage stands at the origins
of the mistrust most people have in NGOs after 1989. Non-governmental organi-
zations were suspected to promote unstated political interests.

Another characteristic of the Romanian communist regime after 1965 that
influenced the associative sector is connected to the personality cult. In the
period between 1965–1989, Nicolae Ceausescu initiated and controlled the con-
struction of a complicated network of institutions, public policies and symbols
that served to enforce his power and authority. As a consequence, many people
identify civic participation with this kind of false participation, lacking any kind
of personal implication. Shortly after 1989 many people began to associate
freedom and democracy with the right to not participate in the public sphere.

The third characteristic that derives from the communist period, and con-
sidered to have an influence upon the evolution of the associative sector and the
role it has in society, is connected to the partnership between NGOs and public
administration that is meant to provide some services mostly in the social
department.

Ironically, although a sentiment of rejection and mistrust still exists towards
the public sphere, at the same time there is a general perception that the state
should undertake the responsibility of providing the majority of the social ser-
vices. Most people, despite their feelings toward the government, saw the state
as a primary provider of social services.

In Romania, following the collapse of the communist regime in 1989, mis-
trust towards the political and public life have started to emerge. Volunteering
was already compromised by the restriction policies of the Ceausescu regime so
the majority of the public came to identify the “liberalization” with the with-
drawing from activities with public character.

We can analyze the evolution of the role that non-governmental organizations
had in the democratization of the Romanian society dividing the period between
1990–2004 in three different periods: 1990–1996, 1997–2000, and 2001–2004.
This division in historical periods is made after the election cycles and changes
in political leadership.

The period 1990–1996

After 1989 in Romania, as well as in the rest of the Central and Eastern Euro-
pean countries, the number of registered NGOs increased. This can be inter-
preted as an expression of the newly gained freedom of association, as well as a
result of the available foreign funds for the non-profit sector. In this period, the
main regulation concerning the organization and functioning of the non-
governmental organizations was Law Marzescu (Law No. 21/1924), which was
incapable of assuring the efficient functioning of the non-governmental sector
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from a registration point of view and also from the fundraising perspective. In
1990 the number of registered non-governmental organizations reached 400 per
month (Vamesu and Constantinescu, 1996). At the end of the first period (1996)
it is estimated that 12,000 NGOs were officially registered (Şaulean and Epure,
1998).

While the non-profit sector and associative behavior have developed relati-
vely rapidly, a number of problems and obstacles still remain. Among these are
the outdated legal framework and the weak development of relations between
government and non-governmental sectors. However, probably one of the most
significant problems is caused by the limited access to financial resources and
the weak economic capacity of NGOs. Financial dependence on foreign
financers and their strategies can be considered as an important characteristic of
the associative sector of this period. The outdated legal framework means that
several of the provisions of Law No. 21/1924 were still in place; however, they
were not able to respond to contemporary issues and problems faced by the non-
profit sector. One of the most important problems posed by these outdated regu-
lations refers to the incorporation procedure that was extremely tedious and
lengthy. Prior to their incorporation, NGOs had to consult with administrative
authorities and obtain their permission. The law also created a rather restrictive
framework for their organization and functioning. Also, access to funding was
low and a distinction was made in this respect between associations and founda-
tions (the latter were not allowed to conduct any sort of economic activity).

The relationship between the government and the NGOs in this period cannot
be characterized as a prolific one. In this period the administration of the country
was made up of people who previously belonged to the Communist
Party/regime, and had, different ideological convictions to the ones promoted by
the non-governmental sector. Often during the first six years of democracy we
could encounter non-governmental organizations working side by side with
“historical parties” (by this it is meant the National Liberal Party and the
National Peasant Party that continued the traditions of their ancestors from the
interwar period) fighting against the authoritarian practices that existed at
government level. This is why we can find in Romania at the beginning of the
1990s the concept of “anti-governmental” instead of “non-governmental organi-
zation” (Badila et al., 2002). Many charismatic NGO leaders from that period
were active members or supporters of the political opposition and some even
took part in the elections held in 1996 (for example the Civic Alliance – con-
ceived as an associative structure although it participated in the 1996 elections
beside the coalition of the forces in opposition).

It is the immediate period after the 1989 revolution when different important
objectives are accomplished regarding the democratic development. In this
period the first democratic – after the collapse of the communist regime –
Romanian constitution is adopted; in it the freedom of association, and freedom
of speech are regulated. Also the first democratic elections are organized in this
period. This new fundamental law – the constitution – was an issue that pre-
sumed that basic elements of democratic development should be understood and
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internalized and not only regulated at formal level as had been previously the
case.

Regarding the partnerships between the NGOs and the government during
1990–1996 there is a limited number of examples mainly because a lack of rules
governing this field.

The 1996–2000 period

During this period a total of 27,000 NGOs were created (Dakova et al., 2000).
However their increasing number and rapid evolution is not necessarily the best
indicator with regard to the role played by NGOs in the development of the civil
society. Studies conducted during this period prove that of the 27,000 registered
NGOs merely 1,500–2,000 organizations were active, by this meaning they had
a place/location from where activities were run and they hired personnel.3 This
discrepancy between the number of registered NGOs and the number of active
NGOs can be explained by two main reasons:

1 a lack of financial resources available to NGOs which forced many of them
to cease their operation;

2 the possibility of creating an NGO purely in order to derive personal gain
from this status.

This latter situation stems from the fact that after 1995, several laws allowed
for vehicles older than eight years to be registered only by non-profit organi-
zations. The aim of the law was to support NGOs and to allow them to function
while having very few resources available. However, these provisions spurred
the creation of a huge number of fictitious NGOs. Many of them were created
and registered by individuals for the mere reason of buying and bringing into the
country cars that were older than eight years. For example, during this time-
frame, numerous NGOs were created for this sole purpose, especially in rural
areas. It was widely known, however, that the creation of NGOs, especially in
the rural area, was solely a consequence of the aforementioned regulations.

According to the statistical data compiled in the Catalogue of Associations
and Foundations in 1999 the main fields of activity for NGOs are shown in
Table 4.1.

Data presented in Table 4.1 show that more than 50 percent of the Romanian
NGOs operate within three main fields of activity: culture, social and educational
services. Other areas such as health, environmental protection, and human rights are
much less likely to represent the main field of activity many non-profits in Romania.

The author argues that it is relevant to closely scrutinize the field of activities
for NGOs as this endeavor clearly shows that one of the most significant prob-
lems NGOs are confronted with has to do with a lack of clarity and specification
with regard to how the mission and their goals are defined and also with a weak
visibility of the activities undertaken by them. As with activity levels, these
figures on fields of activity do not really enlighten understanding of the sector or
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the role it is playing. The review has confirmed earlier research that showed
most NGOs (90 percent) do not have a focused mission. Some operate more as
private businesses (for example, the majority of their income comes from fees
from private sector clients) and many others change their focus depending on the
availability of funds.

Most NGOs are not visible at all in society; however the non-profits that
operate in the social field benefit from press coverage more often and are there-
fore more visible. This happens because they respond to daily needs such as
healthcare, social protection of children and the elderly as opposed to those
organizations who operate in the field of ethnic minorities, for example. The
latter are not well known either by the society or by the sector.

With regard to the evolution of the non-profit sector legislation during this
period there are several aspects that are worth mentioning. First the election of a
new government determined a change in the official attitude towards NGOs as
compared with the attitude of the former governments. The parliament debated
more than once different drafts of the NGO framework law and as a result in
May 2000 the government decided to adopt via a Governmental Ordinance (No.
26/2000) the new law of the NGOs. The new law brought several changes that
were considered to foster the development of the third sector. The main changes
included:

• establishing an easier registration procedure;
• allowing associations and foundations to undertake economic activities;
• forcing local authorities to collaborate with NGOs – they have to provide

NGOs with public interest information, a location from where NGOs can
run their activities, and consult NGOs with regard to issues that are of inter-
est to the community;

• granting the status of public utility to NGOs that work towards the achiev-
ing of the public interest/good.

Table 4.1 Fields of activity for Romanian NGOs

Field Percent

1 Culture 26
2 Social services 18
3 Education, research 16
4 Health 8
5 Human rights 7
6 Environmental protection 5
7 Social and economic development 5
8 Professional associations/unions 4
9 International cooperation 3

10 Philanthropy and voluntaries 3
11 Religion 3
12 Others 2

Source: Associations and Foundations Catalogue, 1999.
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With regard to the changes in the legislative framework that regulates the
activity of NGOs, there is no consensus regarding the actors involved:

• According to one opinion, it is considered that these changes were the result
of the government’s “good will” and a very good personal relationship
between actors from the two sectors rather than a strong lobbying process
on the behalf of the non-profit sector.

• According to a second opinion, it is argued that NGOs were actively
involved in the process of legislative change; however, the experts rather
than representatives of the non-profit sector played a greater role.

This period is also characterized by an enhancing of the relationships
between the government and the NGOs. There are different reasons for this
change (Dakova et al., 2000). The main reason is related to the change in polit-
ical leadership that took place at the end of 1996. The new government estab-
lished mechanisms and structures that would allow for a real dialogue with the
associative sector at both the central and local level. At the central level two
such organizational structures were created – one in close connection with the
president (The Bureau for Civil Society) and the other one functioning in con-
nection with the government (The Bureau for the Relationship with NGOs). The
Bureau for Civil Society had among other tasks the obligation to maintain the
flow of information and the dialog between the non-profit sector and the govern-
ment, to consult with the NGOs with regard to relevant problems, and provide
the NGOs with the opportunity to voice their opinions to the government. The
Bureau for the Relationship with NGOs was meant to coordinate the legislative
efforts in the field of NGOs and to support the national network comprised of
those responsible for the relationship with the NGOs. During this period the
framework law that regulates the organization and the functioning of the non-
profit sector was adopted. This law made compulsory the existence of an organi-
zational structure that would facilitate cooperation. This law did not, however,
produce visible effects until 2001.

With regard to the financing of the non-profit sector the dependence of NGOs
on external donors is still a main feature of this period (Dakova et al., 2000).
Dakova et al. argue that at the end of this stage the external funds accounted for
55 percent of the financial resources employed by the non-profit sector in
Romania. With regard to how NGOs are financed during this period two import-
ant aspects have to be mentioned: first, the financial crisis from 1996 to 1998,
caused by the exit of several big donors from Romania, forced numerous NGOs
to cut down on the number of projects implemented; second, this was for the
first time that the central public administration – the Ministry of Sports, the Min-
istry of Labor, the Department for Interethnic Relations –allocated money for
the financing of various projects undertaken by NGOs.
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The 2001–2004 period

During this stage the strengthening of the NGO sector took place – the number
of organizations gradually increased, the sources of finance diversified, and the
implication and the impact of the third sector’s activities on the community
grew. The number of NGOs in this period increased until it reached 40,000. The
big number of inactive organizations continued, however, to represent a big
problem for the non-profit sector (Donors Forum).

From the political standpoint this period can be characterized as stable. The
Social Democratic Party was in power during this period. This party was also
the leading party during the 1990–1996 period (the Social Democratic Party was
also known during the previous years as the Social National Movement, and the
Romanian Democratic and Social Party). With regard to the relationship
between the government and the NGOs there was an important change in atti-
tude, mainly concerning the domineering tendency of the government. For
example, the organizational structures in charge of the management of the
government-NGO relationships continued, however, several attempts were made
towards limiting the independence of the third sector. A relevant example stems
from the adoption of a new Governmental Ordinance – (37/2003) – that was
amending the framework law of NGOs. A provision that was interpreted as a
restriction with regard to the independence of NGOs refers to the obligation of
NGOs that are in the process of incorporation to ask for the approval of the
central government structure under which jurisdiction its activity takes place
(ministries in different fields of activities). Also numerous debates were genera-
ted by the drafting and adoption of the strategy for the development of the civil
society. Numerous NGOs’ representatives considered that several of its provi-
sions were meant to limit the autonomy of the non-profit sector vis-à-vis the
government.

Two important legislative endeavors are worth mentioning during this stage:

• the modification of the 1991 Constitution in 2003, and;
• the issuing of the Governmental Ordinance No. 37/2003 that modifies the

Governmental Ordinance No. 26/2000 that used to regulate the functioning
of NGOs.

An important law for the functioning of the third sector – Law No. 52/2003
regulating the transparency in the decision-making in public administration was
also adopted in 2003. The law was mainly a result of the pressures exercised by
international organizations (the European Union) as well as by NGOs. The
necessity of adopting such a law stems from the following reasons (Stefan and
Georgescu, 2003):

• There was no coherence or consistency with regard to the government’s
obligation of involving the civil society in the decision-making process,
including the process of drafting and adopting new legislative acts.
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• Even though there were situations when cooperation between the govern-
mental organizations and NGOs was successful, there was mainly a lack of
transparency.

• Governmental institutions who were not open to dialogue with the civil
society were able to take advantage of a limited legal framework that did
not make transparency a compulsory obligation.

• The participation of NGOs in the decision-making process mainly took
place as a result of their own initiatives. The success of such endeavors was
further enhanced by the openness of certain public institutions mainly due
to open-minded people in leadership positions.

• The necessity of a dialog between public institutions – NGOs tend to be
agreed upon by the governmental structures involved mostly at the level of
principle rather than in practice when decisions need to be made.

• The techniques used to consult with the civil society are still in their infancy
and they are merely tentatively used by the government despite the exist-
ence of a very broad array of such techniques. The use of such techniques
by the public institutions seems to be a purpose in itself and not a means.
The practical aspects that would further their efficiency are not taken into
consideration. Also the input gathered during consultation is rarely used
towards the drafting of the final decision/document.

All these legislative efforts have an important role in the evolution of the
non-profit sector as well as in the democratization process of Romanian society.

This period is characterized by an increased diversity in the types of financial
resources available to NGOs; other resources became available besides the
“traditional ones”, namely external donations, both public and private and
domestic governmental funds. The first locally financed programs for NGOs
occur during this period. The local public authorities that were financing such
programs include the city halls in Cluj Napoca, Oradea, etc.

With regard to enhancing the public visibility of NGOs several initiatives
were undertaken during this period, all of them related to the
development/enhancement of democratic practices. An important effort in this
sense is represented by the NGOs’ involvement in the adoption of the Trans-
parency Law (see p. 62). The Coalition for a Corruption Free Parliament was
also created (a coalition among several NGOs whose main task was to monitor
the correctness of the election process). Within this context it is important to
highlight the occurrence of several policy nuclei/centers whose main focus is on
the studying of public policy issues and on the initiation of several debates on
issues of public interest.

Based on all these evolutions one can argue that the Romanian NGO sector
remained diverse and influential during this period, leaving its imprint on
various laws and policies.
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Conclusions

The democratization wave in Europe started in 1974 in Portugal. At that point in
time there were only 40 democratic countries. However the number of demo-
cratic regimes today is above 120. A clear definition of democracy is needed not
in order to count how many democratic countries exist today worldwide, but
rather because it may prove a useful instrument that could guide us through the
complicated web of political and geo-strategic processes that are taking place
right now and through the globalization process. The peak of the democra-
tization process that started in 1974 was represented without any doubt by the
collapse of communism. Its demise represents in a way a success of democracy
mainly because communism seemed to be so entrenched in these countries.
Thus, in this new century, the democratization effort is not only a political but
also a military endeavor. The war in Iraq has to be understood in the context of a
military effort that is necessary in order to further the democratization process.
This dichotomy war – democracy is not necessarily unrelated to the issue of
establishing democratic regimes.

The support of the Romanian NGOs for the development of the democratic
regime was often inconsistent. Democratic changes were implemented generally
due to external pressures from international organizations and/or international
donors. NGOs were frequently acting as intermediaries for their interests.

Specific elements that influence the development of democracy can be noted
in the relationship between NGOs and public authorities for each of the analyzed
sub-periods in the interval of 1990–2005. First sub-period 1990–1996 is charac-
terized by a conflict approach. The legislation was then passed that guaranteed
the necessary rights for the democratic evolution, such as the right to associate,
to freedom of expression, to elect and to be elected, free election, etc. Therefore
one can say that during this period the fundamentals of a democratic society
were settled.

The second sub-period is characterized by partnership – solutions for current
issues were searched based upon the openness from the government. There were
attempts to build solutions using the basic elements already laid out during the
previous interval. Entities/institutions that would implement these basic ele-
ments were established.

The third sub-period consisted of the transition to elements that are more spe-
cific to democratic development such as transparency and involvement in
decision-making. Democratic development was meant both in terms of govern-
mental activity and political activity and agenda.

NGOs had an important role in the democratic evolution of Romania in each
of the three sub-periods of the studied interval. However, additional issues to be
investigated are:

1 who establishes the goals and objectives;
2 the extent of their impact in the development of the society after these goals

and objectives were internalized by the NGOs.
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For the Romanian situation, goal setting depended to a large extent on donor
agendas and to a lesser extent on the wishes/needs of beneficiaries and the
impact of these activities was influenced not only by the power of the NGOs but
also by governmental openness.

Notes

1 Non-governmental organizations.
2 The author employs in this chapter the following concepts interchangeably: non-profit

or non-governmental organizations.
3 Civil Society Development Foundation – Associations and Foundations Catalogue

from Romania, 1999.
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Laws

Constitutia României din 1991.
Constitutia României din 1993.
Ordonanta 26/2000 – legea Asociatiilor si Fundatiilor.
Ordonanta 37/2003 – privind modificarea ordonantei 26/200 – Legea Asociatiilor si Fun-

datiilor.
Legea 21/1924.
Legea 246/2005.
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5 Welfare architecture and
voluntarism
Or why ‘changing the welfare mix’
means different things in different
contexts

Lars Skov Henriksen, Thomas P. Boje, Bjarne Ibsen
and Inger Koch-Nielsen

Introduction

Historically, voluntary associations and popular movements have played an
important role in the making of the Scandinavian democracies and welfare states
(Klausen and Selle 1996). Within the welfare fields, a remarkable upsurge of
interest in these institutions has been observable since the early 1980s in many
European welfare states. Growing scepticism and criticism of state and profes-
sional monopoly in the welfare fields, together with mounting concerns over
‘new’ social problems like social exclusion, have paved the way for more ‘ideo-
logical space’ for voluntary organizations. A strong political consensus that
ageing populations and globalization set limits to taxation (Goul Andersen 2006)
has also been central to the argument that alternative partners will be needed in
social policy in future. Even in social-democratic welfare states like the
Scandinavian, strong public and political trust in the voluntary or non-profit
sector as a partner in a ‘new welfare mix’ has been voiced over the last 15–20
years. In Denmark this has been evident in symbolic political expressions such
as a ‘charter for the mutual cooperation between associations and government’
in 2001, as well as in changes in various laws and legal frameworks, e.g. the
‘Social Services Act’ of 1998, in which it was made compulsory for local
government to cooperate with voluntary social organizations.

However, such efforts to promote civic engagement and voluntary organized
provision of help and services are seldom followed by close empirical research
into the actual problem-solving capacity of the voluntary sector. Too often it is
merely taken for granted that it is possible to rely more on volunteers and their
organizations, and too often it is simply assumed that the voluntary sector, by
virtue of its alleged independence and autonomy, is able to perform critical
functions. The aim of this chapter is twofold: first, to carefully describe and
evaluate the capacity of the Danish voluntary sector by measuring its absolute
and relative size and importance within different sub-sectors of society. And



second, to characterize the function and role of the voluntary sector in Denmark
by analysing, among other things, its financial relations with the government.
We do so by summarizing the information available on three interdependent
dimensions, which are too often treated separately:

1 the individual level of volunteering;
2 the organizational level of voluntary organizations and associations, and;
3 economic and labour market indicators of the size and impact of the

voluntary sector.

We think an empirically based close investigation of the actual size, composi-
tion and operation of the voluntary sector is necessary, because the more general
and popular ‘civil society talk’ leaves too little room for taking into consideration
the specific ‘division of labour’ between state, market and voluntary sectors that
characterize different welfare systems; a fact that, as we will demonstrate, is
highly consequential for not only the capacity but also for the role played by the
voluntary sector. In this chapter we will refer to data covering voluntary work and
voluntary organizations in a wide array of sub-fields, but our main focus will be on
the welfare fields (social services, health, and education) where policy attention
has been most intense recently. All data derive from the Danish part of the Johns
Hopkins Comparative Non-profit Sector Project carried out from 2004 to 2006.

Concepts and definitions

In this chapter we use the terms ‘volunteering’, ‘voluntary organization’ and
‘voluntary sector’. At the most general level, volunteering can be defined as ‘the
contribution of services, goods, or money to help accomplish some desired end,
without substantial coercion or direct remuneration’ (Smith 1981: 33). Most def-
initions stress that volunteer work is non-obligatory, unpaid, and takes place in
an organized context; often in an association but this need not be the case. Often
volunteer work is treated as a leisure activity which mostly benefits the particip-
ants themselves. But the fact that volunteer work is undertaken freely, uncom-
modified and unpaid does not make it unproductive (Wilson and Musick 1997:
694). Plenty of work done by volunteers would have to be paid for, if not pro-
vided by volunteers. This is true of activities such as coaching the local soccer
team, visiting old people, auditing the accounts of the local girl scout associ-
ation, advocating human rights, conducting the church choir or raising funds for
the local chapter of the Red Cross. In all of these instances, volunteers are pro-
ducing collective goods which can be consumed by either fellow members or
people in general (Wilson 2000: 216). In this chapter, we will concentrate on
formal volunteering, leaving aside more informal voluntary activities such as
helping friends and neighbours.

The voluntary sector consists of a host of organizations which, according to
the widely accepted ‘structural/operational definition’ of the non-profit sector,
share the following characteristics, in that they are:
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Organized, i.e., they have some structure and regularity to their operations,
whether or not they are formally constituted or legally registered. [. . .]
Private, i.e., they are not part of the apparatus of the state, even though they
may receive support from governmental sources. [. . .] Not profit-
distribution, i.e., they are not primarily commercial in purpose and do not
distribute profits to a set of directors, stockholders, or managers. [. . .] Self-
governing, i.e. they have their own mechanisms for internal governance. 
[. . .] Voluntary, i.e., membership or participation in them is not legally
required or otherwise compulsory.

(Salamon et al. 2004: 9, 10)

In a Danish context, this definition includes three different forms of organization
in particular: the traditional voluntary association, the so-called independent or
self-governing institution, and the charitable foundation (Ibsen and Habermann
2006). Space limitations do not allow a detailed discussion of the many prob-
lems regarding inclusion and exclusion of particular organizations; suffice to say
that the ‘empirical reality’ of the voluntary sector cannot be constructed in any
final and unambiguous way. Mapping the scope and size of the voluntary sector,
therefore, depends on how ‘strictly’ the above criteria are applied to cases falling
into the ‘grey zone’. In the Danish Johns Hopkins study, rather strict application
procedures have been pursued (for a detailed discussion, see Ibsen and Haber-
mann 2006).

Included in the Danish voluntary sector is a set of diverse organizations in a
wide range of fields. At a more general level, we can distinguish between:

1 activity-oriented voluntary organizations within the fields of sports, culture
and recreation;

2 welfare-oriented organizations within the fields of social services, health
and education, and;

3 societal-oriented organizations1 such as political parties, trade unions, inter-
national, environmental and community organizations.

These organizations perform a variety of functions and roles. Some supply
human services, while others play an advocacy role, identifying problems and
bringing them to public attention. Others are vehicles of cultural expression and
activities in arts, music or sports, while still others build communities (Salamon
et al. 2004: 23). Organizations may perform several of these functions at the
same time.

Data

As mentioned, our data are derived from the Danish part of the Johns Hopkins
Comparative Non-profit Sector Project. Individual level data is based on a
random sample of 4,200 persons aged 16–85, drawn from the Central Population
Register. Interviews were conducted as telephone interviews, and the response
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rate was 75 per cent. The pre-coded questionnaire applied was constructed in
accordance with the Johns Hopkins manual.2 A comparison of the characteristics
of the 3,134 persons in the final database with the characteristics of the Danish
adult population in general suggests that the sample is representative as regards
gender, age, and geographical dispersion. However, respondents with non-ethnic
Danish backgrounds from non-western countries are under-represented in the
study. In the survey respondents were probed about formal volunteering within
14 different fields (culture, sports, hobby, education, health, social services, the
environment, housing and community, trade unions and work organizations,
advice and legal assistance, political parties, international organizations, reli-
gion, and other). Respondents were asked if they volunteered within each field;
if the reply was affirmative, they were asked about the number of hours volun-
teered, the type of volunteer work done, and whether they were members of the
organization or association for which they volunteered. It should be noted that in
some cases volunteering took place in an organization which is not voluntary –
for instance a public school or kindergarten.

Organizational level data are based on a comprehensive mapping of all local
and regional organizations, associations and foundations found in one
representative region in Denmark (the island of Funen). A total of 5,764 local
and regional associations were registered together with 600 self-governing insti-
tutions and 582 foundations. 4,047 of the local and regional associations were
sent a questionnaire asking about members, activities, financing, cooperation
with the government etc. The response rate was 49 per cent (Ibsen 2006). A
questionnaire was sent to all local and regional self-governing institutions and
foundations as well (response rate 44 per cent and 41 per cent respectively).
Similarly, 2,992 national organizations were mapped and sent a questionnaire.
Whereas identification of local and regional organizations can be assumed to be
close to total, this ambition proved far more difficult to achieve at the national
level. There are several reasons for that: an official register or directory of
national organizations does not exist, and it is often quite difficult to distinguish
a national organization from a local or a regional organization. The question-
naire for the national organizations was sent to 1,661 registered organizations, of
which 39 per cent responded.

The economic and labour market impact of the voluntary sector is estimated
based on figures from the population survey of individuals, and on information
and data from the Danish National Account database. A special survey was
carried out by Statistics Denmark in spring 2004, interviewing a sample of 670
non-profit institutions out of a total population of about 37,000 non-profit insti-
tutions registered in the Danish National Account. From this survey, we have
information on the value added by the non-profit institutions, capital assets held
by the sector, economic transfers to the voluntary sector from the welfare state,
donations and membership fees, and the number of individuals gainfully
employed in the voluntary sector. Several of these data have been complemented
with data from the population survey in order to produce estimates of the
amount of work – paid and unpaid – carried out in the voluntary sector, and the
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economic resources available for activities to be carried out by the voluntary
sector (see Boje 2006 for more detailed information).

Findings

Below we report on our findings for the individual level data, organizational
level data, and economic and labour market data.

Formal volunteering

According to our findings, about 35 per cent of the Danish adult population
reported having done some form of organized voluntary work within the last
year. This finding is roughly equivalent to findings obtained in the Danish part
of the European Values Study from 1999, in which 37 per cent reported having
carried out volunteer work (Koch-Nielsen and Clausen 2002, 2004), and to the
Danish study on cultural and leisure activities from 1998, where 34 per cent
reported having spent time volunteering (Fridberg 2000). Combined with the
fact that our survey is based on a large random sample, these findings suggest
that our data are robust.

Comparing rates of volunteering across countries presents researchers with
numerous methodological problems. Evidence is mixed and contested, and some
times enormous differences are found for the same country from one study to
another. Some of the differences are caused by definitional variation while
others are due to methodological problems; it is especially important to note the
exact wording of the questions, and whether respondents were prompted or not
(Rooney et al. 2004; Toppe 2005). We do not intend to go into detail with this
topic; but compared with our neighbouring countries, Norway and Sweden, it
seems that they consistently report somewhat higher rates of volunteering than
Denmark. Depending on the particular study in question, volunteering rates go
up to, or even above, 50 per cent in Norway and Sweden (Wollebæk et al.,
2000; Sivesind 2005; Hodgkinson 2003). These figures are probably among the
highest in Europe. However, compared with other European countries, Denmark
is not doing badly at all. Several studies have found Danish volunteering rates to
be on the same level as the UK and the Netherlands, and there is reasonable
evidence suggesting that volunteering is more widespread in Denmark than in
Germany, Belgium, Ireland and other European countries as well (Gaskin and
Smith 1995; Hodgkinson 2003; Salamon et al. 2004; Dekker and van den Broek
2005).

An important aspect to bear in mind in the case of Denmark (and probably
more important than these hazardous cross-country comparisons) is that formal
volunteering seems to have been on the increase since the early 1990s. At that
time, two separate studies, from 1990 and 1993 respectively, found that only
about 25 per cent of the Danish population was volunteering (Gundelach and
Riis 1992; Anker and Koch-Nielsen 1995).

Volunteering also accounts for a significant number of work hours. If we
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limit our focus to the 25 per cent in the data set reporting to have volunteered
within the last month,3 they worked on average 17 hours a month. That is
equivalent to 4.5 weeks of full-time work a year, worked by about 25 per cent of
the adult population. This is a substantial contribution, which would amount to a
considerable payroll, were these activities and services to be provided by the
state or the market. Of course, it must be remembered that the mean masks great
variations between individuals.

Overall rates of formal volunteering and hours volunteered, though, may not
be the most important indicator of civic engagement. More important may be the
distribution of volunteers within fields of activity. While the aggregate data give
us some broad idea about the level of volunteering and voluntary work, it does
not tell us anything about where we find the volunteers.

Our findings follow a general pattern which is also found in the other
Scandinavian countries (Helander and Sivesind 2001): most volunteers are
found within sports, culture, recreation and hobby, where 18 per cent of the
population reported volunteering; 6 per cent reported volunteering within
housing and local community; 6 per cent within social work or health; 5 per cent
within some form of political organization (including international organi-
zations), and 3 per cent within teaching and education. Very small numbers were
found in the fields of religion and the environment. There are some statistically
significant gender differences. Men tend to be over-represented compared to
women within the leisure field and housing and the community, whereas we find
the opposite pattern within social services and health.

Organizational ecology

Our individual level data findings are complemented by findings from the
mapping of local and regional and national organizations. Table 5.2 below on
the distribution of local and regional associations, where we find the majority of
the volunteers, seems to mirror the patterns of individual volunteering. Our data
seem to support the idea that the population ecology of voluntary organizations
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Table 5.1 Percentage of Danish population reporting volunteering last year by field of
activity. (Men, women, and all, 2004)

Fields Men Women All

Leisure: culture, sports, recreation and hobby 21 15 18
Housing and local community 8 4 6
Social services and health, including advice 4 7 6
Politics: Vocational, political parties, and international 6 4 5
Teaching and education 3 4 3
Other: the environment, religion, and other 5 5 5
Total 38 32 35
N 1,502 1,632 3,134

Source: Koch-Nielsen et al. (2005).
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makes a difference to the opportunity structure of volunteering. That is, the
particular institutional setting in which the individual volunteer finds himself is
important, as some forms of voluntary action are enabled while others are con-
strained.

More than half (52 per cent) of all local and regional voluntary associations
are found within the fields of sports, hobbies, and arts and culture. Other import-
ant fields are housing and local community (11 per cent), professional work
organizations, business organizations and trade unions (12 per cent), and social
services and health organizations (9 per cent). Political organizations (together
with legal advice and international organizations) constitute 9 per cent, whereas
organizations for education and research hold about 5 per cent. Environmental
protection and religious organizations represent very small numbers.

What further characterizes the population of local and regional voluntary
organizations in Denmark is the fact that the bulk of them are membership-based
associations. More than 80 per cent of all local organizations were classified as
membership-based associations (Ibsen 2006). This is also reflected in the indi-
vidual level data on formal volunteering, where 79 per cent of all volunteers said
their volunteer work was carried out for an organization or association of which
they were also a member. The organizational reliance on volunteers is further
reflected in the fact that 80 per cent of the local and regional organizations had
no paid staff on their payroll (Ibsen 2006). Based on the organizational data, it is
estimated that the total number of voluntary organizations in Denmark is about
70,000–100,000 – or about one association for every 80–100 citizens. Many of
these organizations are quite small: only 20 per cent had more than 250
members and 60 per cent had less than 100 (Ibsen 2006).

The distribution of organizations on the national level is somewhat different
from the local level. The most important relative differences are found within
the fields of leisure, and community and housing organizations, which are all
mainly found on the local level. The share of health and social services organi-
zations is higher at the national level, which is mainly due to the fact that
Denmark has a large number of quite small membership-based interest organi-
zations working for a variety of different types of illnesses and handicaps. Work
organizations such as trade unions, business organizations and associations for
professionals are also mainly national.

The self-governing non-profit institutions have a strong position within social
services and education and research. Within social services there is a long-
established tradition, dating back to the Christian philanthropy of the latter part
of the nineteenth century, for public-private partnerships. Historically, self-
governing non-profit institutions have played an important role as complement-
ary and alternative service providers within child welfare, eldercare, and in
relation to marginalized groups (juvenile homes, rehabilitation centres for
abusers, homeless shelters, refugee centres, etc.) (Henriksen and Bundesen
2004). Within education and research, the private and so-called ‘free schools’,
‘free boarding schools’ and the ‘folk high schools’, dating back to the famous
social movement of farmers and smallholders also in the latter part of the nine-
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teenth century,4 have played an important role in primary and continuing educa-
tion. Within these two sub-fields, we see strong social movements which have
over time built non-profit institutions that continue to shape Danish society.
These institutions are important welfare providers and important components in
the Danish welfare architecture, although their role as an alternative institutional
device might not be that pronounced anymore: today most self-governing non-
profit institutions have become part and parcel of the societal fabric and few
would consider themselves in opposition to society. They rely heavily on public
funding, and many of them are essentially contract partners functioning as vehi-
cles for implementation of public policies.

The Danish voluntary-sector economy and labour market: size and
importance

A final aspect of describing the importance of the voluntary sector in Denmark
involves estimating its size and economic impact, and the composition of its vol-
untary workforce; i.e. paid as well as unpaid work activities carried out in the
sector. We start with an estimate of the work carried out in the voluntary sector.
We distinguish between paid work performed in the voluntary sector and unpaid
work carried out in non-profit and voluntary organizations (formal volunteer-
ing). In Table 5.3 the size of the two types of work is estimated.

For comparative reasons, we calculated the estimates in full-time equivalents
(FTE) for both types of work. The total number of individuals doing unpaid work
in the voluntary sector is close to 1.5 million but, as we have seen, most of these
individuals only work a couple of hours per week. Therefore, in order to compare
the figure for unpaid work and the amount of paid work, we have to estimate the
full-time equivalents for both. As can be seen in Table 5.3, unpaid work done by
volunteers in Denmark is equivalent to 110,041 full-time workers or 3.0 per cent
of the active Danish working population in 2004. This is only slightly less than the
paid work carried out in the voluntary sector, which is calculated to 140,620 full-
time workers or 3.8 per cent of the active Danish working population.
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Table 5.3 Size of the Danish voluntary sector, measured by the workforce. (Paid and
unpaid work, 2004)

Total workforce in the Share of active 
Danish voluntary working population – 
sector (FTE)* aged 16–66 (3,677

million persons) (%)

Paid work in the voluntary sector 140,620 3.8
Unpaid work in the voluntary sector 110,041 3.0

Sources: calculated from the Danish Johns Hopkins Population Survey, 2004, and the Danish
National Account survey of non-profit institutions, 2004.

Notes
* Full-time equivalent (FTE) is defined as 1,650 hours per year.



As touched upon earlier, the level of formal volunteering is lower in
Denmark than in Norway and Sweden. However, the Danish voluntary sector is
characterized by a higher level of paid work than our Scandinavian neighbours –
as can be seen in Table 5.4. The main explanation for this higher level of paid
work in the Danish voluntary sector is the relatively large number of self-
governing non-profit institutions within education and social services described
above. By definition, they are part of the voluntary sector, despite the fact that
they are strongly regulated by the state and financially dependent on public
finance.

Looking outside Scandinavia, we find that the economic impact of the vol-
untary sector in Denmark is lower than in the Netherlands and the UK. In the
Netherlands, the voluntary sector has a significant economic impact, meas-
ured by the sector’s total expenditure as a share of the Gross Domestic
Product (GDP) and also by the proportion of paid work in the sector.
Denmark is closer to the UK in terms of the voluntary sector’s share of GDP,
whereas the proportion of paid work is considerably lower in Denmark. The
differences are most likely due to the importance of voluntary and non-profit
organizations as service providers in the UK and the Netherlands. Though the
proportion of the population in Denmark doing voluntary work is approxi-
mately at the same level as in the Netherlands and the UK, volunteers appar-
ently work more hours in these two countries, which would explain why they
seem to be adding more value. However, caution is called for here, as
methodological variations – rather than empirical – might account for these
differences.

Differentiating between sub-sectors of the Danish voluntary sector, we find
huge differences in both the amount of paid work and voluntary work. In Table
5.5 we have calculated the number of paid employees and volunteers within 11
different sub-sectors of the Danish voluntary sector.

When analysing the voluntary sector’s contribution to welfare provision, it
is important to note that the largest share of paid employment is found within
two welfare fields: education and research, and social services. Approximately
36 per cent of total paid work within the voluntary sector is found in education
and research, and 28 per cent in social services. Together, these two non-profit
sub-sectors account for about two-thirds of total employment in the voluntary
sector. They are also the most formalized and professionalized, measured by
the share of paid work in relation to the total workforce in each of the two
fields (as shown in the right column of Table 5.5). This is also what we would
expect, given the role played by self-governing non-profit institutions in these
fields. By comparison, the field of health has a very low share of paid work in
the sector, only about 2 per cent, and hence also a lower degree of profession-
alization.

However, when we look at the distribution of unpaid voluntary work, the
picture is completely different. Close to half of the voluntary work calculated in
full-time equivalents is carried out in the sector for sports, cultural and recre-
ational activities, while voluntary work in education and social services only
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represents 5 per cent and 8 per cent of the total amount of voluntary work
respectively. Welfare services are thus an important source of employment in
the voluntary sector. Within education and research, the ‘free schools’, the ‘free
boarding schools’ and the ‘folk high schools’ are the main agencies, and within
social services it is kindergartens, nursing homes, juvenile homes, homeless
shelters and rehabilitation centres for alcohol and drug addicts. These non-profit
institutions are important welfare providers, and it seems there is some institu-
tional capacity for problem solution here. Compared to Norway and Sweden, it
also seems that there is more scope for these non-public providers of welfare in
the Danish welfare system. Still, in general, the Danish voluntary sector’s contri-
bution is relatively small compared to the public-sector welfare provision. Only
in a few cases does voluntary organized service provision account for a consid-
erable part of the services provided. On the other hand, the universalistic welfare
path followed by Denmark does not exclude a mix of public, voluntary and non-
profit providers.

Another very important feature to consider when characterizing the voluntary
and non-profit sector is its financial composition. As regards the local organi-
zational society, financial autonomy must be said to be the main characteristic.
On average, about 50 per cent of all financial resources of the local and regional
associations derives from membership fees. Adding to this another 25 per cent
derived from associational activities and arrangements, a total of 75 per cent of
all revenue is generated from fees and charges. The remaining 25 per cent con-
sists mainly, but not exclusively, of public-sector support (Boje and Ibsen 2006:
60, 61). In the social services field, public subsidies to local and regional associ-
ations amount to 36 per cent, whereas the corresponding figure in the field of
health is 27 per cent.

However, when taking the self-governing non-profit institutions into account,
the picture changes. Now, almost 44 per cent of total income in the voluntary
and non-profit sector comes from government sources (Boje and Ibsen 2006:
215). This is close to the average of 48 per cent that Salamon, Sokolowski and
Associates (2004: 33) find for developed countries, which would actually put
Denmark in the group of ‘government-dominant’ countries, together with e.g.
the UK (47 per cent), France (58 per cent), the Netherlands (59 per cent), and
Germany (64 per cent). Denmark seems to hold a middle position between the
fee-dominant Scandinavian countries, Norway and Sweden, where 35 per cent
and 29 per cent of total revenue respectively come from government sources,
and some of the continental and liberal European welfare states.

However, it is important to note that the Danish voluntary and non-profit
sector is split into a large majority of locally based membership associations
with a low degree of public support, and a relatively small number of self-
governing non-profit institutions, which are important both in terms of service
provision and economic impact, within the welfare fields; especially social ser-
vices and education (but not health).
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Basic structures

We would like to conclude the descriptive part of the chapter with some remarks
on the connection between the type of welfare regime and the type of organi-
zational society. Adequate empirical evidence seems to suggest that the
Scandinavian organizational societies form a particular sub-group (Sivesind and
Selle 2005). However, to some extent Denmark differs from Norway and
Sweden, in spite of the similarities in basic structures and division of labour
between government and voluntary sector. Based on our results from the Danish
Johns Hopkins study, we would like to point out the following distinctive
characteristics of the Danish voluntary sector:

1 Based on the quantitative indicators of formal volunteering in our study, it
is difficult to find support for the often-held pessimistic view that we are
witnessing a decrease in people’s support for and involvement in associa-
tional life and social networks in Denmark, and more generally in Scandi-
navia. On the contrary, our data seem to confirm prior studies finding a
strong mobilization of volunteers and civic engagement in the Scandinavian
countries (Lundström and Wijkström 1997; Wollebæk et al. 2000; Oorshoot
and Arts 2005) – although Denmark in this respect is lagging somewhat
behind both Norway and Sweden. In all the Scandinavian countries, volun-
teering and voluntary work seem to unfold on the foundations of a large
public sector which takes the main responsibility for social assistance and
investment in culture and leisure facilities. There is no evidence that the
generous welfare states of these countries have crowded out people’s
engagement in civil society organizations. Individual volunteering is,
however, predominantly directed towards sports and recreational activities,
where local voluntary associations are the prime vehicles for expressing a
variety of sentiments and impulses. In all the Scandinavian countries, it is
within these fields that we find close to half of all volunteers and voluntary
organizations.

2 To a very large extent, the political debate about changing the welfare mix
and more prominent roles for voluntary organizations and volunteers is
driven by the perception that these phenomena should be considered part of
a ‘cluster of helping behaviors’ (Wilson 2000: 215) and an essential part of
what has been called ‘the culture of benevolence’ (Wilson and Musick
1997: 697). But the very notion of volunteering as synonymous with
‘helping and caring’ might be misleading in a context like the Scandinavian
one. Here volunteering is much more about facilitating leisure activities and
organizing political interests (in the widest meaning of the term) than about
taking care of the needy. Because of the strong tradition for public provision
of welfare services, volunteering is only to a very limited extent inclined
towards helping and caring in the Scandinavian countries. Even though
there is room in the welfare fields – and more so in Denmark than in
Norway and Sweden – for service provision by non-profit institutions, the
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welfare field is relatively small, and many social services and health organi-
zations have an essentially representational role, advocating the interests of
particular groups such as the elderly, the mentally ill, the handicapped etc.
In fact, it is among the specialized interest groups that we find the most
rapid growth in the present organizational society – close to half of all
present organizations within the field of health have, for example, been
established after 1990 (Boje and Ibsen 2006).

3 Volunteering mainly takes place within membership-based local and
regional organizations. This underlines the importance of the ‘associational
foundation’ of the Scandinavian organizational societies. However, the bulk
of these organizations have a limited membership base and they depend to a
very large extent on volunteers. With the exception of the self-governing
institutions within social services and education, we are far from the ‘pro-
fessional non-profit service institutions’ much more prevalent in continental
and liberal welfare societies. The Scandinavian countries have a compara-
tively small share of what David Horton Smith (1997: 120) has called
‘formal program volunteering’ (as opposed to ‘associational volunteering’):
i.e. non-profit organizations providing services such as hospital care, higher
education, cultural entertainment etc. In such institutional arrangements,
volunteers play only a supplementary role to the predominantly paid staff.

Discussion

In the debate about future welfare arrangements, it is often claimed that actors
other than state and local governments will have to play a more active part. A
typical argument is that changes in the division of labour are necessary in order
to ‘cut costs and enable states to concentrate on core activities’ (Kangas and
Palme 2005: 5).

This is a compelling argument, and the ideological space thus opening for
actors other than the core governmental ones in providing welfare has indeed
paved the way for voluntary and non-profit institutions across most Western
countries. In general, however, ‘third way’ rhetoric does not leave much scope
for taking into consideration the specific institutional arrangements characteriz-
ing different welfare states; a fact that is highly consequential for not only the
capacity but also for the role played by voluntary and non-profit institutions in
different settings.

As outlined above, the voluntary sector in the Scandinavian countries has a
size and composition which to some extent matches the social-democratic
welfare regime of these countries (Helander and Sivesind 2001; Sivesind et al.
2002; Sivesind and Selle 2005). Measured by employment, the voluntary sector
is relatively small compared to other European countries; but measured by the
number of volunteers and the amount of volunteering the sector is relatively
large. When it comes to the core areas of welfare provision (social services,
health, education), however, the contribution of volunteers is relatively small. In
Denmark only 6 per cent of the population volunteers within the fields of health
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and social services, and only 3 per cent within the field of teaching and educa-
tion. Yet, there seems to be some capacity for welfare provision within the fields
of teaching and social services, where we find the majority of the sector’s
employees. Whether these non-profit services are in fact a distinct alternative to
those provided by the government is open to question. There is no doubt,
however, that the ‘free schools’, ‘free boarding schools’ and ‘folk high schools’
are important, not only as supplementary providers of basic and continuing edu-
cation, but also to some extent as institutionalized spaces in Danish society
where ‘deliberative democratic processes’ are being practised and learned. Sim-
ilarly, it is a fact that the voluntary social services organizations and non-profit
institutions can and do deliver important social services, especially to those in
greatest need, and that they often address inequalities and unmet needs in
Danish society which would not otherwise be raised.

Having said that, the fact remains that by far the largest share of volunteers,
associations and voluntary activities in Denmark are found within the recre-
ational areas of sports, leisure and culture. Adding to this picture is also the fact
that most voluntary organizations are relatively small and autonomous
membership-based associations strongly dependent on volunteers. Ironically, in
many ways these structural characteristics are in accordance with the ideal-type
understanding of civil society as, in the words of Michael Walzer (1991: 293),
‘the space of uncoerced human association’. The institutional arrangement of the
Scandinavian countries has neither led to a crowding-out of civic engagement
nor a decline in social capital – rather, the contrary seems to be true. But the
hard fact still remains that the voluntary sector in Denmark, like the Scandin-
avian countries in general, seems to lack both the volunteers and the institutional
capacity to generate the resources needed to become a significant actor in the
welfare fields. Apart from a few exceptions, the universalistic path followed by
these countries has led to a voluntary sector with a comparatively weak
problem-solving capacity within the welfare fields.

What we have seen during the past 20–25 years is first and foremost a change
taking place at the level of discourse. By and large, the basic structures of the
Danish voluntary sector have remained unchanged. A relevant question there-
fore seems to be to what extent a new welfare mix relying more on voluntary
organized provision of welfare is realistic. To what extent this will change in the
future is difficult to predict. At present, it seems questionable whether voluntary
organizations and non-profit institutions within the welfare fields will be able to
compete with the much more professionalized public and for-profit providers in
the new contract culture. Thus the discourse on ‘civil society’ may have the
paradoxical consequence that in future we will see more for-profit provision of
welfare, because many non-profit welfare providers are less well-equipped to
compete for funds (Selle 2001). Trends in that direction have been emerging in
the US, where increased competition has resulted in an almost quadrupling of
for-profit employment within social services over a 20-year period from 1979 to
1997. Non-profit employment also increased over that period, but the relative
growth was slower (Smith 2002: 157).
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Notes

1 It might be considered to divide this third category into two sub-categories:

1 political or ideological organizations or movements such as political parties, reli-
gious organizations, human rights and environmental movements, and;

2 interest organizations working to improve the conditions of their own members,
such as trade unions, business organizations, homeowners’ organizations, etc.

2 The Johns Hopkins Comparative Non-profit Sector Project: Key Population Survey
Module on Giving and Volunteering.

3 Instead of ‘within the last year’. We use this measure here because we expect to get a
more reliable picture in this way.

4 Consisting mainly of village halls (‘forsamlingshuse’); the many self-governing insti-
tutions within the sub-field of local community and housing belong to the same peas-
ants’ social movement tradition.
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6 The third sector and the social
inclusion agenda
The role of social enterprises in the
field of work integration

Marthe Nyssens

The increasing acknowledgement of the third sector in Europe, together with the
broader interest in non-conventional entrepreneurial dynamics addressing
current challenges, led to the emergence of the new concept of ‘social enter-
prise’. Social enterprises have been defined by the EMES Network as:

organisations with an explicit aim to benefit the community, initiated by a
group of citizens and in which the material interest of capital investors is
subject to limits. Social enterprises also place a high value on their auto-
nomy and on economic risk-taking related to ongoing socio-economic
activity.

(Defourny and Nyssens 2006: 5)

The persistence of structural unemployment among some groups, the difficulties
traditional active labour market policies face in integrating them and the need
for more active integration policies have naturally raised questions as to the role
that social enterprises can play in combating unemployment and fostering
employment growth. Indeed, although the rate of employment varies greatly
among European countries (with high rates of participation in the UK and
Nordic countries and the lowest ones in Spain, Italy and Belgium), all EU coun-
tries are characterised by low rates of employment for some groups, such as
women, non-European workers, older people and/or low-skilled workers.

The field of ‘work integration’ is emblematic of the dynamics of social enter-
prises and constitutes a major sphere of their activity in Europe. ‘The major
objective of ‘work integration social enterprises’ (WISEs) is to help disadvan-
taged unemployed people, who are at risk of permanent exclusion from the
labour market. They integrate them back into work and society, in general
through productive acivity’ (Defourny and Nyssens 2006: 13).

In this chapter, we will first define more precisely the concept of social enter-
prise and its relevance for grasping some dynamics inside the third sector. Then,
we will analyse the dynamic of institutionalisation of work integration social
enterprises in the landscape of public policies and explore how this process



influences the identity of these social enterprises. Finally, we will explore the
extent to which the hybrid nature of the logics mobilised by social enterprises
constitutes a channel to fulfil their multiple-goal mission.

The concept of social enterprise

Whereas a dozen years ago the concept of social enterprise was rarely discussed,
it is now making amazing breakthroughs on both sides of the Atlantic (Defourny
and Nyssens 2006).

In the European public debate, the concept may have various meanings. One
school of thought stresses the social entrepreneurship dynamic exemplified by
firms which seek to enhance the social impact of their productive activities. In
this area, the literature quite often highlights the innovative approach to tackling
social needs which is taken by individuals in fostering business (Grenier 2003),
mainly through non-profit organisations, but also in the for-profit sector
(Nicholls 2005). In this latter case, this idea has to do, at least partially, with the
‘corporate social responsibility’ (CSR) debate.

Another stream only uses the concept of social enterprise for organisations
belonging to the third sector and therefore builds on the specificities of the latter.
According to the European tradition of the social economy (Evers and Laville
2004; Defourny 2001), the third sector brings together cooperatives, associations
and mutual societies (and, with increasing frequency, foundations). The third
sector is viewed here as the set of organisations whose mission is to benefit either
their members or a larger collectivity rather than to generate profits for investors.
In such a perspective, the social impact of social enterprises (which are generally
organisations of the non-profit or cooperative type) on the community is not only a
consequence or a side-effect of their economic activity, but their motivation in
itself. The EMES concept of social enterprise belongs to this school.

Theoretically, the EMES concept of social enterprise can be seen as a tool for
building bridges between distinct components of the third sector. On the one
hand, compared to traditional associations, social enterprises place a higher
value on economic risk-taking related to an ongoing productive activity (in the
world of non-profit organisations, production-oriented associations are certainly
closer to social enterprises than are advocacy organisations and grant-making
foundations). On the other hand, in contrast to many traditional co-operatives,
social enterprises may be seen as more oriented to the whole community and
putting more emphasis on the dimension of general interest. Moreover, social
enterprises are said to combine different types of stakeholders in their member-
ship, whereas traditional co-operatives have generally been set up as single-
stakeholder organisations. These contrasting elements, however, should not be
overestimated: while social enterprises as we have defined them are in some
cases new organisations, which may be regarded as constituting a new sub-
division of the third sector, in other cases, they result from a process at work in
older experiences within the third sector. In other words, it can be said that the
generic term ‘social enterprise’ does not represent a conceptual break with insti-
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tutions of the third sector but, rather, a new dynamic within it – encompassing
both newly created organisations and older ones which have undergone an
evolution.

Legal forms

The legal form adopted by social enterprises varies from one country to another
(Nyssens and Kerlin 2006). In some cases, social enterprises adopt existing legal
forms: association, cooperative, company limited by guarantee or other, country-
specific forms (such as the Industrial & Provident Societies in the UK). Most
social enterprises are associations or cooperatives; social enterprises are more
commonly established as associations in those countries where the legal form of
association allows a degree of freedom in selling goods and services on the open
market, whereas in countries where associations are more limited in this regard,
like in the Nordic countries, social enterprises are created, more often, under the
legal form of cooperatives.

Besides these traditional legal forms, a number of national governments have
created new legal forms specifically for social enterprises, with the goal of pro-
moting their development. In 1991, Italy was the first to create a ‘social coopera-
tive’ legal form, which has been successful in increasing the number of
organisations of this type. The Italian law distinguishes between two types of
social cooperative: on the one hand, those delivering social, health and educa-
tional services, called ‘A-type’ social cooperatives and, on the other hand, those
providing work integration for disadvantaged people, called ‘B-type’ social
cooperatives. Then, in 2006, an Italian law on social enterprise was enacted
which opens this label to various legal forms (and not only social cooperatives)
and fields of activities, provided that the organisation complies with the non-
distribution constraint and involves certain categories of stakeholders, including
workers and beneficiaries. Belgium introduced legislation for a ‘social purpose
company’ in 1995, Portugal created the ‘social solidarity cooperative’ in 1998,
and Greece the ‘social cooperative with limited liability’ in 1999. France intro-
duced the ‘cooperative society of collective interest’ in 2002. Most recently, in
2004, the UK approved the creation of the ‘community interest company’ legal
form. All of these legal forms define social enterprise by the social purpose of
the company and the limitation imposed on the distribution of profit; all of them,
except the UK model, also define a specific governance model regarding the
involvement of the various stakeholders and the implementation of a democratic
decision-making process within the board.

Institutionalisation of work integration social enterprises1

Social missions of social enterprises are various: fight against the structural
unemployment of groups excluded from the labour market, provision of social
services, urban regeneration, provision of environmental services, etc. As
the focus of this chapter is the contribution of social enterprises to the social
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inclusion agenda, we will now concentrate on work integration social enterprises
(WISEs), whose social mission is to help disadvantaged unemployed people,
who are at risk of permanent exclusion from the labour market. WISEs integrate
them back into work and society, in general through a productive activity: recy-
cling, building and processing industry (wood, clothing, painting, carpentry,
metal etc.), running of restaurants, provision of social services (childcare,
elderly care, second-hand shops for needy people, etc.).

Pioneering initiatives2

In the European Union, the pioneering Work Integration Social Enterprises were
launched in the late 1970s–early 1980s, without any specific public scheme to
support their objectives. In a context of increasing unemployment and social
exclusion, social actors did not find public policy schemes adequate to tackle
these problems. Initiatives thus emerged as a protest against established public
policies and pointed at the limits of institutional public intervention practices
towards those excluded from the labour market: long-term unemployed people,
low-qualified people, people with social problems etc.

Most pioneering WISEs were founded by civil society actors: social workers,
associative militants, representatives of more traditional third sector organisa-
tions, sometimes in cooperation with the excluded workers themselves. Most of
these initiatives were launched by persons whose main objective was to help
persons excluded from the labour market, i.e. they were created in a perspective
of general interest. In some countries with a tradition of cooperative entrepre-
neurship, some pioneering initiatives were launched by the workers themselves,
relying on a self-help dynamic. Sometimes, the groups launching the WISEs
were linked to public bodies and, in countries such as Germany or Denmark, the
composition of the WISEs’ founding groups probably reflected the fact that the
third sector and the public sector were closely interwoven.

The key role of active labour market policies

The processes of institutionalisation of WISEs should be studied in the context
of the boom in active labour market policies. During the 1980s, public bodies,
faced with high rates of unemployment and a crisis in public finances, developed
policies which aimed to integrate the unemployed into the labour market
(through professional training programmes, job subsidy programmes, etc.),
instead of relying only on passive labour market policies based on a system of
allocation of cash benefits to the unemployed.

It seems that WISEs have increasingly represented a tool for implementing
these active labour market policies – in other words, they constituted a ‘con-
veyor belt’ of active labour market policies. Indeed, they were pioneers in pro-
moting the integration of excluded persons through a productive activity; it
could even be considered that the first WISEs actually implemented active
labour market policies before the latter came into institutional existence.
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However, we can observe, at least at the beginning of these processes of
public institutionalisation of WISEs, that some countries, such as Sweden and
Denmark, which are characterised by a long tradition of social policies, used
programmes other than employment programmes to sustain such pioneering
initiatives; one example is the ‘Social Development Programme’ in Denmark.
WISEs whose main target groups are disabled people were also recognised
through traditional social policies.

In some countries, like the United Kingdom or Spain, where welfare spend-
ing in general is low and labour market policies in particular are underdevel-
oped, pioneering initiatives received little, if any, public support. This also
seems to be the case, in all the countries surveyed, for initiatives that rely more
on a self-help dynamic. Indeed, public bodies seem to consider that workers
developing their own initiatives should be considered as carrying out ‘normal
business’ and do not need to receive any special support, even though they are at
risk in the labour market regarding their employability profile.

In some countries, WISEs are officially recognised and a specific public
scheme supports their mission at the national level (this is, for example, the case
in Portugal, France, Ireland and Finland) or at the regional level (for example in
Belgium, Spain and Italy). This legal recognition, by public authorities, of the
mission of integration through work performed by WISEs allows, in most cases,
a more stable access to public subsidies, but in a very specific way. Most of the
time, some temporary subsidies are granted to start the initiative and to make up
for the ‘temporary unemployability’ of the workers. In fact, these public
schemes are also considered as a tool of active labour market policies. Public
bodies recognise and support the actions of WISEs – and at the same time, they
also influence their objectives and target groups, as we will expand on below.

Support to WISEs through public contracts

Another way for public authorities to support the mission of WISEs is through
the contracting out of the provision of goods or services. Public bodies can
organise their purchases in different ways: as traditional market purchases (when
the bid with the lowest price, for the level of quality required, is chosen) or as
purchases motivated by social criteria. ‘Socially motivated purchases’ (Gardin
2006) take into account the social goals of WISEs. Below a certain threshold,
these purchases can occur in a discretionary way: when they have to buy a
product or service whose price does not exceed a certain amount, set by Euro-
pean law, public bodies (usually at the local level) may simply ‘privilege’
WISEs they know in order to support them and their social mission. In the case
of larger purchases, when the public bodies have to issue public calls for
tenders, some social dimensions can be included in the public procurement pro-
cedures, for example in the form of social clauses that take into account types of
criteria other than market ones, such as the importance of integrating disadvan-
taged workers. These are ways – formalised or not through regulations – to
support both the production and the work integration goals of WISEs.
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Competing in the market with for-profit companies solely on the basis of
financial criteria often appears difficult for WISEs, and some WISEs thus
demand that public authorities take their social dimension into account when
awarding public contracts. However, the practice of inserting social criteria in
public contracts is not yet very extensive in the European Union. In this region,
Italy provides the oldest case of introduction of a social dimension into public
purchasing: in 1991, a law was passed which reserved certain public markets to
social cooperatives. But this law had to be re-examined, following objections
from the European Commission (it is at the level of European legislation that the
principal debate in this matter occurs today). This kind of legislation does not
exist in countries such as Ireland, Portugal, the UK or Spain; legislation is
evolving in other countries (such as Belgium), which are considering introduc-
ing social clauses into public tenders. Indeed, national and regional practices in
this matter are relatively diverse across the European Union.

WISEs and public policies: a typology

Different kinds of support can coexist within one country. However, the analysis
of the general patterns of labour market policy expenditures allows us to con-
struct a typology of the countries surveyed in terms of public support to WISEs.

The first group includes Denmark and Sweden and is characterised by a high
level of active labour market policies and of welfare expenditure in general. In
these countries, no public schemes specific to WISEs have been developed, but
there is an increasing collaboration between WISEs and public bodies to imple-
ment ‘activate labour market policies’ (ALMP). As Stryjan (2004) stresses for
Sweden, the current Swedish labour market is, to a significant extent, the
product of active labour market policy. In this context, WISEs are not the result
of a shortage of active labour market policies but are rather a response to the fact
that such facilities either cannot reach significant portions of the population, or
are ineffective for certain groups. This is quite a new phenomenon for these
countries, where the third sector is traditionally viewed as having an advocacy
role, not a role of service provider. This first group corresponds to the ‘univer-
salist’ group of Esping-Andersen’s typology – a group in which welfare has
traditionally been delivered by the state (Esping-Andersen 1999). Finally, it has
to be noted that even though there is no official accreditation for social enter-
prises in Sweden and Denmark, there is in these countries a tradition of a coop-
erative movement; it is thus not surprising to see that there is now a Swedish
Minister of the Social Economy, rooted in this cooperative movement, and that
there are linkages and lines of communication between the cooperative move-
ment and new social enterprises.

The countries in the second group – Belgium, Germany, France and Ireland –
still have relatively high levels of expenditure on active labour market policies
(although these levels are lower than in the countries in the first group) and,
within the field of active labour market policies, there exists a large ‘second
labour market programme’ offering intermediate forms of employment, within
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the non-profit sector, between employment policies and social policies. The
implementation of these active labour programmes was based on the observation
that, on the one hand, a number of unsatisfied social needs existed and, on the
other hand, a large number of people were unemployed. These programmes thus
tried to encourage the creation of new jobs in the non-profit sector, in areas
where they could satisfy social needs, as a mean of both creating jobs for unem-
ployed persons and curbing mainstream social spending.

The first WISEs in these countries relied heavily on these ‘second labour
market’ programmes. All these countries, except Ireland, belong to the ‘Bismar-
ckian’ tradition or the ‘corporatist’ group of countries, i.e. in these countries,
intermediate bodies are important not only for the management of social insur-
ance but also for the delivery of social services (Esping-Andersen 1999). Indeed
these countries (Salomon et al. 1999) are characterised by a significant presence
of non-profit private organisations, mainly financed by public bodies, in the field
of social services. Not surprisingly, it is in these countries that the ‘second
labour market programmes’ emerged; they relied on this kind of organisations.
The inclusion of Ireland in this second group may seem rather odd as it does not
belong to this Bismarckian tradition. Nevertheless, Ireland has one of the highest
shares of employment in the non-profit sector, which relies heavily on public
funding. Actually, some research has shown that Ireland is a borderline case
between the ‘liberal’ and the ‘corporatist’ state (Hicks and Kenworthy 2003).

In the 1990s, the countries in this second group adopted public schemes spe-
cific to WISEs; the only exception is Germany – which probably reflects the
decline of the cooperative movement in this country. In the other countries, the
persistence of a social economy sector or a cooperative sector which still main-
tains some of its original features influences the environmental perception of
WISEs and the building of organisational identities within this tradition (Bode et
al. 2006).

A third group – bringing together Portugal, Spain, Italy and the UK – is char-
acterised by a low level of expenditure on active labour market policies and by
the (near) non-existence of a second labour market programme. Regarding the
development of a public scheme specific to WISEs, Italy played a pioneering
role in the European Union, thanks to the action of its strong cooperative move-
ment. In the countries of this group that do not have a historical heritage similar
to that of Italy, the situation is in rapid evolution at the moment, due among
other factors to the increasing number of interactions – and probably a certain
homogenisation – between European Union initiatives and national public pol-
icies. Portugal and the UK are now experimenting an increase in their ALMP,
and public schemes specific to WISEs viewed as an ALMP tool have recently
been adopted in these countries.

Multiple-goal WISEs facing institutionalisation

Historical analysis shows that social enterprises have contributed to the develop-
ment of public policies. Indeed, they were pioneers in promoting the integration
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of excluded persons through a productive activity. As we have seen, WISEs
have increasingly represented, for public bodies in most European countries, a
tool for implementing labour market policies.

However, dialogue has not always been smooth. Indeed, the accommodation
between the views of WISEs and those of public bodies on the contested nature
of WISEs’ mission does not seem to be easy. This explains why some pioneer-
ing initiatives chose not to use WISE-specific public schemes; this is for
example the case of the ‘local development’ initiatives in Ireland, which did not
adopt the ‘social economy’ framework (O’Shaughnessy 2006). It should be
noted too that, if public schemes have encouraged some initiatives, they have
also excluded others. In France, for instance, the institutionalisation process
recognised and favoured initiatives launched by professional and associative
militant actors aiming at the integration through work of disadvantaged popula-
tions, whereas the initiatives originating from these populations themselves were
in most cases neglected.

Social enterprises are usually viewed as multiple-goal organisations; they mix
social goals, connected to their specific mission to benefit the community (for
WISEs, the integration of people excluded from the labour market trough pro-
ductive activity); economic goals, related to their entrepreneurial nature; and
socio-political goals, as social enterprises are often rooted in a ‘sector’ tradition-
ally involved in socio-political action (Campi et al. 2006).

The WISE-specific public schemes or the more general activate labour
market policies used by WISEs now shape (at least partially) their objectives
and practices. But is the extent of this influence sufficient to speak of ‘isomor-
phism’ on the part of WISEs – isomorphism being understood as a progressive
loss of their inner characteristics under the pressure of legal frameworks or pro-
fessional norms spilling over from the for-profit private or public sectors? Bode
et al. (2006) conclude that there is no overall tendency, among European
WISEs, towards isomorphism understood as an evolution in which WISEs com-
pletely lose their initial identity. This being said, external pressures however
generate strained relations between the different goals of WISEs. The simultane-
ous pursuit of these various goals often constitutes an essential challenge for
these organisations.

Social goals

Regarding the social goal of integrating disadvantaged workers through a pro-
ductive activity, the philosophy of the innovative social enterprise which
emerged in the 1980s clearly resided in the empowerment and integration of
excluded groups through participation in WISEs whose aim was to offer the dis-
advantaged workers a chance to reassess the role of work in their lives by sup-
porting them while they gained control over their own personal project. This
conception implies not only giving an occupation to these persons but also
developing specific values, for example through democratic management struc-
tures in which the disadvantaged workers are given a role, and/or through the
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production of goods and services generating collective benefits (such as social
services or services linked to the environment) for the territory in which the
WISEs are embedded. Getting workers back into the ‘first’ labour market was
thus not the priority of these pioneering WISEs. But the progressive institution-
alisation and professionalisation of the field over the years, through public
schemes increasingly linked to active labour market policies, has generated a
clear pressure to make the social mission instrumental to the integration of dis-
advantaged workers into the first labour market.

As a result, we observe a strained relation between the mission of empower-
ing excluded groups and the mission of integrating the beneficiaries into
‘normal’ jobs. This has implications for the actual implementation of the social
mission of WISEs.

First, as showed by Borzaga and Loss (2006), the type of integration pro-
vided by a WISE is highly influenced by the type of integration scheme defined
by the labour market authorities that this WISE uses. Integration schemes
usually consist of temporary public support intended to compensate for the ‘tem-
porary unemployability’ of the disadvantaged workers. But it appears that the
length of this temporary subsidy is not sufficiently linked to the actual profiles of
the workers. This can lead to a phenomenon of skimming, i.e. there are incen-
tives for the enterprises to hire only those workers who are most likely to be
‘cost-effective’ by the end of the project and to retain only those who have
attained this level of ‘cost-effectiveness’ when the subsidised period ends.

Second, although the pioneering initiatives emphasised the empowerment of
participants through participative decision-making processes, nowadays, daily
practices are more deeply influenced by other factors, such as the extensive pro-
fessionalisation of the organisation and the evolution of production methods
towards those of the private sector (Bode et al. 2006). As a matter of fact,
WISEs sell their products in markets in which they compete with for-profit
enterprises; as a result, WISEs can be driven to adopt the norms of these for-
profit competitors. Analysis of formal channels of participation such as board
membership indeed shows that, on the one hand, the level of participation of dis-
advantaged workers is low and that, on the other hand, the staff is one of the
more influential categories within the boards of the WISEs surveyed (Campi et
al. 2006); this could be a consequence of the process of professionalisation, in
which participation may suffer. However, deeper investigation is needed regard-
ing the participation of disadvantaged groups within WISEs through informal
channels potentially linking the social enterprise and its workers.

Economic goals

Regarding the production goal, the first challenge for WISEs is to find a type of
production suited to the capacities of the disadvantaged groups they employ
while making it possible to train these workers through the production process.

To meet this challenge, developing market niches has proven a successful
strategy, but ‘WISEs that have successfully entered into niche markets may
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discover that, from the moment these markets become more stable, private com-
petitors (with fewer social concerns and constraints) are keen to make money in
them as well’ (Bode et al. 2006). The case of recycling is emblematic in this
regard: at the European level, WISEs played a pioneering role in developing
recycling services, but today, these markets are more secure and WISEs have to
compete with new entrants coming from the for-profit sector. Moreover, when
choosing a production niche, WISEs sometimes face a trade-off between the
type of production and the level of employability of the participants. For
example, the building and gardening sectors employ more workers with a weak
employability profile, while – unsurprisingly – workers in the field of social ser-
vices and education are usually more qualified.

If WISEs consider their goal of producing goods and services as important
insofar as it supports their integration mission, some of them also develop the
production of a specific type of goods because it generates collective benefits
and equity3 (this is for example the case of social services). These WISEs face a
second challenge when looking for the necessary resources to support this kind
of production. Indeed, while all WISE-specific public schemes emphasise the
production goal as the main support for work integration, only a few of them
recognise the possibility of producing (quasi-)collective goods. Moreover, when
this is the case, this collective dimension is rarely sustained by specific public
financing, which makes it more difficult for these WISEs to maintain the concur-
rent pursuit of different collective goals – namely the integration of their disad-
vantaged workers and the production of a good or service with a collective
dimension – that characterises them. As O’Shaugnessy (2006: 140) explains:
‘this presents an enormous challenge to those WISEs which may be serving a
disadvantaged community, where the consumers of their services lack the finan-
cial means to procure these services from other vendors and where public
service provision is inadequate’.

Socio-political goals

Regarding the socio-political goal, we have shown how WISEs have contributed
to shaping public policies in the field of work integration. Both public authori-
ties and promoters of WISEs agree on the fact that the hiring and occupational
integration of disadvantaged workers are at the very heart of WISEs’ mission,
but differences arise, as we just explained, regarding the way in which this
integration is to be understood. The dominant model of public recognition of
WISEs tends to recognise only one kind of benefit – namely those benefits
linked to the work-integration goal – in the framework of active labour market
policies and with a very specific target – the integration of workers into the
normal labour market. This evolution entails a risk of reducing the innovation
capacity of WISEs.
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Social enterprises at the crossroads of market, public policies
and civil society

Social enterprises are often presented as hybrid organisations (on this subject,
see Chapter 15 in this book); this hybrid nature is reflected particularly clearly in
their mode of governance and sources of income. Does this hybrid character of
social enterprises constitute a channel to fulfil their multiple-goal mission and
therefore a bulwark against isomorphism, or is it rather a threat for their identity,
embedded in different, contradictory logics?

Their mode of governance could be seen as hybrid insofar as it relies on a
dynamic of linking people with different backgrounds. Indeed, most WISEs
were founded through a partnership among different kinds of civil society
actors. Local public bodies were sometimes associated with this dynamic. Fifty-
eight per cent of European WISEs have been described as involving more than
one category of stakeholder on their board (Campi et al. 2006), and the data col-
lected seem to indicate that ‘the participation of stakeholders in these WISEs
leads to the exercise of a real influence within boards’, thanks to the ‘balanced
governance structure’ (see Table 6.1). These features highlight the collective and
hybrid dynamic of social entrepreneurship and contrast with the emphasis that
social entrepreneurship literature generally places on individual social entre-
preneurs (Grenier 2003).

Hybridity is also reflected by the resource mix mobilised by European WISEs
(Gardin 2006). The latter indeed show a particular capacity to articulate
resources coming from different sources. Moreover, it appears that WISEs do
not rely only on a mix of market- and redistribution-based resources; they are
the scene of a more complex hybridisation, built upon four types of economic
relationship: the market and redistribution, but also the socially embedded
market (see above) and reciprocity (an example of a reciprocity-based resource
is provided by volunteering). The sales of goods and services represent on
average, at the European level, 53 per cent of WISEs’ resources – of these 53
per cent, one-third are socially motivated sales. Redistribution resources (direct
and indirect subsidies) account for 38.5 per cent of resources. Voluntary
resources, which are most probably undervalued, represent on average 8.5 per
cent of total resources. This last kind of resource reflects the degree of embed-
dedness of WISEs in civic networks; social enterprises which are more strongly
embedded in civic networks are usually better able to mobilise volunteer
resources than social enterprises launched by public bodies. It finally has to be
noted that this resource mix varies from one type of WISE to another in accord-
ance with their specific social mission.

Public schemes, though, usually do not recognise this hybrid character of
social enterprises. Indeed, one of the most visible effects of the institutionalisa-
tion of WISEs in the different European countries is that it pushes them to
reduce the variety of their resources mix and to position themselves, most of the
time, either in the ‘market economy’ or, when they employ very disadvantaged
workers, in the ‘redistributive economy’; as to the role of voluntary resources, it
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is in neither case recognised. This type of scheme puts social enterprises in
‘boxes’, denying one of their fundamental characteristics – namely the fact that
they are located in an intermediate space between the market, the state and civil
society.

This dynamic has put pressure on the identity of the WISEs which try to pre-
serve:

their original approach, that is, to provide for the long-term social integra-
tion for disadvantaged groups, to solidly establish different sorts of eco-
nomic activities that are beneficial to the community, to keep relying on
strong civic stakeholders, and to empower employees through workplace
democracy and broad social support.

(Bode et al. 2006: 254)

The presence of various stakeholders constitutes a channel for developing links
and trust across different types of stakeholders and can consequently enhance
the development of bridging social capital. Analysis tends to show that this
multi-stakeholder nature can in turn be a resource for WISEs to pursue their
complex set of objectives. The reliance on a variety of resources, both from the
point of view of their origin (e.g. from private customers, from the private
sector, from the public sector, from the third sector) and from the type of alloca-
tion (e.g. the sale of services, public subsidies, gifts and volunteering), also
appears to be a key element for WISES to fulfil their multiple-goal missions.
Managing hybridity constitutes a daily challenge for social enterprise, but this
character also appears to be a part of their identity linked to their multiple-goal
mission.

Conclusion – widening the scope of investigation to the
service sector

Social enterprises have become associated mainly with work integration. They
are not often recognised by public bodies as a viable strategy in other fields of
activity. In a context where the sector of services – and more specifically that of
personal services – is ‘on the rise’, the analysis of the specific characteristics of
social enterprises must go beyond the field of work integration. Indeed, personal
services are provided by a variety of operators (for-profit private enterprises,
traditional non-profit bodies, social enterprises and public sector organisations)
which have specific organisational forms and modes of governance. The devel-
opment of these services generates many expectations, based on the collective
benefits they can produce (impact in terms of equity regarding the users, cre-
ation of high-quality jobs). Therefore, it is important that the question of the
value added of the model of social enterprises – which are driven by their
explicit aim to benefit the community – be studied more thoroughly. Is the
development of social enterprise in this field a sign of a retrenchment of the
welfare state or, on the contrary, a way to enhance the collective benefits that
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may be associated with these services? The answer is obviously complex. The
analysis of the work integration field suggest that the response will vary depend-
ing on the type of regulation that is developed. If public bodies limit their action
to developing quasi-market policies, which place all types of providers on an
equal contractual footing, without taking the collective benefits the providers
create into account, the risk is that the social innovation role of social enterprises
will be curtailed, as most probably will be their capacity to provide specific
answers to these collective problems. Conversely, if public bodies recognise the
specific characteristics of the social enterprise model and foster its development,
social enterprises could, most probably, make their specific contribution to the
public good.

Notes

1 All the data regarding WISEs in this paper comes from the PERSE project. PERSE is
the acronym of the name of the project in French; a translation of the project’s full
name would be: ‘The Socio-Economic Performance of Social Enterprises in the Field
of Integration by Work’. This research project was carried out from September 2001 to
March 2004; the project was undertaken within the framework of the ‘Key Action
Improving the Socio-economic Knowledge Base’ programme of the European Com-
mission (Research DG, Fifth Framework Programme). The sample of the project com-
prised 160 European Social Enterprises across 11 countries: Belgium, Denmark,
Finland, France, Germany, Ireland, Italy, Portugal, Spain, Sweden and the UK. Results
are presented in Nyssens 2006.

2 This section is based on Laville et al. (2006).
3 Such goods can be considered as quasi-collective goods. Their consumption is clearly

divisible but it gives rise, besides the private benefits, to collective benefits which
affect the whole community.
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Part IV

Delivering public services





7 The third sector and the delivery
of public services
An evaluation of different meta-
theoretical perspectives

Taco Brandsen

Introduction

In many European countries, the third sector has traditionally played a major role
in providing public services.1 Over recent decades, its significance has further
increased as governments have contracted out parts of their service delivery duties.
Partly as a result of this, research on the sector has also grown exponentially. It has
raised the question about useful ways to link theories from the traditional disci-
plines to this object. There are many interesting academic perspectives out there,
but how should they be used? When to choose which perspective?

In this chapter, I will identify different categories of theoretical perspectives
and judge how they are useful for the study of public service delivery by the
third sector. The perspectives will be illustrated with interesting examples from
current literature. The specific way in which I frame them is borrowed from the
work of the sociologist Charles Tilly, which I find particularly perceptive.
However, the purpose of the chapter is not to argue that his way of framing dif-
ferent types of theories is superior to all others. There are different, equally valid
ways to categorise them. The point is that applying such a framework can be a
useful exercise for understanding the relative strengths of different theoretical
approaches in a particular field of research. The premise is that each perspective
highlights certain aspects of reality at the expense of others. Consequently, if the
object of an empirical investigation is to examine a specific aspect of a phenom-
enon, it makes sense to analyse it with a theoretical approach that is likely to
deliver the best results. The question posed in the chapter is: how does this work
for public service delivery by the third sector?

The structure of my argument will be as follows:

• first, I will argue that the concept of a third “sector” in itself invites norm-
ative connotations that are harmful to theoretical development in this field;

• then follows the introduction of three meta-theoretical perspectives (sys-
temic, dispositional and transactional);

• next I will suggest a small set of criteria for assessing the different
perspectives;



• each approach will be illustrated with relevant theories on the role of the
third sector in public services;

• the chapter ends with a brief assessment of what is necessary for further
theoretical development.

Finally, a word on the meaning of key terms. The term “public service” will here
be used in a narrow sense, referring to services carried out by the third sector on
behalf of the state. This is a choice of convenience and not one that reflects the
full meaning of the term as I would normally understand it. The term “the third
sector” is notoriously difficult to define, an issue which will be addressed in the
next paragraph.

The purity of exploitation

The recent popularity of third sector-specific research was spurred by political
developments of the 1980s and 1990s. The US government based its policy on
the assumption that a reduction in state expenditure and taxation would allow
private initiative to blossom, suggesting a direct trade-off. More generally in the
Western world, there were moves towards privatisation and contracting-out that
brought the third sector into the spotlight. Finally, the disintegration of the com-
munist regimes in Central and Eastern Europe aroused interest in the movements
and organisations that would fill the gap left by a retreating state.

These events not only spurred a continuing interest in voluntary and non-
profit organisations, but also reinforced two assumptions that have pervaded
some of the research since: first, that these collective actors could be thought of
as a “sector”; second, that its relation with the state is essentially an oppositional
one. This assumption of opposition has been reinforced by some important
sources of inspiration for third sector research. The social movement literature,
which gained momentum at a far earlier stage and which is conceptually more
coherent, has an oppositional perspective almost by nature. Although there have
been various perspectives on social movements, they are generally focused on
protest in situations of conflict (Della Porta and Diani, 1999). In political philo-
sophy, the number of illustrious names who have argued in favour of an
autonomous civil society is daunting (for an overview, see Hall and Trentmann,
2005).2 When the focus is on power and democracy, and civil society is recog-
nised as separate from politics, then authors tend to emphasise the need for dis-
tance from the state rather than closer integration.

The question is not whether such perspectives are right or wrong, but whether
the assumption of a fundamental separation between state and third sector is
useful for studying their role in public service delivery. This is highly question-
able. To begin with, the empirical evidence does not support such a perspective.
In fact, the interdependence between state and third sector in many countries is
so high that it is misleading to present their relationship as a zero-sum game.
Lester Salamon’s well-known study of US non-profits showed that the growth of
the state and growth of the third sector went hand in hand, contrary to the
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“crowding out” assumption at the heart of the Reagan government’s policies
(Salamon, 1995). The Western European context is no different. Recent efforts
to decentralise and to contract out services to voluntary and non-profit organisa-
tions have only increased the interdependence further.

It could be argued that the material growth in terms of financial and human
resources has led to a loss of the third sector’s autonomy and of certain qualities
that make it distinctive. Indeed, recent studies show an increasing emergence of
hybrid organisations (Brandsen et al., 2005). Be that as it may, the trade-off is
too complex for a priori normative assumptions about the nature of the relation-
ship. Indeed, given the overwhelming evidence that the relationship between
state and third sector in the public services is symbiotic, one might wonder why
the myth of opposition is still worth discussing. The key arguments against it
were made some time ago (e.g. Gidron et al., 1992; Kuhnle and Selle, 1992).

If this is the case, why does the notion of opposition continue to be so influ-
ential in third sector research? There are various possible explanations. For a
start, the position of the third sector in Western industrial democracies is of
course different from that in many other countries, especially in dictatorial
regimes. But there is a more fundamental reason for the continuing re-
emergence of the oppositional perspective. This is because the concept of a
“third sector” itself implies such a view. The term “third sector” itself is of quite
recent origin, but the notion of a third domain next to state and market origin-
ated in the political philosophy of the eighteenth century, with an increasing
emphasis on its autonomy – especially from the state (Hall and Trentmann,
2005).3 Previously, civil society and political society were regarded as more or
less integrated. In the Aristotelian view of politics, for instance, the only altern-
ative to participation in political life was to withdraw to a secluded existence.
There was no public life separate from politics. The word “sector” itself there-
fore implies a separation between these social phenomena. The symbiosis
between sectors must conceptually remain limited when they are defined as
separate.

This is not problematic when the term is used only for limited theoretical or
for practical purposes. Problems arise when meanings derived from different
perspectives (e.g. different disciplines) are made to refer to the same phenome-
non. For instance, from a legal perspective, the “third sector” can be used to
refer to collections of organisations with certain legal characteristics (e.g.
foundations, associations, charities). For practical purposes, this can be used to
operationalise the philosophical notion of a third domain in society. When one is
trying to collect large-scale survey data on the third sector, this may be the best
choice. But the legally defined category is in this respect only a methodological
substitute for a philosophically defined category. This becomes most clear when
there are debates over entities that are intuitively considered part of the philo-
sophical category, but which fail to fit the criteria of the legal understanding
(e.g. because they lack legal form).4 But they are essentially two very different
things. Likewise, the legal category may or may not have meaning in a soci-
ological sense. Research has borne out that in some countries people identify
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with the notion of such a sector, whereas in others it only exists as an abstraction
(see e.g. Dekker, 2001). Kendall and Knapp identified the third sector as a
“loose and baggy monster” (Kendall and Knapp, 1995, p. 66), but this is only
true if one bundles all the different meanings into one.

Nevertheless, it is convenient to retain the “sector” label for practical pur-
poses. The “third sector” is a useful blanket term and can be more precisely
defined in the context of specific projects. Its use as the label for academic fora
and networks makes sense because it is socially meaningful to the participants as
members of a professional community. There is also a methodological benefit in
defining ideal-types of organisations as state or third sector. It means that each
move towards the other implies a loss of distinctiveness by definition. For
instance, the decision of a non-profit to professionalise in order to meet the
standards of state contracts makes it less of a non-profit. This can help to under-
stand how the interaction changes the organisations. But one should remain
aware such an ideal-typical approach can be a Trojan horse, smuggling in norm-
ative assumptions. For example, if it is noted that organisations ideal-typically
defined as third sector shift towards organisations ideal-typically defined as
state, this is in itself a neutral observation. But when this same observation is
defined in terms of sectors, the shift becomes a loss of ground for the third
sector, which in turn implies an imbalance. Such a line of reasoning is especially
insidious when conceptual assumptions subtly blend with personal beliefs. Many
third sector researchers share a personal commitment to the sector or to the
values it represents. A shift away from the third sector then becomes a personal
loss, even if the shift in question is no more than a conceptual construction.

To some extent, this is unavoidable in the real world of research. If at this
point I were to advocate value-free research, it would surely invite (justified)
hoots of laughter. Nonetheless, it is important to be wary of the pitfalls of the
sector concept. While it is useful to retain state/market/third sector ideal-types
(as long as there is no credible alternative), these should be cleansed of norm-
ative assumptions inherited from political philosophy, in which it means some-
thing essentially different. Such assumptions include the desire to retain an
autonomous third sector, independent of the state. These are fine for other dis-
cussions. There are all sorts of other reasons why one could favour an
autonomous third sector. As a democratically minded citizen, I welcome the
thought that there are pockets of diversity and freedom in my society. But that is
a democratic argument and irrelevant to an examination of the public services.
The removal of such normative connotations can only be achieved by putting the
public services at the heart of the analysis. In such an analysis, the cooperation
between state and third sector serves only the quality of those services.

In my view, the best way to avoid tangled arguments is to approach the third
sector not as a democrat, but as a tyrant. The only pure analytical approach is
one of exploitation (even if this is not the reality of state–third sector relation-
ships). If public services are truly at the core of the analysis, then the third sector
must analytically be regarded as undiscovered territory that can be subjugated
and raided at will, left free only where this is necessary to keep its beneficial
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qualities intact. If one left the goose with the golden eggs alive, it was probably
not out of respect for animal rights, but out of greed.

This is not necessarily at odds with an independent third sector. If the quality
of services is better when delivered by organisations with a high degree of self-
organisation (e.g. when democratic decision-making is part of the definition of
quality) there is an argument in favour of autonomy, but it is one subordinated to
the analysis of service delivery. This is the only reliable means of separating dif-
ferent types of arguments. Such an instrumental approach essentially means that
the concept of a third sector is abandoned, because it has no regard for the
balance that a model based on sectors implicitly advocates. If we use the term
for convenience, we must make sure that it is an empty shell.

The remainder of the chapter will focus on three types of perspectives that
each imply a different conception of what the third sector means. Consequently,
they interpret its role in the public services differently. In distinguishing between
ontological perspectives, I have refrained from re-inventing the wheel and
worked with an existing typology.

Three meta-theoretical perspectives

In his recent book Identities, Boundaries and Social Ties, Charles Tilly distin-
guishes between three different meta-theoretical perspectives on social life
(Tilly, 2005b). Each offers a different type of explanation of empirical phenom-
ena. The triple distinction creates an opportunity to review different directions
from which to approach the third sector’s role in the public services. I have
chosen this categorisation because it is lucid and (relatively) easily applicable,
the more so because it transcends disciplinary barriers and levels of analysis. Let
me start with a general description of each.

Systemic perspectives to social life suggest the existence of a coherent entity.
Social phenomena are explained by reference to their location within that entity.
Functionalist reasoning is the prime example of such an approach: a social phe-
nomenon is explained with reference to its function for the total system.
Suppose that the waiter who brings me my coffee gives me a particularly
friendly smile (in the US, where I have written this chapter, it is less hypotheti-
cal than in Europe). How can this event be interpreted systemically? It could be
argued that these kinds of expressions function to uphold a culture of service
that is embedded in a particular variety of capitalism. In another system, a smile
might be dysfunctional because it assumes some sort of familiarity. According
to Tilly, the advantage of systemic accounts of social life is that they connect
small-scale and large-scale events. However, they are less good at bounding
systems and at establishing clear causal lines of reasoning.

Dispositional perspectives to social life likewise assume the existence of
coherent entities, but usually at a smaller scale (e.g. individuals). They explain
what happens on the basis of the orientations of the entity before action occurs.
The orientations can be conceptualised as preferences, rationalities, logics or
cultural templates, to name but a few. Action then depends on incentives and

The third sector and public services 109



opportunities related to those orientations. For instance, if I can deduce that two
actors have certain preferences, I can explain how they will interact. To return to
the example of my friendly waiter, I could analyse his behaviour in terms of his
incentive to maximise his tip. His action is informed by his expectation that my
disposition is to reward those who are friendly to me. External conditions, such
as the setting and the price of the coffee, will co-determine the ultimate action. It
is an approach widely used in economics. According to Tilly, these types of
accounts relate well to the findings of disciplines such as psychology, but cannot
deal well with aggregate properties, nor with properties of the relations among
actors.

Transactional perspectives explain events as the result of interactions
between social sites. They imply that the characteristics of these “sites” them-
selves are the result of these interactions. It is also known as a “relational
approach”. My waiter’s smile could be understood as reinforcing the relation-
ship of asymmetric independence that exists between us. His compulsion to
smile is bigger than mine. But should I return his expression with an equally
friendly smile, the relationship is at least given the illusion of equality. The
advantage of these types of accounts is that they put communication at the heart
of social science, but they may be counter-intuitive when popular accounts of
events tend to stress dispositions.

Tilly notes the advantages and disadvantages of each approach, but in the
end comes down firmly in favour of the transactional approach. But what
does it mean to favour one of these perspectives? They essentially represent
ontological positions that cannot be proven or disproved. Arguments between
rival explanations usually take place within such an approach, because it is on
the basis of shared assumptions that empirical propositions can be verified.
When researchers from different traditions meet, they will have to first reach
a compromise over basic assumptions before they get down to theoretical dis-
putes (imagine a neo-classical economist arguing with an economic sociolo-
gist). Academic life is often organised to avoid such uncomfortable meetings.
The choice for one or another approach will often be determined by socialisa-
tion within a particular academic environment rather than by a conscious
choice.

That does not mean, however, that it is impossible to evaluate the usefulness
of an approach for the study of a particular field at a particular time. Although he
does not explicitly state any evaluative criteria, Tilly’s reference to the “advan-
tages and disadvantages” of perspectives implies that he has some. They appear
to be the following:

1 Methodological validity, especially the ability to clearly identify and bound
units of analysis and the ability to establish clear causalities.

2 The ability to explain change.
3 The ability to span boundaries (disciplinary, national).
4 The extent to which an approach reinforces or contradicts “intuitive” expla-

nations of social life.
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These criteria are based on the shared background of the three perspectives:
commonly accepted beliefs about methodology, institutionalised disciplinary
communities and general beliefs about the dynamics of social life. They can be
used to assess the strengths and weaknesses of perspectives to our topic, the role
of the third sector in the delivery of public services. I hope readers will forgive
me if I leave out the final criterion, since I doubt my capacity to judge what is
intuitive to most people.

In the remainder of the chapter, each of the three types of perspectives will be
assessed on the basis of the first three criteria. In each case, I will use one or two
theories to illustrate my argument. It is certainly not meant to be a comprehen-
sive literature review on the topic, but rather an exercise in positioning and
judging different perspectives. Again, let me emphasise that this is not an
attempt to set up Tilly’s categorisation as the one that should replace all others.
There are different ways of categorising theories which are equally valid. But I
have found this one useful for understanding my own field of study and hope
that it will clarify directions in which it could potentially develop.

Systemic perspectives

To reiterate, systemic perspectives explain social phenomena on the basis of
their position in a larger whole. Most public services delivered by third sector
organisations are “human services” by nature, meaning that they affect the per-
sonal attributes of individuals directly (Hasenfeld, 1983). Consequently, it
makes sense to discuss them in the context of social policy, even if the main-
stream debate on social policy has so far taken little heed of the third sector.

This lack of attention can at least partly be explained by the dominance of
welfare regime perspectives during the 1990s, although they currently appear to
be going out of fashion. Esping-Andersen’s well-known Three Worlds of
Welfare Capitalism (1990) identified three analytically distinct clusters of coun-
tries: liberal (e.g. the UK), corporatist (e.g. Germany) and social democratic
(e.g. Sweden). The typology was based on several variables, of which the level
of decommodification was the most important. The regimes were regarded as the
outcome of historical bargaining processes between capital and labour. The
regime typology has been used for an endless range of comparisons between
countries with different regimes. A wide variety of criticisms has been levelled
at this type of work, most concerning the inclusion of relevant dimensions and
the causal assumptions in the model. Although the critique has severely eroded
the basis of Esping-Andersen’s model, its value in encouraging international
comparative research is undeniable (for an overview of the criticism, see Arts
and Gelissen, 2002).

The welfare regime concept as defined by Esping-Andersen has certain
characteristics that inherently tend to downplay the third sector’s significance
(Pestoff et al., 2006). It is almost solely based on income transfer, whereas the
third sector’s role in the welfare state is predominantly one of service provision.
In addition, it focuses on national arrangements, while the third sector often
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tends to rely on local arrangements. It is no coincidence that Esping-Andersen
deals with the third sector only in two footnotes. Nonetheless, there have been
some attempts to insert the third sector, or parts of it, within this framework.
Gidron et al. (1992) combined the dimensions of financing/authorising and
delivery. Unfortunately, most countries tend to end up in one of the categories,
which makes the typology illustrative of similarity rather than of diversity.
Kuhnle and Selle (1992) have proposed a typology based on the dimensions of
distance (in terms of communication) and dependence. These dimensions are
fundamentally different from those of the welfare regimes. The latter explain the
present on the basis of institutional reproduction, a product of past forces that
have created recurrent patterns. The other typology offers us useful ways of
understanding present developments on the basis of dimensions considered rele-
vant to the third sector. However, they arguably allow us to see change without
explaining it, as they are not theory-based (at least not ostensibly so). Probably
the most elaborate and successful attempt was Salamon and Anheier’s “social
origins theory” (1998), which distinguishes between four different types of
regimes by embedding economic theory in historical context.

There can certainly be benefits in coupling third sector research to the welfare
regime debate. It might be a powerful rallying call for cross-national compara-
tive research, as the welfare regime typology was in the broader social policy
field. It would provide a shared conceptual framework for a research field where
single country case studies still predominate. The drawback of regimes is that
they may in a double sense be resistant to change. To begin with, there is a
danger that they degenerate into simple categorical tools for comparison, yield-
ing massive empirical data, but little theoretical development. Furthermore,
when one starts to tweak at the individual threads, the whole starts to unravel,
which means that minor points of criticism cannot easily be incorporated into
the whole and the latter tends to become stagnant. When changes are incorpo-
rated, they tend to weaken the coherence and appeal of the original rather than
strengthen it. It could be argued that the concessions Esping-Andersen has made
to his critics have strengthened the validity of the regimes, but weakened their
appeal.

Another fundamental criticism of systemic perspectives is that they tend to be
weak at explaining change, other than through external and sudden events. The
welfare regime theory shows how historical interactions between actors have
resulted in particular institutional configurations. However, they have had diffi-
culty in explaining recent welfare reforms since they stress permanence rather
than change (Green-Pedersen and Haverland, 2002). Put differently, their
contemporary relevance can only be demonstrated insofar as nothing changes.
Salamon and Anheier’s social origins theory comes closest to incorporating the
third sector in welfare regime model and in doing so incorporates its weak-
nesses. It cannot account adequately for (what appear to be) current changes in
the third sector, nor does it cover any changes in the qualitative nature of
providers and services.

Summing up, these and other systemic theories tend to be inherently static.
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However, they could greatly encourage comparative research on the third sector
in the public services. The question is what one regards as the priority of current
research. If it is to explain the third sector’s role in a larger context, based on a
theoretical understanding of historical development, this is the way forward. If it
is to explain the third sector’s role in welfare reform, it is likely to be unsatisfac-
tory.

Dispositional perspectives

Dispositional perspectives explain social phenomena on the basis of the orienta-
tions of actors prior to their actions. It is typical of contemporary economics: an
analysis of social phenomena is impossible without an understanding of prefer-
ences.

There is a wide variety of economic literature on the third sector, as noted
elsewhere in this volume. Yet, when it comes down to applications of this type
of theory, they are sometimes not very distinct from those of other types. Some
years ago, a volume by Anheier and Ben-Ner (2003) reviewed the state of the art
in economic theories of non-profits. Yet on reading how various theories have
been refined, the question arises whether some of the theory labelled as “eco-
nomic” is in fact so monodisciplinary. Especially where relational goods are
concerned, the theories deal with issues that are normally associated with the
“softer” social sciences: altruistic motivations, the desire for attention and direct
interpersonal coordination (see e.g. Ben-Ner and Gui, 2003). It is then more
accurate to speak of a rational choice approach that incorporates insights from
several disciplines. There is much to be gained from adopting a well-structured
theory of agency, in that it will strengthen the methodology of third sector
research.5 Whether that is considered economic theory or not is neither here nor
there.

The one thing that makes such theories truly dispositional is the insistence
that demand determines supply or, put differently, that preferences determine the
shape of institutions; not the other way round. This has been criticised as one of
the greatest failures of economics. In one of his lesser-known works, Hirschman
has laid down the foundations of a theory of disappointment (Hirschman, 1982).
Rather than assuming a fixed set of preferences, he argued that initial prefer-
ences could be changed through experience, which led to recurring changes on
the demand side without necessarily any changes in supply. Interestingly, he
noted that services might be especially prone to disappointment due to their
uneven and unpredictable nature. Addressing the question of what consumers
expect from the third sector and how experience affects these expectations is one
that could make dispositional theories more dynamic and encourage interdisci-
plinary work.

To conclude, the specific benefit for the study of the third sector would be in
strengthening its methodology. However, its strict theoretical tenets can discour-
age interdisciplinary work. This is a pity because, as the collection by Anheier
and Ben-Ner (2003) shows, there is an impressive body of work on the third
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sector in economics. Unfortunately, it makes little to no attempt to relate its
development to insights from other disciplines.

Transactional perspectives

The transactional approach suggests social phenomena must be understood as
the result of interactions. Tilly applies it to the concept of trust (Tilly, 2005a).
Intuitively, we tend to interpret it as an aspect of how we feel about another
actor – in other words, a disposition – but a transactional approach conceives of
it as an aspect of the relationship between ourselves and that other actor: the
relationship is one of trust.

This approach has informed most of the literature on the role of the third
sector in the public services. This is perhaps due to a certain disciplinary bias.
Much of the interest in the topic has come from the field of public management,
where network theory has steadily gained popularity. In addition, the focus on
regime theory in social policy studies may have encouraged third sector
researchers to look for alternatives. Whatever the origin, transactional perspec-
tives have taken various forms.6

Of particular importance to the study of public services are the network per-
spectives that became popular in the field of public management and elsewhere in
the social sciences over the past decades (e.g. Koppenjan and Klijn, 2004). These
have brought home the point that public services are not the exclusive product of
governments, but take shape as the joint product of a number of different actors.
Not only has this perspective made it easier to include non-profit and voluntary
organisations in the equation, but it has also made the relations between those
actors the object of systematic empirical investigation, rather than making prior
assumptions about the nature of those relations. More so than the other perspec-
tives, it is capable of capturing the dynamics of state–third sector relations.

One risk is that the bigger picture is lost. An analysis of relationships is often
built on an understanding of units of analysis or “nodal points” that are concep-
tually similar. For example, collective units such as organisations are analysed
in relation to other collectives, but not to individuals. Likewise, individual
clients face bureaucrats, not bureaucracies. It means that developments on other
levels of analysis are left external to the analysis, unless specific attempts are
made to integrate them. Recently, there has been such an attempt through the
use of the “co-production” concept, distinguishing between three types of rela-
tionships between state and third sector (Pestoff and Brandsen, 2007). The
concept connects activities of third sector organisations at different levels of
analysis and at different stages of the policy cycle, which are often studied sepa-
rately. Bringing them together within one framework could help to signal trade-
offs and to allow a more holistic perspective. This is not necessarily limited to
the third sector’s role in service delivery, although that was what the framework
was designed for.

Another risk is that the smaller picture is lost. In a transactional account,
attention is not necessarily limited to relationships between actors. Interaction
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within the relationships changes the actors themselves, e.g. how they look upon
the relationship or what they hope to get out of it. This is a crucial difference
with dispositional perspectives that tend to take the actor’s orientations as fixed.
In third sector research, quite some attention has been given to how interaction
with the state changes non-profit or voluntary organisations (e.g. Smith and
Lipsky, 1993). In that respect, the latter could make a valuable addition to
general network analysis, in which the focus tends to be on the interaction and
its impact on relationships, but not on its impact on the actors themselves. What
has received less attention in third sector research is how the relation between
state and third sector has affected the former. Elsewhere, I have argued that the
incorporation of non-profits in service delivery has encouraged the integration of
service networks, breaking down traditional systems of differentiation (Brand-
sen and van Hout, 2006). Perhaps this constitutes innovation in the welfare state
from the bottom up.

To conclude, transactional perspectives appear to be particularly apt at
analysing the dynamics of institutional change. They are therefore especially
useful for understanding the role of the third sector in reforms of the public ser-
vices. They also hold up better to methodological scrutiny than systemic per-
spectives, although not (yet) as well as dispositional ones. What systemic
accounts do show better is how processes at different levels of analysis connect.
There is a risk that transactional accounts bound their units of analysis so tightly
that the relationships with other levels of analysis are lost from view.

Conclusion

Earlier, I noted that theoretical development in third sector research during the
1990s has been more modest than in the period preceding it, although in recent
years there seems to be a revival (see e.g. Evers and Laville, 2004). The slacken-
ing of the pace can be partly attributed to the fact that scholars have redirected
their efforts towards accumulating empirical knowledge, which has indeed
increased significantly. This, in turn, has allowed them to sharpen their theo-
retical lenses. But my own impression is that other factors have also been at
play. In Europe at least, the debate has been insufficiently structured to allow
different perspectives to “speak to” each other and to allow for the emergence of
common frameworks and cumulative gains. The lack of a sound infrastructure
for third sector research at the European level has held back the quality of the
debate. Ironically, this has happened at a time when the empirical significance of
the topic has been steadily mounting.

The exercise conducted in this chapter has left me with a new optimism about
our ability to transcend disciplinary boundaries in this field. My review of the
literature has been only illustrative and naturally reflects my personal bias. Nev-
ertheless, it leads me to believe that the demarcations between different types of
theoretical perspectives are not as solid as they might appear. In their ideal-
typical form, they highlight specific aspects of the third sector’s role. However,
their applications only tend to lean toward one of the perspectives, without
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necessarily excluding others. Theoretically innovative work is likely to emerge
at the crossroads. One of the ways for third sector research to move forward is to
position itself at these crossroads, bringing together insights from various
corners of the academic world. Its ambitions would then go beyond those of a
specialist subject. Establishing an interdisciplinary forum at the European level
would be a first step in realising those ambitions.

Notes

1 An earlier version of this chapter was presented at the ESF exploratory workshop “The
Third Sector in a Changing Europe: Key Trends and Challenges” in December 2006
and subsequently published in the February 2007 edition of the bulletin of the Centro
de Investigación de Economía y Sociedad (CIES, www.grupcies.com). I would like to
thank all participants at the workshop and particularly Eva Kuti for their constructive
comments.

2 The relationship between the terms “third sector” and “civil society” is contested, but it
is clear that in discussions there is often a great deal of overlap.

3 Indeed, ideas of the “state” and the “market” as separate domains date from the same
period.

4 The operationalisation of the philosophical in the shape of a legal category has worked
best where it could easily be benchmarked against characteristics of the other domains,
i.e. in terms of economic indicators.

5 Some may find it upsetting to cast such social phenomena as volunteering and altruism
in rational terms, but that is either to confuse normative views with methodology or to
deny the possibility of a duality in human motivation.

6 Kuhnle and Selle advocated a “relational approach” (Kuhnle and Selle, 1992), but as I
have argued above, theirs is closer to a systemic than a transactional approach.
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8 The third sector and the provision
of public services in Slovakia

Juraj Nemec

Introduction

The size of the state and the methods of fulfilling its main functions (see for
example Musgrave, 1959) have changed significantly in recent decades. After
the World War II the role of the state expanded rapidly and public expenditure
grew faster than GDP (Stiglitz, 1988). For example in Sweden in the early 1980s
government expenditure reached almost 70 percent of GDP. The state delivered
most of its activities via public sector bodies and public expenditure. But both
countries and experts came to realize that such trends were unsustainable and
started “reinventing government” (Osborne and Gaebler, 1993). “New Public
Management” (NPM) (Coombes and Verjheijen, 1997) “replaced” the concept
of the classical state in the last two decades of the twentieth century. However,
after evaluations of the impact and outcomes of NPM it became clear that the
use of market forces in the public sector also had noticeable limitations (Pollit
and Bouckaert, 2004).

The “new” solutions at the beginning of this century are “modern gover-
nance” and public-private-civil sector mix (Finlay and Debicki, 2002).1 This
change brings new challenges for the third sector in all developed countries. The
extent of the functions of non-governmental organizations is significantly
increasing, and they are becoming increasingly important partners of the state in
realizing all its objectives.

In this chapter we investigate the role of the third sector in the processes of
delivery of public services in Slovakia. The first part of our paper provides
general information about the third sector in the country and relates its trends
and situation to respective phases of Slovak public administration reforms. The
core part analyzes two different angles of the participation of the third sector in
delivery of public services. First we investigate the sectoral level and focus on
two crucial public services – education and healthcare. Second we analyze the
municipal level – the methods of delivery of selected local public services and
the system of allocation of grants to non-profit organizations, using data col-
lected by the author and his research team.

The last parts present a synthesis of our findings and provide some lessons
and conclusions.



The third sector in Slovakia

The Slovak Republic was established on January 1, 1993, as the result of an
amicable split in the former Czechoslovakia. After the “Velvet Revolution” in
1989, the process of a gradual transition to a pluralistic democratic public
administration system began in Czechoslovakia and the result was two
independent countries – the Czech Republic and the Slovak Republic. After a
successful process of transition in the major areas of political, social and eco-
nomic life, on May 1, 2004 Slovakia became a member of the European Union.

Slovakia is a relatively small state in the middle of Europe. Its territory
covers 49,034 km2, the population at the end of 2005 was 5.4 million and the
population density is 110 inhabitants/km2. In recent years its economy and eco-
nomic policies have developed the reputation as the most progressive in the
region. Most economic indicators have shown significant improvement (Table
8.1) and its growth in 2004 and 2005 was the highest in the region.

The third sector also existed in Slovakia on a mass scale before 1989, with
several types of private non-profit organizations (NPOs), playing very different
roles in the society. Some “NPOs” were established to support communist ideo-
logy, such as the “Association of Women”; some NPOs just focused on the
internal interests of their members (for example sport clubs), and few real non-
governmental organizations served as small cells of resistance against the ruling
regime (most of them as non-legal persons). The most common types of NPOs
in the socialist Czechoslovakia were sports clubs and other interest associations.

After 1989 the changes did not bypass the third sector, but significantly
amended its character. Bútorová and Bútora (1996) and Kuvikova (2006) char-
acterized the following six phases of transformation of the third sector in Slova-
kia after the “Velvet Revolution”:
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Table 8.1 Main economic indicators for Slovakia

Indicator/year 1993 1996 2000 2001 2002 2003 2004

GDP (bil. Sk 369.9 581.3 936.2 1,010.4 1,091.8 1,189.1 1,325.5
current prices)

Inflation 23.2 5.8 12.0 7.1 3.3 8.5 7.5
Unemployment 12.2 11.1 18.6 19.2 18.5 17.4 18.1*

rate
Foreign trade – – –0.9 –2.1 –2.1 –0.7 –1.4

balance (bil. Sk)
Public debt – 24.6 – 48.7 43.3 42.6 43.6

(% GDP)
Public deficit – – –6.1 –6.4 –7.5 –3.6 –3.3

(% GDP)

Source: Statistical Yearbook Slovakia, 2005.

Note
* But according to the Labor office only 14.3%.



1 Diversification (1989–1992) – newly established NPOs defined their goals
and status; many of them were created on the base of former “socialist
NPOs”, by redefining their goals.

2 Consolidation and professionalization (1992–1993) – the growth in the
number of professionals and volunteers in the third sector; differentiation of
NPOs starts.

3 Self-confidence (1994–1996) – the third sector begins to understand its
importance and role in the modern society. The Meciar government does
not cooperate with the third sector and the sector reacts by creating several
initiatives to promote itself.

4 Mobilization (1997) – the third sector is actively involved in the pre-
election process.

5 Stabilization (1998–2004) – the new Dzurinda government approves a
legislative package for the non-profit sector and improves its relations with
the sector.

6 Networking (2004 to date) – also as a result of joining the EU, and as a
reaction to the increased complexity of daily problems NPOs start to coop-
erate and create networks.

According to the relevant legislation, the (formal) third sector in Slovakia
comprises the following types of organization (Kuvikova, 2006):

• Associations – legal persons with physical or legal persons as their
members. Associations are established by the decision of the founding
group and are registered by the Ministry of the Interior. Associations are not
subject to any specific state regulations and have free use of their own
funds. Their business activities are not limited.

• Foundations – purpose based funds, based on monetary and non-monetary
activities that are for the public interest. The existing legislation defines
possible areas of the use of foundation resources, like protection of human
rights, humanitarian activities, environmental activities, health, and educa-
tion. The minimum value of a foundation fund must be 200,000 Slovak
crowns. Foundations cannot enter entrepreneurial activities. Administrative
costs are limited to a maximum 15 percent of total costs. Received grants
with a value over 10,000 Slovak crowns must be reported to the tax office.
Foundations must publish annual reports.

• Non-investment funds – non-profit legal persons associating financial funds
that shall be used for public interest activities – namely activities in areas of
cultural and human heritage and values, environment, maintenance of
natural and cultural values and protection and development of health and
education. These funds are registered by the regional state administration
offices. Maximum administrative costs are limited to 15 percent of total
costs. Entrepreneurial activities are not allowed. Funds must publish their
yearly reports.

• Non-profit organizations delivering public services – legal persons that
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deliver public services in the following areas – cultural and human heritage
and values, environment, humanitarian activities, education of children and
youth, social and healthcare. This type of NPO is registered by the regional
office of the state administration. They can engage in entrepreneurial activ-
ities, but administrative costs are set at a maximum of 4 percent of total
costs.

The description of types of NPOs in Slovakia clearly indicates that except for
associations they are strictly regulated by legislative acts and can only be estab-
lished for given legally specified purposes. The statistics on the NPO sector
reflect this fact.

According to Kuvikova (2006) the central registry of all NPOs included
26,778 registered subjects. Of these, 93 percent were associations, 1.2 percent
foundations, 1.9 percent non-investment funds and 3.9 percent were non-profit
organizations delivering public services.

According to Filadelfiová et al. (2004) in 2002 the NPO sector employed
22,928 full-time employees, 60,574 part-time employees and 91,837 volunteers
(2 percent of employment in the service sector, volunteerism not counted). It
produced 1.1 percent of GDP. The most frequent NPO activities are described in
Table 8.2.

In 2002 the cash revenues of the third sector were 18,103 million Sk (1.7
percent GDP), in kind revenues 13 million Sk. From this the state granted the
NPO sector 4, 852 million Sk. State grants were allocated to finance cultural,
sport and recreation activities (24.4 percent); professional organizations and
unions (14.3 percent); education and research (9.2 percent); social care (3.0
percent); and healthcare (1.9 percent). The situation where the state focused on
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Table 8.2 NPO activities in Slovakia

Activity Total proportion (%)

Education and training 39.9
Social care and social services 32.3
Free tie activities (TIE?) 29.6
Culture and arts 18.9
Defending individual and group rights 17.2
Environment 13.3
Charity 11.7
Health care 9.5
Regional development and housing 9.0
Foundations and funds 9.0
Sport 7.4
Research, analytical studies 7.3
Exchange of volunteers 6.4
Recreation 5.6
Other 6.9

Source: Filadelfiová et al., 2004.



financing of sport clubs and professional organizations (like chambers) changed
a bit after 2005 with the transformation of many hospitals to the NPO form –
social care expenditures do not include municipal level spending.

Slovak public administration reform and the third sector

Public administration reforms in Slovakia after the breakdown of the totalitarian
regime were realized in three main phases:

• creation of self-governing structures (1990);
• “structural” reform (1996);
• “decentralization” reform (2001–2005).

The first important steps in the public administration reform had already been
taken in the common Czechoslovak state after the 1989 “Velvet Revolution”.
The first democratic elections were held in June 1990 and became the basis for
most changes. By virtue of the National Council Act 369/1990 self-government
of municipalities with a high level of independence was re-established. Under
this legislation, local authorities were constituted in municipalities, which are
territorial and legal entities with their own budgets and assets.

The creation of municipal self-governments is also an important issue also from
the point of view of the existence of NPOs in Slovakia. Municipalities may take
decisions independently and act in all matters pertinent to the administration of the
municipality and its property, if a special law does not assign such acts to the state
or to other legal bodies or natural person. Their decisions and ordinances may be
superseded or invalidated only by parliamentary acts or, if illegal, by courts.
Already in 1990 municipalities were allocated many responsibilities – namely local
public transport in big cities (Bratislava, Kodice, Zilina, Predov, Banská Bystrica),
construction, maintenance and management of local roads and parking places,
public space, public parks, public lighting, marketplaces, cemeteries, local water
resources and wells, water supply networks, sewerage and water cleaning establish-
ments in small municipalities, construction, maintenance and management of local
cultural establishments, part of the sport, leisure and tourist establishments, chil-
drens’ homes, part of the ambulatory health services establishments, establishment
of the basic social services (daily care) the support of following activities – educa-
tion, nature and heritage protection, culture and artistic hobbies, physical culture
and sport, the support of humanity activities and the administration of the munici-
pality including police forces and fire services. The scope and method of discharg-
ing those responsibilities are independently decided by municipalities.

Under these conditions and in order to discharge their responsibilities, from
the beginning municipalities started to cooperate with the third sector in many
different ways – from simple non-monetary cooperation, via the provision of
financial grants to the contracting and outsourcing of some services to NPOs.
However, as we will show below in some case studies none of these forms of
cooperation were undertaken in a fully systematic way.
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The second stage of the public administration reform in Slovakia was mainly
characterized by the following structural changes:

• the reversion to general local state administration;
• the change to the territorial structure of Slovakia;
• beginning a process to establish regional self-government.

These important changes were reflected in two important laws, Law No.
221/1996 on the territorial and administrative subdivision of the Slovak Repub-
lic and Law No. 222/1996 on organization of local state administration. But the
noted changes had no significant influence on relations between public adminis-
tration and the third sector.

After general elections in 1998 the new liberally oriented Dzurinda govern-
ments (1998–2006) readdressed the issue of public administration reform, as one
of their main goals. The position of Government Appointee for Public Adminis-
tration Reform was created, outside of formal ministerial structures, and Viktor
Niznansky, a representative of the right-wing political spectrum, was appointed.

The main idea was that decentralization would solve all inefficiencies
(Stiglitz, 1999). In 2001 during a very short – probably too short – time all the
basic legislation was approved by the parliament. For example the Civil Service
Code was approved in June and the Public Service Code, the law on the creation
of territorial authorities, and the law on elections of territorial authorities in July.
The law on transfer of competencies of the state to the regional and local self-
administration was approved in September, the amendment of the law on munic-
ipalities, the amendment of the law on municipal property, the law on the
property of territorial authorities, an amendment to the law on budgetary rules,
and finally the law on financial control and audit were all passed in October.
Regional self-governments became operational from 2002.

The important law on transfer of competencies defined the set of competen-
cies to be transferred to regional and local authorities. Following it a very large
number of competencies were transferred in 2001–2002. Municipalities got new
responsibilities in areas of road communications, water management, birth, mar-
riage and death certificates, social care, environmental protection, education
(elementary schools and similar establishments), physical culture, theatres,
healthcare (primary and specialized ambulatory care), regional development and
tourism. Regional governments became responsible for competencies in areas of
road communications, railways, road transportation, civil protection, social care,
territorial planning, secondary education, physical culture, theatres, museums,
galleries, local culture, libraries, healthcare (polyclinics and local and regional
hospitals), pharmacies, regional development, and tourism. A large set of these
competencies was re-allocated from direct ministerial responsibility (hospitals,
education, etc.). Finally a new fiscal decentralization system was only estab-
lished in 2005, where the bulk of self-government incomes are from their own
revenues, including shared taxes.

Changes in 2001–2005 significantly amended the public administration
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system and also positively changed several aspects of relations between public
administration and the third sector, namely:

• In some sectors, like education (see below) the third sector got the same
rights as other ownership forms to deliver public services.

• The third sector, and especially some segments of it, became the partner of
the government and many NPOs started to be used as advisors in preparing
public policies (e.g. MESA10, INEKO).

• The system of tax assignation (originally 1 percent for physical persons,
from 2004 even 2 percent from tax obligation of legal and physical persons)
was created. In 2005 almost one billion Slovak crowns were transferred to
the third sector via this channel (www.rozhodni.sk).

However in most sectors and especially at a local level the reform did not set
any rules or prepare any guidelines for the systematic realization of the public-
private-civil sector mix. Thus there is scope for open agreements, for local political
preferences, but also for non-transparency and even corruption, as we note below.

In 2006 the liberal government was replaced by a left-wing and populist
parties’ coalition under Prime Minister Fico. Concrete steps by this government
have only just started, but it is apparent that the third sector may lose some of its
previous prominence. The original proposal to abolish the system of tax assigna-
tion was not passed by parliament when voting on the 2007 state budget, but
such a change is still pending. Some NPO tax deductions have already been
abolished. The return to a massive state administration is already visible, via
proclamations and also concrete actions such as the new law on financing of sec-
ondary art schools. It is impossible to assess how far the new government will
revert to previous policies but the proposed changes surely cannot improve the
efficiency and effectiveness of state service provision.

The third sector and the delivery of public services in
Slovakia: sectoral cases

This part of the chapter analyzes the role of the third sector in the delivery of
two main public services – education and healthcare.

Education

The financing of primary and secondary schools is a most effective example of the
real incorporation of the third sector into the system of delivery of public services.
It is based on the law on financing primary schools, of secondary schools and of
other educational establishments (597/2003 Z.z.). According to this legislation, all
schools delivering “state curricula” have an equal right to public finance. The
system is relatively simple (based on the experience, for example, of the UK). The
performance indicator is the number of pupils and the norms to calculate the grants
are defined annually by the Ministry of Education (see Table 8.3).
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Such an approach might look effective, but as always there are problems. We
raise only a few of them.

One hot issue is small schools in rural areas. With a limited number of pupils,
but the same norms, their revenues cannot be sufficient to operate the school.2

There are many arguments whether or not to close such small schools, and also a
lot of discussion about this. Are unit costs and perhaps lower quality of educa-
tion in combined classes for pupils of different ages more important than the
factor of local culture, time, safety and transport costs to take pupils to other
schools? Who could provide a definite answer?

The second hot issue is “equality” and “competition”. Private non-profit
schools have much more freedom in fundraising and in some cases they can
even charge fees to pupils, though the state grant norms are not reduced by the
full level of fees collected. Under these financial conditions the equal norm stan-
dard creates important inequalities and unfair competition. Moreover there is
only very limited evidence of performance enhancing competition between dif-
ferent types of school.

Surprisingly, compared to primary and secondary levels, the system of ter-
tiary level financing is designed to favor public institutions. Both public and
private (for-profit and not-for-profit) universities/high schools can apply for
accreditation. However only public schools have the right to public financing,
and for most of them public grants, allocated mainly according to the number of
students, represent about 90 percent of their total income. We argue that their
dependence on the state is too high and the allocation formula does not encour-
age quality improvements. Public schools cannot collect student fees from full
or part-time students.

Private schools, already discriminated against in the accreditation process
(Nemec, 2006), can be subsidized from public funds. But the decision is entirely
at the discretion of the Ministry of Education, and the level of grants differs
widely – from zero to almost that given to public schools – where the school is
linked to top politicians. The average annual level of private school fees is about
C1,000.

Current proclamations indicate that in future the situation will not improve.
The new Minister of Education even wants to exclude private non-profit schools
from the system, mainly via accreditation.

Healthcare

The healthcare reform in Slovakia is characterized by the semi-radical shift after
2002 to the limited use of markets. In June 2004 Health Minister Zajac prepared
and submitted to the parliament a new set of health laws that were expected to
significantly change the system by increasing the level of co-payments, intro-
ducing commercial voluntary health insurance, and changing health insurance
companies into joint-stock companies. All six draft laws were approved and
have been operational from January 1, 2005.

From our point of view the most important was the law on health providers,
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health professionals and their professional bodies that enlarged the list of types
of health providers (for example by including homecare and daycare), set the
principles of minimum network and provided for transformation of all health
providers to non-profit or shareholder companies.

Based on this law all state healthcare providers were transformed. Establish-
ments of national importance were changed into public shareholder companies,
and regional and local establishments were or privatized, turned into non-profits,
or transferred to self-government.

All providers have the right to apply for reimbursement of their costs to
health insurance companies, which are responsible for concluding contracts with
healthcare providers. In order to guarantee the transparency of contract decision-
making health insurance companies are obliged to publish selection criteria.
Based on them, they will set the rank of contracted providers they must stick to.
This rule means that all ownership forms are equal, and the service, though not
the form of delivery, is the concern of state health policy. Thus a real space was
opened up for the non-profit sector.

New legislation significantly influenced the ownership forms involved in the
delivery of regional healthcare, but did not change the main principles of provid-
ing health to all Slovak citizens. The principle of the universal access remains
the main goal, but the new ownership form was expected to improve the quality
of services and the economic performance of providers.

The scale and outcomes of the transformation might be described using the
example of the Banska Bystrica self-governing region. At the beginning of the
reform the region had 16 state-owned hospitals. In 2005 one hospital – the
teaching hospital in Banska Bytrica – was converted into a state-owned share-
holder company. The other 15 hospitals were first transferred to the region or to
municipalities and later most of them were transformed to non-profit organi-
zations. First evaluations show that at least from financial viewpoint the trans-
formation was a success – all 15 transferred hospitals significantly improved
their economic performance and decreased deficits. Some of them even started
to work with balanced budgets.

The new government already indicated that the “Zajac reform” will be re-
evaluated. At a central level nothing has yet happened, but changes have already
started at the regional level. For example, in spite of the initial success of the
2006 transformation the new Banska Bystrica regional parliament, led by “left-
wing” parties, has started to discuss the future of four major transformed hospi-
tals. The formal argument was about a lack of control over the basic network of
in-patient care in the most important regional centers (Zvolen, Lucenec, Riman-
ska Sobota and Ziar nad Hronom). Unluckily, the discussion about the future
ownership form of these hospitals was driven by ideology and not pragmatic
policy issues, very much returning to a “socialist” terminology of “state=good”,
“private/non-profit= bad”. The final outcome is re-nationalization. By spring
2007 all four hospitals are expected to be returned to the region. But the region
is not even prepared to compensate their non-profit owners for the investments
made during their management (www.pravda.sk).
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The third sector and the delivery of public services in
Slovakia: municipal level

Here we analyze the role of the third sector in the delivery of public services at a
municipal level. Two aspects are investigated – the role of the third sector in
delivery of local public services and the system of allocation of municipal grants
to third subjects.

The third sector and the delivery of local communal services

Our research team has studied the methods of delivery of the local public ser-
vices for more than five years and the main findings have already been published
in comprehensive form in PhD. theses defended at the Matej Bel University in
Banska Bystrica (Merickova, 2003; Majlingova, 2006).

According to our findings, all forms of ownership are used to deliver local
public services, including third sector capacities. The third sector is represented
mainly via two main forms:

• municipalities create NPOs (associations) to deliver the services, for
example more than 10 percent from all arrangements for waste collection in
small municipalities.

• the service is out-sourced to an independent NPO.

The main problems of these arrangements are connected with the selection of
the method of delivery and with efficiency outcomes. In theory, the decision of
the municipality to contract – to achieve the “best value” – should be based on
careful analysis of all available choices. In our research we did not directly
investigate this reality, knowing that under current circumstances this process
cannot be systematic, and we focused only on the concrete process of the selec-
tion of an external supplier. The data from all our samples show that most
municipalities use direct purchase or were not willing to provide information
about the procurement method, despite their obligation to do so under the law on
free access to information. We did not insist on answers at this stage, as the
missing answer alternative is a good indication of two potential problems:
municipalities either do not know, or do not want to tell, knowing that the selec-
tion was unfair. These both amount to the same thing.

The outcomes from non-systematic, perhaps corrupt selection process are
straightforward and can be highlighted by efficiency (cost) figures. The data
from different benchmarking samples clearly indicate that, even within the same
size category, the costs of service delivery show far too wide a variation. The
clearest case was found by Merickova (2003) – Table 8.4.

There are major cost differences. We do not have sufficient information to
decide to what extent such differences are caused by objective factors – costs
vary with local conditions – and to what extent by more subjective factors –
such as a lack of decision-making capacity. They may even be due to corruption.
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But they are very important, for they clearly indicate that any ownership form
(including NPOs) can be effective and the financial and quality outcomes of any
arrangement depend on the municipality and its capacity of effective and effi-
cient decision making in favor of citizen interests and not in favor of the pockets
of municipal bosses.

Municipal grants

As indicated above, after finishing the processes of transfer of responsibilities
and of fiscal decentralization, municipalities are responsible for a really broad
spectrum of public services and activities. Some of costs of these services are
financed directly, via municipal bodies and organizations, some by contracts
(see above), but some also by financial grants provided to legal persons deliver-
ing services of public interest.

The system of financial grants to legal persons was the subject of heavy criti-
cism by NPOs, as the decision-making processes were non-transparent and non-
systematic (Wright and Nemec, 2002). Such criticism and new budgetary rules,
namely the change to medium-term programs and performance budgeting on the
national level (www.finance.gov.sk) “motivated” most of the larger municipali-
ties to draft and implement new rules for allocation of financial grants to legal
persons in 2005 and 2006. To check the situation, we investigated websites of
eight cities that were seats of regional self-government and looked for such reg-
ulations. The results are described in Table 8.5.

Our findings show that cities established certain rules on how to finance non-
governmental bodies involved in delivering public functions. But few if any of
them created a substantive document that could be used as a rulebook guaranteeing
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Table 8.4 Average costs of waste collection and refuse disposal by form of service
delivery: Slovakia

Form of delivery Number of Average yearly costs 
municipalities per inhabitant

1 Municipal employees 2 136,29
2 Gross budgetary organization 2 295,34
3 Net budgetary organization 7 420,36
4 Municipal limited company 9 538,35
5 Municipal joint stock company 2 701,35
Average for internal forms 22 398,34
Contracting 1 11 351,14
Contracting 2 9 251,44
Contracting total 20 301,29

Notes
In gross budgetary organizations revenues and costs are separated, revenues cannot be used to cover
costs and must be transferred to higher budget.
Contracting 1 – citizens pay fees only to the municipality.
Contracting 2 – citizens pay fees to both municipality and to supplier.



an impartial, transparent, effective, predictable, reliable and accountable
decision-making process when allocating municipal resources. These descriptors
are the main values of the “European Administrative Space” – see the “White
Paper on European Governance” (European Commission, 2001).

We document the problem of criteria with the example of Banska Bystrica
(www.banskabystrica.sk). The main parts of the city legislation concerning the
allocation of grants to legal bodies include the following:

1 Financial grants from the municipal budget can be provided to legal persons
established by the municipality, and to other legal and natural persons3 for
listed public services.

2 The listed public services are healthcare, social care, humanitarian activ-
ities, charity, recreation, maintenance and presentation of human and cul-
tural values, protection of human rights and freedoms, education, physical
culture, research and science, environmental activities, regional develop-
ment and employment and housing.

3 Evaluation of applications:

• The administrative bodies of the municipality check all formal aspects
of the application.

• The professional committees of the municipality evaluate the applica-
tion and set the proposed level of the grant.

• The municipal assembly decides the final structure and level of all grants.

4 Evaluation criteria (examples):

• Culture (planned level of grants about one million Slovak crowns in
2006) – history of the applicant, results of the applicant, development
of city culture.

• Sport (planned level of grants about three million Slovak crowns in
2006) – number of members, results, involvement of citizens.

The shortened text of the municipal regulation concerning the allocation of
grants in Banska Bystrica clearly indicates that subjectivism and clientelism
have still an “open door”. The criteria are not functional criteria to compare
applications. The municipal assembly, when approving the budget (including
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Table 8.5 The existence of a regulative document defining the rules of providing munici-
pal grants

The document is The document exists but does The document is 
available from the not set criteria not available 
web and sets criteria from the web

City Banska Bystrica Kosice, Presov, Zilina, Trnava* Bratislava, Nitra

Note
*Trnava: criteria are not set but should be announced yearly by respective professional commissions.



grants), does not have enough detailed information about all applications, thus
the main decision-making power is with committees. Those represented on com-
mittees, or having links and relations to their members have better chances than
those who do not.

Compared to cities most smaller municipalities do not have any stated rules
and finance activities purely on the basis of subjective decisions by local
deputies and the local council. In sport resources predominantly go to local foot-
ball clubs.

Findings and conclusions

In the first part of the chapter we clearly showed that the third sector in Slovakia
is relatively well developed and has an important capacity to help to develop
modern society through the many forms of its activities.

The second part highlighted the main general limits blocking a really compre-
hensive use of the capacity of the third sector to develop the country, connecting
those limits with the character of the government and public sector reform.
“Left-wing” coalitions naturally prefer the state and do not accept the third
sector as a real partner. This was the case with the Meciar governments. It is
also the case with the new Fico government (in power since 2006). This govern-
ment has already reversed some previous governments’ policies for financing
the NPO sector and for the delivery of some services, especially education, to
favor state production.

As regards “right-wing” coalitions, in spite of the relatively long period of
liberal government (Prime Minister Dzurinda) and the liberal character of all
public sector reforms from 1998 to 2006, a real plurality and equality of all
ownership forms in the delivery of public services was not achieved. Indeed
such a goal was not even mentioned in any of that government’s final reform
documents.

How does this situation impact the third sector in Slovakia? As shown in our
selected concrete cases, the level and ways of involving the non-profit sector in
the delivery of public services in Slovakia differ significantly between sectors,
and between self-governing bodies. In some cases the non-profit sector is
accepted as a standard delivery vehicle, e.g. primary and secondary education.
In other cases – e.g. universities, and recently also regional healthcare and art
schools – it is still discriminated against in spite of the fact that Slovakia has
already introduced medium-term programs and performance budgeting systems
at all levels. Some local and regional self-governments respect the principle of
open competition for delivery of public tasks, others do not.

The outcomes of such a situation are straightforward – lack of transparency,
openness, reliability, accountability and predictability when deciding the best
delivery method for public services or the allocation of public grants to legal
bodies. This results in damage to the efficiency, effectiveness and quality of
delivery of public services. It contributes to the high level of corruption in the
country, which in turn slows growth and development.
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How and when will this situation change? At this point there is no effective
answer.

Notes

1 Not all agree that public-private-civil sector mix, competition and cooperation are the
optimal solution for the public sector at the beginning of the twenty-first century. Nev-
ertheless this assumption is the normative basis of our paper.

2 To help small schools to adapt to the new system of financing, the concrete level of
grant allocation changes in a “step by step” way – the minimum annual allocation is set
as 90 percent from previous year’s grant.

3 Including NPOs.
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9 The innovative capacity of
voluntary and community
organizations
Exploring the organizational and
environmental contingencies1

Stephen P. Osborne, Kate McLaughlin and 
Celine Chew

Theoretical and empirical background

The innovative capacity of voluntary and community organizations (VCOs) as
public service providers has long been a key assertion of the public policy debate
in the UK, stretching back for almost 100 years. This ascribed capacity has its
basis in historical fact, as VCOs were the prime innovators of social welfare, and
other, public services in the nineteenth century (Webb and Webb 1911). Subse-
quently this perception became embedded as the official view of this capacity (for
example Beveridge 1948; Ministry of Health 1959; Home Office 1990; Labour
Party 1990). Yet, despite such reification of this innovative capacity, little research
has taken place to evaluate this claim. The only study of any substance prior to this
current work is the American study of Kramer (1981) – now limited both by its
American context and considerable age. Reviewing the literature in 1998, Osborne
(1998a) concluded that such studies as there were, were limited by three factors:

1 their reliance on normative argument rather than empirical data;
2 their lack of attention to the mainstream innovation studies literature (for

example, Rogers and Shoemaker 1971; Rothwell 1975; Abernathy et al.
1983; Van de Ven et al. 1989; Herbig 1991) and the potential that this liter-
ature has for offering theoretical and empirical insights into the public
service context, and;

3 the lack of attention to the possibility of situating this capacity within a con-
tingent framework that recognized the impact of the public policy environ-
ment upon innovativeness.

In the broader public services arena, there have also been a limited number of
studies of innovation in public services (see Osborne and Brown (2005) for a
more extensive literature review). Most notably in this literature, Borins (2001)
has explored the public policy – public services delivery interface and its impact



on innovation in public services. Despite its importance, this work is hampered
in its applicability to the UK by its national specificity within the US public
policy system. In a European context, Koch and his colleagues in the EU Publin
programme (for example, Koch and Hauknes 2005; Malikova and Staroòová
2005; Koch et al. 2006) have explored the public policy context of innovation
within public service organizations in the European Union. However, whilst this
is useful work at the industry level, the issue of the innovative capacity of VCOs
is wholly absent from their work.

Finally, much of this work has not been grounded in the ‘innovation studies’
literature, above, that might give a more robust theoretical, as opposed to norm-
ative or empirical, basis to the debate (Osborne and Brown 2005). Consequently
the previous work of the lead author of this paper, in the early 1990s (Osborne
1998a), was the first research study in the UK that:

• mapped this innovative capacity of VCOs and developed a contingent
model of it, within the field of social welfare in the UK, and;

• drew upon the organization theory and innovation studies literature to
inform our understanding of the innovative capacity of VCOs.

Crucially it developed a typology of innovation (Osborne 1998b) in the social
sector that differentiated between:

• the traditional activity of VCOs in providing specialist services (situated
within the ‘traditional organizations’ in this chapter);

• the developmental activity of VCOs involved in the incremental change of
their services (situated within the ‘developmental organizations’ in this
chapter), and;

• the innovative activity of VCOs that changed the paradigm of their services
and/or their skills base (situated within the ‘innovative organizations’ in this
chapter) – and also separated this innovative activity into three distinct
modes, as discussed further below.

It is important to note that this differentiation does not suggest any normative
difference between these modes of work – they can all have a positive or negat-
ive impact upon an organization or its services (for example, Rosner 1967; Kim-
berly 1981; Mole and Elliot 1987). Nor does it suggest any differentiation in
term of longer term impact – over time, a series of smaller, incremental, service
developments may produce a much more profound effect upon a service than a
single innovation (see, for example, Van de Ven et al. 1989). However, as the
innovation studies literature makes clear, innovation does pose distinctive
organizational and managerial challenges, compared to the other two modes.

Osborne (1998a) argued further that the innovative capacity of VCOs was not
a function of their organizational characteristics, such as their structure or
culture (as much of the policy literature invariably suggested), but rather it arose
out of the interaction of these organizations with their institutional and policy
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environments. That is, it was the action and policy context created by central
and local government that encouraged innovative activity by VCOs rather than
it being an inherent consequence of their organizational structure or culture.
Subsequent work by other researchers has confirmed and developed this model
in other fields beyond social care – such as the work of Walker et al. (2001) in
the field of housing.

The original study by Osborne (1998a) provided a significant empirical study
of the organizational and environmental factors that mediated the innovative
capacity of VCOs in the provision of social care services. The present chapter
reports on a replication of this original study to test if/how this innovative capac-
ity has changed over the past decade and in relation to what contingencies.

Methodology

The 1994 research involved both a postal survey and cross-sectional case studies
of VCOs across three localities in England – an urban (Midwell), suburban
(Bellebury) and rural (Southshire) locality. The initial intention for the present
study had been for an exact replication of this research. However, at a late junc-
ture, the key stakeholder for one of the original research sites (the suburban
locus) withdrew involvement because of their own financial crises and subse-
quently a replacement locality was identified. ‘Bellebury’ was thus replaced
with ‘Siliton’.2 Whilst this does diminish the exact replication of the original
research, nonetheless it does provide a robust longitudinal test of the sustainabil-
ity of the innovative capacity of VCOs.

This chapter first summarizes the first stage of this replication study – the
postal survey of all VCOs involved in social care across the three localities. The
purpose here was to map the extent of the innovative, developmental and tradi-
tional VCOs and to examine any key differences between them. This element of
the study is reported in full in Osborne et al. (2008). It then explores three cross-
sectional case studies conducted across the three research sites, in order to test
out four possible hypotheses for the innovative capacity of VCOs. These
hypotheses are detailed further below.

These cross-sectional case studies included semi-structured interviews with
the chief executives of VCOs and their staff, semi-structured interviews with
other key informants in the localizes (such as staff from the local voluntary
sector intermediary bodies, governmental officials and other community leaders)
and the collation and analysis of key organizational and service policy docu-
ments. Twenty-four VCOs were involved in the case studies in 1994–1999: nine
(38 per cent) innovative VCOs, seven (29 per cent) developmental VCOs and
eight (33 per cent) traditional VCOs. Thirty VCOs were involved in the 2006
case studies – 16 (54 per cent) innovative VCOs, seven (23 per cent) develop-
mental VCOs and seven (23 per cent) traditional VCOs. All were split equally
across the three localities.
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Mapping the extent of the innovative capacity of VCOs

The initial postal survey was analysed by the use both of Chi-Square tests and
Discriminant Analysis, in order to evaluate the significant organizational dimen-
sions of the innovative capacity of VCOs. It explored the extent of the inno-
vative, developmental and traditional work of these organizations, as defined
above. The research methodology is detailed further in Osborne et al. (2008).

Table 9.1 lays out the profile of the innovative activity in both the 1994 and
2006 surveys. The contrast between the surveys in 1994 and 2006 is stark. Over
this period, the innovative activity of VCOs shrank from 37.9 per cent to 19.1
per cent whilst their developmental work increased from 13.9 per cent to 35.7
per cent. The traditional activity has stayed almost constant at 45.2 per cent in
2006 compared to 48.2 per cent in 1994. Far from being a constant element of
the organizational activity of VCOs, innovation appears as a variable – and
potentially a contingent one. This contrast is shown diagrammatically in
Figure 9.1.

The relationship between a group of organizational characteristics and inno-
vative capacity was also explored in both studies through Chi-Square tests and
Discriminant Analysis (Eisenbis and Avery 1972; Klecka 1980). In 1994 it
proved hard to differentiate the innovative and developmental VCOs on the
basis of these characteristics. This was also the case in 2006.

A strong discriminating function3 did exist in 1994 between the innovative
and traditional organizations around the former’s receipt of significant govern-
ment funding,4 the presence of paid staff and being young (aged under six years)
organizations. By 2006, however, the strength of this function had been dissi-
pated – and significantly government funding had been removed from it. This
will be returned to below.
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Table 9.1 The innovative activity of VCOs

Type of activity Locality

Bellebury Siliton Midwell Southshire Overall

Innovative 1994 43.1 N/A 35.0 36.5 37.9
Innovative 2006 N/A 18.8 24.2 18.8 19.1
Developmental 1994 13.8 N/A 19.0 9.5 13.9
Developmental 2006 N/A 33.3 30.3 44.1 35.7
Traditional 1994 43.1 N/A 46.0 54.0 48.2
Traditional 2006 N/A 47.9 45.5 41.2 45.2

Total 100 100 100 100 100

Notes
A note on response rates. In 1994 376 organizations were surveyed with 196 organizations respond-
ing – a response rate of 52.1 per cent (potentially rising to 67.6 per cent allowing for organizational
morbity). In 2006 356 organizations were surveyed with 115 responding – a response rate of
32.0 per cent (potentially rising to 42.0 per cent allowing for organizational morbity).



An important conclusion of the 1994 study was that governmental policy, at a
central and local level, was a key contingency in the priming of the innovative
capacity of VCOs, rather than any inherent organizational characteristics. Given
that this has now disappeared from the analysis in 2006, and that the innovative
capacity has shrunk as the developmental capacity has increased, a question
raised by this replication study was therefore: have the policy imperatives of
governmental policy changed to lessen the innovative imperative upon VCOs?

Four hypotheses of the innovative capacity of VCOs

The 1994 study established four hypotheses that might explain the innovative
capacity of VCOs. These were derived from an analysis of the existing organi-
zational studies and VCO literatures upon innovation (Osborne 1998a, pp.
62–67). These were that it was a function of:

• their structural organizational characteristics;
• their internal organizational culture;
• their relationship to their external environment, and;
• the institutional framework for their role in delivering public services.
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That study found no evidence to support either of the first two hypotheses.
Rather it argued that the innovative capacity of VCOs was a result of the conflu-
ence of the latter two hypotheses. First, the innovative VCOs had a more proac-
tive strategic intent towards their environment. Second, the innovative VCOs
were significantly more dependent upon the government for the main income
stream – and this funding was predicated upon public policy that privileged
innovative activity above all other activity. Far from being an inherent charac-
teristic, therefore, the innovative capacity of VCOs arose from their interaction
with their environment, and particularly with their public policy environment.
This encouraged them both to pursue innovative activity in preference to
developmental or traditional activity, and to portray their organizational activity
as innovative, irrespective of its actual nature, in order to secure their income
streams from government. The 2006 study thus returned to explore these four
hypotheses again, to discover whether this pattern had maintained or not.

The organizational hypothesis

This hypothesis argues that the innovative capacity of VCOs is a function of
their formal structural characteristics. The VCO literature has long claimed that
innovative capacity of VCOs was a result of the low level of their organizational
structure and the consequent flexibility that this gave them (for example Mellor
1985).

The case studies in 1994 and 2006 found little to support this hypothesis. In
terms of organizational status, there was no discernable pattern between the
three organizational sub-groupings. All the VCOs were either independent
organizations or else a part of federated VCOs with significant local independ-
ence of organizational activity. Similarly, the majority of the organizations had
been founded independently by either an individual or a small group of people.
Only five VCOs in 1994, and six in 2006, reported that another organizational
has been involved in their foundation.

In terms of organizational decision-making, all the organizations reported
that the formal decision-making responsibility lay within the organization (either
with the trustees or a paid manager) for five key areas: the allocation of organi-
zational resources; staffing and personnel; capital expenditure; structural change;
and organizational policy/procedures.

Some differentiation is found in terms of organizational complexity and this
is consistent over the two time periods. Respondents were asked to specify the
organizational tiers of their VCOs. The traditional VCOs were the least ‘tiered’
– two-thirds of these VCOs over the two time periods had only a Management
Committee and a volunteer base. In contrast both the developmental and inno-
vative VCOs had at least one paid manger with other staff to manage – and with
a striking increase over 1994–2006 from one manager alone to a larger manager-
ial team.

In terms of organizational formalization an interesting, if serendipitous,
finding emerges. In 1994, all the VCOs had low levels of organizational
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formalization and with no discernable pattern across the three organizational
modes. Only around one-third had any formal organizational policies, proce-
dures or work schedules, though 46 per cent did have job descriptions. Only 17
per cent reported any formal evaluation of their work.

By 2006 the level of formalization has increased dramatically, particularly for
those VCOs involved in innovative or developmental work. Most revealingly
the formal evaluation of their work has increased significantly for the innovative
and developmental organizations, though it has declined slightly for the tradi-
tional ones (Table 9.3). The picture is thus one of a VCO sector that is becoming
increasingly formal in its work practices. The level of formalization does differ-
entiate the innovative and developmental VCOs from the traditional ones, but
with little to differentiate these former two groups.

Finally VCOs were asked to report the extent to which specialist job roles
(where a member of staff specialized in that task alone) existed within them.
There are some differences here (Table 9.4). In 1994 the innovative and
developmental VCOs had far more specialist posts than the traditional VCOs
whilst administrative roles were far more common within the innovative than
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Table 9.2 Levels of organizational structure

Management [1] plus a [2] plus other 
committee plus paid manager, paid managers 
volunteers [1] with/without with staff 
additional paid to them responsible 
staff [ 2]

Innovative 1994 1 8 0
VCOs 2006 3 6 7
Developmental 1994 2 4 1
VCOs 2006 1 3 3
Traditional VCOs 1994 5 3 0

2006 5 2 0

Total 1994 8 (33%) 15 (63.5%) 1 (3.5%)
2006 9 (30%) 11 (37%) 10 (33%)

Table 9.3 levels of organizational formalization (%)

Type of document 1994 2006
(all 
VCOs) Innovative Developmental Traditional Total

Organizational policy 33 75 100 43 77
Organizational procedures 37.5 62 86 43 63
Organizational work schedule 33 44 57 29 43
Job description 46 62 86 43 64
Formal evaluation of all/part 

of organizational work 17 75 71 14 60



the developmental organizations. By 2006, again all the organizations had
become more formalized with much greater levels of job specialization for all
the organizations (interestingly the developmental VCOs had a much greater
level of organizational support roles than the other two modes). Yet overall, no
clear pattern emerges to differentiate the VCOs engaged in innovative activity
from their developmental or traditional counterparts.

In conclusion there is no significant evidence from either 1994 or 2006 of
significant organizational differentiation between the innovative, developmental
and traditional VCOs. There is serendipitous evidence of increasing organi-
zational formalization and specialization across the innovative and develop-
mental VCOs, in particular, that may well indicate isomorphic pressures on the
sector as a whole, as it has taken on an increasing role in the provision of public
services. This is deserving of further exploration in the future. However such
patterns as there are, are not substantial and there is no support for the organi-
zational hypothesis of the innovative capacity of VCOs.

The cultural hypothesis

In both studies this was explored through organizational and staff group size and
managerial style. In terms of organizational size, 1994 presented a picture of
VCOs that were predominantly small organizations – two-thirds of them had
annual budgets of under £10,000. Of the larger organizations two-thirds were
involved in innovative activity. In 2006, by contrast, the VCOs in the study were
now much larger – two thirds of them had annual budgets of over £10,000 (four
of them had budgets of over £1,000,000) and half of the larger organizations
were involved in innovative activity. Conversely all of the developmental VCOs
had larger budgets (Tables 9.5 and 9.6). The picture therefore suggests size is a
potential differentiator between the traditional VCOs and the innovative and
developmental ones but it is by no means clear cut. Nor is it clear whether the
larger size is a potential causal factor or consequence of such activity.

In terms of leadership style, the two studies explored these for all the case
study organizations. All the organizational leaders were asked to classify them-
selves across five archetypes of managerial style: administration; line manage-
ment; delegation; networking; and leadership.5 Not surprisingly, most
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Table 9.4 Specialization of organizational roles (%)

Organizational Innovative Developmental Traditional Total
role VCOs VCOs VCOs

1994 2006   
�

1994 2006   
�

1994 2006   
�

1994 2006

Service provision 55 75 57 86 25 71 46 66
Administrative 78 87 0 71 25 71 37.5 80
Support services

(e.g. training) 22 37 14 86 0 29 12.5 59



respondents found this hard, as they often took on multiple roles in an organi-
zation, as one of the managers of the innovative VCOs in the original study
articulated: ‘Even if the [new] idea didn’t originate with me, I would have to
enthuse others, set up contacts and arrange meetings, carry out administrative
functions for weeks, months or even years.’

However, when pressed, all leaders were able to identify most with one of the
archetypes (Tables 9.7 and 9.8). In 1994 the picture was very mixed – no one
leadership archetype dominated for the innovative organizations (though an
administrative role was widespread), the developmental VCOs were mixed and
the traditional VCOs tended to adopt a primarily administrative approach. The
picture is similar in 2006. The innovative VCOs still displayed a range of man-
agerial styles, though this time with the ‘leadership’ role predominating, the
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Table 9.5 Organizational size as measured by budget (1994)

Type of VCO Level of budget Total

£10,000 or under £10,001 or over

Innovative 5 4 9
Developmental 6 1 7
Traditional 7 1 8

Total 18 6 24

Table 9.6 Organizational size as measured by budget (2006)

Type of VCO Level of budget Total

£10,000 or under £10,001 or over

Innovative 6 10 16
Developmental 0 7 7
Traditional 4 3 7

Total 10 20 30

Table 9.7 Organizational leadership archetypes (1994)

Type of VCO Managerial archetypes

Administration Line Delegation Networking Leadership
management

Innovative 4 0 1 2 2
Developmental 1 1 1 2 2
Traditional 5 1 1 1 0

Total 10 2 2 5 4



developmental VCOs continued to be mixed and the traditional VCOs adopted a
primarily administrative approach.

In terms of organizational culture, therefore some limited differences were
noted above between the three modes of organizations. These are significant in
terms of the traditional VCOs (they tend to be smaller organizations with an
administrative style of leadership), but offer no convincing explanation of either
innovative or developmental capacity for VCOs.

The environmental hypothesis

This hypothesis looked at how the case study VCOs related to their environment
across two dimensions. These were their mode of service delivery and their stra-
tegic orientation.

Mode of service delivery

The 1994 study found little differentiation between any of the organizational
modes in terms of the extent to which they provided standard or user-defined
services. By 2006 there was a clear move towards more user-defined services –
though this was across all three modes of organizations and not solely the inno-
vative ones. In terms of accessibility to service users, the 1994 study found that
all the organizations accepted referrals from users themselves and only a minor-
ity accepted them through another organization (17 per cent). This remained the
case for all the VCOs in 2006.

Strategic orientation

This was explored by classifying the responses of organizational leaders to the
external environment using the Miles and Snow (1978) strategic gestalts (Table
9.9). The 1994 study found a striking difference between the innovative and
traditional VCOs – the former committed to the prospector and analyser gestalts,
with their forward looking orientation, and the latter towards the defensive
gestalt, with its commitment to maintaining the status quo. No identifiable
pattern was found for the developmental VCOs. This finding was replicated in
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Table 9.8 Organizational leadership archetypes (2006)

Type of VCO Managerial archetypes

Administration Line Delegation Networking Leadership
management

Innovative 2 3 2 1 5
Developmental 5 0 0 1 4
Traditional 5 0 0 1 1

Total 12 3 2 3 10
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2006. It does seem therefore that the innovative VCOs did and do adopt a more
‘hands-on’ and responsive strategic approach to their environments whilst the
traditional VCOs are significantly more cautious. However this does not offer
any explanation of the relationship between the innovative and developmental
VCOs. To understand this we must examine the public policy framework and its
contingencies in more detail.

The institutional hypothesis

The exploration of this hypothesis requires an understanding of how the public
policy framework both for innovation in public services and towards the role of
VCOs in public services delivery has shifted over the 1994–2006 period and its
impact upon the innovative capacity of these organizations. What is interesting
from the earlier examination of the survey data (Osborne et al. 2008) is how the
balance of government funding has changed over the past decade. In 1994, the
innovative organizations accounted for 80 per cent of government funding com-
pared to the developmental VCOs, and for 73.8 per cent compared to the tradi-
tional VCOs. In 2006, by contrast, the balance swung. Now the developmental
VCOs accounted for 56.6 per cent of governmental funding compared to the inno-
vative ones and the traditional VCOs accounted for 59.3 per cent of such funding
compared to their innovative counterparts. The import of government policy has
thus swung away from the innovative VCOs and towards their developmental and
traditional counterparts. This is particularly interesting when one examines how
the public policy terrain has also shifted over this period.

The policy framework in 1994

It is unquestionably true that innovation was seen as a core element of the provi-
sion of social care services by VCOs in the early 1990s. At the broadest policy
level, the introduction of non-statutory, and especially VCO, service providers
was argued to stimulate the development of services that ‘met individual needs
in a more flexible and innovative way’ (Department of Health 1989, para 3.4.3)
and the influential Griffiths Report had also argued for the use of VCOs to
provide social care services in order ‘to widen consumer choice, stimulate
innovation and encourage efficiency’ (Griffiths 1988, para 1.3.4).

This policy focus on innovation as a normative good was also mirrored in the
key professional organizations in social care at the time. The Kings Fund Insti-
tute (1987) had previously argued for the centrality of innovation in the impend-
ing community care reforms to be stimulated by the Griffiths Report. In a similar
vein, Smale and Tuson (1990) at the National Institute of Social Work made a
case for innovation to be elevated to the status of a method of social work inter-
vention. Innovation, they argued, should become ‘almost synonymous with
social work’ (p. 158).

A key policy driver at that time was undoubtedly the influential ‘New Right’
think tank, the Adam Smith Institute, epitomized by the work of its Director,
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Madsen Pirie (1988) and which embraced the model of competitive advantage
(Porter 1985). This placed innovation at the heart of the effective workings of
the market. Its tenets are well summarized by Nelson (1993, p. 364):

For-profit business firms in rivalous competition with each other are the fea-
tured actors [in innovation]. Firms innovate in order to gain competitive
advantage over their rivals . . . A firm that successfully innovates can profit
handsomely.

It has been argued convincingly elsewhere that it was this model of competitive
advantage that influenced the public policy models of the Conservative govern-
ment of the early 1990s, predicated upon assumptions that the introduction of
market disciplines to public services would lead to both greater economy and
greater efficiency in service delivery. One influential commentator at the time
argued that in social care this shift was itself a paradigmatic one from the
community development roots of social care (as epitomized by Abrams et al.
1989) and towards one of ‘market development and market management’
(Wistow et al. 1994, p. 22; see also Le Grand 1991 and Wistow et al. 1996).

As innovation became more ingrained in the public policy agenda of the early
1990s, so did the ascribed role of VCOs in bringing this capacity to the provi-
sion of public services. This was embodied both by the then efficiency scrutiny
of VCOs by the government (Home Office 1990), that lauded their ability to be
‘in the forefront of developing new [public] service approaches’ and the pro-
nouncements of both the Labour and Conservative Parties in the run up to the
1992 general election (Labour Party 1990; NCVO 1991). Finally, the VCO
sector was itself not slow in heralding its innovative capacity, in its efforts to
establish itself as a mainstream public service provider alongside, or instead of,
local government (for example Burridge 1990).

This macro-level public policy context influenced profoundly the structure of
government funding of VCOs in the early 1990s. Thus the then Department of
Health placed innovation firmly at the heart of its funding rules for VCOs. An
example of this was funding of these groups under Section 64 of the Health Ser-
vices and Public Health Act 1968. The first page of the application form for these
grants in the early 1990s emphasized that for a project to be considered for a grant
it ‘must be innovatory’ – a point emphasized further in the Guidance Notes
accompanying these forms. Similar conditions were also found in the Inner City
Partnership Scheme of the Department of the Environment. Finally the Depart-
ment of Health, again, adopted the ‘outcome funding’ model of the Rensselaerville
Institute (Williams and Webb 1992) as a means through which to stimulate
innovation in relation to the Drugs and Specific Alcohol Grants 1994–1995 – and
engaged the self-styled ‘Innovation Group’ to administer this scheme.

The 1994 study found this national public policy emphasis upon innovation
as key funding parameter of VCOs active at the local level also. All three local
authorities in the case study sites had strategic plans on their relationship with
the VCO sector and all emphasized the importance of their innovative capacity.
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The Bellebury document asserted that they had a ‘capacity to innovate, experi-
ment and test new ideas’ and explicitly related funding such organizations to
their ability to innovate in public services delivery, whilst the Midwell document
identified innovation as one of four key funding priorities in relation to the VCO
sector (Osborne 1998a, p. 150).

Importantly, as well as being a policy imperative, innovation was also seen as
a useful tool through which to allocate scarce resources. One central government
policy officer in 1994 explained that they did not actually use a strict definition
of innovation but rather used a loose one that ‘allowed [us] to support and help
[VCOs] to do things that we would like them to do’ – a position echoed at the
time by the Research Director of one of the large charitable foundations that
funded VCO activity.

This approach to innovative as an allocative mechanism invariably drew an
angry response from VCO workers, as epitomized by this VCO field worker
quoted in the 1994 study:

Things have to be innovative for the [funding body], whether they are
needed or not. It’s just dressing things up as innovative to get money. What
we want is an appropriate response to an appropriate problem . . . but we
have to dress it up as innovative for them. The process is tortuous.

(quoted in Osborne 1998a, p. 151)

Finally, as at the national level, VCOs were not slow to ascribe to themselves
this innovative capacity, if they thought that it could assist in gaining govern-
mental funding. For example, a leading VCO intermediary body in Southshire in
1994 prefaced its contribution to the Community Plan of the local authority by
emphasizing the ‘adaptive and innovative’ character of VCOs in that area.

The early 1990s thus presented a set of inter-locking factors that all privi-
leged the ascribed innovative capacity of VCOs as a core expectation when they
sought governmental funding:

• a government influenced by the market approach to the provision of public
services and the centrality of competition and of innovation to this;

• subsequently, government public policy that required innovation as a pre-
condition of governmental funding of VCOs;

• practice at a local level that both reflected these national priorities and that
used innovation as a useful tool by which to allocate scarce public
resources, and;

• both local and national VCOs actively encouraging the perception of them-
selves as innovative in order to attract governmental funding and to assert
their hegemony over local government as the ‘provider of first choice’ for
public services.

The net result of these factors for those VCOs dependent upon government
funding as a prime source of income was twofold. It was both to encourage them

The innovative capacity of voluntary organizations 147



to engage in innovative activity rather than to provide and/or develop their tradi-
tional ‘specialist’ services and to portray their services as innovative, irrespec-
tive of their true nature, in order to gain governmental funding within the
prevailing rules of the game at the time.

The policy framework in 2006

Analysis of the core policy documents from the contemporary period and the
stakeholder interviews from the three longitudinal case sites have revealed three
significant changes in the place of innovation in public policy and the role that
VCOs can play in it. These are:

• a reformulation of innovation not as paradigmatic shift but rather as ‘contin-
ual improvement’;

• a re-evaluation of the role of the VCO sector in innovation in public ser-
vices, and;

• a changing orientation towards innovation at the local level, in terms of the
operation of funding regimes for public services.

In terms of the reformulation of innovation, at the outset it is vital to emphasize
that innovation has not disappeared from the public policy environment. This is
far from the truth. Innovation has been at the core of the ‘modernizing govern-
ment’ agenda of the current Labour government, since the publication of the
Modernizing Government White Paper in 1999 (Cabinet Office 1999). At the
time, the Public Audit Forum emphasized that this White Paper ‘encourages
public bodies to adopt innovative and flexible approaches to [public] service
delivery’ (Public Audit Forum 1999). Subsequently national government initi-
atives such as the Invest to Save Budget have been predicated upon the need ‘to
promote successful innovation and to deliver better public services’ (House of
Commons Select Committee of Public Accounts 2003, p. 2) whilst the National
Endowment for Science, Technology and the Arts (NESTA) has emphasized the
links between innovation in public services, public procurement policy and the
efficient and effective provision of public services (NESTA 2007).

What has occurred however has been a reformulation of the nature of innova-
tion. As noted, in 1994 that understanding of innovation was rooted in Porter’s
model of competitive advantage and it emphasized the view of innovation as
‘creative destruction’ by which existing service paradigms were transformed by
discontinuous organizational change. This approach is at the heart of the innova-
tion studies literature and is encapsulated in the definition and classification of
innovation used in this study and presented above.

Significantly, the view of innovation employed within the current policy
framework is profoundly different – and indeed somewhat at odds with the acad-
emic advisors to government who have continued to emphasize the transforma-
tional, rather than developmental, nature of innovation (for example, Hartley
2006). Situating its discourse within the organization behaviour discourse, rather
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than the market economics discourse, the Modernising Government White Paper
(Cabinet Office 1999) portrays innovation as part of the creation of a culture of
organizational learning by public service organizations – and the creation of
‘learning organizations’ (Argyris and Schon 1978; Senge 1990). In this it identi-
fies innovation as the process of the ‘continuous improvement in central govern-
ment policy making and service delivery’ (para. 4.9, our emphasis).

Such an approach is central of a range of policy documents since the publica-
tion of the 1999 White Paper (such as National Audit Office 2005; Prime Minis-
ter’s Strategy Unit 2006; Museum Libraries Archives Partnership 2007), as well
as to the Best Value performance regime for local authorities (for example
ODPM 2003). The reformulation is best captured though in the text of a speech
by the British Prime Minister, Tony Blair, in 2004. This criticized the ‘failed
neo-conservative experiment’ that relied upon markets and competition to drive
forward public services and offered an alternative vision:

Public services have a crucial role to play in our society. . . . It is only by
truly transferring power to the public through choice, through personalising
services, through enhanced accountability, that we can create the drivers for
continuous improvement in all our services . . . Our strategy for continuous
improvement [in public services] through giving power to people involves
greater choice, greater voice and more personalised services.

(Tony Blair 2004, our emphases)

Alongside this re-conceptualization of the nature of innovation in public services
as continuous improvement rather than paradigmatic change, there has also been
a re-evaluation of the role that VCOs can play in innovation. The early part of
this paper noted the reification of the innovative capacity of VCOs in public
policy from the turn of the twentieth century up to the mid-1990s. Current
government policy, whilst not dismissing this, is rather more circumspect. The
influential Cross Cutting Review of the role of the sector in delivering public
services (HM Treasury 2002) noted that, whilst ‘at best’ VCOs could be ‘flexi-
ble and innovative’ the extent of this was ‘difficult to test and . . . the empirical
evidence was inconsistent’.

In subsequent policy documents, both the VCO and the public sectors are
posed as equally innovative, though with problems of sustainability (Office of
the Third Sector 2006, para. 93). Crucially the innovative capacity of VCOs is
argued not as something intrinsic to the sector but rather as a capacity that can
only be activated in partnership with government:

The third sector’s potential to improve public services and help deliver
better value for money can only be fully realised if there is joint working
with local authorities . . . to help the sector build its capacity to play a more
effective role.

(HM Treasury/Cabinet Office 2006)
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From being the pre-eminent source of innovation in public services, the VCO
sector has thus become a conditional one – and then only under the hegemony of
the government.

Finally there has been a changing orientation towards funding VCOs at the
local level. An important starting point for understanding the institutional frame-
work for the innovative work of VCOs at the local level is the observed gap
between the policy level and actually existing management practice in the deliv-
ery of public services. Mulgan and Aubrey (2003), reviewing contemporary
practice in the UK have already observed this gap and concluded that in reality
innovative is invariably ‘an optional extra or an added burden’ for public sector
organizations, rather than a core activity.

This observation is verified when the commissioning guidance for these
organizations in relation to VCOs is examined. A key document here is the guid-
ance issued by the Office of the Third Sector (2006). As noted above, this 57-
page document does contain two pages exhorting the importance of innovation
by VCOs. Its recommendations, however, are precisely the sort of ‘add-ons’
noted by Mulgan and Aubrey – an ‘Innovation Exchange’ and an ‘Innovation
Team’ within the Office of the Third Sector, for example, rather than initiatives
at the heart of public services procurement and delivery. When one reviews its
detailed guidance on commissioning and procurement (covering 13 pages), for
example, there is no mention of how to optimize the innovative activity of
VCOs by these processes.

If the reality of government practice in relation to the innovative capacity of
VCOs does not seem to match up to the public policy framework, this becomes
even more problematic at the local level. Here, the spending targets and assess-
ments of local government set by central government dominate – and no where
is innovative activity recognized in these. This was made quite explicit by both
the local authority and the VCO staff on the cross sectional case studies, as the
following excepts illustrate:

Everything is funding led of course. It is impossible to make a strategic
decision to take a certain direction, like to be innovative and then look for
money. You have to follow the money. It’s all targets. And innovation is
not one of them.

(CVS organiser in Southshire)

The role [of VCOs] has changed. I’d have given you a different answer in
the nineties. Now the ability of the statutory bodies in the Partnership to
fund innovation is reduced dramatically. This is because of changes in
government policy and funding streams. We no longer fund the sector to
innovate. And we are very unhappy to mainstream innovations as well.
We just don’t have the capacity to do this. So we say ‘why bother funding
a pilot scheme if we can’t afford to mainstream it?’ The capacity has
gone.

(Local authority representative in Southshire Local Strategic Partnership)
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Local Area Agreements? A good idea gone wrong. They are too top down
and lack reality at the sharp end. It’s all set by above to targets from above
(sic). Innovation doesn’t figure, I don’t think.

(District Authority Service manager in Southshire)

We do need the voluntary sector to innovate. Local government doesn’t have
the capacity. We are driven by statutory duties. But now so is the voluntary
sector through our commissioning. We need to re-create freedom to fail.
We’ve lost it. Risk management and minimisation dominates our commis-
sioning – and this destroys the freedom to fail and the capacity to innovate.

(Local Authority member of Siliton Local Strategic Partnership)

When I first came into the [voluntary] sector it was all innovation. You
couldn’t get money for anything else. Now the irony is its all changed.
Local government doesn’t want innovation anymore. You can develop a
service, yes. Especially if it helps you to meet a target. But innovation? Not
a chance – too risky and it doesn’t feature on the targets radar. Maybe it will
come around again – who knows?

(Manager of VCO in Siliton)

The strength of voluntary organizations is that they do things differently.
They innovate. But our contract specifications don’t encourage or reward
this. It’s lost. It is funding driven. We can only buy services now that fit our
specifications and targets – and innovation is not one of these.

(Midwell Social Services Department Service Manager)

Innovation is not a burning issue any more. The key issue for [local govern-
ment] is the transfer of public services – getting them off their books and
onto ours. Its transfer not transformation the government wants!

(Manager of local VCO in Midwell)

Conclusions

This chapter started by noting a shift in the balance of activity of VCOs involved
in providing social care services over 1994–2006. The predominance of inno-
vative activity has been replaced by a predominance of developmental activity.
Again it is important to emphasize that no normative differentiation is being
made between innovative and other modes of organizational activity. It is
important both that specialist (traditional) expertise is maintained as well as that
new approaches to social care delivery are developed and that these new
approaches are developed through both innovation and incremental develop-
ment. The key issues are twofold: first that innovation requires a specific
approach to organizational and change management that needs to be recognized
and, second, that a rhetoric of innovation should not be allowed to ‘crowd out’
other equally important forms of the organizational capacity of VCOs.
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This chapter has found little systematic evidence in the way of intrinsic
organizational characteristics to explain the changing innovative capacity of
VCOs over 1994–2006. Admittedly there are some changes: there is evidence of
increasing formalization within the innovative and developmental VCOs, and
that these organizations have experienced significant budgetary growth com-
pared to their traditional counterparts. There is no evidence of a direct relation-
ship between these changes and the mode of organizational activity – or whether
any mooted role might be a cause or consequence of this mode. The innovative
VCOs do maintain a more proactive strategic intent towards their environment
compared to their developmental and traditional counterparts. However by itself
this is insufficient to explain the pattern of organizational activity. To attempt
this, one needs to turn to the important changes in the institutional public policy
context that have been identified.

In 1994 this context privileged innovative activity above other types of activity.
This led VCOs both to focus more of their activity on innovative work and to
portray their other work as innovative, irrespective of its true nature, in order to
gain government funding. In 2006, this context has shifted to favour the develop-
ment and provision of specialist services that enable local authorities to meet their
own performance targets from central government. This has been reflected in the
changing balance of the income of VCOs from governmental sources – in 1994 this
was weighted predominantly towards innovative VCOs but in 2006 the balance has
swung towards the developmental and traditional VCOs. Underlying this shift in
context and activity have been three policy elements: a re-conceptualization of
innovation in public services as ‘continuous improvement’ rather than trans-
formation; a change in perception of the innovative capacity of VCOs to emphasize
the importance of the leadership of, and partnership with, government in producing
innovations in public services; and a re-orientation of government performance
targets for local public services that emphasize specialization and incremental
organizational/service development rather than the ‘discontinuity’ of innovation.

It could be argued that this is merely a correlation rather than a causal rela-
tionship and it must be admitted that the evidence is not conclusive. However
the case made is a strong one, with implications for theory and for evidence
based policy-making and managerial practice.

At the theoretical level, this emphasizes the need to understand the innovative
capacity of VCOs as a variable organizational capacity, with its key contingen-
cies in the institutional environment rather than an inherent element of these
organizations ‘per se’. This is a significant shift in our understanding of the con-
tribution of VCOs to public services provision.

At a service level, this has implications for policy makers and VCO managers
alike – in the UK and elsewhere. First, public policy-makers and managers need
to understand and take seriously the impact that that their policy decisions have
upon the structure and activity of VCOs. These organizations are not in a ‘steady
state’, with inherent capabilities to bring to public services provision. Public
policy makes as much difference to the activities of these organizations as it
does to public sector ones.
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Second, for VCO managers, it is important to emphasize that appropriate
innovation is an important activity for VCOs to undertake. Funding driven
innovation, though, risks skewing the vital role that they can play in the provi-
sion of public services – and undermines the, at least, equally important contri-
butions that they can make both by providing specialist services and by the
incremental improvement of such services. VCO managers thus have to achieve
a difficult balance. On the one hand, they need to be sensitive to the aspirations
and requirements of public policy and assess what, if any, contribution they can
make to this (and its impact upon them if they are so dependent upon such
funding for survival). On the other hand they need to be clear about their distinc-
tive contribution to public services, if they have one, and whether this involves
innovative, developmental or specialist services.

Finally, this chapter serves as a warning to VCO managers and staff not to
attach too great a significance to the sectoral rhetoric of innovative capacity. In
the past it was too easy a rhetoric to adopt in order to establish hegemony over
public sector organizations. Yet such rhetoric both is prone to obsolescence and
is liable to undermine other equally important capacities that VCOs may possess
– such as specialist expertise. The research upon which this paper is based
serves as a warning against such easy sophistry.

Notes

1 The research upon which this paper is based was funded by the Economic and Social
Research Council (ESRC) in the UK. Responsibility for the views presented in this
paper, however, lie with the authors alone.

2 The names ‘Midwell’, ‘Siliton’, ‘Bellebury’ and ‘Southshire’ are pseudonyms to
ensure the anonymity of the organizations and agencies involved in this study.

3 As measured both by the eigenvalue of the function and by Wilkes Lambda.
4 A total of 73.8 per cent of those VCOs citing government funding as their most sub-

stantial income stream were engaged in innovative activity.
5 These archetypes are described in more detail in Osborne (1998a) pp. 126–127.
6 See Table 9.1 for the exact percentages.
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Part V

Co-production





10 Co-production, the third sector
and functional representation in
Sweden

Victor Pestoff

Pestoff (2006a) argues that the Swedish welfare state faces three major demo-
cratic challenges at the beginning of the twenty-first century that are crucial for
its sustainability. The public sector in Sweden suffers from an abysmal work
environment due to drastic cutbacks in public finances in the 1990s that also led
to deteriorating quality of public services; declining citizen participation in most
walks of political life; and permanent austerity in terms of funding welfare ser-
vices. In order to reverse the situation Sweden must resolve these three inter-
related challenges by:

1 improving the service quality and enriching the work environment of those
providing welfare services;

2 increasing possibilities for citizen participation in and allowing them more
control of the services that they demand and pay for through taxes and user
fees;

3 finding new ways to provide public financed universal welfare services
without major increases in taxes or user fees.

Unless all three of these challenges are faced and dealt with in a coherent
fashion the universal, tax-financed welfare state as we have known it in Scandi-
navia faces a bleak future.

The common currency of the three democratic challenges is power and influ-
ence. They reflect the lack of power and influence of ordinary citizens over some
of the most important issues in their daily lives. First is the power of employees
to improve the quality of their work life and the welfare services they provide to
the public. Second is the power of service users to actively contribute to improv-
ing welfare services for themselves and their loved ones. Third is the power of
taxpayers to influence the development of the welfare state and to contribute
directly to its sustainability in ways other than paying higher taxes or more user
fees. The Swedish constitution states that all power comes from the people.
Perhaps it should be amended to include that some power should now be
returned to them.

This chapter focuses on the role of citizens and the third sector in the provi-
sion and governance of social services in Sweden. It begins by noting some of
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the unique characteristics of the universal welfare state in Sweden and intro-
duces the concept of co-production. It goes on to discuss citizen participation
and user influence in the provision and governance of social services of the
twenty-first century. Developments in Denmark suggest new ways for promot-
ing partnerships between users and producers in Scandinavia. It then discusses
what, if any, is the relationship between citizen participation in the provision of
social services and in their governance? This chapter argues that both state and
market provision of social services tend to marginalize the role of citizens as co-
producers of such services. Greater citizen participation can either be individual
or collective.

A comparison of parents’ participation in childcare services in eight EU
countries provide the basis for concluding that only when the third sector is
included can citizens become involved in democratic processes of governing
social services at the micro-level. However, this may not be sufficient to guaran-
tee the involvement of citizens in the governance of social services, at the meso-
level. Third sector providers of childcare were included in local governing
bodies in France and Germany, but not Sweden. Welfare regimes and govern-
ment policy can facilitate greater citizen participation and a greater role for the
third sector both in the provision and governance of social services. Changes in
government usually result in either promoting more state or more market solu-
tions, but continue to ignore co-production, citizen participation and the third
sector as a provider of welfare services. Only when moving beyond simple
black/white alternatives of more state or more market will there be room for
greater citizen participation, third sector provision of social services and greater
welfare pluralism in Sweden.

Greater citizen participation and third sector provision of social services in
Sweden provided the focus of Beyond the Market and State (Pestoff, 1998).
Here the concept civil democracy was introduced as:

citizen empowerment through cooperative self-management of personal
social services, where the citizens become members in social enterprises,
where they participate directly in the production of the local services they
demand, as users and producers of such services, and where they therefore
become co-producers of these services.

(ibid., p. 25)

The Swedish welfare state has several unique characteristics that it often
shares with its Nordic neighbors. Taken together they comprise a separate
welfare model or welfare regime known as the Scandinavian welfare model or
social democratic welfare regime (Esping-Andersen, 1996). Among the unique
characteristics of such welfare regimes we can note the following: it is universal
and provides high quality social services; it has a large tax-financed public
sector, with mainly public provision of social services; it is a unitary system
based on centrally decided and locally provided, but highly standardized social
services; for historical reasons it is closely associated with the dominance of the
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Social Democratic Party that ruled Sweden for most of the twentieth century,
but was recently replaced by a non-socialist majority in 2006. Citizens and third
sector only play a marginal role in the delivery of social services, but this role
varies between service sectors and changes with time. Citizens may volunteer to
provide some fringe activities, but seldom are involved in producing core ser-
vices. Childcare, charter schools and handicap care are, however, exceptions to
this in Sweden.

Co-production

Co-production or citizen involvement in the provision of public services gener-
ated a flurry of interest among public administration scholars in the US in the
1970s and the 1980s (see Parks et al. 1981 and 1999, for a good overview). The
concept was originally developed by the Workshop in Political Theory and
Policy Analysis at Indiana University. During the 1970s they struggled with the
dominant theories of urban governance underlying policy recommendations of
massive centralization. Scholars and public officials argued that citizens as
clients would receive more effective and efficient services delivered by profes-
sional staff employed by a large bureaucratic agency. But, they found no empiri-
cal support for claims promoting centralization (Ostrom, 1999, p. 358).

However, they stumbled on several myths of public production. One was the
notion of a single producer being responsible for urban services within each
jurisdiction. In fact, they normally found several agencies, as well as private
firms, producing services. More important, they also realized that the production
of a service, in contrast to goods, was difficult without the active participation of
those receiving the service. They developed the term co-production to describe
the potential relationship that could exist between the “regular” producer (street-
level police officers, schoolteachers, or health workers) and “clients” who want
to be transformed by the service into safer, better-educated or healthier persons.

In complex societies there is a division of labor and most persons are engaged
in full-time production of goods and services as regular producers. However,
individual consumers or groups of consumers may also contribute to the produc-
tion of goods and services, as consumer-producers. This mixing may occur
directly or indirectly. Co-production is, therefore, noted by the mix of activities
that both public service agents and citizens contribute to the provision of public
services. The former are involved as professionals or “regular producers,” while
“citizen production” is based on voluntary efforts of individuals or groups to
enhance the quality and/or quantity of services they receive (Parks et al., 1981
and 1999; Ostrom, 1999). Co-production is one way that a synergy can occur
between what a government does and what citizens do (ibid.).

Co-production differs notably from the traditional model of public service pro-
duction in which public officials are exclusively charged with responsibility for
designing and providing services to citizens, who in turn only demand, consume
and evaluate them. The dominant model of public service production was based
on two distinct spheres: one of regular (public) producers and a second sphere of
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goods and service consuming clients or citizens, interest groups, etc. Feedback
between these spheres can be problematic. By contrast, the co-production model is
based on the assumption of an active, participative populace of consumer produc-
ers. When the two spheres overlap to a greater or lesser degree the feedback
between them becomes an internal process. This lowers information costs for both
the producers and consumers of such services. It may also help to lower other
transaction costs. Service delivery becomes a joint venture involving both citizens
and government agents. Thus, co-production implies citizen participation in the
execution or implementation of public policies.

Co-production is often seen as an approach to the enhancement of municipal
productivity and it can lead to cost reductions, higher service quality and expanded
opportunities for citizens to participate in decisions concerning public services.
The latter can result in greater satisfaction with and support for public services.
Thus, co-production becomes an important means of enhancing both the quality
and quantity of public services. However, savings to the public budget from co-
production are constrained by the amount of substitution that can effectively be
undertaken between citizens and service agents or public employees. Citizens nor-
mally lack the training and experience to perform services requiring specialized
training. Moreover, substituting paid personnel with voluntary efforts means that
some of the costs are transferred to the co-producers themselves. These costs are
not eliminated, merely shifted to the citizens.

However, citizens may consider the net benefits of their voluntary efforts in
terms of fellowship, self-esteem or other intangible benefits stemming from them
and/or better service quality. The interface between the government and volun-
tary sectors is important since voluntary action always takes place in a political
context. The individual cost/benefit analysis and the decision to cooperate with
voluntary efforts are conditioned by the structure of political institutions. Central-
ized service delivery tends to make articulation of demands more costly for cit-
izens and to inhibit governmental responsiveness, while citizen participation
seems to fare better in decentralized service delivery (Ostrom, 1975).

While co-production initially attracted a lot of attention in the US in the 1970s
and 1980s, since then involving people and groups outside the government in
producing public services has received more sporadic interest. Alford (2002)
argued that in addition to the basic exchange where services are exchanged for
money, there is also an exchange of the client’s time and efforts for heightening
the value the client perceives in certain situations. He noted that material rewards
and sanctions are ineffective in eliciting the requisite client contributions of time
and effort in all but the most simple of tasks. Rather, many clients are motivated
by more complex non-material incentives, such as intrinsic rewards or by social,
solidarity and expressive values. These different motivators elicit co-production
in different contextual circumstances. The more public the value consumed by
clients, the more complex the motivations for them to co-produce. He concludes
that: “eliciting co-production is a matter of heightening the value that clients
receive from the services by making more explicit their non-material aspects
through intrinsic rewards, solidarity incentives or normative appeal.” (ibid.).
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In Sweden the idea of enhancing the role of citizens in providing welfare ser-
vices seldom gains attention from scholars and politicians; except perhaps in terms
of promoting more volunteering. However, citizens currently contribute much of
their time and effort to the production of welfare services, both as parents in rela-
tion to childcare or youth sports activities and sports clubs, as well as relatives in
terms of eldercare and handicap care. They directly contribute to the realization of
the final value of good quality childcare, healthful youth sports activities, and/or
good quality eldercare and handicap care, although such services are primarily
financed by taxes. A report to the Swedish parliamentary committee, Ansvarskom-
mittén, called for a greater role for citizen participation and direct democracy in
continued reforms of the Swedish welfare state (Häggroth, 2005). In order to come
to grips with the growing democracy deficit and to renew the legitimacy of the
welfare state, the report concluded that citizens should play a greater role in the
delivery of welfare services. Co-production has been employed in Sweden to refer
to the growing involvement of citizens in the production of their own welfare ser-
vices, where parent participation in providing childcare comprises the main empiri-
cal example (Pestoff, 1998; 2006a, 2006b; Vamstad, 2004a, 2004b).

In the UK, co-production has been used to analyze the role of voluntary and
community organizations (VCOs) in the provision of public services (Osborne
and McLaughlin, 2004). Here it is contrasted with co-management or
coordination, and co-governance. However, co-production in the UK context
implies a more restricted service delivery role for VCOs in the provision of
community services, i.e., simply that of a service agent or provider, with or
without member involvement; while co-management refers to a broader role for
VCOs in local service management. Co-governance refers to the role of VCOs
in policy formulation and community governance, as illustrated by the Volun-
tary Sector Compact(s), at both the national and local levels. They are expressed
as Local Strategic Partnerships to promote local area regeneration (ibid.). Co-
production was recently the focus of a special thematic issue of Public Manage-
ment Review (No. 8/4, 2006).

Citizen participation, user influence and its critics

Evers (2006) maintains that there are at least five different approaches to user
involvement in welfare services in Europe. They are partially overlapping and
partially conflicting. They range from welfarism and professionalism, through
consumerism and managerialism to what he calls participationalism. They are
based on different values and promote different degrees of user involvement. He
states that these approaches will vary among sectors and over time. Their mix
will probably differ among countries. They regard service users either as:

1 citizens with entitlements;
2 consumers to be empowered or protected;
3 co-producers who have active civic roles in their communities, in coopera-

tion with authorities, service managers and professionals.
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Welfarism and professionalism are closely associated with each other and
neither leaves much room for user involvement. Rather clients are viewed as
people with little competence of their own. Consumerism and managerialism
call for giving users greater choice through more exit options and argue that the
public sector needs to learn from the private sector (ibid.). However, they do not
facilitate voice.

Participationalism (ibid.) encourages on-site participation by users of welfare
services, based on the belief that citizens should engage personally in shaping
the welfare services they demand. It emphasizes multi-stakeholder organizations
and demands that users become co-producers. This concept is close to the defini-
tion of civil democracy presented earlier. Evers warns that at the level of service
provision a mix of these approaches may result in “hybrid” organizations con-
taining elements from many of them. However, some may work better together
than others and they may, in fact, lead to “mixed up” or disorganized systems
where user involvement works badly (2006).

Dahlberg and Vedung (2001) note a growing engagement among the clients
or consumers of some public services in Sweden. They argue that representative
democracy needs to be complemented, when possible, by other forms of demo-
cracy. First and foremost, direct democracy and deliberative democracy are suit-
able complements to representative democracy. The expansion of the welfare
state also meant that the development of new channels of influence became
necessary. Citizens are the users of public services like healthcare, education,
social care, culture, etc. It is therefore noteworthy that individuals should have
access to such services without being able to directly influence their own situ-
ation or the quality or composition of the service consumed. They give six main
reasons for promoting greater consumer participation in public services:

1 it provides greater training in the role as citizens;
2 it permits them to express their feelings through discussion and interaction

with others;
3 it increases legitimacy of public sector services;
4 it results in greater effectiveness of service;
5 it promotes an equalization of power by giving ordinary citizens a more

active role;
6 it facilitates the adaptation of services to the needs of the consumers (ibid.,

pp. 43, 72, italics in the original).

Moreover, political science normally focuses on the input side of the political
system (Easton, 1996). We ask how non-governmental organizations (hereafter
NGOs) influence decisions; but we say little or nothing about how NGOs influ-
ence the outcomes or the output side of the equation, nor how they could if they
tried. Yet, it is on the output side of the equation that the state expanded dramat-
ically during the past 50 years. This expansion is seen both in terms of the types
and amount of services provided today that were unthinkable 50 years ago and
the number of civil servants providing them. How and where do citizens and the
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third sector fit into this new equation? What new democratic rights have citizens
gained in recent years to help them influence, and at times even protect them-
selves from, the expanding welfare state bureaucracy and growing number of
civil servants? Thus, it is on the output side that we must develop a new under-
standing of the role of citizens as co-producers of welfare services and the
potential of the third sector for democratizing the welfare state.

The politics of user participation in the provision of social services helps to
shift attention from the input to output side of the political system. In the public
sector in general and at the municipal level in particular citizens became viewed
as “users” or consumers in the 1980s. This led to discussions about “user demo-
cracy,” where users participate in and exercise influence on the production of
services. However, user democracy refers to “voice” or consumer participation
in the production of services, but “freedom of choice” is more a matter of “exit”
or voting with your feet (Montin and Elander, 1995). While the latter may be a
necessary condition, it is not considered sufficient for insuring greater consumer
influence.

Montin (2000) notes that the local popular government model of representat-
ive democracy is now challenged by three competing perspectives in Sweden:
communitarianism, functionalism and governance. Communitarianism refers to
traditional ideas that local government is a territorial community with citizens as
responsible members. Functionalism refers to an ideology that local government
is mainly a service provider and emphasizes the use of more market models as
seen in New Public Management. Citizens are first and foremost consumers or
users of services and efficiency constitutes the basis of legitimacy. This is also
referred to as “service democracy” (ibid., p. 7). Governance falls somewhere in
between the other two. It focuses on how to deal with a situation where politics
are defined and implemented within different networks and partnerships, rather
than hierarchies or markets. No single actor, public or private, has the know-
ledge, resources or authority necessary to tackle social problems unilaterally.
Hence, several relevant actors are normally involved in governance. Today,
local governments are facing a legitimacy crisis which opens up for various
renewal programs and projects, and experiments with developing models that
complement liberal representative democracy (ibid., p. 22).

Critics of greater citizen participation in the production of municipal ser-
vices refer to three ideal types or models of influence (Klasson, 2000). They
are the citizen participation model, the user influence model and the consumer
adjustment model. Klasson assumes that citizens are unlikely to take the
general interest into account in the citizen participation model, rather, he
argues, they will primarily act in their own self-interest or group interest
(ibid., pp. 44–45). They are normally organized according to sectors for pro-
viding the public services, like childcare, eldercare, etc. While users may gain
influence in a particular sector, this can come into conflict with the territorial
principles on which citizens are organized, i.e. residence. Also non-users are
excluded from this model. Moreover, political authority is gained from
competitive elections, while increased citizen participation, user influence and



166 V. Pestoff

consumer adjustment can all be seen as a fragmentation of political authority
and accountability (ibid., p. 48).

However, it should be kept in mind that when party politics first began to
develop in the early 1900s at the local level in Sweden the very word party was
synonymous with particularism and considered an unnatural division within the
local community. It was also argued that parties failed to take the common good
into account or to see the whole picture (Aronsson, 2001, p. 41). This is, of
course, a far cry from today, where few could imagine holding elections or con-
vening representative institutions without political parties. Moreover, contrast-
ing the interests of the users of public services with those of representative
democracy ignores the disenfranchisement of some public service users due to a
growing representation gap in modern society, stemming in part from greater
geographical mobility of daily life. This mobility results in some citizens resid-
ing in one territory or a “sleeping town,” where they can vote and influence
political decisions, while they spend much of their daily life and time in adjacent
territories, where they work and receive many services. However, they lack
influence on political decisions and the services provided there. Nor do they
necessarily contribute directly to the financing of such services, as their taxes
remain in their home municipality, although they commute on a daily basis and
use the services where they spend most of the day. The main reasons for com-
muting are, of course, the lack of work and/or of local service, like schools,
medical facilities, care services, etc., where they reside. Their daily commuting
can take them across both municipal and county lines two or more times almost
every day (Wiklund, 2004).

Moreover, democracy is not only a matter of electing representatives or
majority decisions. In Associative Democracy Hirst (1994) presented a model
for developing two-way communications between the governors and governed
in order to extend the meaning and substance of democracy. He noted that elec-
tions and referenda are relatively infrequent and only decide certain salient
issues, whereas governance is a continuous process. Not all of its decisions can
be subject to majority approval within a given territory. Thus, he proposed large-
scale institutional reforms which devolve as many of the functions of the state as
possible to civil society, while retaining public funding, in order to restore
limited government. The aim would be to separate service provision from super-
vision at all principal levels of government within a nation state. This would
both simplify the role of representative institutions and make them watchdogs of
public interests. Service provision would be devolved to self-governing associ-
ations whenever possible. Members would elect to join such service providers
and the associations would receive public funds proportionate to their member-
ship for providing a specific public service like education or healthcare.
Members would then enjoy the option of both exit and voice (Hirst, 2002, pp.
28–29). In this fashion associative self-governance would supplement and
extend representative government, not replace it (ibid., p. 30).

Whether users take the general interest into account remains an empirical
question, and few scholars have attempted to study it empirically. Some
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evidence on this question is, however, found in a study of municipal and county
boards for user influence (Jarl, 2001). Jarl’s questionnaire to all Swedish munici-
palities and counties had a response rate of 82 percent. Of these, 90 percent
employ some organized form(s) for user influence in one or more of the seven
areas she surveyed for formal user influence (ibid.). Moreover, seven of ten
municipalities claim to promote user influence in four or more of the seven areas
studied (ibid., see Table 2 on p. 84 for details). They were: childcare services,
elementary and high school education, cultural and leisure activities, eldercare,
handicap care, and individual and family services. It was most common to find
institutions for user influence in elementary education and childcare services,
followed by eldercare and handicap care, then cultural and leisure activities and
high school education (ibid., p. 27). The area of individual and family care
allowed for the least user influence.

Various forms for user influence were employed by the municipalities. User
influence was most often promoted through institutional councils of local users
at the site of service provision or through municipal-wide councils of all users of
a particular service; while self-administrative bodies were found occasionally.
Although user co-ops technically fell outside the scope of her study, they were
mentioned occasionally. However, different types of user influence were found
in different policy areas, and influence at the meso- or municipal-wide level was
greatest for eldercare and handicap care; while self-administrative bodies at the
micro-level or site of production were found in elementary education in 42
percent of the municipalities and parent co-op childcare services were found in
54 percent of the municipalities (ibid., see Table 3 on p. 87 for more details).
However, Jarl questions whether the most common forms of user influence
permit any real influence. The dominant forms are user councils at the institu-
tional level, followed by the same at the municipal level, which allow relatively
little room for real user influence. Moreover, municipalities often took the initi-
ative in starting such user councils and users were primarily invited to particip-
ate in discussions and consultations, without any decision-making powers or an
independent budget (ibid., p. 39). Only parent co-op childcare services were
based on user initiatives, allowed for user participation in decision-making and
had independent budgets (ibid.).

In summary, the Swedish municipalities and counties’ experience of organ-
ized user influence was generally positive. The most common form of user influ-
ence was some type of consultative council, where various issues were
discussed, but no decisions were reached. Fears that increased user influence
could pose problems for representative democracy found little support in this
report. More than four-fifths of the municipalities did not see any serious con-
sequences of user councils for equality between citizens (ibid., see Table 13 on
p. 173 for more details). Nor did the municipalities’ experience show that there
were any serious infringements or conflicts between promoting greater user
influence and representative democracy. On the contrary, most municipalities
felt that the creation of user councils had provided them with useful insights into
their own activities (ibid., p. 31). Jarl states that a dialogue between the politi-
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cians and users is of great importance to avoid conflicts. The report concludes
that Swedish municipalities seem concerned about how to improve user influ-
ence in municipal services, and some wanted to expand such opportunities. But,
most municipalities seemed content with initiating user councils at the site of
production for different types of services. At the same time there was little inter-
est to give user councils real influence (ibid., p. 95).

Montin (2006) compared information on political attitudes from a limited
local study of 200-plus inhabitants in Västerås municipality and 860 inhabitants
in Tillberga township. Social services were provided by service cooperatives in
Tillberga. His study showed that active members in childcare co-ops and elder-
care co-ops in Tillberga who experienced influence as users of welfare services
also tended to be more “active citizens” than others. This was particularly
evident in terms of attitudes related to trust in local politicians, interest in local
politics, interest in taking responsibility for local affairs, trying to influence
municipal politics and political efficacy. This limited local study also shows that
user participation in the provision of social services can promote a willingness to
become involved in local politics and greater political efficacy among active
users, rather than greater particularism and group egoism suggested by critics of
user participation. This, in turn, suggests the existence of a cumulative effect of
user participation. It can function as the door-opener for greater political partici-
pation or first step on the ladder of participation and influence. Thus, user partic-
ipation in the provision of welfare services can be equated to a school of
democracy.

In a service democracy citizens are the passive consumers of publicly
financed social services that are either provided by municipal authorities, private
companies, or perhaps both. They vote every fourth year and in the meantime
they choose between various service providers, public or private. By contrast, in
a participative democracy citizens are active in the provision of their own social
services, in the development of the welfare state and the renewal of democracy.
By including citizens and the third sector in the provision of welfare services the
dialogue between the rulers and ruled takes on a new dimension and citizens can
choose between more than the two alternatives of more state or more market.

User participation in Denmark

Although Sweden and Denmark are both universal welfare states, a different
pattern of citizen participation and user influence is noted in Denmark. Sörensen
(1999) discusses users as political actors and underlines the importance of devel-
oping new institutions to involve users as political actors, yet complement
representative democracy at the same time. She notes the development of three
main models in Denmark during the 1990s. They involve:

1 greater freedom of choice;
2 user boards in public institutions;
3 municipal user councils.
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Freedom of choice developed in health and education sectors where citizens
could choose between family doctors and hospitals as well as between schools.
User boards, on the other hand, permitted parents to elect a majority of members
to a school board, together with representatives from the children and teachers.
Municipal user councils were introduced in 1997, as a central body for govern-
ing services to elder persons. They have no formal decision-making rights, but
the right to be heard on matters concerning living conditions for elderly persons.
Missing in the Danish experience, however, is a model for citizens to co-
produce their own services, as witnessed by the rapid development of alternative
childcare services in Sweden in the 1980s and 1990s (Pestoff, 1998).

Sörensen refers to Danish politics of today like a play, where the politicians
are the actors and citizens are spectators (1999, p. 17). Engaging users can help
to make politics concrete again for citizens, rather than something remote and
abstract. However, greater user influence poses some democratic problems.
Sörensen (1998) notes that while there is general agreement that increasing user
influence is an important means of empowering citizens in relation to public
authorities, there is some doubt whether it is a democratic form of empower-
ment. For example, providing citizens with more freedom of choice does not
always imply more democracy, but only more market power in the market-like
reforms of the public sector in the 1990s.

In Denmark some authors stress the contribution of greater user influence in
developing a more participatory democracy than is possible through traditional
representative institutions. However, opponents argue that greater user influence
both promotes a particularistic perspective on policy-making at the costs of a
universalistic perspective and that it undermines the institutional borderline
between collective rule and individuality so important to liberal democracy
(ibid., p. 129). Danish experience is therefore of special importance, since
Denmark has undergone three waves of decentralization involving greater user
control over the services produced. The first concerned decentralizing a number
of tasks from the central government to the municipalities in the 1970s, known
as Kommunereformen/Municipal Reform. This mainly involved some areas of
social policy and the primary education system. The second wave of decentral-
ization came in the 1980s and involved moving tasks from municipalities to a
wide-range of self-governing public institutions. This included preschool,
primary schools, housing for the elderly, libraries, etc. They are now run by user
boards that are elected by all users of the service or institution. The third wave
of decentralization, beginning in the late 1980s, involved increasing cooperation
between the state/municipality and civil society organizations, mostly in the
social service sector (Sörensen, 1998, p. 129).

Both the second and third wave of decentralization in Denmark changed
traditional institutions of liberal democracy in at least three ways. First, it added
a new level of influence; second, it introduced a functional rather than territorial
basis of representative democracy; and third, it introduced a new form of
empowerment. This implies both more freedom of choice between service pro-
ducers, or more exit and more voice for elected user representatives on the self-
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governing boards. Moreover, the third wave of decentralization introduces
public spending by private or third sector organizations, which limits public
control (ibid., p. 130).

The disagreement over the particular vs. the universal in terms of greater user
influence is also related to the distinction between territorial and functional
forms of democratic empowerment. The territorial form of democratic empow-
erment has clear strengths. Channels of influence are equally distributed to all
citizens through principles of “one member/one vote.” This form of empower-
ment serves to ensure an equal distribution of influence and enhance a holistic
perspective on territorial governance; but, it nevertheless faces at least two
important problems. First, it institutionalizes a low level of participation by
ordinary citizens due to the central role of elections and representation as the
main means of democratic empowerment. Second, it turns the political into
something very abstract, remote and distant, having to do with principles and
ideology, etc., but lacking immediate relevance for the everyday life problems of
most citizens (ibid.).

Sörensen also discussed the need to create the right balance between territor-
ial and functional democracy in the Danish primary school system. She analyzed
this in terms of achieving an optimal balance between exit and voice. Providing
parents with increased voice would facilitate the employment of their resources
to improve the quality of schools. Yet, maintaining a limited exit option would
provide them with a safety valve if the situation became intolerable (ibid., p.
132). One way would be to institutionalize the balance between exit and voice as
forms of democratic empowerment in all areas of social life. This would allow
for both user exit and voice within the public sector itself.

She concludes that if functional forms of empowerment were to become
democratic then all members of functional units and all functional units within a
given territory should have access to the same channels of empowerment. It is
also necessary that functional politics be institutionalized in such a way that
tight bonds are created between functional and territorial units of societal gover-
nance, or between user boards and municipal councils (ibid., p. 141). Danish
primary schools comprise a two level system of governance. At the school or
institutional level functional forms of empowerment dominate, while territorial
forms of empowerment govern at the municipal level. It becomes a problem of
achieving the right balance and institutional bonds between these two forms of
democracy (ibid., p. 142).

The relationship between providing and governing social
services

The concept of governance gained extensive attention recently, becoming a buzz
word in the social sciences. It is used in a wide array of contexts with widely
divergent meanings. Van Kersbergen and van Waarden (2004) identify nine dif-
ferent definitions of the concept; while Hirst (2002) attributes it five different
meanings or contexts. They include economic development, international
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institutions and regimes, corporate governance, privatized provision of public
services in the wake of New Public Management and new practices of
coordinating activities through networks, partnerships and deliberative forum
(ibid., pp. 18–19). This chapter focuses mainly on the latter context. He argued
that the main reason for promoting greater governance is the growth of “organi-
zational society.” Big organizations on either side of the public/private divide in
advanced post-industrial societies leave little room for democracy or citizen
influence. This is due to the lack of local control and democratic processes for
internal decision-making in most big organizations. The concept of governance
points to the need to rethink democracy and find new methods of control and
regulation, ones that do not rely on the state or public sector having a monopoly
of such practices (ibid., p. 21). Accordingly, he defines governance as “a means
by which an activity or ensemble of activities is controlled or directed, such that
it delivers an acceptable range of outcomes according to some established social
standards” (ibid., p. 24).

We asked at the outset of this chapter what, if any, was the relationship
between greater citizen participation in the production of social services and in
their governance? Is it possible for citizens to participate in the one without par-
ticipating in the other? A comparative European project, the TSFEPS Project,1 in
eight EU countries on family policy and childcare, permitted us to examine the
relationship between parent participation in the provision and governance of
childcare (Pestoff et al., 2004; Pestoff, 2006b). We found different levels of
parent participation in different forms of provision, i.e., public, private for-profit
and third sector childcare. The highest levels of parent participation were found
in third sector providers like parent associations in France, parent initiatives in
Germany, and parent cooperatives in Sweden.

We also noted different kinds or dimensions of participation, i.e., economic,
political and social. All three kinds of participation were readily evident in third
sector providers of childcare services, while economic and political participation
were mostly absent in municipal and private for-profit services included in this
study. Moreover, we observed differences in the patterns of participation
between countries. Parents participated actively in the provision of third sector
childcare services in France, Germany and Sweden, and in their governance in
the first two countries, but not in the latter one.

Thus, we concluded that neither the state nor market allow for more than
marginal or ad hoc participation by parents in the childcare services. For
example, parents may be welcome to make spontaneous suggestions when
leaving or picking up their child from a municipal or for-profit childcare facility.
They may also be welcome to contribute time and effort to a social event like
the annual Christmas party or Spring party at the end of the year. They could
bake a cake, prepare a dish or even help in cleaning afterwards. Also discussion
groups or “Influence Councils” can be found at some municipal childcare facili-
ties in Sweden, but they provide parents with very limited influence. Parent rep-
resentatives meet with the staff three or four times per year, exchange
information, but make no decisions and have no budget. More substantial and
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institutional participation in economic or political terms of providing such ser-
vices can only be achieved when parents organize themselves collectively to
obtain better quality or different kinds of childcare services than either the state
or market can provide. Thus, only through collective action and the third sector
can citizen participation and co-production take on an economic and/or political
dimension at the site of service production.

Although there was a high degree of co-production in Sweden, we found no
evidence of parent participation in the governance of local childcare services.
We wanted to understand why the new entrants to the field failed to gain any
influence on or access to the local governance of childcare. The period from the
1970s to the 1990s saw the entry of many new interests in this quickly changing
and rapidly expanding field of service provision. How was it possible to main-
tain a monopoly of political influence shared exclusively by the municipalities
and trade unions? Is this perhaps a classical example of collusion between the
welfarist and professionalist approaches to user influence discussed by Evers
(2006)? It would seem logical for the new entrants like parent or worker co-ops
and other types of third sector providers to attempt to gain influence on the
development and expansion of this new field.

However, their mere presence, without any representation in policy circles
was certainly not enough to provide them with influence. So, Sweden presents a
dilemma in terms of citizen participation in governing the field of publicly
financed childcare for preschool children. Sweden is the only country in the
TSFEPS Project with extensive parent-managed childcare services that com-
pletely lacks institutional structures at the municipal level for the representation
of third sector providers in the local governance of the field. A consultative body
did exist in Stockholm for a few years in order to promote discussions between
third sector providers and municipal administrators. But it provided no
opportunity for the third sector providers to meet other types of providers on a
regular basis or for them to develop common viewpoints on important issues of
common interest. By contrast, city-wide structures open to third sector providers
of local childcare services were found both in France and Germany, where many
third sector providers of childcare services also exist, alongside municipal
providers.

Given the long tradition of administrative corporatism in Sweden, in particu-
lar during long periods of social democratic dominance, it is difficult to under-
stand why the new providers of important welfare services like childcare, that
affect the interests of so many economic, political and social groups, were not
able to gain access to important political arenas at the municipal or national
level(s) where childcare policies were developed and implemented. It was a cor-
nerstone of Swedish corporatism, until the mid-1990s, to include both the unions
and employers in governing labor market policy. Representatives from both the
trade unions for blue and white-collar workers and academicians, like LO, TCO
and SACO, as well as employer organizations, like SAF, sat for decades on the
governing bodies of various labor market agencies, both at the national and
regional levels (Pestoff, 2003).
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A similar pattern of corporatist representation developed in the area of con-
sumer policy, but there were no natural representatives for consumers, as con-
sumers are notoriously difficult to organize. So the consumer co-ops and trade
unions were actively co-opted by the social democratic government to assume
the role of consumer representatives on various public consumer bodies; thereby
becoming a countervailing power to well-organized business and commercial
interests. This was achieved in part by recruiting high-ranking trade union
leaders to serve as the General Director of various national consumer agencies in
the 1950s and 1960s and in part by having balanced governing boards in the
1970s and 1980s with an equal number of consumer and industry representatives
(Pestoff, 1984, 1989).

Why then did a similar pattern of corporatist representation not develop in
childcare, one that could help integrate the newcomers providing third sector
childcare services? No simple or clear answer is available, but a few might be
suggested. First, perhaps in the social and family policy spheres, introducing
ideas of corporatist representation and countervailing forces appeared farfetched.
The need for promoting the representation of the weaker party was not seen as
crucial for achieving the policy goals, as these very individuals were already the
subjects or focus of such policies. Second, childcare is provided at the municipal
level, not directly by the state. Administrative corporatism was not as prevalent
at the municipal level as the central level (Nyhlén, 2007).

Third, since the municipalities were the principal providers of publicly
funded childcare services, there was no need to encourage the inclusion of third
sector providers in policy-making at the municipal level. The municipalities,
after all, represent all citizens or inhabitants in a given geographical area, not
just a single group or class of citizens, as was the case with labor market or con-
sumer policy, where two opposing groups or classes were readily identified.
Fourth, existing municipal actors may perceive new actors as a threat, both in
economic and political terms. The staff of municipal childcare providers may
feel threatened in terms of their jobs and financial security; while the politicians
and administrators responsible for governing and supervising the municipal
childcare service systems may fear the loss of political influence if new actors
were recognized and included in local forums of policy deliberation. This
corresponds to the welfarist and professionalist approaches to user influence.

Fifth, some municipal and even national actors fail to see any difference
between the small social enterprises made up of staff or parents and the large
private for-profit corporations operating in several different municipalities. “If
you accept one of them then you must accept them all,” seems to be their rea-
soning. Thus, including or legitimizing parent and staff cooperative childcare
may serve to breach the outer walls of opposition to private for-profit services.
Sixth, Swedish competition law lends some credence to such an interpretation.
An organization’s social values cannot provide the basis for choosing between
providers, only the lowest bid counts. So, political and ideological reasons may
weigh heavily in opposing the inclusion of third sector providers. Finally,
Sweden’s tradition of a unitary rather than a federal pattern of government also
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leave less room for variation with institutions of local representation in new
areas, where new actors emerge, as witnessed by the exclusion of third sector
providers of childcare (Vamstad, 2004a and 2004b).

One final reason for the lack of representation and influence by third sector
childcare service providers at either meso- or macro-levels in Sweden is the lack
of an infrastructure to promote coordination among third sector service
providers themselves or between them and public providers of such services.
Childcare delivery is provided by small, independent third sector organizations,
parent and worker co-ops or voluntary organizations, which do not belong to an
intermediary organization designed to promote their common interests within
the public system for service provision, nor in any given service sector. Not only
is the public system of childcare delivery closed to them, but also their own
intermediary organizations are very specific, to the extent that they belong to
any. Some third sector childcare providers do belong to the regional cooperative
development agencies, now called Koompanion. However, the latter focus
mainly on promoting the establishment of new cooperatives in their respective
regions, not on promoting the interest of third sector providers in any given
service sector. So, they lack the necessary infrastructure both for articulating and
coordinating their interests as a specific group of service providers. Moreover,
there are no public institutions for involving third sector providers in policy
development or system governance; particularly not at the sectoral level.
However, the mere existence of such public institutions would promote greater
collective action by third sector providers of childcare.

Prentice (2006) discusses the negative impact of the lack of formal mechan-
isms to integrate third sector providers into policy development or service
coordination for the overall development, or lack thereof, of childcare policy in
Canada. Despite profound reliance on the third sector to provide childcare ser-
vices it remains a system of mainly individual, stand-alone facilities, governed
directly by the users (ibid., p. 19). By contrast, Japan has witnessed, in recent
years, the development of local third sector intermediary organizations, often
with the help of local governments, in order to promote a more active role for
the third sector in the co-governance of important social services (Tsuskamoto
and Nishimura, 2006). It would, therefore, appear logical to explore new ways to
include third sector providers of childcare services in order to accommodate
them in the management and governance of childcare services in Sweden. In
addition to public support for establishing intermediary organizations to promote
the third sector and the development of models of functional representation
might provide a way forward (Pestoff, 2006c).

Sub-municipal politics and functional representation

In modern parliamentary democracies in Scandinavia, with a unitary system,
there are usually three levels of decision-making and administration, i.e., the
central, county and municipal levels. Each level has its own sources of income
and taxation powers in Scandinavia. Sweden is a large, sparsely populated
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country, about the size of California, but with a population only the size of Los
Angeles. Its nine million inhabitants participate in elections every fourth year. In
general elections representatives are chosen at the same time to the Riksdag or
parliament, to the county councils and to municipal councils. All three of these
elections take place on the same day and at the same election polling places.
This promotes a high level of participation in elections at all three levels.
However, participation in Riksdag elections has decreased from 91.4 percent of
the electorate in 1982 to only 80.1 percent in 2002, while it increased marginally
in 2006 to 81.9 percent. Participation rates are only slightly lower in county and
municipal council elections and follow the general declining trend. Approxi-
mately 80 percent of the population resides in the urban areas. Swedish cities are
often sub-divided into administrative wards to promote a feeling of nearness
between inhabitants and the city administration. However, few if any Swedish
cities allow for direct elections of representatives at the ward level. This means
that at the sub-municipal level there are no direct means of electoral representa-
tion. This gap in Swedish representative democracy leaves the citizens with no
direct influence at the sub-municipal or ward level.

There are also numerous other political and democratic activities found
below the municipal level, but nevertheless within their territorial confines. They
can be referred to as sub-municipal politics. Here we find various local develop-
ment groups, municipal wards in urban areas, various user groups, in particular
those related to welfare services, etc. There are 4,168 local development groups
in Sweden today (Herlitz, 1999). Many urban areas are sub-divided into a
number of wards to facilitate their administration and to decrease the distance
between them and their voters and the users of their services. However, they
lack direct elections to ward councils. Their boards are appointed politically by
the municipality. In addition, there are a number of user controlled service
providers, like parent cooperatives or third sector childcare, schools, eldercare,
handicap care, etc. Here the users are responsible for the management of the
service. When they become members, users often have a work obligation and
they are represented on the governing bodies of the service. In addition there are
numerous local branches of voluntary associations, popular movements, founda-
tions and other non-profit organizations found within the territorial confines of
all municipalities. Thus several different types of political actors are found at the
sub-municipal level in Sweden. Just as at the global, European or regional
levels, these sub-municipal actors do not always have clear political institutions
or a forum, nor can they easily find channels of representation. Figure 10.1 illus-
trates this.

In order to empower citizens as co-producers of welfare services greater use
of functional representation at the municipal level could be promoted, especially
in the sectoral boards responsible for providing and supervising various kinds of
welfare services at the local level. They would function as a supplement to exist-
ing representative channels of democracy. So, the voters would continue to vote
for their preferred political party in municipal elections and the political major-
ity would continue to form the municipal government, just as today. Also, just as
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today, the municipal governments would appoint the members of boards to
supervise the provision of various municipal welfare services. This top-down
selection procedure allows no direct representation of the users of such services.
However, functional representation could supplement political representation in
the following fashion. Public, private and third sector providers of welfare ser-
vices would be invited to sit on relevant municipal sector boards.

This type of functional representation could be on a proportional basis in
relation to their importance as providers of welfare services in a given territory.
If there were numerous providers of a given welfare service in a municipality,
like childcare, then a lottery system could insure the rotation among all the
providers in any given category, public, private and third sector. This would
promote a bottom-up representation of the providers in a given welfare sector. If
the sectoral representatives were guaranteed a majority of seats on a municipal
board then they would have real influence and a greater interest in participating
in its deliberations and decisions. However, it is unlikely that the views of all the
functional representatives would be identical in all questions, especially given
the prevalence of municipal providers. So there is little chance that they would
vote as a block against the positions of the politically appointed representatives
of the municipality. However, their dialogue would promote greater understand-
ing and tolerance for their differences.

Functional representation should occur whenever there is a sufficient plural-
ism of providers of a given welfare service in a given municipality. Functional
representation might encourage the spread of co-production to municipal
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development
groups

Functional represent-
ation of users of
social service

(Sub-municipal politics)
administrative wards

(Citizens/voters)

No. elected
representatives
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approx. 35,000

Riks-
dagen

Municipal councils

Units

1

290

approx. 13,500County councils21

Figure 10.1 Politics at the sub-municipal level in Sweden.
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services, since their ideas and organizational models would be shared in the
forum provided by sectoral boards. The existence of a sectoral municipal forum
for discussion and decision-making would also facilitate the co-management of
the sector in a municipality and eventually could also promote the co-
governance of the sector nationally, based on the growing collaboration between
public, private and third sector providers of welfare services.

This type of functional representation in the management of publicly financed
welfare services need not be seen as an alternative to representative territorial
democracy. Rather than viewing it as an either/or situation or a zero-sum game,
functional democracy should be conceived as a supplement to representative
democracy, as Danish experience shows, and it can help to develop and
strengthen representative democracy.

Sörensen (1998) also discussed the need to create the right balance between
territorial and functional democracy, as well as the right bonds between them.
However, if functional forms of empowerment are to become democratic, she
then argues, all members of functional units and all functional units within a
given territory should have access to the same channels of empowerment. This
recommendation is reflected in the proposal made above for representing third
sector providers of social services in relevant municipal boards in Sweden. She
also states that it is necessary for functional politics to be institutionalized in
such a way that tight bonds are created between functional and territorial units
of societal governance, or between user boards and municipal councils (ibid., p.
141). Once again, the proposal above for functional representation made here
also takes this into consideration.

Summary and conclusions

It was noted that co-production is the mix of activities that both public service
agents and citizens contribute to the provision of public services. The former are
involved as professionals or “regular producers,” while “citizen production” is
based on voluntary efforts of individuals or groups to enhance the quality and/or
quantity of services they use. In complex societies there is a division of labor
and most persons are engaged in full-time production of goods and services as
regular producers. However, individual consumers or groups of consumers may
also contribute to the production of goods and services, as consumer-producers.

The Swedish welfare state strongly embodies the characteristics of welfarism
and professionalism (Evers, 2006) in the production and governance of welfare
services. This clearly reflects the dominance of social democratic values of equal
services for all citizens everywhere in the country. Guaranteeing equality,
however, requires continued public provision of welfare services. This stands in
sharp contrast to the non-socialist values of consumerism and managerialism
that call for privatization and competition among providers. Absent today in
Sweden is what Evers (2006) calls participationism.

His distinction between five different approaches to user involvement in the
production of social services has clear implications for citizens’ possibilities to
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participate in the provision and governance of such services. Two of his cat-
egories for user influence are more closely associated with public production of
social services, while two others are more closely related to market provision.
All four of these approaches flourish in the Swedish debate. However, his fifth
approach to user influence is largely missing, i.e., greater citizen participation in
the provision of social services, i.e., co-production. The Swedish debate about
the future of the welfare state is highly polarized and ideologically divided
between continued public provision or rapid privatization of social services,
where the only options discussed are either more state or more market solutions
(Blomqvist and Rothstein, 2000; Blomqvist, 2003). It is difficult, if not imposs-
ible, to promote a third alternative, e.g., greater welfare pluralism, more citizen
participation or more third sector provision of social services in this highly ideo-
logical context (Vamstad, 2007). Thus, citizens are normally faced with simple
black/white choices between more state or more market solutions to most prob-
lems facing them.

The discourse in Denmark and Sweden on greater user influence was com-
pared. Denmark placed greater emphasis on large-scale experiments with user
boards and local user councils, combined with greater choice for service users,
while Sweden focused on establishing consultative councils of users at the site
of service provision. The Danish experience added a new level of influence, by
introducing functional democracy and it provided a new form of empowerment.
Swedish experience remained more limited and built on the introduction of new
municipal structures that were mainly discussion clubs.

Sub-municipal politics was discussed in relation to functional democracy.
One factor contributing to the growing democracy deficit at the local or munici-
pal level is the lack of democratic representative channels at the sub-municipal
level. There are no direct representative elections to ward councils found in
larger municipalities in Sweden. Rather they are purely administrative bodies,
albeit with significant discretionary powers. This stands in sharp contrast to the
existence in Sweden of numerous local democratic bodies of citizens that can
either take the form of local development groups or a variety of users groups of
municipal welfare services at the sub-municipal level.

Functional representation of the latter would promote greater citizen partici-
pation, greater flexibility in the delivery of welfare services and greater sustain-
ability of welfare services, as well as greater service legitimacy. Functional
representation makes clear the necessary connection between co-production and
co-management. It would help facilitate and legitimize the co-management and
co-governance of welfare services. Without co-management and co-governance
through functional representation, existing examples of co-production in welfare
services will remain isolated islands of citizen participation, democracy and
legitimacy in the increasing gap between the rulers and ruled and the growing
democracy deficit that continues to erode support for the universal welfare state
and for representative democracy itself.

Greater user participation in the provision of services refers to the output side
of the political system. In the public sector in general and at the municipal level
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in particular citizens became viewed as “users” or consumers in the 1980s.
While, greater “freedom of choice” may be necessary, it is not sufficient for
greater consumer influence. “Freedom of choice” is more a matter of voting with
your feet, while user democracy refers to “voice” in the production of services.
This realization led to discussions about “user democracy,” where users particip-
ate directly in and exercise influence on the production of public services.
However, consumer influence can take different forms. The promotion of greater
citizen influence and participatory democracy, requires that consumer influence
should be collective, rather than individual. This means that citizens must organ-
ize themselves as consumers of public services, or co-producers of such ser-
vices, in order to provide a democratic supplement to representative democracy.

This chapter emphasized the importance of the interface between the govern-
ment and third sector and noted that co-production always takes place in a polit-
ical context. The individual cost/benefit analysis and the decision to cooperate
with voluntary efforts are conditioned by the structure of political institutions
and the encouragement provided by politicians. Centralized service delivery
tends to make articulation of demands more costly for citizens and to inhibit
governmental responsiveness, while citizen participation seems to fare better in
decentralized service delivery.

Thus, it appears that citizens can at best achieve marginal influence at the site
of production of a welfare service as individuals. This is found in childcare
through spontaneous interactions between the parents and staff when leaving or
picking up their child, by participating in social events and discussion groups.
But it is first when parents organize themselves as co-producers and manage the
welfare services themselves that they can achieve more substantial economic
and/or political influence in the provision of welfare services at the micro-level.
However, while organized citizen participation in the provision of welfare ser-
vices is necessary, it is clearly not sufficient to achieve user influence in the gov-
ernance of welfare services. Parent associations and parent initiatives in France
and Germany that provide childcare to their members do participate in local
councils for child and youth matters, and they are able to influence the provision
of such services in their municipality.

In Sweden, by contrast, systematic and institutional influence at the municipal
level has remained beyond the reach of third sector providers of childcare. They
are mostly run as parent cooperatives and they enroll between 12–15 percent of all
children under seven years old attending institutionalized childcare services. But,
they lack a local forum or platform for participating in the governance of the
sector, together with their municipal and for-profit counterparts. However, before
new channels of participation can be developed alongside the existing representat-
ive ones politicians must be willing to engage in serious debate about the role of
the third sector in providing and governing welfare services. Thus, the attitude of
the state appears to determine whether citizens will also be encouraged to particip-
ate in the governance of a sector or welfare service.

Increased user influence has some critics who maintain that it poses a threat
to liberal representative democracy. Hirst’s (1994) proposal for associative
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democracy sees it as a necessary supplement to liberal democracy, rather than a
replacement. Here citizens become the co-producers of the welfare services they
demand and pay for by taxes and user fees. Here third sector organizations and
non-governmental organizations can become the co-managers of welfare ser-
vices provided to their members and other social groups, but financed by the
state, and TSOs and NGOs can also become the co-governors of welfare provi-
sion and welfare policy, alongside the state and perhaps the market, in new gov-
ernance networks (ibid.). Thus, it is on the output side of the political system
that we must focus our attention and devote our efforts to develop and revitalize
democratic theory and provide welfare state theory with a clear service provision
focus.

The attitude of the central government will be decisive in determining
whether Sweden will continue on a highly polarized ideological black/white
path of public vs. private that excludes a greater role for citizens and the third
sector in the production and governance of social services. The attitude, pro-
nouncements and actions of the central government are crucial, since it has a
quasi monopoly of power in a unitary system like Sweden. Will it promote the
continued polarization of opinion, simplistic black/white alternatives or will it
promote a more nuanced view of the complexities of welfare service production
that go beyond simple questions of ownership.

The new non-socialist coalition’s attitude to greater citizen participation and
the third sector provision of welfare services remains an open question. Will it
promote a third way – one where citizens and the third sector can play an active
role in the provision of welfare services? How will the social democrats and
their allies react during four, eight or more years of opposition? Will they
perhaps embrace co-production, greater citizen participation in the provision and
governance of welfare services as a way to promote the renewal of the welfare
state and the regeneration of democracy? That too remains to be seen.

Note

1 The TSFEPS Project, Changing Family Structures and Social Policy: Childcare Ser-
vices as Sources of Social Cohesion, took place in eight European countries between
2002–2004. See www.emes.net for details and reports. The eight countries participat-
ing in it were: Belgium, Bulgaria, England, France, Germany, Italy, Spain and Sweden.
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11 Co-governance and co-production
From the social enterprise towards the
public–private co-enterprise1

Francesco Manfredi2 and Mirella Maffei3

Introduction

After years of analysis and debate, today the issue of co-governance and co-
production in the sector of public personal services4 requires the definition of
new organizational and managerial models concerning not only relations
between existing organizations, but also the characteristics of new types of
enterprises.

At a moment when the definition and the components of the “social enter-
prise concept” are still under investigation, we have to address the issue as to
whether this form of entrepreneurship is always the best answer to the require-
ments of co-governance and co-production of the system as a whole and/or its
most important parts.

The need to broaden and articulate the debate regarding these exchange
processes and the actors operating in the sector, is also the result of new prac-
tices which have developed in Europe as a result of the evolution of public-
private partnerships from contracting-out models towards new forms of
integrated entrepreneurship.

At the same time, thanks to the emphasis on the local dimension and on the
dynamics of the community, the boundaries of the analysis overcome the mere
practise of “zero-sum games”, where stable conditions of balance are achieved.

It can actually be said that there is the need:

• to increase the level of transparency and the quality of interaction among
actors;

• to increase the level of involvement and participation of organizations and
individuals;

• the qualitative and quantitative level of responses to the needs of the
community should be increased where the available resources are the same,
and where there is a lesser amount of resources available the level of such
responses should remain constant;

• to increase the propensity to long-term strategic planning of public actors;
• to acknowledge and codify the governance role of the sector and the non-

profit actors;
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• to improve the individuals’ predisposition and their ability to work in an
integrated environment towards long-term relationships;

• to activate all communitarian resources in order to support shared goals.

As a consequence of the above, the characteristics of mixed enterprises can
be briefly defined as follows:

1 the mixed enterprise is an integral part of the social and economic “system”
of the community;

2 it can play the role of a coordination mechanism in order to overcome the inef-
ficiencies of the sector and ensure the efficiency of the answers provided,
making relations more fluid and improving the processes of exchange;

3 it can act as a mechanism of managerial experimentation;
4 it is characterized by a strategic alliance meant to reduce uncertainty and

facilitate the access to resources;
5 it is characterized by a strategic alliance that allows partners to pursue new

organizational models and new managerial strategies;
6 it is an organization with governance and control mechanisms defined on

the basis of:

• statutory agreements (level of participation, nomination of board
members and directors, etc.);

• organizational processes (reporting, planning and controlling process,
quality certification, social balance, analysis of stakeholders’ satisfac-
tion, etc.);

• strategic management of human resources (mechanisms of recruiting,
training, informing, rewarding; balance of competences, etc.);

• Informal mechanisms (social control);

7 it provides citizen-consumers with a warrant mechanism.

This chapter therefore aims at assessing the characteristics of (and the
opportunities offered by) an entrepreneurial model that overcomes the intrinsic
limits of collaborative relationships based either on lobbying relations or on the
usual exchange between client and supplier.

Public–private relations in terms of co-governance and co-
production: towards a definition of the partnership concept

The recognition of the important role of non-profit actors in the creation of
public personal services is leading to the legitimation of their public function.

However, their development has gone through different stages which have
been associated to the different forms used to structure the relations between
public administrations and the non-profit sector.

These forms shall be analysed, in order to understand their evolution and,
above all, in order to explore new types of organizations that could be adopted
in the production of personal services.
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The concept of “co-governance”: from a systemic perspective to a
partnership one

The diffusion of the New Public Management paradigm5 in Europe, has intro-
duced a series of market-based mechanisms in the management of local public
services, which, while not representing a clear sign towards the construction of
authentic partnerships6 has however managed to delineate a series of contractual
instruments that could govern relations between local governments and their
non-profit partners.

This model, however, has been criticized on the basis of the fact that its col-
laborative approach allows governments to maintain control over the “policy
making process”, relegating the third sector to the role of a mere “service
agent”.7

Yet, even within these limits, it must be acknowledged that this paradigm has
stimulated the debate (which would later develop considerably), concerning the
concept of “public governance”.

Here the concept of governance is to be understood as opposed to the concept
of government, which is identified as a form of direct and incisive top-down
action over the forces of the system and which appears to be based on a rigid
exercise of formal power.8

Thanks to the concept of governance, the emphasis moves to the govern-
ment’s ability to deal with the needs of the community, through an adequate
governance of the system and the economic parts involved,9 focussing on the
importance of public–non-profit forms of cooperation.

Thus, further value is given to the concepts of pluralistic governance and
(particularly inter-sector) partnership:

this paradigm pushes for a lean, efficient government whose main role is to
support private and voluntary action with a minimum of regulation and
interference. Thus the dominant, controlling State gives way to the facilita-
tor, partner State.10

The participative dimension of the concept of governance is also strong in the
Anglo-Saxon meaning of “community governance”,11 which gives emphasis to
the role the non-profit sector should play during the phase of “policy formulation
and service management”.

Suggesting, once again, that “governance” should indicate the use of organ-
ized forms of public-private interaction, at different levels, J. Kooiman identifies
cooperation and collaboration as the basic mechanisms of exchange amongst the
players involved in the implementation of public policies.12

More precisely, he introduces the meaning of “co-governance”, emphasizing
the aspect of “co-participation”.

Among the various forms that could be suitable to exercise this “co-
participation”, he distinguishes the “public–private partnerships”, a notion on
which it is worth focusing on for a moment.
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The fundamental characteristics of these partnerships identified by J.
Kooiman are: trust and reciprocal adaptation; the pursuit of common goals; the
clear definition of inputs, risks and compensation mechanisms, together with the
sharing of authority and responsibilities.

All this is intended as a dynamic process on the basis of which the possible
balance in terms of power structures and determination of rules can be defined.

Moreover, it should be considered that both parties have the possibility to
determine conditions and possible changes within the relation.

It appears clear that whereas at the beginning the more generic notion of gov-
ernance is understood at a systemic level, it progressively identifies a more
restricted level, a level which could be defined, strictly speaking, in terms of
partnership.

From this perspective, the interactions and the symmetry of decisional power,
among the actors who interact in the governance process at the level of the
system, can be similarly traced by the mechanisms used to define the roles and
relative influences within the partnerships’ field.

The conceptual variant of “co-governance”, defined by W. Kickert and J.
Koppenjan as a “negotiating governance” according to which the negotiating
procedures that link the parts involved are emphasized,13 appears likewise
interesting.

In this sense, the idea of co-governance is very close to that of corporate gov-
ernance, understood here in its “broad perspective”.14

Indeed, in this sense “governance” comprises, on the one side, the “institu-
tional order” on the basis of which the organization is governed; and, on the
other, those mechanisms and conditions that regulate the relationship among
various actors, in order to realize the company’s goals.

The players considered in this perspective are not only managers and share-
holders, but also the stakeholders.

Consequently, this connotation seems extremely appropriate to the analysis
of the relations between actors such as public and non-profit ones, whose institu-
tional aims involve different typologies of stakeholders.15

Thus if, in a way “corporate governance means public governance”,16 so
that “the same underlying principles you find in corporate governance also
apply in their standards for good public governance”, it becomes possible to
claim that the concepts of co-governance and corporate governance are mutu-
ally dependent.

In fact, the underlying principles of both concepts are indeed those of trans-
parency, participation and accountability.

The analysis of the functionality of co-governance in a specific partnership, at
both systemic and corporate levels, will also imply the examination of the tools
used to balance a series of elements.

In particular, we are referring to the roles assigned to each stakeholder and
his/her relative importance; the amount of resources provided by each one; the
extent to which culture, norms and controls are shared; the mechanisms of
reward and compensation.
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Considering all of the above, it is now possible to provide a succinct defini-
tion of co-governance, in particular within the context of personal services.

In order to determine “co-governance”, “the involvement and participation of
the collaborating parts in the governance of the accord; the balance of deci-
sional power in the phases of planning, other than delivery, of services; as well
as the sharing of the mechanisms of reward and control” shall therefore be
adopted.

The concept of “co-production”: from “citizen participation” to
public–non-profit joint production

The idea of co-production first appeared in the 1970s in response to the growing
financial crisis of the public institutions in charge of social services, in an
attempt to find possible solutions to this problem.

There are several perspectives from which we this phenomenon can be
analysed, ranging from the economic to the social and the organizational ones.

According to the economic approach, L.L. Kiser and S.L. Percy consider the
overlapping between “consumption” and “production” as the very origin of the
concept, stating that “co-production involves a mixing of the productive efforts
of regular and consumer producer”, so that “consumers can increase the amount
and/or quality of the service they consume by directly contributing to their pro-
duction”.17

Similarly, J. Brudney and R. England define co-production as a “direct
citizen involvement in the design and delivery of services with professional and
service agents”, in the attempt to produce more services at less cost.18

G. Whitaker19 and E.B. Sharp20 keep the meaning of participation of citizen-
consumers in the production of services, mainly in the phase of “execution”.

According to them, the interaction between those who benefit directly from
the service and the authority that officially delivers it, should be able to improve
its efficacy.

The service is therefore understood as a “joint product” of the activities of the
state and the citizens21 and, as it is emphasized, citizens have the possibility to
influence the formulation and the implementation of those public policies of
which they are the beneficiaries.

By referring also to the advantages in terms of cost reduction, C.H. Levin
highlights the social aspect of co-production, presenting it as a mechanism which
could generate social capital, therefore reinforcing the relationship between cit-
izens and Public Administration.22

Although different aspects of the phenomenon are emphasized, it is clear that
the general meaning of the concept is basically the direct involvement of citizen-
consumers in the production of services.

Nevertheless, while initially literature was characterized by a political or
sociological tone, recently the debate about co-production has found new direc-
tions of analysis.

While fundamentally maintaining the “consumer-co-producer” idea, the
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attention has been shifted to the organizational, as well as inter-organizational,
logics lying behind this concept.

In more recent works definitions can be found that seem to be more appropri-
ate to seize the heterogeneity of a phenomenon that is actually witnessing a pro-
liferation of collaborative forms in the production of services, also thanks to the
involvement of not only citizens but also of different parties.

E. Ostrom, for instance, defined co-production as “the process through which
inputs used to provide a good or service are contributed by individuals who are
not in the same organization”.23

This definition was criticized because it was considered too generic, and
because it depicts inter-organizational cooperation as an exception rather than
the common practice it actually is.24

In spite of the fact that Ostrom himself actually would consider citizens or
groups of citizens as co-producers, this basic notion could be useful to ade-
quately encapsulate the distinctive elements of new public–non-profit collabora-
tive forms.

The idea of collective action and joint contribution of input to the production,
on the part of distinct organizations, appears fairly close to the concept of
partnership that was discussed above.

An even broader characterization of co-production is provided by T.L.
Cooper and P.C. Kathi, who identify it as a “deliberative democracy, where
there is an emphasis on eliciting broad public participation in a process”.25

In this sense, the participation of different kinds of parties is highlighted as a
key aspect, and through the concept of deliberative democracy, the creation of a
context of institutional practices that promotes collaborative plans is encour-
aged.

The organizational perspective is further emphasized by the concept of “insti-
tutionalized co-production” elaborated on by J. Johsi and M. Moore and defined
as a “provision of public services through regular, long-term relationships
between state agencies and organized groups of citizens, where both make sub-
stantial resource contribution”.26

It is clear, then, that the tendency is towards long-term collaboration with
significant resource contributions from participants.

Apparently, the leit motiv of the literature on co-production is the fact that the
latter is perceived as a process able to improve both effectiveness and efficiency
of the service delivery, while creating more opportunities for citizens to take
part in the “public action” in a democratic way.

International research on several cases, in different areas of production
involved in the public and social services, confirms the positive effects of co-
production, as discussed above.27 Nonetheless, the concept of co-production
seems somehow incomplete.

Indeed, although the positive effects of this phenomenon which were previ-
ously pointed out, have now been accepted, it has not been demonstrated that
these effects are to be exclusively related to the fact that the co-producers coin-
cide with the citizens who are also the direct consumers of the services.
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In other words, the more generic definitions of co-production, that emphasize
the importance of common contributions and collaborative long-term relations
seem better suited to account for the factors determining the potential of
improvement of the service themselves.

What determines the development of the supply of services seems actually to
be the sharing of goals and resources. And this “sharing” can exist between
government and citizens, but not in an exclusive relationship.

Without doubt, the literature mentions that more complex organizational
forms exist, collective or group-based, participating in the production of ser-
vices.28

However, in this case no formal mechanism of coordination is presumed,
neither among citizens, nor between citizens and the government.

Existing literature refers to the existence of voluntary associations, coopera-
tive forms and, more generally, social enterprises, that is, organizations acting as
“vehicles” to help the relation of co-production between the state and citizens.

Also in this case, then, the value conferred to the third sector is mainly instru-
mental and as it concerns proper entrepreneurial organizations, even though they
might still be non-profit, the concept of co-production must be differentiated
from the notions of “parallel” and “ancillary” production,29 (which can be amal-
gamated to the notion of supply), or, on the contrary, to concurrent relations
between the state and the third sector.30

Somehow, we still seem influenced by a rigid separation between public and
private organizations, but the time has come to overcome these anachronistic
Weberian influences.

Indeed, if the involvement of social enterprises is discussed, no relation has
yet been conceived which might assume an actual sharing of goals and resources
between the government and the Third sector, something that, on the contrary,
seems to happen only at an elementary level.

Their participation in the production of the same services they benefit from,
also raises problems that have not been thoroughly investigated so far: for
instance, co-producer-citizens and other consumers of the same service (or
indeed co-producer-citizens and the community in general) might have different
interests.

This is particularly true if we consider the potential utilitarianism and the
limited rationality that characterize individuals’ behaviour; and even when
human conduct is inspired by solidarity and altruism, the limits of the “hedon-
istic egoism” that often leads human moral action has to be taken into considera-
tion.

Thus, the single citizen that becomes co-producer, irrespective of the fact that
s/he could be inspired by “self interest”, “altruism or other social values”,31

might assume a sort of “altruistic utilitarianism”32 as the goal of his/her actions,
thereby mistaking the individual good with the common good.

Furthermore, there are also reservations about the professional competences
and the experience that citizen-co-producers should have.

It is equally important that, in the sector of public personal services, con-
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sumers alone do not have the possibility to correctly judge the quality of the
service received.

As a consequence, it is necessary to have a multidimensional evaluation of
quality, which involves the different actors engaged in the service.33

For these reasons, the focus should be on the definition of co-production
forms capable of generating the same effects described above, but which act
according to the economical orders of institutions that might go beyond the mere
inclusion of citizens in the production.

Furthermore, in terms of co-producers, those organizations that have the
necessary competencies and that are able to represent a broader spectrum of
stakeholders should be considered.

Therefore a shift from a “customer oriented” perspective to a “stakeholder
oriented” perspective should be made, in the pursuit of a truly “public” inter-
est.34

This representation should act through organizational and managerial struc-
tures and mechanisms, which, for example, go beyond the simple participation
of parents in the activities of the nursery school attended by their child.

The managerial repercussions implied by the administration of such relations
and their outcomes actually become fundamental.

We are therefore faced with a new concept of “co-production”, understood
here as the “involvement of different organizations in the production of services,
with significant contribution and concrete sharing of inputs, in a long-term col-
laborative perspective and with a democratic participation in the formulation
and implementation of the policies and strategies related to the services”.

The aim of all this is of course the pursuit of the same benefits initially out-
lined by the former concept, through forms which, however, are now more
similar to that of partnership.

S.P. Osborne and K. McLaughlin had already assumed a similar position in
relation to the concept of co-production, anticipating for the non-profit actor,
rather than for citizens themselves, the role of co-producer.35

However, according to their definition, the production is carried out in paral-
lel or coordinated forms, so that inputs are not shared and co-transformed.

The connotation given to the term of “co-production” – actually intended by
Osborne as productive coordination – is therefore different.

In addition, this connotation is residual, in the sense that the perspective of
coordination still regards the third sector as a mere supplier of services.

To sum up, in comparison to the previous definitions, this new concept tries
to keep the economic dimension (optimization of resources, higher level of effi-
ciency) as well as the social one (greater interaction among stakeholders, better
understanding of customer needs, creation of social capital).

What is now different, is the managerial and organizational perspective,
which is now more complex and which recognizes in the inter-organizational
partnership as the basis for an effective co-production.
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The relational forms: from coordination to partnership

As previously discussed, in comparison to what happened in the past, empirical
evidence and the interests of non-profit actors are progressively moving towards
forms that involve the third sector in a more effective and determinate way.

In the normally used forms of “support”, “promotion” and “agreement”, there
is no joint action and no reciprocal obligation, neither in the use of resources
that could be dedicated to the activities nor in the results to be achieved.

The form of “concession” and “accreditation” are however different, since
they can allow a greater sharing of resources in terms of inputs.

In spite of this, the role of the third sector in a collaborative relationship
clearly remains subjugated to the preferences of the public administration and
the available resources.

Indeed, it is the mixed enterprise that seems more easily comparable to a
partnership.

The use of a mixed form of enterprise might represent a significant improve-
ment of the process of legitimating of the role of non-profit sectors, from mere
suppliers to “partners” of the public administration. This seems particularly true
in the field of the management of personal services.

In order to outline a classification of the different relational forms adopted, by
referring back to the dimensions of co-governance and co-production, it is clear
that the mixed enterprise seems to be the form that leans more towards these
concepts than others do.

Co-production

Co-governance

Mixed
enterprise

�

Accreditation

Concession

Agreement
Promotion

Support

��

�

Figure 11.1 Classification of the public-non-profit relational forms in Italy.
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In actual fact, the paradigms inspiring both co-governance and co-production
appear evident in this form (Tables 11.1 and 11.2).

This can be easily demonstrated by comparing the contents in the different
relational forms that are typical of these concepts.

For the sake of simplicity, only those forms that have already been mentioned
shall be compared, as these are normally adopted when contracting-out.

It is clear that, only the mixed enterprise presents features that can be prop-
erly defined as typical of a “collaborative” relationship.

Indeed, with “collaboration”, the parts explicitly want to determine formal
relations, with clearly defined roles (or roles which can be defined in itinere
under common agreement), and the transparent features of the participants.

Thus, it is only at a collaborative stage that it becomes possible to establish a
proper partnership which, as underlined before, presupposes a level of mutuality
between parts, a mutuality that only a formal relationship can actually grant.36

Table 11.1 Co-governance determinants in public-non-profit relationships

Co-governance Participation of the Balance of Sharing of control 
parts in the decisional power mechanisms
governance of the in the planning 
relationship phase

Support Absent: public Absent: the NPO Absent: no negotiated 
financial support does not undertake target to achieve

any obligation
Promotion Low: procedural Very low: duties Absent: discretional 

agreement assumed by NPO control of PA
are limited to the 
entity of 
promotional benefits

Agreement Moderate: contract Moderate: exercise Very low: right of 
in relation to the of public functions “exit” for the NPO
economic-financial on the part of the 
content of the NPO
relationship

Concession Very low: unilateral Very low: clear Absent: PA’s 
action of PA supremacy of PA exclusive control and

right to revoke. These
are effective at
anytime and without
restrictions

Accreditation Very low: limits Moderate: Moderate: PA’s ex 
determined by the participation in the ante control
contract formulation of 

general plans
Mixed enterprise Significant: formal Significant: direct Significant: rights of 

contract, expression participation in the “voice” and “exit” 
of the negotiating governance’ process for both partners
and organizational 
autonomy of the parts
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The shift, from one form to another, is clearly a gradual and incremental
process, resulting from the development over time, of different characteristics of
both public and non-profit organizations.

This change determines and is determined by the growth of various problems
related to the environment, among which reference can be made to the “vague-
ness about the role, the competences and the boundaries between public and
private sectors”,37 that require the formulation of new strategies.

Strategies capable of defining roles, tasks and respective missions, of increas-
ing stakeholders’ involvement in the processes of strategic planning, of reducing
decision time, of creating consent about policies and a common agenda of
actions.38

Table 11.2 Co-production determinants in public-non-profit relationships

Co-production Significant Democratic Long-term 
contribution and participation in the perspective
sharing of inputs implementation of 

the policies of 
service delivery

Support Absent: mere transfer Absent: no Absent: PA’s una 
of subsides from PA integration of tantum action

activities
Promotion Absent: PA’s Very low: PA Absent: short-term 

dispensation of only promotes agreement
benefits initiatives related 

to the social 
purposes of the 
NPO

Agreement Very low: potential Moderate: Very low: short-term 
sharing of assets and agreement on the contract
resources distinctively process of service 
owned by PA delivery and the 

conditions of 
accessibility

Concession Absent: the NPO Very low: NPO Very low: no 
operates with its manages the guarantee of 
own means and service continuity is offered 
withholds every autonomously to the NPO
related income

Accreditation Very low: PA Very low: NPO Very low: no formal 
subsidizes or finances delivers the service obligation on PA’s 
those services that autonomously part and precarious 
are delivered by the conditions for the 
NPO with its own NPO
means

Mixed enterprise Significant: Significant: Significant: intrinsic 
contribution of representation of to this enterprise
capital and specific both parties in the 
resources Board and in other 

executive bodies
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Thus, it becomes necessary to have at our disposal more complex and struc-
tured tools than before.

This is why mixed enterprises represent the most appropriate solution.

A model of co-enterprise: the case of Parmainfanzia SpA

Pro.Ges is a social cooperative with its headquarters in Parma, operating in the
field of public personal services.

It has operated for more than ten years in the field of children’s educational
services and it was born, like other cooperatives in the Emilia Romagna area, in
order to provide “personnel’s substitution” within public services.

However, in conjunction with the development of similar social realities, a
series of problems in the environmental context began to intensify.

The imposition of a roof to the expenses of local agencies, the ties imposed
by the economic and financial parameters set by the Pact of Stability, together
with the continuous increase of the demand for services, made local agencies
unable to guarantee the fulfilment of the population’s needs.

The major concern within childcare services related to nursery schools, where
up to 60 per cent of applications remained unanswered.

It is in this context that, during the 1990s, the out-sourcing of services began.
Soon after it was created, Pro.Ges began to tender for the services contracted

out by the municipality of Parma.
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Figure 11.2 Evolutional stages of public-non-profit relationships.
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The most common forms of negotiation used were “concessions” and “agree-
ments”.

Concurrently, during this phase Pro.Ges improved the production and man-
agement of its own services.

It thus invested more in the property’s assets and broadened the scope of its
activities from a geographical point of view.

It is clear that Pro.Ges progressively distinguished itself as a “social enter-
prise”.

The portfolio of services was enriched, as new typologies were added to the
services traditionally delivered.

It is clear that in this phase Pro.Ges went through the “collaborative strategy”
stages, during which the cooperative reaches a higher awareness of its own
work; different stakeholders agree on common goals and visions; and new con-
nections are created.

All of this was in order to improve the capability of responding to environ-
mental stimuli and promote innovation.

Even if the relationship was much more formalized than before, it remained
however precarious, particularly from Pro.Ges’ point of view.

Being determined a priori, the relationship did not allow the non-profit part
to make investments supported by a strategic and operational long-term
perspective.

The basis for negotiation with the municipality was predominately related to
the price; hence Pro.Ges’ experience and innovative ability were not valued by
parameters of evaluation of tenders that were exclusively defined on cost basis.

Evidently, a fast developing reality such as Pro.Ges could not be satisfied
with such a situation.

By being constantly measured and controlled only in terms of cost, the coop-
erative’s work was demeaned.

On the contrary, the cooperative was putting lots of effort into the reorganiza-
tion of its internal processes, which would have allowed a better monitoring of
clients’ requests, both internally and externally, in favour of a constant redefini-
tion of the service supplied and a better understanding of the needs of all poten-
tial consumers.

Furthermore, there were problems with the public services that the municipal-
ity was no longer able to solve by itself.

There were also other issues regarding the costs for spaces and structures.
In order to guarantee better safety within the buildings and to re-qualify the

existing spaces, from 2000 to 2003 the municipality progressively increased its
investments for kindergarten and nursery schools, planning other investments
for the period from 2003 to 2005.

For this reason, the municipality felt the need to search for new managerial
forms, capable of overcoming these problems and the mixed enterprise seemed
to be the most appropriate managerial formula.
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The constitution of the mixed enterprise “Parmainfanzia”

At that moment, Pro.Ges was already managing a number of kindergartens,
some of which were its own and managed under agreements, and others totally
contracted-out by the municipality of Parma.

Such managerial forms did not satisfy Pro.Ges, which with the formula of short-
term contracting-out (maximum two-three years), had no incentives to invest.

It was felt that there was a need to initiate long-term projects that would
permit the engagement of funds in new structures and the development of
human resources.

In reality, the selection of the partner for the constitution of the company was
not meant to find just someone who could manage the structures.

Rather, what was hoped for was a partner who could also take the
responsibilities related to the design of services, the building of new structures
and the organization of new activities, even subsidiary to the delivery of the
main service.

Indeed, the municipality had the following strategic goals:

1 increase the places available (for both kindergartens and nursery schools);
2 plan and realize formative activities;
3 create a study and research centre on infancy;
4 enhance the external visibility of the pedagogical-educational model of

municipal services;
5 construct and develop a “quality system” of services based on the ISO

model;
6 sell advisory services to other agencies.

It is clear that, in order to pursue the objectives mentioned above, it was
necessary to achieve an effective territorial integration of the private and public
organizations dealing with educational services.

Such integration was very well suited to the characteristics of Pro.Ges’s
“entrepreneurial formula”.

Indeed, Pro.Ges seemed to act as a local organization closely integrated
within its territory of action, and as such it could produce a significant impact on
the referring community, mainly in terms of “trust building”.

Obviously, among the resistances that the municipality would have to face by
adopting this new formula, there were the “psychological” and cultural barriers
on the basis of which it was common to associate the public aspect of the service
with the juridical nature of the delivering organization.

As to the service itself, the search for a partner with qualified planning cap-
abilities was intended to lead to the offer of constant incremental and radical
innovations, in both the service and its organization.

Additionally, from this perspective, over the years Pro.Ges demonstrated its
ability to diversify, differentiate and propose innovative services that are actu-
ally being implemented in Parmainfanzia.
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However, the main added value of Pro.Ges relates to the provision of contri-
butions of an organizational, managerial and, particularly relevant here, financial
nature.

Mechanisms of “co-governance” in Parmainfanzia

According to the concept of co-governance previously delineated, its criteria of
analysis should be: the parts’ degree of participation in the governance of the
agreement; the level of fairness of decisional powers in the planning phase of
the policies related to the services; the sharing of the control mechanisms.

Beginning with the first dimension, it is interesting to analyse the contribu-
tions carried out by both partners.

Pro.Ges contributed to the social capital with a majority stake of the 51 per
cent of the total capital.

The municipality underwrote the remaining 49 per cent.
However, for the first time in Italy in such circumstances, the private partner

was given the opportunity to hold a majority stake in the shareholders’ body,
notwithstanding a series of essential guarantees for the protection of the interests
of the general public.

In any case, this is something that should not be underestimated, in terms of
trust accorded to the partner, and the risk of social acceptance consequently run
by the municipality.

For the remainder, the characteristics of the contract were delineated with delib-
eration of the Municipal Assembly, which approved the “outlines” of the Memo-
randum of Association, the Statute of the Company and the “Contract of Service”.

After the selection of the private partner, these documents were defined in
more detail with the agreement of both parties, still in compliance with the indi-
cations given by the municipality, and the limits set by law to the parties’ con-
tractual autonomy in such particular companies.

The actual legislation on joint-stock companies with public minority stock
provides for the compliance with a series of conditions to preserve the common
good, among which:

1 the local authority’s prerogative to nominate at least one member of the Board
of Directors, possibly the Executive Committee and the Supervisory Board;

2 the exclusion, until the fifth year after the constitution of the society, of any
deed of transfer of shares, their different entitlements and any other action
that could determine the private partner’s loss of its position as a majority
shareholder;

3 the public partner’s right to express its (motivated) approval of the above-
mentioned actions if they are initiated by the private partner.

On the basis of all this, in the Statute of the Company a clause of approval
was inserted in favour of the municipality, a clause that is applicable in case of
transfer of shares from the private partner to other third parties.
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This approval still has to be justified with unbiased motivations. Moreover,
any disposal of shares has been prohibited until 2008.

This, in order to avoid a change in the proportion of shares as was initially
established, and to prevent the economic and financial damages that could
follow.

The entry of partners that, because they were not evaluated on the basis of
public evidence criteria, as Pro.Ges was, could risk altering the quality and the
continuity of the service delivered, is thus prevented.

Obviously, if Pro.Ges did no longer consider the participation in the company
convenient and wanted to sell its stock quickly, such limitations may limit its
right of “exit clearance”.

It is therefore possible to state that, in summa, the government of the agree-
ment has been fairly administered, notwithstanding the compulsory cautions in
favour of the common good.

Simultaneously, those limitations related to the structure of the stock capital
should not be so onerous for a partner such as Pro.Ges, whose main wish is to
engage, in a reliable and continuative way, in a long-term relation.

As far as the balance in terms of the power for deciding on the policies of the
services’ management is concerned, it becomes necessary to identify the
mechanisms that regulate the decisional processes in the relevant bodies.

The decisional body par excellence is obviously the Board of Directors,
where the strategies relating to the management of the service are established.

Here, the assessment of the different interests appears particularly difficult.
On the one hand, as a majority shareholder, Pro.Ges should have a certain

influence within this body, which should lead to a consistent representation.
On the other hand, however, a company that manages public services cannot

avoid bearing a strong influence on the public agency, even if this holds a
minority stock.

Indeed, it has the institutional responsibility and the competence to exercise
the functions of direction and control.

This is why the Statute provides the municipality with the right to nominate
two directors out of five, one of which is the President.

Considering that the decisions of the Board of Directors are made by absolute
majority, such distribution of agencies is surely relevant in terms of the protec-
tion of the interest of the majority stakeholder.

Actually, it is clear that the majority stock of Pro.Ges does not correspond to
an equivalent power within the Board of Directors.

If this is so, it is because even with three representing directors, Pro.Ges lacks
the necessary vote to make strategic decisions.

This is justified by the municipality as a “political guarantee”.
With common consensus, “para-company pacts” were also stipulated.
According to these, the parties agree on the sanctions applicable in case

of breach of either the contract or its clauses; the cases in which the entrustment
of the service can be revoked; the modalities of resolution of potential
disagreements.
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Also in this case, the common intent to reduce as much as possible the poten-
tiality of conflicts appears clear.

The issue as to the actual kind of power of governance Pro.Ges was enjoying,
within the mixed enterprise, as a majority shareholder, also came to the fore.

At first glance, in fact, it would seem that the series of legal and discretional
restrictions that the municipality imposed on the partner, could spoil the real
value of its decisional power.

Nonetheless, the fact that a voice was however given to the prerogatives of
the private part in such an important body, is certainly important, especially if
we consider, as discussed above, that this right is almost always absent in other
relational forms.

With two directors out of five, the municipality basically maintains a sort of
“right of veto”, as it should be, for those who must safeguard the interests of the
general public.

Now Pro.Ges has the opportunity to make its proposals in the phase of plan-
ning, an opportunity that was previously completely absent, since Pro.Ges used
to proceed only in response to the requests determined a priori by the munici-
pality, with its call for tenders to contract-out services.

In addition, the discretional power of Pro.Ges is absolutely fundamental in
the operational sphere, since it owns the right to nominate the General Manager,
whose role should bridge the gap between planned and implemented strategy.

Actually, it is in this sphere that Pro.Ges is able to bring real added value to
the partnership.

Its organizational and managerial distinctive competencies help to handle the
operational part of the service better, especially in comparison to what the
municipality operating alone could do.

What seems to be clear in the institutional order so defined, is that a clear def-
inition of roles was chosen and agreed upon, so that each partner was aware,
from the very beginning, of the extent of its power and responsibilities, and of
the limits of its agency.

These roles, however, were defined on the basis of the respective functionali-
ties and competencies.

Furthermore, each partner exercises a certain control on both strategic and
operative decisional processes; within each of these, however, whoever holds
compelling prerogatives in either sphere is more influential.

It is however important that, during the formulation of the strategies, Pro.Ges
has a substantial right to be heard in order to co-govern and contribute to the
policies that underlie the services.

Furthermore, in Parmainfanzia there is another body where the interests and
the visions of the two partners can be compared, so that the managerial activities
can have a consistent “imprint”.

This is in reference to a body of coordination, defined in the contract as “joint
technical committee”, whose task is to elaborate and define pedagogical issues
ensuring some homogeneity in the management of the municipal educational
services.
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This committee is composed by the person who is responsible for the nursery
schools and the kindergartens of the municipality of Parma, the Managing
Director of Parmainfanzia and other coordinators belonging to Pro.Ges.

The control is mainly exercised by the public agency on the work of Parmain-
fanzia, and in the case of the mixed enterprise, the control is both formal and
substantial.

From a formal point of view, in fact, the typologies of control provided for by
the law are:

1 verifications and assessments, which could be carried out also by accessing
directly the structures entrusted with the management of the services;

2 direct acquisition of documents, information and other elements that could
be useful if action of resolution for non-fulfilment of the contract should be
taken;

3 notification of possible irregularities to the Board of Directors.

The place for substantial control, on the contrary, is mainly within the Board of
Directors, where the municipality can supervise the effective conduct of the service.

Here “control” goes from the management of the economic resources to the
contents of the various actions to be undertaken for the delivery.

An additional form of control, one that concerns the characteristics of the
service delivered, can take place inside the joint committee, where Pro.Ges
holds wider discretional spaces.

Due to this, besides other reasons, the formula of the mixed enterprise differs
from the forms of contracting-out previously used by the municipality.

With the mixed enterprise one is accredited and controlled on the basis of
shared standards.

These are actually agreed on by the partner, both ex ante (with the underwrit-
ing of the “Contract of Service”), and in itinere, during all the activities of the
company.

Furthermore, in order to make the governance control more objective and
effective, the decision was made to resort to external advisory companies that
periodically write up reports containing both economic and qualitative evalua-
tions, thereby monitoring the state of achievement of the goals settled as stand-
ards.

In addition to these reports, clearly there are the normal financial reports pro-
vided for by law for joint-stock companies.

According to the analysis that has been performed, it is now possible to make
some considerations about the mechanisms of co-governance at work in Par-
mainfanzia.

As the company’s institutional order makes clear, among the critical con-
cerns, there is the strong control exercised by the public partner.

The latter, while remaining the official holder of the service, and also because
of its institutional competences, exercises a role of control certainly stronger
than that which a normal minority shareholder would have.
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This role is however balanced by the discretion granted to Pro.Ges within the
operational sphere, where it assumes greater responsibilities.

This, in its turn, determines Pro.Ges’s greater influence on the public policies
related to the service.

The operations that follow shape, whether directly or indirectly, the direction
assumed by the policies related to the services.

In addition to such mechanisms of a “more indirect” nature, however, the
municipality also wanted to entrust the private partner with the responsibility of
planning and building the necessary structures to improve the service.

According to the partners, however, even though the intentions were clear,
the ability of the private part to make incisive proposals, in terms of plans and
projects, has developed over time.

Simultaneously, its level of involvement in the governance has grown, with
the subsequent assignment of more responsibilities on the municipality’s part
that were fairly proportioned to the level of risk assumed by Pro.Ges in entrepre-
neurial terms.

Mechanisms of “co-production” in Parmainfanzia

The first characteristic of an effective co-production should be the contribution
and the sharing of inputs between partners.

As discussed above, besides the contribution of capital, proportional to the
shares underwritten, there were further contributions.

On Pro.Ges’s part, there was a significant endowment of intangible resources,
in terms of technical know-how and trust on the local community’s part, which
seemed to be particularly useful to legitimate the ambitious initiative of the
municipality towards citizens.

Pro.Ges’s crucial contribution was related to human resources, as it introduced
in the kindergartens and the nursery schools managed by Parmainfanzia, personnel
who had been already accredited and who already had experience in the sector.

On the contrary, the infrastructures were initially bought by the municipality,
with the relative pertinences, accessories, equipment and pieces of furniture.

While remaining the property of the municipality, Parmainfanzia could use
them in exchange of a rent, whose amount can be considered quite favourable if
compared to current market prices.

Having thus defined the estate of the company, it is interesting to analyse the
set up cost of the structures.

First, it is necessary to bear in mind that among the municipality’s priorities,
when Parmainfanzia was created, there was the intention to supply services in
compliance with the qualitative standards of the municipal services, at a lesser
cost than the service directly produced.

In more economic terms the cost of the contracted-out services does not
include a series of indirect costs, which derive from the delivery of other supple-
mentary services that are still carried out by the municipality but which could
instead be handled directly from the mixed enterprise.
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Particular reference is made to activities such as:

1 “sector direction”, with functions of planning, coordination and control for
all the educational services and the operating structures of kindergartens and
nursery schools;

2 “direction of the kindergartens and nursery schools services”, that dealt with
the coordination and control of the specific activities carried out in the
schools;

3 “pedagogical coordination”, with functions of pedagogical-educational
planning, survey of formative needs, arrangement of annual plans,
coordination of structures, relation with families;

4 “administration office”, capable of handling lists, administrative activities,
collections, payments, relationships with suppliers, internal control manage-
ment;

5 “consumers’ counter”, which should cover the function of reception of
enrolment requests, as well as acting as a source of information in relation
to the accessibility to the services.

Within Parmainfanzia, the directional activities (no. 1, 2) are instead
managed respectively by the Board of Directors and the General Management.

The pedagogical coordination (no. 3) operates within the joint committee
constituted by Pro.Ges and the municipality.

The administrative activities (no. 4) are performed by the staff of Parmain-
fanzia, which, as determined by the “Contract of Service”, deals with the con-
sumers, the relationships with suppliers, the ordinary maintenance of structures
and the internal control, etc.

The “consumers’ counter” (and therefore, the enrolments and relative lists) is
the only element that remains of municipal competence.

Since it is the official responsible for the public service, the municipality has
to control such functions in compliance with the principle of fair accessibility.

The municipality can therefore make remarkable savings on indirect costs.
Furthermore, the scale economies that originate from the mixed enterprise

allow all the structures that were previously managed indirectly to concentrate
on a unique subject, thereby creating critical mass and the dilution of structures
costs.

It is clear that what influences the cost of the service is mainly related to the
personnel, which for the nursery schools reaches peaks of 84 per cent.

With Parmainfanzia, this cost is considerably reduced thanks to the adoption
of a flexible and straightforward organizational structure.

This way, the “techno-structure” becomes more ductile and reactive to
environmental changes.

The rest of the management of the personnel (from selection to recruiting,
training and development), is directly entrusted to Pro.Ges.

Parmainfanzia, in fact, does not hire educators and pedagogues; it prefers to
use those of the private partner.
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Hence, everything that relates to human resources and the organizational
activity of the service, is managed through Pro.Ges, its structures and its offices.

This, thanks to the stipulation of a contract between Parmainfanzia and
Pro.Ges, according to which the latter is assigned a major part in the operations,
from personnel management, to all the activities related to suppliers (of didactic
or consumption materials, sanitary facilities etc.), or related to the commercial
and financial aspects.

This is what also happens in relation to goods and services of an instrumental
nature (e.g. cleaning facilities), that represent the second factor that influences
the direct cost of the service.

It is clear that the main determinants of the cost are contractually assigned to
the private partner that, being more market-oriented, is able to guarantee lower
costs than the public ones.

Fixed costs for Parmainfanzia are, therefore, almost insignificant.
The choice of such a straightforward organizational structure enables

extremely bearable service costs to be kept.
This allows Parmainfanzia to practice tariffs that are lower (by 22 per cent for

nursery schools and 27 per cent for kindergartens) than the full cost the munici-
pality would have to sustain with the in-house production.

On the contrary, the tariffs applied to users are determined by the municipal-
ity, according to the “Contract of Service”, in order to grant citizens a fair access
to the services.

This way, any risk of monopolization of the service is avoided, in so far as
access, just like it used to be, is actually regulated by the municipality.

Parmainfanzia is just entitled to submit a modification of the tariffs to the
Municipal Assembly, namely the competent body that can evaluate these pro-
posals and decide consequently.

The typology of services supplied is in primis the same that was traditionally
supplied by the municipality.

Furthermore, other strategic services have been developed, adding actual
value to the previous municipal management of the service and this has been
possible thanks to the high professional competencies (both specialist and man-
agerial), of Pro.Ges.

These additional services recently created are “company kindergartens”,
“domiciliary and familiar educators” and “advisory services”.

All of these are projects of common interest, which Pro.Ges was already

Table 11.3 Cost comparison between in-house provided and Parmainfanzia services

Full cost for child* In-house municipal production Parmainfanzia

Kindergartens C801 C622
Nursery schools C548 C402

Notes
* Costs calculated when Parmainfanzia was first established.
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experimenting, and that the municipality would not have been able to start
alone.

The municipality has the possibility to involve the company interested in the
service, in the subvention and the management of the service, simultaneously
creating further places for children in its relative territory, at less cost.

Indeed, Pro.Ges allows a better and more varied provision of services, sup-
porting initiatives of different entities.

Different forms of organizational innovation have been implemented:

1 supply of existent services to new targets that, because of the restrictions
previously affecting the municipality, were not able to have access to the
service;

2 qualitative improvement of existent services, for example by extending the
opening time of the structures;

3 new services to existent targets, as with the domiciliary educators;
4 completely new services to new targets, as the advisory services offered to

other public and private operators of the sector, or the recently founded
Research Centre.

Moreover, the autonomy of the new company permits the “de-bureaucratization”
of certain administrative procedures still pertaining to the municipality, so that with
Parmainfanzia the ability of the authority responsible for the services to answer
quickly to the changes of a fast developing market is improved.

The fact that through Parmainfanzia the municipality is taking part in calls
for tenders and other activities that it would have not been allowed to do alone
(as these activities are not provided for in its Statute), stands as an example.

This is also what is enhancing the visibility of the municipal educational
model outside the city, one of the goals of the mixed enterprise.

The latter actually aimed at the creation of a “pedagogical brand” that could
value the experience of the municipality, through the private partner, also
beyond the city boundaries.

In short, a sort of “co-branding” activity, where the municipality exploits the
visibility, in organizational and managerial terms, of a leader of the sector such
as Pro.Ges.

In reality, this model of co-enterprise did not produce positive, manifest
effects immediately.

The advantages have been maturing over time and follow the positive out-
comes of the common operation.

Within the respective organizations of the partners, there were of course
initial resistances and inertias.

Indeed, within the municipality, the staff dedicated to the educational ser-
vices perceived Parmainfanzia as a competitor.

The members of Pro.Ges, on the contrary, were afraid they would lose auto-
nomy in the management of their services, with negative consequences for the
work dynamics within the cooperative.
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These concerns have been overcome thanks to the conscious adoption, within
the new enterprise, of a managerial and leadership style that, in terms of com-
munication and collaborative attitude, might be considered to be as transparent
and open as possible.

At the same time, inside the single organizations, there was an effort to
emphasize the positive approach managers and directors had to the new project,
in order to create and increase trust amongst the staff.

The dialogue between managers and collaborators dedicated to the imple-
mentation of plans has been stimulated; the personnel have been challenged,
consensus has been created.

As a consequence, spaces of uncertainty, which could in fact encourage con-
flicts, are almost entirely absent, mainly because of the choice to define the
respective functions precisely, without leaving anything vague.

Thus, some duties have to be undertaken by the public and the private partner
together, others have to be managed separately.

This clearly reinforces the conviction that there is a mutual need for each
other.

Hence, even potential tensions or misunderstandings (often of a political
nature), are overcome thanks to the fact that the parties agree and understand the
each other’s goals; goals that converge within the company and the choices
taken within the relevant bodies.

It can therefore concluded that there is a democratic participation in the
implementation of the policies of service delivery, with a clear definition of the
different duties of the two parties, coherently with the distinctive competences
provided by each one.
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12 The evolving state–third sector
relations in Turkey
From subservience to partner status?

Korel Göymen1

Introduction

The third sector (TS) is made up of all those entities that are not for profit and
not part of government, together with volunteer activities which sustain them.
These entities, nowadays, are major players/partners in different sectors and
areas of service provision, such as health, education, culture, housing, rural ser-
vices, sports and recreation. It should be emphasized from the start that there is
no agreed upon single term or definition to refer to these entities. Among others,
the terms civil society and non-profit sector are frequently used interchangeably.
In this study, though acknowledging the extensive discussions on the subject and
recognizing the important nuances/differences in the content and coverage of the
various terms, nevertheless, for sake of convenience, the terms third sector, non-
governmental organizations (NGOs) and civil society will be used interchange-
ably. The main justification for this approach is that the interaction of all these
entities with the state can be handled within the same conceptual framework and
generalizations.

Two things are certain concerning the third sector. One, it is gaining further
recognition in most countries and its centrality to the well-being of society,
economy and polity is now widely accepted. Two, its relationship with the state
is most ambiguous and generates most concern and debate. The type of inter-
action of the third sector with the state has varied historically in different soci-
eties, and still does. This does not mean that the topic does not yield itself to
certain generalizations and commonalities. For instance, many claim that, histor-
ically, free associations have been integral to the conceptualization of cit-
izenship, social solidarity and collective action in Western European societies
(Harris, 1990; Lewis, 1995, 2004). Lewis (2004: 170–171), further suggests that
the interdependence of the third sector and state is crucial for the understanding
of European welfare regimes now. She adds that “in the more recent period of
welfare state structuring, TS organizations have once more come to the fore in
many countries as potential employees, and providers of welfare to the state”
(Lewis, 2004: 171).

The same type of development is also observed in Turkey, although she
comes from a different state tradition and cultural context. It is the aim of this



chapter to study the evolving state–third sector relations in Turkey, both to
determine where Turkish civil society stands on the subservience–autonomy
scale and interrelate these observations/evaluations to trends else where.

Theoretical discussions on state–third sector interaction

While one can easily talk about the recent resurgence of the TS, it is still gener-
ally portrayed as being subservient to the state, delivering services at the behest
of, and often under contract, to the state (Lewis, 2004: 171). Some, like Şimsek
(2004: 46) even believe that concepts such as civil society and the notion of non-
governmental organizations (NGOs) have been overused, causing ambiguities,
misunderstandings, stereotypical judgments and oversimplifications. Another
view is that:

oversimplification has often described the state and civil society as belong-
ing to completely opposite spheres. This implies that the state is a gigantic
and pervasive power the normal functioning of which is at least authorit-
arian, if not totalitarian. In modern societies, especially in non-western set-
tings . . . such a stark binary opposition is neither necessarily correct or
helpful.

(Beller-Hann and Hann, 2001: 32, quoted in Şimsek, 2004: 46–47)

Şimsek (2004: 47), further, warns us that civil society is not homogeneous
and consists of different types which may have variegated interests; and that
they often have internal contradictions and may exhibit authoritarian tendencies.
This warning is in order because neither the state (the various institutions repre-
senting it over different issues, often exercising “bureaucratic politics”) nor civil
society are monolithic structures and should not be treated as such.

Şimsek underlines two basic approaches within the wealth of diverse liter-
ature on civil society, namely “the liberal paradigm”, and “the critical paradigm”
(p. 50). According to Larry Diamond, a proponent of the “liberal paradigm”
(1994: 5), which Şimsek quotes (p. 50), civil society “is the realm of organized
social life that is voluntary, self-generating (largely) self-supporting,
autonomous from the state, and bound by a legal order and a set of shared
values”. This definition of civil society only partly fits the Turkish scene. Some
third sector organizations in Turkey, such as chambers of trade, handicraft,
industry and professional bodies of medical doctors, pharmacists, lawyers, engi-
neers, etc. have compulsory membership. Furthermore, some restrictive rules of
civil service (particularly the punitive ones) also apply to them. These so-called
“para-statal professional bodies” are good examples of “hybridity”. Also, most
Turkish third sector organizations are not even “largely” self-supporting, but are
dependent either on the state, international organizations, and/or northern NGOs
for funding (Skip Report, 2006a: 15,19).

A proponent of “critical paradigm”, Bjorn Beckman (1997: 3), again quoted
in Şimsek (2004: 50), argues that “the concept of civil society needs to be disen-
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gaged from its incorporation into a liberal theory of state-society relations,
where state and society are juxtaposed as separate and conflicting spheres and
suggests that it should be possible to talk about “patriarchal, Islamic, communist
and fascist civil societies” (Beckman, 1997: 2). It is only a step away to hypoth-
esize, based on these views, that different organizations of civil society, or the
same organizations at different times may be supportive of different regimes,
including non-democratic ones. Recent Turkish history and history of the third
sector in Turkey is supportive of this hypothesis. During the two military inter-
ventions, between 1960–1980, almost all of the third sector in Turkey, at least in
discourse, sided with the state, as then, represented by the military. Many
“secular” NGOs applauded when the military forced out of office the Islamist
government of Necmettin Erbakan in 1998.

Keyman and Içduygu (2003) also stress that “it would be a mistake to
attribute an ipso facto manner ‘positivity’ to civil society, insofar as it involves
not only democratic discourses, but also essentialist identity claims, voiced by
religious and ethnic fundamentalism, and arguing for reconstructing the state-
society/individual relations on a communitarian basis”.

Hampson (2003: 8) draws our attention to yet another sore point in
state–third sector relations and suggests that “state regulation of institutions of
civil society is problematic everywhere” and adds that “areas of activity most
susceptible to illegitimate interference by the state are the media, human rights
organizations, religious groups and organizations based on a common nationality/
ethnicity”.

Akarcalı (2003: 11) on the other hand, maintains that “activities of NGOs
should not be perceived as a threat to the state because their activities are not
against the state but complementary to it”.

Carothers (2000: 4), after refuting the idea that NGOs will one day replace
the state, advocates that “civil society groups can be much more effective in
shaping state policy if the state has coherent powers for setting and enforcing
policy. Good non-governmental work will actually tend to strengthen, not
weaken state capacity”. But, Akarcalı (2003: 11), in resigned manner, believes
that the Turkish state is not yet ready to involve civil society in policy and
decision-making, and pinpoints the problem as lack of transparent administra-
tion and difficulties in accessing information.

The general milieu of state–third sector interaction

The gist of that argument is that there is a marked statist orientation (étatism) in
Turkey, which stresses community over its members, uniformity rather than
diversity, and an understanding of law that emphasizes collective reason instead
of the will of membership (Heper, 1985: 8, quoted in Kalaycıoglu, 2002a: 67).
Such a statist orientation tended to view politics as leadership and education of
the “uncivilized” masses through the intervention of state or bureaucratic elites.
The “State” is suspicious of social groupings, associations and organizations of
all kinds that are not under its close surveillance. Hence, the reservoir of
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goodwill for freedom of association has been shallow. An interventionist and
distrustful “state” often leaves little room for any kind of vigorous social activity
and associability to flourish (Kalaycıoglu, 2002a: 68).

Nevertheless, it is possible to refer to “the legitimacy crisis of the strong-state
tradition” in Turkey since the 1980s. Turkish modernization, since the begin-
ning of the Republic, has been characterized by and has given rise to the
“strong-state tradition”. This tradition means, first, that the state has assumed the
capacity of acting almost completely independent from civil society; second,
that the state, rather than the government, has constituted “the primary context
of politics”; and third, that the state has been involved in the process of the pro-
duction and reproduction of cultural life. However, since the 1980s, the emer-
gence of new actors, new mentalities and the new language of modernization, as
well as democracy as a global point of reference in politics, has made culture
and cultural factors an important variable in understanding political activities.
Thus, the call for democratization as the main basis for the regulation of the
state–society has become the global/local context for Turkish politics. This
means that new actors acting at the global/local levels and calling for democrat-
ization have confronted the privileged role of state at the national level (Keyman
and Içduygu, 2003: 223).

In spite of this confrontation, due to the remnants of the state tradition,
Turkey still does not nurture a fertile environment for civil society. Under the
circumstances, one does not necessarily expect to find much evidence of asso-
ciability and civic activism. However, the ideal typical representations of
state–civil society relations often do not match the complexity of the socio-
political reality. What is meant by this is that although traditions matter, political
structures and behaviour tend to change over time (Kalaycıoglu, 2002a: 68).
This is what is happening in Turkey now.

Kalaycıoglu (2006: 251), claims that although there is a strong state tradition
in Turkey, the actual strength of the state is at best dubious. A better way of
defining the state according to him, is as coercive (ceberrut), and even arbitrary,
rather than strong. It seems as if it is not the strength, but the relative weakness,
of the Turkish state that constitutes an impediment to the development of civil
society. This weakness leads to a lack of regulation, extraction and distribution
capabilities of the state, which renders the state elite (centre) somewhat vulner-
able and fearful of the dissatisfaction of the masses (periphery).

The image of the state in Turkey is ambivalent, both punishing and reward-
ing. It is small wonder that the Turkish state has come popularly to be referred to
as the “Papa State”. When challenged, it turns into a nasty and cruel (ceberrut)
mechanism of suppression; but when socio-political forces cooperate with it,
there is much to be gained from its benevolence (Heper, 1985: 103, quoted in
Kalaycıoglu, 2006: 250).

Sunar enriches the discussion by stating that Turkey seems to demonstrate the
outlook of a “passive-exclusive state”, defined as a state that “resists the entry of
disadvantaged groups in the official domain of the state regime but neither
combats nor promotes civil society”. He further argues that the passive-
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exclusive state does not have the same attitude towards all groups in civil
society. For instance, the Turkish state allows organization of economic groups,
or associations based on gender; but it is watchful of religious associations and
actively resists associability on the basis of cultural ethnicity. The passive-
exclusive nature of the state reinforces its relative weakness. A weak state
extends its resources and boosts its capacity by ignoring large swathes of civil
society, which it is not, in any case, able to regulate and control. Accordingly,
only those associations that are perceived as bent on sedition and radical con-
spiracy, and hence deemed to be security risks, are seriously monitored, prose-
cuted or suppressed. The rest are either simply left alone or cooperatively
engaged (Sunar, 1998: 370).

Evidently, a problem emerges for ethnic and religious non-conformists who
would like to have recognition, respect and representation within the political
system. The problem is that they want these on their own terms, without adapt-
ing to the rules of the political game. The Kurdish nationalists, for example,
demand a political voice and recognition in the fullest sense. Religious radicals
demand representation and respect in all institutions of the political system,
however much they contest and condemn the rules and regulations of the institu-
tions they operate under. The state, on the other hand, demands that the “non-
conformists” first accept and fully internalize the principles of the Republican
system, the constitution and the laws, and the related rules of the political game.
So there ensues a crisis in the political participation to which a compromise
solution is nowhere in sight (Kalaycıoglu, 2002b: 262).

Kalaycıoglu, like Sunar, also stresses the differential treat of the state. The
dramatic experiences with the earthquake of 1999 clearly indicated that various
civil initiatives, and especially the self-help associations, enjoy widespread
popular support in Turkey. There is scant evidence that self-help organizations
are considered with suspicion either by the authorities, or by the people at
large. Solidarity associations (such as the beautification organizations (güzelle-
stirme dernekleri), regional solidarity associations (hemsehri dernekleri),
mosque-building societies (cami Yaptirma cemiyetleri) and the like are hardly
at risk. Although advocacy groups seem to receive rough treatment from the
law enforcement authorities as they challenge their authority, or suggest ways
to limit them, such treatment seems to give the impression of being sporadic
rather than systematic. Even among the advocacy groups, those that seem not to
be perceived by the law enforcement authorities as challengers of the raison
d’être of the republican regime and/or the indivisibility of the state, do not seem
to be necessarily harassed. In essence civic initiative and activism seem to be
gaining acceptance, rather than being brushed aside by the state institutions or
by the populace at large as Turkey nears the European Union (Kalaycıoglu,
2002a: 60).

The tragic and devastating events of 1999 have also led us to think of civil
society organizations seriously. The Marmara Earthquake on 17 August, 1999,
destroyed a large portion of the most developed industrial region of Turkey,
causing almost 20,000 deaths and thereby creating one of the most tragic events
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of the century, and then there was the Düzce Earthquake on 12 November.
These two disasters made it very clear to Turkish people the strong state is in
fact very weak in responding and coping with serious problems. This failure of
the Turkish state to respond quickly to crisis situations have given rise to a
common belief among people that civil society organizations and a more partici-
patory political culture are necessary for the efficient and effective solution of
various problems confronting Turkish society (Keyman and Içduygu, 2003:
227).

There are also a number of problems associated with the culture, values and
self-image of civil society entities. Although, in discourse they seem to have a
universal outlook, “paradoxically, most of the civil society organizations in
Turkey, in fact, see globalization as ‘a process to be resisted in the long run’ or
as ‘a problem to be seriously dealt with in order to make its impacts positive for
Turkish society’. In other words, the general intellectual discourse of civil
society, which sees globalization as one of the contributory factors for the devel-
opment of civil society organizations in Turkey, does not correspond to the way
in which civil society organizations themselves speak about the utility of global-
ization. In other words,

civil society organizations appear to be “quite skeptical” in the way in
which they approach the question of the long-term impacts of cultural glob-
alization. This skepticism sometimes operate in a strong fashion, to the
extent that globalization is seen as nothing but a new form of imperialism
creating undemocratic power relations in the world on behalf of rich coun-
tries. Sometimes, it takes the form of seeing globalization as an objective
reality that produces both positive an negative impacts; positive in the sense
of confronting the power of the strong state and creating a platform for the
protection of civil rights, and negative in the sense of supporting the liberal
hegemonic vision of the world, based on free market ideology.

(Keyman and Içduygu, 2003: 228)

Keyman and Içduygu claim (2003: 228), this is a “boundary problem”; that
is, to what extent civil society organizations in Turkey are in fact operating as a
“civil society organization” in terms of the scope and the content of their activ-
ities, their relation to the state, and their normative and ideological formations.
The general definitional discourse on civil society in Turkey finds the institu-
tional distinction between the state and society as a “sufficient condition” for
thinking of organizations taking place outside the boundaries of the state as civil
society organizations. However, this definition does not involve two important
criteria, used in the literature to define civil society organizations, namely, that
they are issue-specific organizations, and that they are not interested in creating
or supporting ideological societal visions. In fact, most of the democratic civil
society organizations in Turkey (as they are popularly referred to by the “left” of
the political spectrum), have an ideological platform and are active in the polit-
ical sphere.
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When we approach civil society organizations in Turkey on the basis of
these two definitional criteria, we see that most of them act to the contrary,
that is, their activities are not issue-based in scope and content; instead they
are embedded in big societal visions. First of all, there are civil society
organizations whose activities are framed, to a large extent, by big societal
visions, such as, Kemalism, a modern Turkey, the protection of contempor-
ary civilized life, the secular-democratic Turkey or Islamic order, Islamic
life, a socialist Turkey, and Kemalist Women, to name a few. Second we
see that while civil society organizations institutionally are situated outside
the state, they can have strong normative and ideological ties with state
power.

(Keyman and Içduygu, 2003: 228)

We had mentioned that traits of culture and individual/institutional values are
of great importance. Cooperation and solidarity among members of civil society
organizations emerges only if they can trust each other, and show civic tolerance
towards one another. A minimum of interpersonal trust is needed for total
strangers to become partners in an economic corporation, a philanthropic organi-
zation, a self-help group, or a neighbourhood watch group. Interpersonal trust is
the cement that holds a gathering of individuals together in a voluntary associ-
ation. Social tolerance for dissenting opinions, views, ideas and even lifestyles is
required for different groups and gatherings to differ yet co-exist in a competit-
ive or even a conflict-ridden milieu, which is the case in most societies. There-
fore, it is essential that, members tolerate other associations and groups of which
they disapprove, dislike, or oppose (Kalaycıoglu, 2002a: 63).

When we examine the level of interpersonal trust it seems as if nine out of ten
people in Turkey do not trust their fellow human beings. It is probably no
coincidence that, since the rapid development or capitalism in the 1950s most of
the successful corporations in Turkey have been “family firms”. Under these cir-
cumstances primordial ties (lineage, regional bonds, marriages etc.) emerge as
the only bases on which partnership can be established. Consequently, civic
associations come to be marred by the cultural impediment of lack of interper-
sonal trust in Turkey (Kalaycıoglu, 2002a: 64).

Associational life in Turkey, therefore, is still influenced by blood ties
(akrabaglik), marital religions (hısımlik), and local or regional solidarity (hem-
sehrilik) bonds created among men in military service (askerlik) and through
religious orders (tarikat). Successful partnerships appear mostly to stem from
such primordial or traditional ties. Moreover, effective linkages to institutions of
political power are still activated through ties of this kind. Urbanization and
social mobilization have eroded some of those primordial/traditional ties, yet
their presence is still widely noticeable (Kalaycıoglu, 2002b: 269).

Turkish culture also appears to be characterized by lack of social tolerance
for dissent. Values surveys indicate that most respondents do not express toler-
ance of neighbours who seem to have a lifestyle that deviates from their own.
Such shallow social tolerance induces voluntary associations to function with
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few members, who “look and act alike”. A plenitude of voluntary associations
emerges with low participation and a proclivity for viewing the rest of society as
untrustworthy, and intolerable. Nor do voluntary associations evince an eager-
ness to engage with other voluntary associations, deliberate issues with them or
cooperate and coordinate their activities to promote joint goals (Esmer, 1999:
87–90).

On the other hand, values surveys indicate that feelings of political efficacy
are rather strong and widely distributed in Turkey. Some effective associations,
like the Turkish Businessmen and Industrialists Association (TÜSIAD), the
Confederation of Turkish Trade Unions (Türk-Is), and the Turkish Union of
Chambers and Stock Exchanges (TOBB) often benefit from their cooperation
with the state, rather than cooperation with other voluntary associations to pres-
sure the state. What Turkey is experiencing is not only a fragmented civil
society, but one consisting of voluntary associations that are better at rivalry
than mutual cooperation. As a rule, voluntary associations do not seem to con-
sider the state as an adversary, but rather an ally to be mobilized against their
competitors. So, voluntary associations tend to campaign for state attention, sub-
sidies, and assistance, while seeking to eliminate or eclipse their closest rivals
(Kalaycıoglu, 2002a: 61–63).

Only a few associations however, have such capacities, or access to sizeable
political resources like votes, wealth or information. The vast majority are too
small and under-resourced to matter to most political parties and elites. Their prin-
ciple opportunity to exert influence depends on the willingness to form enduring
coalitions with other voluntary associations, and thereby enhance their access to
political resources (from finance to public participation in civic initiatives and
elections). However, this brings us to another debilitating hurdle: civil society
seems to be made up of fragmented and fractionalized voluntary associations
involved in constant rivalry among themselves. This allows the state to have a
passive-exclusive attitude towards the associations (Kalaycıoglu, 2002b: 269).

Impediments to state–third sector partnership

Other than obstacles in the path of state–third sector collaboration, emanating
from the political/administrative culture and legacy, there are also structural,
institutional, management impediments which also have to be overcome. There-
fore, there is a lot to be done, on the part of Turkish third sector entities and state
institutions to prepare them for meaningful and effective collaboration. A
recently conducted survey (Skip, 2006a, 2006b), attests to this need. Major find-
ings of this comprehensive survey has been summarized below.

Present state of Civil Society Organizations (CSO)

• The situation generally reflects a low level of communication and coopera-
tion between CSOs both within Turkey and with other international coun-
terparts and networks. In terms of connectedness, 90 per cent of CSOs
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report limited connections with outside Turkey, and limited connections
with other Turkish CSOs. Existing connections are largely based on per-
sonal relations between the leaders of CSOs.

• While an increase in the number of networks of CSOs is observed, for
example, among disabled persons’ groups, women’s groups, environmental
groups, and most recently, human rights groups, there are very few regis-
tered CSO “umbrella” organizations. Only trade unions and chambers and
professional associations are fully organized under umbrella organizations,
and they are quite active.

• CSO networks advocating policies regarding freedom of thought and
expression are perceived to be the most active and successful.

• Alternatives to umbrella organizations are flexible alliances or platforms.
Such platforms exist e.g. environmental platforms, women’s groups plat-
form, the “Democracy Platform”, youth platforms and various union federa-
tions/confederations representing common interest.

• CSOs fulfilling some social charity functions such as education campaigns,
disaster-related search and rescue activities, health scans, childcare/fertility
studies etc., are better supported by the authorities, media and the people.

• The third sector of Turkey generally seems to be rather dispersed and
disorganized. There are some exceptions like the platforms on social dia-
logue, human rights, disabled persons’ rights, ethnic culture, environmental
and women rights, and some mostly charitable foundations.

Observations related to legal developments and state practices

• The Law on Associations and ensuing regulations were modernized and a
similar modernization of the Law on Foundations has just been concluded.
As a result, convergence has taken place, reducing the difference between
an association and a foundation, in legal status.

• In terms of representativeness, there remains a perceived difference, with
government officials lending a higher degree of representation to a Chamber
or Foundation, not, least due to the social and historical status. The estab-
lishment process of foundations is also seen as making this organization
form less prone to political influence.

• In relation to the legal framework for decentralization, the Laws on Munici-
palities, Metropolitan Municipalities as well as Provincial Special Adminis-
trative Units now contain provisions for collaboration between
municipalities and CSOs. However, overall, it is a fair assessment that the
government is basically still functioning through the central control of the
ministries and the Prime Ministry. Government representation through their
extensive regional and local structures (at district and sub-district level) is
still by far the most dominating element in local health, education, labour,
social care, and economic development.

• There is a lack of single governmental strategic focal point regarding civil
society development in Turkey. The absence of a programmatically based
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strategic approach largely leaves the extent and practice of civil society
inclusion up to the individuals in the responsible directorates and ministries,
without a set of rules as to terms of collaboration.

• In terms of relations with civil society, pivotal are the State Governors at the
provincial level. Not only do the governors play a role in policy execution,
for example, registering trade unions, chairing the Foundations for Social
Assistance and Solidarity, but in several instances the governor is instru-
mental in even convening regional civil society platforms.

• The relative weakness of national CSO structures has led to a dilemma con-
cerning civil society autonomy. It seems that some CSOs and key founda-
tions seem to exist to justify government policy. On the other hand, human
rights organizations pull the other way, maintaining a critical attitude
regarding governmental policies. The risk emanating from both attitudes is
of course, that mutual trust can not be established and civil dialogue cannot
be maintained, in this atmosphere.

CSO perceptions of the new milieu

• Many CSOs are cautiously optimistic about the emerging legal environment
for civil society. A majority of respondents to the survey claim that the reg-
istration process of CSOs is generally fair, inexpensive, fast, easy and
according to law.

• CSOs are less satisfied with the level of government interference with their
activities. A majority report that government continues to meddle into CSO
affairs and activities (36 per cent report these are somewhat common, 33
per cent report that they are quite frequent). Among the most common com-
plaints was the point that CSOs, particularly trade unions, are often pre-
vented from organizing protests and/or boycotts, and strikes.

• In addition, laws and regulations continue to include vague language,
increasing the discretionary powers of government authorities. Although
CSOs continue to highlight positive political will, they are sceptical about
implementation. Many complained that state officials do not treat CSOs
equally. It is frequently noted that oppositional CSOs, which are not in par-
allel with state policies and ideology, are ignored or marginalized whereas
those sympathetic benefit from positive discrimination. Therefore, most
CSOs do not find the state reliable and accordingly healthy communication
cannot be developed.

• On the other hand, it should be noted that CSOs generally find collaboration
with local government easier. Organizations active in fields such as environ-
ment have better relations with the general and local public authorities.

Limited policy impact of CSOs

According to recent case studies deficiencies in impacting public policy can be
ascribed to:
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• Few CSOs have this aim; narrow and short term policies supplant strategic
planning engendering lack of citizen respect and trust of CSOs.

• CSOs lack skills and capacity to launch and pursue successful campaigns to
influence and inform public opinion.

• CSOs are ineffective in organizing coalitions for joint advocacy initiatives,
which weakens their ability to be effective, and they lack mechanisms to
disseminate information.

• The State has rarely provided CSOs with the space or the opportunity to
influence policy and as such, even successful attempts and campaigns have
rarely had any impact on joint policy-formulation.

Constraints for cooperation between the state and third sector

Major findings of the Training Needs Assessment Skip Report (2006a: 6–7) are
as follows:

• First, there is a big gap in the willingness for cooperation expressed by
public sector managers in public speeches and the actual levels of coopera-
tion in reality. This means that there is a difference between policy and
practice.

• Second, although there is plenty of evidence of informal arrangements for
cooperation, there are only a few examples of formalized cooperation. It
would appear that the driving attitude of the public sector is to encourage
and support informal cooperation, but to avoid entering into any legally
binding forms of partnership or arrangements that may lead to the authori-
ties being held publicly accountable.

• None of the NGOs contacted for this study had any experience of being
directly involved in policy development or the prioritization of local devel-
opment planning. Their main preoccupation is with service delivery, rather
than one of advocacy.

• In the instances where the informants remarked on evidence of organized
civil society participation in setting local development plans, they also
reported that the mechanisms for such cooperation are purely advisory and
are lacking in any authority. Thus, local development committees tend not
to be taken very seriously as their decisions are usually not binding.

• The public sector tends to sign up to partnership projects with CSOs
working at mostly national level and only with well-known reputable ones.

• Public sector officials are often suspicious of the “real motives” of CSOs,
attesting to the general problem of the lack of trust in Turkish society.

• There is a mutual problem of unfamiliarity, on the part of CSO representa-
tives with state practice and conversely about “CSO culture” of government
officials.
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Recommendations for better cooperation

• At the local level, to establish a single contact person or focal point to assist
in the coordination of inter-sector partnership. This person/unit would help
to build relationships between NGOs and the public sector, as well as pro-
viding a database of partnership opportunities.

• The concept of NGO should be clearly defined to those in decision-making
positions within the public sector. Similarly, NGOs themselves should make
a concerted effort to both explain their missions and actions to the public
sector and to encourage the public sector to get involved in any communica-
tion networks that they set up.

• NGOs with different, but related objectives should try to come together in a
larger coalition.

• Organizing workshops where different NGOs and public sector (both in
local and central level) can come together for sharing experiences related to
project assessment, project design and preparation, joint proposal writing
and resources mobilization, and implementation.

• Activities should be undertaken to ensure a better understanding amongst
grassroots organizations of the local frameworks of NGOs and the laws
effecting cooperation.

The following select cases of state–third sector collaboration in Turkey have
been realized within this milieu.

Select cases of state–third sector collaboration

Case 1: community centres for social care and child protection

Community centres under the Directorate of Social Services and Child Protec-
tion Agency (SHÇEK) are designed to address social problems of selected local-
ities. Rapidly modernizing urban areas are the focal points. Participation of
municipalities and CSOs in the establishment and the planning and execution of
the activities of the community centres is governed by regulations, requiring that
they carry out their activities in collaboration with local governments, public
authorities, universities and CSOs.

Typically, community centres deal with a large number of care and social
integration problems. Sensitivity creation and training is an important activity of
the centres. Courses on pre-natal and post-natal care, home economics, literacy,
gender rights are central activities as well as counseling of different groups at
risk. The centres typically also have special programmes for children and youth,
they also organize, self-help and solidarity networks in the local communities
for the promotion of social integration.

Community centres are usually formed through a protocol between at least
three parties. For example, for the Ankara Şafaktepe Community Center, a three-
party protocol between SHÇEK, the Mamak Municipality and Union of Turkish
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Women has been signed. The same formula is used for the Antalya Şafak
Community Center between SHÇEK, the Antalya Rotary Club and Kepez
Municipality. In this arrangement, SHÇEK, representing central government,
and municipalities, representing local government provide legal legitimacy and
funding; whereas the CSO provides local insight, volunteer personnel and some-
times, also funding.

Case 2: urban housing – the Batikent Project

The very rapid rate of urbanization in the aftermath of the Second World War
(averaging around 7 per cent per annum), besides creating severe inadequacies of
infrastructure and services in cities, also led to the emergence of unplanned, irreg-
ular and illegal squatter-type of housing (called gecekondu in Turkish, literally
meaning built overnight). This emergency situation necessitated quick and prac-
tical solutions in the form of planned mass housing. One pioneering project was
the Batıkent Project (meaning the city in the west) in Ankara. This gigantic
project (targeting construction of 55,000 units), had three main components/part-
ners; the municipality responsible for acquisition of the land and its planning;
housing cooperatives to mobilize and organize the demand; and private enterprise
responsible for actual construction. In this cooperative scheme, the municipality
provided legality and legitimacy; the cooperatives mobilized the savings of their
members (which naturally proved to be inadequate since the project targeted low-
income residents, so “bridge-credits” were obtained from the European Resettle-
ment Fund); and private enterprise, which provided technology and know-how.
The project was successfully concluded three administrations later (approxi-
mately 15 years, between 1978–1993), creating an integrated urban region with a
population of 300,000. The union of cooperatives (Kent Koop), developed into a
national structure, initiating several similar mass housing projects in different
parts of Turkey. Most of the participating private companies, based on the pres-
tige and experience that came with Batıkent grew into the most prominent devel-
opers in the country. The role of private enterprise (construction companies), and
civil society (housing cooperatives formed with the active participation of labour
unions, associations, professional bodies) included participation in the decision-
making processes of the project. Decisions pertaining to density, type of housing,
services on site, credit conditions and management of the site, were taken jointly.
Another novel aspect of the project was that housing cooperatives were trans-
formed into management units of neighborhoods once their members were settled
in their new homes. Thus, Batıkent became a successful example of
public/private enterprise/civil society collaboration, which has been frequently
replicated since (Göymen, 1981).

Case 3: Dikmen Valley Urban Regeneration Project

A good example of deliberative democracy and public-private collaboration has
been provided by the Dikmen Valley Urban Regeneration Project, implemented
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in the capital city of Ankara, in the 1990s. In certain parts of Ankara, a type of
dualism manifested itself with irregular, unplanned, lower quality dwellings
(gecekondu) encroaching prestigious sections of the city. This situation not only
meant lower living standards for “gecekondu” people, but serious shortages of
infrastructure (no land available for new schools, hospitals, parks, childcare
centres etc.) and degraded environmental standards for all. So, the metropolitan
municipality initiated a participatory planning/implementation project under the
concept of “project democracy”. The then mayor, Mr. Karayalçın described
“project democracy” as the “involvement of all those to be affected by a particu-
lar project” in all aspects and stages of the project, not only in a
requesting/demanding position but actually as a decision-maker (Karayalçın,
1990). The main instrument utilized to facilitate such participation was a “joint
decision-making committee”, bringing together planners, municipal officials,
neighborhood muhtars (elected headmen), representatives of housing coopera-
tives and other civil society organizations in the area and private construction
companies (Bademli, 1990; Karayalçın, 1990; Kuntasal, 1993). The stakeholders
in this case (around 10,000 inhabitants living in the gecekondus, in rather primi-
tive conditions) were represented by housing cooperatives formed for this
purpose. The main idea of the project was that gecekondu dwellers would
consent to the tearing down of their single-storey houses to be replaced by new
modern semi high-rise, larger apartments. Until the new buildings were com-
pleted, they would move away (with support from the municipality, in cash or in
kind) and agree not to seek expropriation compensation. The new buildings, as
well as some social and physical infrastructure, would be built by private enter-
prise, which would recover the cost by selling on the market the additional
apartments allocated to them after all former residents of the area were settled.
The project was completed in the early 2000s; former residents are settled in
their new homes; private enterprise has sold most of their allocated apartments;
green areas have been extended considerably, creating a “green corridor” in the
heart of Ankara; service standards and social infrastructure have vastly
improved, eradicating the social/physical duality in this part of the city. During
this process, true to the spirit of deliberative democracy, all stakeholders fully
participated in different phases of the project, preparing the agenda, initiating
debate, contributing to both plans, construction, landscaping and managing con-
flicts. The success of the project led to initiation of similar projects and rein-
forced faith in public–private–CSO collaboration (Göymen, 2002).

Case 4: role of Turkish NGOs in Turkey’s integration with the
European Union

Civil society organizations have started playing important roles also in inter-
national relations. One such case is their contribution to EU–Turkey relations.

In candidate countries, civil society organizations act in two different ways.
On the one hand, they transmit the major economic, political and social dynam-
ics of the EU to their countries and create the necessary environment for the
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transformation of the state and society in line with the values of European
integration. On the other hand, they try to influence EU decision-making
mechanisms and lobby for the acceleration of the process from the EU side.
However, it is important to note that these functions are not valid for the Euro-
sceptic and anti-EU civil society organizations (Seyrek, 2005: 198).

Relations between Turkish civil society and the EU actually have two dimen-
sions. On the one hand, the EU has been supporting the development of civil
society organizations in Turkey as an important element of a working demo-
cracy. On the other hand, since many Turkish civil society organizations see EU
membership as a catalyst for a more democratic and modern country, they have
been supporting the integration process of Turkey to the EU. In this sense, there
is a reciprocal collaboration in the nature of this relationship (Seyrek, 2005:
199).

The integration process and the EU itself have played a significant role in the
development of Turkish civil society. Changes in the legal framework, social
structure and mentality throughout the integration process have created the
necessary environment for such a development. Taking into consideration
the recent enlargement process, such a development has become more visible in
the case of Turkey (Seyrek, 2005: 200).

Civil society organizations have influenced the integration process in two dif-
ferent ways. First, while working in their own specific area, such as human
rights, they also use European standards, namely the Copenhagen Political Cri-
teria, as a base for their efforts. Within this context, reforms in Turkey were
strongly supported by civil society organizations campaigning for progress not
just for the EU integration process itself but also for socio-political development
of Turkey. Second, various civil society organizations have started to play a role
in putting pressure on the government, in monitoring the integration process in a
comprehensive way and in giving technical assistance in some instances.

Turkish civil society has a significant role as independent sources of informa-
tion on the socio-political situation of the country, implementation of the
reforms in compliance with the Copenhagen Political Criteria and other prob-
lems dealing with the integration process. The European Commission finds it
easier to evaluate a situation and implement relevant policies if it has access to
several different perspectives. Consultations can thus be said to contribute to the
efficiency of the system and civil society organizations are thus important tools.
Sometimes, critical views expressed by these organizations during such consul-
tations create conflicts with the government, accompanied by accusations of
“betrayal of national cause”. Nevertheless, there are more cases of collaboration
between the state and third sector related to EU issues than conflict.

Conclusion

The main conclusion which comes out of this study is that although the Turkish
third sector has made considerable progress on the subservience–autonomy scale
in its relations with the state, partnership status, quantitatively and qualitatively
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has not been reached. It is also an open question for other countries whether full
autonomy vis-à-vis the state has been achieved, is possible and, for that matter,
desirable. On the other hand, there is no denial that, countries which come from
a more liberal political/administrative tradition, have succeeded in establishing a
variety of mutually beneficial partnerships with the state. There are a number of
inhibiting factors and impediments for Turkish third sector in achieving an
autonomous position and dealing with the state, on equal footing. The main obs-
tacle is the political/administrative culture, which does not seem to nurture a
fertile environment for civil society. The centralist, etatist tradition stresses
community over free citizens; favours uniformity rather then diversity; exalts the
almost “holy” state and expects conformity and subservience (Heper, 1985;
Kalaycıoglu, 2002a).

This state is suspicious of social groupings, associations and organizations of
all kinds that are not under its close surveillance. Admittedly, state dealings with
and response to various CSOs are differentiated, depending on their “trustworthi-
ness” and proven loyalty. In the debate, whether the state in Turkey is strong or in
reality weak but suppressive and arbitrary because it is weak, the latter position
seems to be more valid (Kalaycıoglu, 2006). But, whichever the case, a “passive-
exclusive” state resists the entry of certain “suspicious” groups in the official
domain of the state regime, but neither combats nor promotes the rest (Sunar,
1998). To make matters worse, various surveys show that, a major ingredient of
healthy civil society, interpersonal and inter-institutional trust, is low in Turkey,
constituting a major obstacle to associability, except among those with primordial
or traditional ties (Kalaycıoglu, 2002a). Turkish culture also appears to be charac-
terized by lack of social tolerance for dissent and deviation from standard
lifestyles and behaviour. This results in CSOs with limited “look and act alike”
type of membership; with a tendency to view the state and the “other” with suspi-
cion; not exhibiting an eagerness to cooperate with the state or other CSOs, only
on the basis of common goals (Esmer, 1999). Thus, it is possible to claim that
some basic conditions for the healthy development of the third sector do not fully
exist in Turkey. Furthermore, one can add that some societal values and aspects of
political culture, as mentioned above, are not fully supportive. On the other hand,
there is no denial that considerable progress has been made since the Second
World War. The transition to a multi-party system and pluralization of polity and
society; the emergence of a dynamic local government system, partially counter-
balancing the etatist “centre”; speedy economic development and creation of a
middle class and an entrepreneurial culture; budding of CSOs; and last but not
least, conferral of candidate status of the European Union, thus making Turkey
open to this potent impact, have all contributed to the dawning of a more con-
ducive atmosphere for the third sector. Recently, there has been a proliferation of
new legislation, generally affecting the third sector positively. Thus, some of the
technical hurdles seem to have been eradicated on paper. But, these positive
changes in legislation are not fully reflected in practice. There is considerable
opposition and “foot dragging” on the part of the bureaucracy, responsible for
implementation. Once again, this shows that institutional culture is slow to change.
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The new, relatively “open” and liberal atmosphere in Turkey has given rise to
a type of “legitimacy crisis” of the state. Formerly, there was one type of
“modernity”, as expressed and represented by the state, but now in the new “dis-
cursive space”, as Keyman and Içduygu (2003) label it, there are alternatives.
Turkish third sector organizations feature prominently in this “discursive space”,
and propagate their own versions of “modernity”. They frequently challenge the
“statist” tradition in the process and voice their own democratic/religious/
etnonationalist/essentialist identity claims. The point to underline here is the
sometimes anti-democratic nature of these claims, expressed by some of these
circles, in denial of the basic constitutional tenets, not accepting the “basic rules
of the game”.

On the third sector scene, there are more problems to be solved, and to facili-
tate better collaboration between state and third sector organizations more
hurdles “to jump over”. First of all, there seems to be a lack of clarity in the
mission, purpose, and priorities of many CSOs. Several of them do not exhibit
all the features usually associated with CSOs; and are para-statal or hybrid at
best. Most of them, have a weak financial base and can mostly survive thanks to
various forms of state, international organizations, EU, and/or Northern NGO
support. This is hardly an atmosphere conducive to “autonomy”. Furthermore,
there seems to be more rivalry than cooperation among third sector organi-
zations; therefore, networking is limited. These characteristics do not make
Turkish third sector organizations ideal potential partners of the state. On the
state side, there is a general reluctance to collaborate with the TS, unless it is
absolutely necessary. This is largely due to the institutional culture which has
been discussed, but also due to lack of knowledge of opportunities, possibilities,
and the synergy that can be created. Another contributing factor is lack of clarity
which regards respective responsibilities and accountabilities. All these seem to
have been partially surmounted at the local level, as most of the cases presented
illustrate. There is now added incentive to form partnerships, through EU
funding, which envisages collaboration of various stakeholders, toward common
goals.

This study is an attempt to “photograph” the present-day scene in Turkey,
regarding state–third sector interaction. Needless to say, this is a “moving”
picture, set in a dynamic, ever-changing milieu. It is difficult to prophesize in
which direction, on the subservience–autonomy scale things will develop,
although, for the time being, there is reason for optimism. The future orientation
of the third sector in Turkey will much depend on the inculcation of new societal
and institutional values supportive of it, through socialization, the educational
system, and extensive training.

Note

1 Dr. Göymen is professor of political science and public administration at Sabancy Uni-
versity in Istanbul (goymen@sabanciuniv.edu).
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13 The uneasy partnership of the
state and the third sector in the
Czech Republic

Pavol Fric

Introduction: third sector internal heterogeneity

As far as we can speak about cooperation between state and third sector, first of all
we should realize that the third sector is not a unified or fully concerted collective
actor. The quality of the collaboration on a large scale therefore depends on the
variability of NGOs and their collective representatives. Insofar we can speak
about the partnership between state and third sector, we should know what the
basic features of the Czech third sector internal heterogeneity are. To answer this
question we should go back to the communist era of the sector “development”.
Under the communist regime the overwhelming majority of independent NGOs
were either closed down or centralized and fully under the control of the commu-
nist party and the state. These state-owned organizations were those, where the
communist government, in line with its ideology, felt the need to guarantee – by
law – that the “working people” would be provided with some services (above all,
social or healthcare ones), or, wanted to use them for its own political benefit
(mostly in the area of schools). The state maintained “non-profit organizations” –
so-called budgetary and contributory organizations (ROPO) – still exist and
compete with NGOs in their activities. In the welfare areas, where they are most
active, they represent the dominant form of providing services and managing
problems of citizens. Another key factor of the communist-era heritage is the split
of the Czech third sector into the so-called old and new NGOs. The old organi-
zations are those with roots in the communist period, while the “new” NGOs have
emerged since 1989. From a quantitative perspective, the new NGOs are clearly
much more numerous while the old NGOs can boast a considerably larger number
of members (Fric, 1998). The old organizations are concentrated in professional
advocacy, sports, recreation and leisure, while the “new” NGOs dominate in areas
such as human rights, environment, and health or social services.

Literature dealing with the third sector generally distinguishes between two
basic types of NGOs: service and advocacy. The first type focuses its attention
primarily on providing services of various kinds; they cooperate or compete
with commercial or state organizations providing similar services and try to hold
their own by means of the efficiency and quality of the services offered. The
second type concentrates chiefly on defending the rights and interests of various



groups of people (or public interests); it seeks to influence the decisions of
public administration and it mobilizes the general public in support of its
demands. In these activities they interact both with representatives of the public
administration and with political parties and various interest groups.

The following figure is an attempt to illustrate the internal heterogeneity of
the Czech third sector by means of typology using the two basic dimensions of
the activities of NGOs in society: type of activity and type of interest pursued.
By combining them we obtain four types of NGOs, which have, as we will see
later, markedly different relations with the state. The first type is represented by
“service mutually beneficial organizations”, the second by “service public
benefit organizations”, the third by “advocacy mutually beneficial organi-
zations”, and fourth by the “advocacy public benefit organizations”.

Vehicles of the first and third type are largely old NGOs. Vehicles of the
second and third type are largely new NGOs.

Basic theoretical approaches

Is a partnership between the state and the third sector possible? Why should the
state and the third sector cooperate? To answer these questions we can use
several theories. Insofar as it is possible to speak of partnership between NGOs
and the state, it is in two areas:

1 provision of services;
2 framing the political agenda.

The provision of services and the framing of the public policy agenda are at
the centre of several theoretical approaches. However, the present chapter will
seek to analyze the issue of partnership between the state and the third sector
chiefly from the standpoint of:

1 economic theories that concentrate more on the sphere of the service
provision;
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Table 13.1 Typology of NGOs in Czech Republic

Type of activity Type of interest pursued

Mutually beneficial Public beneficial

Service 1. service mutually beneficial 2. service public benefit 
NGOs sport, recreation, NGOs social and health care, 
community development, education, humanitarian 
interest associations assistance, charity

Advocacy 3. advocacy mutually 4. advocacy public benefit 
beneficial NGOs trade NGOs environmental 
unions, employees’ protection, human and civil 
associations, unions, rights, consumers’ rights
professional organisations



2 sociological and politological theories that have more in common with the
framing of the political agenda;

3 public policy theories are focused on both spheres but rather than why try to
give answer on the question how state and NGOs cooperate.

Economic theories

The approach that stresses the service function of NGOs is based on economic
theories in which the dominant role is played by the theories of market failure
and state failure. Both theories are based on the “rational choice” principle and
focus their attention on the question of the provision of public goods. The
market failure theory postulates that the free market of itself is not capable, to
the requisite extent, of securing for citizens public goods, i.e. goods and services
universally available to all citizens. In certain cases the market subjects need not
find the production of public goods a sufficiently profitable activity. This results
in a shortage of them and provides scope for the creation and functioning of
NGOs.

Moreover, the market need not fail only insofar as it is incapable of saturating
all the various needs of the population. In certain cases it is not capable of creat-
ing a sufficiently credible environment for the conduct of commercial transac-
tions. So-called “contractual failure” often occurs when the consumers lack
adequate information in order to assess the quality of the goods and services
they are paying for. Since the producers of the goods and services are in posses-
sion of that information there it results in an “informational asymmetry”, which,
from the consumer’s standpoint, can only be overcome by the producer’s trust-
worthiness. That is why consumers eventually prefer to choose NGOs, which do
not operate on the market solely in pursuit of maximum profit (Hansman, 1987).

The market’s failure to supply public goods is regarded by classic economics
as the raison d’etre of the state. However, the eminent economist Burton Weis-
brod has pointed out that in a democracy the state is only able to fulfil satisfacto-
rily the role of supplier of public goods if the majority of voters are ready to
support the production of a particular public good (Weisbrod, 1977). Where
there exist major differences of opinion about which public goods the state
should provide and which it should not, it will also be very difficult for the
government to obtain majority support for its public policies and so there will
continue to exist many unsaturated needs and demands for public goods. Clearly
such “state failures” will occur more frequently in heterogeneous societies com-
prising many and varied social, religious, ethnic and other groups, than in more
homogeneous societies. According to Weisbrod, this situation leads people to
create NGOs in order to ensure a supply of services and goods that neither the
market nor the state is able to provide them.

By making the creation of NGOs conditional on the failure of the market or
the state, the above-mentioned theories tend to offer a picture of conflictual rela-
tions between the state and the third sector. Nevertheless, the following theory,
which emerges from the two previous ones, seeks to disprove that impression.
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This is the interdependence theory, which rejects the assumption of inevitable
conflict between the state and NGOs. On the contrary, it identifies on both sides
elements that preordain cooperation between the state and NGOs. Put simply,
one might say that they mutually assist each other to compensate for their short-
comings and so each side is dependent on the other.

nonprofit organizations are often active in a field before government can be
mobilized to respond. They often develop expertise, structures, and
experience that governments can draw on in their own activities. Beyond
that, nonprofit organizations often mobilize the political support needed to
stimulate government involvement, and this support can often be used to
ensure a role for the nonprofit providers in the fields that government is per-
suaded to enter. Finally, for all their advantages, nonprofit organizations
have their own significant limitations that constrain their ability to respond
to public problems.

(Salamon and Anheier, 1996, p. 17)

The state’s shortcoming is its inflexible reaction to newly emerging needs and
the costly bureaucratization of the solutions supplied. However, both non-profit
and profit-making organizations are able to display flexibility and economic effi-
ciency. Except that, in the view of Salomon and Anheier, the state will tend to
prioritize cooperation with the civil section, because it realizes where the market
fails and also knows that it can demand from NGOs what profit-making organi-
zations would refuse to supply. On the other hand the lack of resources for
solving more extensive social problems is the main limiting factor that forces
NGOs to turn to the state. So according to the interdependence theory, in addi-
tion to market and state failure there is also a question of the failure of NGOs.

Politological theories

Whereas economic theories perceive NGOs as an economic actor, politological
theory tends to view them as a political actor. The underlying framework of
these theories is a conflictualist attitude that pictures society as a set of many
larger or smaller groups competing with each other for scarce resources. The
role of the state is to regulate this competition to avoid any undesirable escala-
tion of conflicts between various groups. The reasons why the state should be
interested in cooperation with NGOs in the sphere of framing the political
agenda are explained chiefly by politological theories. These include the interest
group theory or interest representation theory, which regard the state as a guar-
antor of freedom of association and NGOs as one of the subjects that play a part
in the articulation, aggregation and, in certain cases, representation of interests
in society. For instance, there are currently hopes that the NGOs will overcome
the so-called “democratic deficit” that is such a widespread phenomenon in
modern democracies. According to those theories, it is in the state’s interest to
cooperate with NGOs, since it would have prevent social conflicts from
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escalating. Elite theory takes a similar view. According to one version of that
theory, the “demo-elite theory” (Etzioni-Halevy, 1990), NGOs constantly give
rise to the emergence of “counter-elites” that should progressively infiltrate the
elites in order to ensure elite circulation in society. Unless such infiltration
occurs and the old elites shut themselves away from the rest of society, elite cir-
culation is interrupted and society faces the threat of revolutionary explosion. It
is therefore in the interest of the state to cooperate with the NGOs on the basis of
the principle of “tolerant dissent”. Civic culture theory, for its part, regards
NGOs as schools of political participation, which raise citizens’ political compe-
tence, participation and competence being very important for a well-functioning
political system (Almond and Verba, 1989). The state should support NGOs
because it is in its interest to maintain the political system in good shape.

Sociological theories

NGOs’ interest in cooperating with the state in framing the political agenda is
explained by sociological theories of social movements. The first of them is
resource mobilization theory (McCarty and Zald, 1973). This maintains that the
success of social movement organizations (the absolute majority of which are
NGOs) depends on the capacity of their leaderships adequately to allocate and
mobilize resources (money, experience, information, grassroots membership,
voluntary work, contacts with influential individuals, top experts, etc.). If the
leaders of those organizations are to achieve maximum effectiveness in the
contest for resources, they and their organizations must achieve maximum insti-
tutionalization and professionalization. However, the trend towards profession-
alization also engenders a reduction in conflict strategies vis-à-vis the state
authorities and more frequent use of moderate and cooperative strategies such as
lobbying. So resource mobilization theory maintains that successful organi-
zations with plentiful resources are motivated to cooperate with the state.

Similar thinking about the motives of NGOs to cooperate with state is
expressed by political opportunity theory (Tilly, 1978). According to this theory
the success of social movements (in their endeavour to penetrate the political
system the influence public-policy decision-making) depends:

1 on the degree of a political system’s openness or otherwise;
2 the character of the authorities’ reaction;
3 the existence and status of allies in the political power configuration.

Political opportunity theory postulates that social movements and their
organizations will be more likely to cooperate with state institutions if a political
system is more open, the reaction of the official authorities is more amenable
and their allies are more powerful. If the opposite is the case they are more
likely to opt for conflict strategies.

According to collective identity theory (Melucci, 1988) the exercise of the
advocacy function of NGOs is dependent on their collective identity. This theory
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is based on the discovery that so-called “new social movements” tend to be
expressive rather than instrumental by nature, i.e., their supporters are more
interested in sharing some kind of meaningful collective identity and helping to
form it, then in acquiring positions of power. On the other hand, the collective
identity theory recognizes that the more explicit and shared is the identity of the
movement’s members the greater the capacity of the social actor (the third
sector) to mobilize its supporters and assert its interests (Touraine, 1988), i.e., to
induce (pressurize) the government to govern responsibly and effectively
(Putnam, 1993), which also includes cooperation with NGOs when framing the
public policy agenda.

All in all one may observe that none of the above-mentioned economic
failure theories excludes cooperation or partnership between the state and the
third sector and that each of the above-mentioned welfare regimes allow for the
possibility of cooperation between these subjects, although obviously the scope
for partnership is more or limited in all cases. Likewise, politological and soci-
ological theories to do with NGOs accept that cooperation between state and the
third sector is possible and do not exclude the possibility that it might assume
the nature of a partnership. Basically speaking, what emerges from the theories
mentioned is that the stronger the third sector the greater its motivation to coop-
erate with the state. So, paradoxically as it may seem, victory in a conflict leads
to greater cooperation.

Public policy theories

Another theoretical concept that could provide an interesting insight into the
relationships between the state and the third sector in respect of service provi-
sion is Esping-Andersen’s concept of three regime-types of welfare state
(Esping-Andersen, 1990). The first of these is the liberal regime, which is typi-
fied by resistance to greater state involvement in social services, preferring
instead solutions based on private and voluntary initiative. In this regime NGOs
are regarded as an integral part of the market. Cooperation with the state is
strictly formalized and based on commercial principles. The state confers on
greater privileges on NGOs than on profit-making ones. Its typical features are a
high level of professionalization and the efficient marketing of its activities.

The second type is the social-democratic regime, which favours state provi-
sion of services and accords NGOs very little scope to operate in this area. The
provision of social, health and educational services is virtually a state monopoly.
In the course of time, however, this model is transformed and under the
influence of Giddens’s “third way” concept (Giddens, 1994) and Beck et al.’s
concept of “reflexive modernization” (Beck et al., 1994) NGOs gain wider
opportunities to operate in the sphere of service provision, particularly in com-
bating unemployment and social exclusion.

A characteristic feature of the third type, the so-called conservative welfare
regime is the subordination of NGOs to the authority of the state. The state
administration cooperates with a limited number of NGOs, which it selects itself
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and accords specific privileges (in the form of financial support, access to
information and the opportunity to take part in the decision-making process).
NGOs become clients of the state and tend towards bureaucratization and
cartelization, which enable them to protect their privileged positions. One con-
sequence is a limitation of conflictual advocacy activities and concentration on
lobbying and service provision. The privileges isolate the NGOs from the
market and bureaucratization gradually isolates them from the citizenry.

Public policy analytical framework comprises also other several theoretical
insights on the state–NGOs relations. First of all, one should take into account
an organizational actor-oriented approach based on the observation that state
organizations and NGOs as the specific units of our analysis are organized as
collective, interconnected and interdependent policy actors. From this perspect-
ive one can see the sub-national public policy situation as the plurality of policy
actors who cooperate towards or compete over control of the policy process in
different fields. The advantage of this perspective is its ability to take into
account the internal third sector heterogeneity. It allows us to have a more com-
prehensive view of the multiple policy stakeholders and of policy-making as a
collective effort. This approach relies mainly on policy network theory (Carls-
son, 2000; Peterson, 1995; Rhodes, 1990; Rhodes and Marsh, 1992) and the
advocacy coalition framework (Sabatier and Jenkins-Smith, 1993, 1999’
Sabatier, 1998). For example, according to Sabatier policy actors “can be aggre-
gated into a number of advocacy coalitions composed of people from various
governmental and private organizations who share a set of normative and causal
beliefs and who often act in concert” (Sabatier, 1993, p. 18). The advocacy
coalition framework helps to explain changes in public policy (sub-systems) by
analysis of activities of different policy coalitions embedded in a set of relatively
stable parameters and influenced by external events.

A difficult partnership in the conditions of the Czech
Republic

The view from the economic standpoint

There is certainly no need for any complicated proof that there are plenty of
shortcomings on the part of the state and the third sector in the Czech Republic,
which could mutually compensate each other. On the other hand, it should be
stressed that in terms of “economic strength”, the Czech third sector is much
worse off than its Western European counterparts. It is many times smaller than
the average in Western Europe. Moreover the state contribution to the overall
budget of the third sector in the Czech Republic is considerably smaller than in
the case of the Western European countries. This means that compared to
Western Europe, the Czech state does not do enough to compensate for the inad-
equacies of its third sector. Nevertheless it must be added that the Czech Repub-
lic is definitely better off in this respect than most of the post-communist
countries of Central Europe.1
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Economic theories indicate that partnership (cooperation) between the state
and the third sector in the Czech Republic is possible and practical examples
shows that the partnership really works! Why is the partnership so uneasy, then?

The view from the political perspective

Cartelization of the political environment

The politological approach considers the relationship between NGOs and the
political parties as the key factor of cooperation between the state and the third
sector, and in the Czech Republic this has not been optimal for a long time. The
situation of the new political parties created after 1989 was not easy. Not only
did they have to aggressively seek and find their own identity in competition
with many rivals, they also faced many problems with funding their very exist-
ence. The fact that parties were not rooted in specific social strata meant that
(apart from the Communist Party), they did not have an extensive membership
or stable (loyal) electorate. Moreover, the situation was such that only a spectac-
ular election campaign, with all the high costs it involved, could ensure their
continued survival in parliament. In that respect they shared in the general crisis
of the mass political parties of Western Europe for which they were not pre-
pared. The growing cost of party activity, insufficient funds from membership
subscriptions and difficulties with seeking support from private sponsors forced
them (in common with their Western models) to be increasingly involved with
the state, which provided them with a source of income for their activities in the
form of state contributions based on election scores. The outcome of that form
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Table 13.2 The share of the third sector in the total number of workers in the national
economy (excluding agriculture)

(Data for 1995, in %) Salaried workers Workers and volunteers

Western Europe (average) 7.0 10.3
Central Europe (average) 1.1 1.7
Czech Republic 1.8 2.9

Source: Salomon, Anheier et al. Global Civil Society, 1999.

Table 13.3 Share of three basic resources in the financing of the third sector

(Data for 1995, in %) Income from Income from Income from 
donations the state activity of NGOs

Western Europe (average) 7 50 43
Central Europe (average) 20 28 52
Czech Republic 14 39 47

Source: Salomon, Anheier et al. Global Civil Society, 1999.



of consolidation of political parties’ social situation was a profound alienation of
party interests from the interests of civil society and even looser ties with the
unconsolidated third sector. Cooperation with weak NGOs promised neither
increased votes nor increased funds into party coffers. On the contrary, accord-
ing to Katz and Mair the process of coalescence between political parties and the
state means that political parties do not have to compete to survive any more in
the same sense as before (when competing as regards the definition of public
policies) and made the right conditions for forming a cartel, where all parties
share the same sources and survive (Katz and Mair, 1996). Controlled by the
political parties, the state becomes not just the source of their survival, but also a
barrier to the entry of new actors (emerging from the third sector) into the polit-
ical arena.2

Centralism and technocratic pragmatism

Maybe an even greater danger for the day-to-day life of the NGOs than the
cartelization of the political environment was the obsessive tendency towards
centralism of parties in government, whereby they sought to tackle their dif-
ficulties in implementing their own notions of social transformation. Paradoxi-
cally this assertion also applies to parties that proudly made of show of their
neo-liberal policies. In a strong (and paternalist) state, ruling political parties
found an optimal instrument for implementing their own visions of economic
reform, irrespective of their own ideological orientation. In pursuit of party
interests technocratic pragmatism prevailed over ideological orthodoxy. The
influence of this style of government was also reflected in the gradual blurring of
ideological differences between parties and in the expectation that each party
can cooperate and govern with any other party (with the exception of extremist
parties, of course). In the course of the reform it became increasingly clear that it
made no difference which party was in power; it would anyway do what its
(seemingly) ideological opponent would have done (e.g., privatization was
pursued by both right-wing and left-wing governments). This has produced a
technocratization of political elites, for whom the most important thing is the
technology of power, when “the goals of political activity are regarded as famil-
iar and their designation is not regarded as the major issue” (Strmiska, 1993, p.
110). The “new” style of government, typified by centralism and technocratic
pragmatism, was in marked contrast with the expectations of the NGOs as
regards their cooperation in framing public policy concepts and involvement in
decision-making processes. Its implementation virtually pushed the activities of
NGOs to the margins of the social transformations then taking place.

Strictly representative democracy

What was particularly incompatible with the technocratic concept of govern-
ment was the notion of “robust democracy” (Salamon, 1999), or the “broader
concept of democracy” (Strmiska, 1993, p. 108), which are part of the ideology
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of civil society. This idea does not accept the restriction of democracy to the
political sphere and the concentration of democracy on representative demo-
cracy. Its main pillars are:

1 permanent communication between voters and their representatives;
2 the widest possible public participation in decision-making, and;
3 explaining the exercise of power to the citizenry, i.e., consistent implemen-

tation of the subsidiarity principle.

Technocratically-minded political elites are, on the contrary, natural supporters
of a narrower concept of democracy, in which the dominant role is played by
political parties and the function of citizens is restricted to electing their repre-
sentatives. The technocratic elites consider that the broader concept of demo-
cracy represents a threat of irrational and incoherent decision-making,
deforming the logic of the system of representative democracy (Strmiska, 1993,
p. 109).

The controversy about the character of democracy – participative versus
representative – was most clearly formulated in the debates between Václav
Havel (as President of the Czech Republic) and Václav Klaus (as Czech Prime
Minister) in the mid-1990s (Pithart, 1996). That controversy continues and it is
clear that on the political stage the narrow model of representative democracy –
which better suits the technocratically-minded elites – tends to prevail. The ideo-
logy of “proper representative democracy” enables them to effectively counter
the demands of the NGOs to exercise their advocacy (political) functions in
society. A sure result of technocratic pragmatism is that NGOs are perceived by
political elites as illegitimate rivals in a power struggle and not as allies in the
framing of the public policy agenda.

The view from the sociological standpoint

The ability to mobilize resources

One of the most recent attempts to produce a comprehensive assessment of the
state of the third sector or civil society (Vajdová, 2005) regards the issue of
NGOs’ funding as generally among their weakest points. According to this
analysis, “human resources” constituted the third sector’s only strong point.
“The organisations of civil society can rely on the large number of people who
are willing to commit themselves, are flexible, full of enthusiasm, educated and
equipped with expertise for the area they work in (paid employees and volun-
teers)” (Vajdová, 2005, p. 67). Among the weak points, the analysis straight
away includes a whole list of items such as “lack of professionalism” – “organi-
sations lack sufficient professionals capable of strategic planning, fundraising,
management, and communication with the public” (Vajdová, 2005, p. 68) –
“poor standards of management and decision-making”, “limited financial
resources”, “inability to communicate” and “inability to mobilise”.
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It is clear from the analyses mentioned that the Czech third sector suffers
above all from a lack of inner resources, and that does not apply solely to indi-
vidual NGOs but to the sector as a whole. The ability of the third sector to
behave as a social actor and partner of the state depends chiefly on its inner
qualities as a whole, i.e., on the character and density of internal network of
mutually linked individual NGOs. The infrastructure of the internal networks
(i.e., conceptual, coordinational, facilitational, advocational, evaluational, infor-
mational, educational and self-regulational networks) is notably failing in the
case of the Czech Republic (Fric (ed.), 2000). The best proof of this assertion is
the inability of the sector to mobilize long-term protests by a large number of
NGOs from various spheres and fields of activity.

Opportunity for involvement in decision-making

Such opportunities include involvement in committees of experts, in working
groups attached to elected local-government bodies, in consultative groups
(committees, councils, etc.), in executives, in coordinating bodies, in administra-
tive procedures, in the comments process, etc. These are opportunities that
enable NGOs to fulfil one of their fundamental roles, i.e., acting as a “watchdog
of democracy”. Even though the openness of these opportunities on the part of
NGOs frequently criticized (Fric, 2000) overall the system of opportunities to
participate in public policy decision-making can be rated relatively open,
although it also depends on the specific area of public policy concerned. This is
also confirmed by the complex assessment of the state of the third sector
referred to earlier (Vajdová, 2005), which points out that the “nature protection”
and social services spheres are best off in this respect. In both cases, three-
quarters of the non-profit organization members questioned rated the influence
of NGOs on public policy as successful (Vajdová, 2005, p. 58).

Collective identity

The collective identity of NGOs falls into two parts. The first part consists of
old, or traditional NGOs that survived the era of socialism. The second part con-
sists of new organizations created at the close of the socialist era, but chiefly
after 1989. The inclusion of most of the traditional NGOs (various sports clubs,
gardening and breeders’ associations, voluntary firefighters, hunter’s associ-
ations, or professional associations) in the third sector is viewed with misgivings
by the representatives of the new organizations. They often talk about the third
sector as if the traditional organizations did not exist in it at all. The new NGOs
regard most of the traditional organizations with a certain sense of superiority,
derived from the fact that they were not “embroiled” with the old socialist
regime. The new organizations overtly draw their inspiration from the dissident
roots of the Czech third sector, avow the ideology of modern civil society and
are intensely involved in the inner life of the third sector. Traditional NGOs are
conservative and tend to be isolated from the new organizations. They do not
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assert their old identity from the communist era, but nor do they try to represent
the third sector in the eyes of the public. They tend to concentrate on lobbying
the state administration, government and parliament. In individual areas their
actions are fairly well-integrated vertically as well, and their umbrella organi-
zations (unions) frequently have a mass membership. However, they do not
create coalitions between different sectors. They largely build their new collect-
ive identity on traditional values, which existed here before the socialist era,
while not particularly regarding the ideals of modern civil society, i.e., the idea
of a third sector, as an inseparable, stabilizing factor of democracy.

The problem of the collective identity of the NGOs also has an adverse effect
by mutually fostering harmful rivalries and hampering their ability to work
together to the benefit of common interests (Fric (ed.), 2000). The legitimacy of
umbrella organizations is constantly called into question both by representatives
of state institutions (who feel the lack of a dependable partner representing the
relevant part of the third sector), and also by NGOs themselves (Vajdová, 2005).
In the final analysis, the negative influence of the fragmented collective identity
of NGOs undermines the process of forming a community of the third sector and
its ability to behave as a social actor.

The view from the public policy perspective

The public policy agenda

The rebirth and consolidation of the third sector in the Czech Republic after
1989 would have been impossible without massive state assistance. The effect-
ive operation of NGOs as social institutions depended on the decisions and
legislative activity of its representatives. It was certainly not easy to make the
right and opportune decisions, since the decisions of particular governments and
parliaments were always influenced by many different and often contradictory
tendencies. This also explains why several not entirely compatible decisions
were taken in respect of individual items of the decision-making agenda.
Although there was clearly a very broad agenda for deciding on the fate of the
NGOs, it could be summarized in three main points, or dilemmas:

1 The choice between tendencies to construct an adequate legal framework
for the operation of various different types of NGOs aimed at maximum
facilitation of their development, on the one hand, and tendencies to keep
the NGOs in a state of financial precariousness and at a comfortable dis-
tance from decision-making processes, on the other.

2 The choice between an ambitious restructuralization of the system of public
financing of NGOs, on the one hand, and maintenance of the present
system, which prefers the old conformist NGOs over the problematical new
NGOs, on the other.

3 The choice between maintaining “easily” manageable budgetary and state-
subsidized organizations2a on the one hand, and creating greater scope for
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competition in the provision of services in such areas as education, the
health service and social care, on the other.

None of the above-mentioned dilemmas was solved solely in favour of one or
other of the conflicting tendencies. In the first case a fairly robust legislative
framework was created enabling the operation of the entire range of NGOs.
Nevertheless its creation was not entirely straightforward and involved major
delays and grave inconsistencies that have led to serious problems for the activ-
ities of specific types of NGOs. The that the creation of the legislative frame-
work lagged behind developments in the third sector was one of the main
reasons, for instance, why a negative image of NGOs was disseminated among
the public during the first half of the 1990s. This was most glaring in the case of
foundations, whose legal regulation was very lax at the beginning and allowed
them to be misused.3 Cases of abuse were publicized in the media and used to
discredit the role of NGOs in the eyes of the general public (Stein, 1994, pp.
25–26). The situation eased when the legislative framework was altered and the
reputation of NGOs improved. Nevertheless the legal environment within which
NGOs operate has long been considered the worst out of all the post-communist
countries of central Europe.

Regarding the second case, it must be pointed out that although the state has
considerably increased its funding of the third sector over the last decade, the
system of funding NGOs has not changed very much since the period of govern-
ment by the Communist Party. Its lack of transparency fosters clientelism and
preserves several anomalies in the structure of the third sector inherited from
that time (Fric (ed.), 2000). For instance, areas supported under the communist
regime, such as sport, recreation and advocacy organizations for various occupa-
tions, represent a much great proportion of the sector than in the West.

The state’s relatively low support for the third sector in the Czech Republic is
related to the solution of the third dilemma. Although the state opened the door
slightly for private enterprise in areas such as education, health and social care,
the advantages bestowed on the state-founded budgetary and subsidized organi-
zations operating in these areas, virtually preserves their almost monopoly
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Table 13.4 Assessment of the legal environment of NGOs*

2000 2001 2002 2003 2004

Czech Republic 2,0 2,0 3,0 3,0 3,0
Hungary 1,0 1,7 1,4 1,3 1,3
Poland 2,0 2,0 2,1 2,1 2,3
Slovakia 2,5 2,5 2,6 2,5 2,3

Source: USAID, NGO Sustainability Index, 2000–2004; www.usaid.gov/locations/europe_eurasia/
dem_gov/ngoindex/2004/.

Note
* Assessed by groups of experts in individual countries on a scale from one to seven, where one is

the best and seven the worst.



status.4 In other words, the solution to the dilemma has tended to promote the
idea of a strong state and centralist tendencies.5 So in the areas mentioned
(which in the West are the core of the third sector) the state has tended to con-
centrate its funding on support for its own “state NGOs” rather than on genuine
NGOs. Up to the present no government of the Czech Republic, irrespective of
its ideological coloration (and not even after lengthy discussions, project
preparation and timid practical trials), has come up with a credible solution to
the problem of the “de-etatization” of public services. That is why the third
sector in the Czech Republic is relatively small and NGOs has so far been
unable to achieve the status they have in the West.

Inconsistency of public policy

The ambiguous solutions of the above-mentioned dilemmas indicate that the
state’s policies towards the third sector have not entirely crystallized. A more
detailed and lengthy review of the development of relations between the govern-
ment and NGOs have revealed that in none of the countries monitored was the
financing and legislative protection of the activities of NGOs consistent.
However, the inconsistency of public policy vis-à-vis the NGOs is not so much
the outcome of changing ideological stance of governments (representing
various social sectors), as unprofessionalism and ad hoc pragmatic solutions
taken by politicians under pressure from various interest groups. Public policy
vis-à-vis the third sector is not governed by clear and firm principles characteriz-
ing the political representation’s concept of that sector’s role in society, how it is
to be consolidated and how to build civil society. It is clear that not a single
government has so far produced an integrated concept of the development of the
third sector, with which it would identify. So far none has even tried to obtain in
a systematic way relevant information about the question of its development
(consolidation).

The ignorance of the authorities represents a very great danger for the third
sector. It allows strange myths to be disseminated about it and downgrade its
status in society. This chiefly concerns two so-called “residual myths” linked
with the two main ideological currents that have established themselves on the
Czech political scene. The first of them, which emerged from neo-liberal circles,
regards the third sector solely as a voluntary sphere with total economic
independence from the state; hence state funding of NGOs is regarded as a relic
of the communist era. The other myth, which was nurtured on social-democratic
ideology, maintains that the welfare state is a universal instrument for solving
social problems and that NGOs are simply a relic of efforts by backward tradi-
tional societies to tackle their own problems. They are therefore regarded more
as an archaic approach to solving social problems, which in a modern society
can at most serve to supplement the services of welfare-state institutions.

In a situation in which the requisite data are unavailable and there is not even
any interest in them, in which various rumours circulated about the abuse of
NGOs and their standing in society, and in which there exists no clear concept,
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one cannot expect public policy vis-à-vis the NGOs to withstand pressures from
contradictory tendencies or to have a consistent form. But why is this so? What
is the source of this lack of interest on the part of political-party representatives
or public policy institutions? The answer to these two questions was indicated in
the preceding analysis of how styles of government take shape. An approach
that is verbally encouraging but in practice reserved or even hostile is a logical
upshot of awareness of specific party interests and the technocratic style of
government adopted. The inconsistency of public policy vis-à-vis the third
sector is therefore actually the result of the very consistent approach of the polit-
ical elites, which might be termed “party pragmatism”, i.e., an endeavour to
behave as economically as possible within a given term of office.

Shifting coalitional formations6

Why is the third sector agenda not at the mainstream of political discourse in the
Czech Republic? Why is the sector horizontal policy still focused on its consoli-
dation? Why is the third sector community under-institutionalized and is only
emerging for 15 years? To answer these questions we can use the Paul
Sabatier’s Advocacy Coalition Framework.

CONTINUITY OF “OLD STRUCTURE” COALITIONS

Shortly after the “Velvet Revolution” in 1989 and the passage of a first law on
the right of association, there was a huge growth in the numbers of newly regis-
tered NGOs. The new (and relatively small) organizations only slowly
developed their influence and found it hard to get funds for their activities
because they were in competition with the old NGOs. Though the funds of the
former “National Front” were transferred to new umbrella organizations (i.e.
The Czechoslovak Council for Humanitarian Cooperation and The Foundation
of Jirí z Podebrad), the management of these organizations was still full of
people from the old NGOs. In addition, lobbying on behalf of NGOs in Parlia-
ment continued to be in hands of a number of old service and advocacy organi-
zations. These had “their people” in ministries, government advisory bodies and
parliament, were invited to the meetings of parliament committees and in time
acquired information vital for their activity. Old NGOs (including such sundry
actors as big umbrella associations of sporting clubs, hunting associations, pro-
fessional associations, bee keepers, and voluntary firemen) simply maintained
their contacts and connections with civil servants7 and some politicians from the
era of National Front. As a result the members of these informal networks (offi-
cials and NGOs representatives) were given the pejorative label “old structures”.
These networks served as a basis for a plurality of long-term “sub-industry”
coalitions8 at all levels of public government and they are still important. Such
informal contacts and coalitions allowed old NGOs to be successful in reaching
their two general goals: to preserve their access to state budgets (mainly at a
central level) and to keep the system of state subsidies distributed according to
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the number of members in an organization.9 On the other hand the old NGOs
never jeopardized the monopoly of state non-profit organizations (contributory
organizations) in the domain of social welfare and accepted the principle of state
centralization. Clearly, both these principles served to sustain the power of civil
servants. It could be said that up to now, the lobbying of old NGOs in ministries
has been much more effective than the lobbying of new NGOs.

It should be also said that all the intermediary bodies discussed earlier in this
chapter are for new, not old NGOs. In the “old part” of the Czech third sector we
can see only minimal effort to participate in the forms of third sector horizontal
activities discussed, and we find only very limited horizontal organizational net-
works. The most important among them is TRIPARTITA (the Council of Eco-
nomic and Social Agreement), which has grown in political prominence in
recent years. The aim is to keep “social peace” through “social dialogue” or bar-
gaining among three stakeholder types: government, trade unions and employ-
ers’ associations. It does not represent any other interests, which means that no
(other) NGOs participate on its activities. Thus, if one considers the latter two
stakeholders to be part of the third sector its activities are in scope; otherwise it
is viewed as separate to the third sector community. In fact, the representatives
of the third sector community (intermediary bodies) themselves, discussed
earlier, are not used to thinking of TRIPARTITA as a possible platform for third
sector policy agenda setting or implementation. The new service NGOs have
made no serious attempts to become members of TRIPARTITA.

The TRIPARTITA platform was originally established in October 1990 and
is still the only voluntary association of stakeholders. Its status has not yet been
established by an Act – and has changed over time depending on the attitude of
the government in power.10 The bodies making up TRIPARTITA are: plenary
session, presidium, task teams and secretariat. The delegation present in plenary
sessions consists of: seven representatives of the government, seven representa-
tives of trade unions and seven representatives of employer unions. To be able to
take part in TRIPARTITA the representatives of trade unions and of employers
must meet the criterion of representativeness. Every trade organization applying
for participation in TRIPARTITA must have a minimum of 150,000 members,
and every employer organization 200,000 members.

A PLURALITY OF NEW AD HOC INDUSTRY COALITIONS

Looking back to the short existence of the third sector in the Czech Republic the
most successful period – in terms of the sector’s ability to affect public policy –
seems to be the first post-revolution years (1990–1992), which have been
described in the area of public policy as “the time of concepts” (Kalous, 1994).
During this period various newly founded NGOs enjoyed influence not only
over particular decisions of the state administration but also the general philo-
sophy for resolving problems in society. This was the time when the old (com-
munist) institutions of public policy were destroyed and new democratic ones
established. We could see new concepts being developed in the school sector,
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healthcare sector, in the army, and in the field of ecology (Potucek, 1996, pp.
167–168). The government supported the influx of new professionals coming
into the state administration, many of whom had been active in NGOs before.
Thanks to the continuing revolutionary social atmosphere, confusion in the
forces of “old structures” (among civil servants) as well as personal contacts
with the new representatives of the government and ministries, the new NGOs
quickly managed to build several spontaneous ad hoc coalitions with politicians
and civil servants within different industry fields on the central level. Thereafter,
professionals and experts from new NGOs had good opportunities for interven-
ing in the process of developing public policy.11

A FIRST CROSS-INDUSTRY COALITION: NIF AND THE EARLY

ALLIANCES

At the first free elections after the Velvet Revolution (in June 1990) the govern-
ment had been formed by a group of new politicians dominated by those who
had developed a political profile through active dissent and involvement in the
Civic Forum (that organized the movement and can thus be said to be the leader
of the Velvet Revolution). Their attitude to civil initiatives and organizations
supporting or creating an umbrella for the activities of citizens was almost “nat-
urally” positive as they themselves arose from the third sector. During its term in
office, under Petr Pithart, the government started to prepare laws regulating the
activity of particular organizations of the third sector, initiated funding for
NGOs project grants, and began the process of setting up the Foundation Invest-
ment Fund (NIF) in order to support civil society development.12 In its final year,
it was the Pithart government which established a Council for Foundations. This
council closely collaborated with influential Prague foundations (NROS – Foun-
dation for Civil Society Development, OSF – Open Society Fund, Olga Havlová
Foundation) and some third sector infrastructural bodies (such as ICN – Founda-
tions Information Centre) and started to prepare a plan to distribute the NIF
financial returns among newly established foundations that exclusively focused
on developing the new service NGOs. This meant that from its beginning the
central government advisory body (Council for Foundations) was in coalition
with representatives of foundations and new service NGOs from different indus-
tries (predominantly social and healthcare).

The agenda of the Council was eventually enlarged to cover the whole third
sector and as mentioned earlier was renamed as the Government Council for
Non-State NGOs (RNNO). The high points in shared activities that were to
follow involved negotiations with parliament in relation to foundations’ legisla-
tion in 1997; eventually there was also to be the distribution of NIF financial
resources in 1999; and the finalization of the document “Strategy for Develop-
ment of the Non-Profit Sector” in 2000. A key player in these processes was the
Donors’ Forum which established a special ad hoc group for parliamentary lob-
bying. The group then went on to transform itself into “SPIRALIS”, an
independent advocacy NGO, (focused solely on professional lobbying to
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promote NGOs). These activities led to the strengthening of a third sector hori-
zontal community and of its influence on public policy.

PROBLEMS OF LEGITIMACY AND THE “SELF LIMITATION” RESPONSE

How did the cross-industry coalition proceed, and what constraints did it face?
Despite the successes it apparently catalysed, the initial configuration was not to
last, as external and internal pressures came together to force major change.
During its early successes, a crucial condition for the smooth functioning of the
alliance had been its legitimacy in the eyes of third sector members. However,
this was not nurtured, setting in train a process of disintegration. From the
outside, its functioning was questioned by several politicians and civil servants.
The strong Prague foundations and some other intermediary bodies tried, in
response, to use their position in the SKK (Permanent Commission of the Con-
ference, i.e., coordinating body of the NGOs National Conferences) to underpin
their legitimacy as representatives of the whole third sector. This response ini-
tially seemed plausible, because the mission of SKK was, among others, to
improve the conditions for the functioning of NGOs and to support the develop-
ment of the whole third sector.

Yet, the strategy proved to be untenable: there were also constraints on these
efforts from within the NGOs policy community. Significant numbers of
regional representatives of NGOs viewed the coalition actors as implicated in an
undesirable “non-profit oligarchy”, which had too much power. There was also
more general “grassroots” hostility. Therefore, the SKK had to permanently
fight against the erosion of its legitimacy from below, as well as outside. In
1997, it was to fail definitively. At the Fifth National Conference of NGOs the
SKK lost its mandate because it was accused of having “spent its energies on
representative activities and politics”. To avoid the perceived danger of a self
perpetuating “non-profit oligarchy” in future, from this moment onwards a “self-
limiting” strategy was adopted with alternative parameters. This was to be based
on “field and regional integration” for the third sector. A new NGOs
coordinating body, the Council of NGOs (RANO), was set up purely as a dis-
cussion platform for NGOs. Under the new settlement, the role of this Council
would not include negotiating as a representative of the third sector with the
administration or with parliament. A new nationwide NGOs umbrella organi-
zation, ANNO, was established, but this also ruled out acting as a “representat-
ive” for the third sector, and its membership is not significant enough to play an
important role in the cross-sectoral collaboration at the central level.

A SECOND CROSS-INDUSTRY COALITION

The erosion of the first third sector coalition’s legitimacy described above gener-
ated a crisis. The coalition was not able to transform its goals and to revitalize its
common activities in the new situation. During 2001, the management of RNNO
(Government Council for Non-State NGOs) hesitated about whether to close it
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down, or to start to look for new allies (which would bring with them much-
needed “representative legitimacy”). All of this was offered by the nationwide
regional and field NGOs’ network, OKAMRK. The origin of this network lay
primarily not in initiative by individual grassroots NGOs, but more in the
regional coalitions of NGOs, i.e., centres for community work (CpKP).13 It was
essentially a response to the weaknesses of RANO in terms of intervention for
the benefit of NGOs. It was also perceived to have failed, through incompetence,
to involve the third sector in early efforts to access the European Structural
Funds. The motivation of NGOs to enter into the processes of NDP preparation
at this time was clear: to boost their chances to get finance from the EU SF.

How did the third sector policy actors evolve from this point? The OKAMRK
network set up its own working group for regional development in 1998, which
also became its executive body. The group members organized annual confer-
ences and made an effort to keep NGOs informed and up-to-date about the
progress of work on the National Development Plan. The coalition between
RNNO and OKAMRK was formally set up in the working conference at the end
of 2001. Their cooperation very quickly led to a situation when RNNO to a con-
siderable extent took over the agenda of the working group OKAMRK. This
was clearly evident in the new internal structure of RNNO, which comprises
three committees, two of which are involved in regional development, and/or,
integration into the EU. Members of the OKAMRK working group became
members of the RNNO committees. Thus RNNO became a kind of hybrid (half
state-owned, half civil) institution, which on the one hand continuously absorbed
impulses and initiatives from NGOs, transforming them into bureaucratic lan-
guage, and, on the other hand, has made these contributions legitimate as pro-
posals submitted by a central state administration body. However it should be
said that most of the problems of third sector consolidation mentioned above
were not central to the focus of the second coalition, because RNNO was inter-
ested only in problems which the government wanted to be solved. The process
was, however, far from monolithic. The willingness of particular ministries and
regional governments to cooperate with NGOs on the creation of the National
Development Plan14 was very different. Those civil servants who already had
experience with new service NGOs were more positive about the wider partici-
pation of NGOs (expressed in the time they spent giving out information, docu-
ments for discussions, and willingness to accept comments and propositions).
The approach of those civil servants who had most experience with old, advo-
cacy NGOs, was more selective and more discriminating when it concerned new
NGOs. They tried not to expand the circle of the old NGOs participating, espe-
cially not by new advocacy organizations (e.g. by the organizations of the Green
Movement). In the first case civil servants wanted – through the participation of
NGOs – to give their documents credibility; while in the other case, they essen-
tially experienced them as a “necessary evil” to make the cause succeed. These
civil servants were still looking at the participation of NGOs as “democratic
folklore” accepted under the pressure of EU. Generally, those more open and
friendly to NGOs happened to be at the regional (and also local) levels rather

248 P. Fric



than at the central level, and some of these cases even resulted in the establish-
ment of several regional cross-industry coalitions, among regional politicians,
civil servants and representatives of regional umbrella NGOs (GAC, 2003).

The second coalition has, so far, been relatively successful in practice. It is
visible mainly in the process of appointing representatives of NGOs to monitor-
ing committees in government and later to ECOSOC (Harvey, 2004). In reality,
many of the individuals appointed to these bodies were just the NGOs candid-
ates proposed by the regional and industry networks of NGOs. RNNO managed
to play the role of a “policy broker”, and has continued to mediate the latent but
permanent conflict between civil servants and NGOs representatives. It has
become evident that the second cross-industry coalition represents essentially a
win-win strategy for the vast majority of the players involved. The new service
NGOs have gained a powerful ally and legitimacy in the eyes of state officials.
The regional advocacy networks have strengthened their influence and RNNO
found its raison d’etre. State officials and representatives of the regional govern-
ments acquired legitimate partners (whose mandate was confirmed by the first
vice premier of the Czech government, who is also the chairman of RNNO) –
prescribed for them by the EU. The powerful, central NGOs partly keep their
membership in RNNO, are still in the coalition game, and reasserted their
advantageous position for drawing money from the European Structural Funds.
As RNNO from its beginnings adopted the new NGOs’ views on the role and
place of the old NGOs in the Czech third sector, the only losers were the old,
advocacy NGOs. It is significant that there is not one old advocacy NGO among
the members of RNNO.15

Conclusions: applied partnership model

Three models of partnership between the state and the third sector in
practice

According to Salamon and Anheier, basically three models of partnership
operate in practice, which correspond to Esping-Andersen’s three welfare state
regimes referred to earlier. The first (which is implemented within the conservat-
ive welfare regime) they have called the “German corporative model”, wherein
several associations of NGOs formed a formal cooperative body, with which the
government has a duty to consult on matters related to the main social sectors.
The second model (operating within the liberal welfare regime) is the “Amer-
ican interest groups model”, which uses lobbying to provide individual NGOs
major scope to influence the outcome of the legislative process, but only in an ad
hoc, formally uncodified fashion. The third model (that came out of the new
social-democratic regime) could be termed the “programmed cooperation
model” and it is employed in the UK (Salamon and Anheier, 1994, p. 104).

Of course, each of the above- mentioned models of partnership between the
state and the third sector has its advantages and disadvantages. Although the
corporative model ensures that representatives of the third sector are consulted
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about basic public policy issues, the circle of partners from the third sector side
is chiefly restricted to historically well-established subjects. In other words, the
corporative model tends to conserve the structure of the third sector, in terms
both of programme and organization, and leads to greater bureaucratization. The
interest groups model is far more open and employs the so-called “contract” of
relations between the state and NGOs. On the other hand, it lacks the ability to
generate and implement a coherent strategy for developing the third sector or its
part of it, both from the point of view of the state and of the third sector. It
encourages NGOs to market their activities (Salamon and Anheier, 1994, p. 106)
Through compromise the programmed cooperation model seeks to resolve the
dilemmas of the previous two models. However, it requires the creation of a
respected umbrella organization of the third sector to negotiate the programme
aims and procedures with the state on behalf of the decisive majority of NGOs.
However, it is very hard to fulfil this condition in view of the great variety of
NGOs.

A clash of paradigms

Representatives of Czech NGOs have not yet been capable of articulating
clearly what model of partnership with public administration institutions would
be most advantageous for them and what they would like to strive for in future.
As a result of spontaneous development, in the sphere where old NGOs mostly
operate the corporative model is maintained, although it is disputed by the new
NGOs. However, the latter have not managed to agree on whether it is prefer-
able to opt for building an interest group model or for a compromise middle way
of creating a central umbrella organization for the entire not-for-profit sector. In
the Czech Republic there is a clash of several paradigms as regards the relation-
ship between the state and the third sector (Rymsza and Zimmer, 2004). This
clash has made it more difficult to create a single dominant model that would
allow a smooth routinization of their partnership.

As Table 13.5 shows, the old NGOs come closest to achieving an ideal model
of partnership with the state, particularly those whose activity is chiefly advo-
cacy. These organizations with an essentially advocacy role (trade unions, pro-
fessional associations, etc.) enjoy the greatest privileges in their relationship
with the state, such as favoured communication status16 and programmatic coop-
eration (see TRIPARTITA). The corporativist model also suits old service
organizations whose have the privilege of state subsidy based on size of mem-
bership, without the need for grant application. Worst off are the new NGOs, the
service ones of which have to compete with the ROPO that are favoured by the
state, and the advocacy organizations that must overcome the strong aversion of
political parties towards the political function of NGOs in society. The advant-
age of the new NGOs is that they are strongly represented in the central advisory
body of the public administration, i.e. the Government Council for Non-State
NGOs (RNNO), in which the identity of the “new third sector” definitely pre-
vails. Nevertheless, it is true for old and new organizations alike that it is
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extremely hard to promote a genuine partnership, in spite of pressures from the
EU. Above all, the acute absence of programmatic partnership means that coop-
eration between NGOs and the state depends on the goodwill or current mood of
officials and offers wide scope for clientelism (Fric, 2000). When officials are
replaced cooperation has to start virtually from scratch once more. It therefore
seems that the most prevalent “model of cooperative relations” between the state
and the third sector in the Czech Republic is the asymmetrical model of informal
relations.

One may conclude from the above-mentioned analyses of relations between
the state and NGOs in the Czech Republic that in many cases these relationships
are not partnerial but asymmetrical, with the NGOs being the weaker pole. We
may with some justice advance the hypothesis that, in its relationship to the state
the third sector is squeezed into the role of a sort of service appendix, intended
to supplement, in a “suitable” manner, the services of state NGOs (i.e. ROPO) in
line with the notions of officials and politicians. NGOs are supposed to operate
where the state organizations do not, or prefer not to. Such notions reduce the
role of the NGOs to an extension of the state, intended to ease the pressure on
state organizations and to stand in for them in emergency situations.

Developments since the end of the 1990s give grounds for a certain degree of
hope. Officials and representatives of NGOs are unusually agreed that since then
relations between the state and the third sector have been slowly but surely
improving. Although the asymmetrical model still prevails, cooperation is
increasing in breadth and intensity.

Notes

1 The following post-communist countries of central Europe were included in the
second wave of the JHU comparative project: Czech Republic, Hungary, Romania
and Slovakia.

2 This is why Katz and Mair call political parties linked with the state and cut off from
civil society “cartel parties” (Katz and Mair, 1996). Similarly Attila Ágh refers to
political parties in the post-communist countries as “elite parties” (Ágh, 1992, p. 19).

2a During the communist era the state built a relatively extensive network of 
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Table 13.5 Preferred models of cooperation between the state and the third sector in their
four main sub-sectors

Type of activity Type of interest pursued

Mutual benefit Public benefit

Service 1. SMB NGOs corporativist 2. SPB NGOs programme 
model financial privileges model competition ROPO

advantage: RNNO
Advocacy 3. AMB NGOs interests 4. APB NGOs corporativist 

groups model conflictual model privileged position 
political function of NGOs TRIPARTITA



state-owned organizations in the social welfare domain, which may be referred to as
“state nonprofit organizations”. Emphasis here should be put on the first term: the rel-
evant organizations were owned by the state and functioned as essentially “budgetary
and contributory” organizations, directly reporting to the line ministries. State owner-
ship and control in this domain was to stay remarkably constant, despite the change of
regime in 1989. These “state nonprofits” still exist and complete with the meaning-
fully autonomous NGOs. In the social welfare domain they continue to represent the
dominant form for providing services and managing citizens.

3 Eva Leh states that “fraudulent activities of so called ‘fake foundations’ have created
suspicion, and cast doubt on the reputation of all foundations in the region” (Leh,
1994, p. 49).

4 In 1999 the social services were funded chiefly by the state (48 percent) and the
towns and local communities (36 percent). Just under one-fifth of funding came from
churches (10 percent) and other non-profit organizations (7 percent) (Vajdová, 2005).

5 The way this dilemma is tackled is described by Eva Leh as “neo-etatization” prevail-
ing over the subsidiarity principle (Leh, 1999, p. 2).

6 For inspiration and empirical knowledge to writing this part of the text I am grateful
to the “Third Sector European Policy” (TSEP) project held in nine European coun-
tries under the leadership of Jeremy Kendall (2005). The Czech empirical evidence is
based mostly on more than 30 face-to-face interviews with public servants and NGOs
representatives (Fric, 2005).

7 Here we have in mind especially those senior civil servants who were in favor of the
old communist regime but remained in their positions because of their skills.

8 For example there is still a strong coalition of hunting associations with politicians
(across the left–right spectrum) and public servants because many are members of
these associations on the local level. Hunting is a particularly significant constituency:
in the Czech Republic there are more than 1,000 hunting associations with total mem-
bership of 3 percent of the adult population (Fric et al., 2003).

9 Therefore they (often only formally) report a huge number of members.
10 E.g. in 1992 the first government of Václav Klaus took out of the TRIPARTITA

agenda the issues of economic and structural policy, narrowed its status to a “consult-
ing platform of the trade unions and employers”, renamed it “Council for Dialogue of
Social Partners” and as such relegated it to the role of a mere observer. In 1997 the
second government of Václav Klaus included the issues of economic policy in the
agenda of TRIPARTITA once again, and accepted its new name: “Council of Eco-
nomic and Social Agreement”. In 2000 the government of Milod Zeman had further
strengthened the status of TRIPARTITA by extending its scope to include human
resources development (Şlehofer, 2001; Mansfeldová et al., 1998).

11 “The time closely after the political change in 1989 like any other revolutionary time,
did not make life complicated by procedural restrictions: it was the time when profes-
sionals did not ask anybody anything but just got into the politics” (Potucek, 1996, p.
187).

12 In mid-1992 this Government initiated taking out of the second wave of the voucher
privatization 1 percent of all shares to be subsequently deposited to the NIF. The
nominal value of thus created assets came close to three billion Czech Crowns (about
C90 million).

13 Several of these regional centres had been established during the mid-1990s with the
help of the National Democratic Institute.

14 National Development Plan is a key strategic document enabling the Czech Republic
to participate in EU Structural Funds and Cohesion Fund programmes.

15 There are only two representatives of the old service NGOs and 14 representatives of
new ones – seven Prague-located intermediary bodies and seven regional umbrella
advocacy or local service NGOs.

16 “Media monitoring indicates that when the state enters into dialogue with civil society
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(and it is covered by the media) in about 70 percent of cases it concerns trade unions
or professional associations” (Vajdová, 2005, p. 45).
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14 Institutionalising relationships
between government and the
third sector
The case of the Estonian “Compact”

Tiina Randma-Liiv, Daimar Liiv and Ülle Lepp

Introduction

Relations between government and the third sector have been a focus of interest
for researchers since the 1980s. Most of the previous studies in the field have
addressed the relationship between government and the third sector either in the
context of service provision (e.g. Anheier and Seibel, 1998; Gidron et al., 1992;
Kramer et al., 1993; Salamon, 1987, 1995; Taylor and Lewis, 1997; Taylor and
Bassi, 1998; Young, 2000) or with an emphasis on the involvement of NGOs in
political decision-making processes (e.g. Bullain and Toftisova, 2005; Casey,
1998, 2004; Craig et al., 2004; Kramer, 1981; Taylor et al., 2002; Taylor and
Warburton, 2003).

An important landmark in the institutionalisation of NGO-government coop-
eration has been the signing of cooperation agreements between governments
and the third sector, the so-called “compacts”. The adoption of this type of
agreements started with the signing of a compact in England and the rest of the
UK in 1998, and has continued with the introduction of similar agreements in
Canada and in Europe (Croatia, Denmark, Estonia, France, Hungary).

Analyses of the preparation and implementation of compacts in Anglo-
American countries are well represented in scientific literature (e.g. Brock, 2000,
2004; Craig et al., 2002; Elson, 2006; Morison, 2000; Osborne and McLaughlin,
2002; Phillips, 2001, Phillips and Levasseur, 2004; Plowden, 2003). However, a
limited number of studies have addressed the relations between government and
the third sector in the post-communist countries of Central and Eastern Europe
(Anheier and Seibel, 1998; Jenei and Kuti, 2003; Jenei and Vari, 2000; Kuti,
1992, 1996, 1997, 2001; Osborne and Kapohvari, 1998; Regulska, 2001; Svetlik,
1992). With one exception (Toftisova, 2005), compacts adopted in the Central
and Eastern European countries have not been analysed yet. This chapter
attempts to contribute to filling this gap by taking a close look at the preparation
and implementation of the Civil Society Development Concept in Estonia.

The primary focus of the authors is on the “process” (rather than the specific
content) of reaching and implementing the Estonian compact.1 The authors of
the paper have been involved in various capacities in the preparation and imple-



mentation of the compact for Estonia, which has provided them with excellent
opportunity for participant observation. The results of these observations have
been complemented by in-depth interviews with civil servants and NGO leaders,
and a study of the minutes of the parliament’s deliberations in the matter. The
present paper will highlight a number of problems related to the compact
process in both the public and the non-profit sectors, and offer a number of
general recommendations which could be useful for other (post-communist)
countries aiming to institutionalise the relationships between their governments
and the third sector. Although the authors are aware of the problems related to
the terms used in connection with the third sector (e.g. “third sector”, “non-profit
sector”, “voluntary sector” and “NGOs”), these will be used interchangeably in
the chapter.

Development of the relationship between government and
the third sector in Estonia

The history of the development of the third sector in Estonia dates back to the
nineteenth century, when in the 1860s the predecessors of modern non-profit
organisations sprung up at the dawn of the era of national awakening. The estab-
lishment of an independent Estonian Republic in 1918 was an important catalyst
for the growth of the third sector. Ruutsoo (2002: 63) describes this as follows:
“for the first time in the Baltic nations’ history, essential processes related to
nation-building – community building, civil society building, and state-building
– could develop simultaneously and contribute to each other’s progress”. During
the early 1930s, a total of 12,000 voluntary associations were registered in
Estonia (Reiman, 1933: 189). The Soviet occupation of 1940 dissolved all
associations based on civic initiative. Independent civic activism was almost
“invisible” during these times, and civil society in its classical form destroyed
(Ruutsoo, 2002: 393).

However, several authors (e.g. Lauristin and Vihalemm, 1997; Götz and
Hackmann, 2003) have pointed out that the tradition of voluntary action in
Estonia survived even after five decades of Soviet occupation. Civic movements
contributed remarkably not only to the reconstruction of democratic governance
but also to the independence movement itself. As Lauristin and Vihalemm
(1997: 75) argue: “the energy of cultural resistance accumulated during the
years of Soviet power was released in mass liberation movements”. Some
politically active associations such as the Estonian Heritage Society, the Forum
of Estonian Artists’ Unions, the Estonian Popular Front, and the Estonian Cit-
izens’ Movement were founded in the late 1980s. Alongside environmentalists
these associations became the forerunners of the national independence move-
ment. Ruutsoo (2002: 181) refers to the 1986–7 period as “the mobilisation of
civil courage”, and to 1988–90 as the “movement society” years, which were
followed by gradual institutionalisation of civic initiatives after Estonia declared
independence from the Soviet Union in August 1991. In 1995, the Estonian Par-
liament (Riigikogu) passed the Foundations Act, and in 1996 the Non-Profit
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Associations Act. These laws created a firm, stable and modern legal environ-
ment for the establishment and functioning of NGOs and brought forth a large
variety of non-profit associations (see Table 14.1).

It is possible to distinguish between three periods in the development of rela-
tionships between government and the third sector in Estonia from 1991 to
2007.

1991–6: government busy with state-building efforts, ad hoc
development of the third sector, declining civic engagement

When analysing the development of the relations between government and the
third sector, account has to be taken of the fact that the revolutionary events of
the early 1990s simultaneously swept through all levels of the Estonian society.
Together with the restitution of Estonia’s statehood, the newly created (restruc-
tured) government organisations had to guarantee the normal functioning of
society and the carrying out of radical reforms in numerous areas of life (mone-
tary reform, property reform, land reform, privatisation, return of unlawfully
expropriated property to legal owners, drafting of new legislation). Hence,
within a very short period of time, a huge number of extraordinarily complicated
and time-consuming tasks had to be implemented.

Rapid and radical changes of the early 1990s often required fast decision-
making and robust action, sometimes at the price of ignoring voices that could
have been heard. Thus, during the transition many reforms were carried out in a
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Table 14.1 Registered non-profit associations and foundations 1993–2006

Year Non-profit associations Foundations Total

1993 4,635 n/a 4,635
1994 6,003 n/a 6,003
1995 9,114 n/a 9,114
1996 10,994 8 11,002
1997 12,078 85 12,163
1998 14,835 218 15,053
1999 11,610* 306 11,916*
2000 13,668 373 14,041
2001 15,904 436 16,340
2002 17,775 502 18,277
2003 19,382 571 19,953
2004 21,294 638 21,932
2005 22,721 689 23,410
2006 23,892 710 24,602

Source: Register of Companies and Register of Non-profit Associations and Foundations.

Note
* by 1 March 1999, non-profit associations and their unions had to apply to be transferred from the

Company Register to the Non-profit Associations and Foundations Register. The organisations
which failed to comply were subject to compulsory winding-up proceedings.



top-down manner. Since the entire society was undergoing major changes, it
was relatively easy for politicians, public institutions and eventually all social
groups to accept new initiatives without any public debate. This, however, also
meant no incentive for cooperation between public institutions and NGOs.
Instead, a decision-making culture developed which embodied careless and
sometimes even arrogant attitudes towards external recommendations and
critique.

Despite the growth in the number of non-profit associations, civil engagement
was very limited, with the exception of a select few NGOs with some political
roles, whose independence was based on foreign funding. Ruutsoo (1996: 112)
claims that the early 1990s were characterised by a dramatic decline in the most
active forms of participation typical of “movement society” (demonstrations,
marches, pickets), which could not be compensated by the increased formal par-
ticipation. A survey conducted in 1996 revealed that 81 per cent of ethnic Esto-
nians and 92 per cent of the non-Estonian population had not participated in any
political activities based on civic initiative (Ruutsoo, 2002: 360). The same tend-
ency emerges from the results of the World Values Survey of 1990–1 and of
1995–7 (Howard, 2003: 71–72), which show a decline in organisational mem-
bership in all post-communist countries. This decline is partly explained by the
economic difficulties experienced by those countries in the early 1990s. As
Howard (2003: 74) states: “it takes a certain level of economic well-being for
the people to be able to devote time and energy to organisational activities and
countries with greater economic means should have higher levels of organisa-
tional membership”. However, in addition to economic reasons the decline of
civic engagement in Estonia has been influenced by the stark absence of
involvement culture in the Soviet period, the use of the enormous but short-lived
engagement during the independence movement in 1990–1 as the basis for
comparison, the entrance of NGO leaders to party politics, and by the urgency
of fundamental reforms that had to be carried out by the new democratic
government.

1997–2001: gradual strengthening of the third sector, random
recognition of individual NGOs by public institutions, limiting the
role of NGOs to that of service providers

By the late 1990s, a few NGOs had been able to develop into opinion leaders
and centres of specific expertise and information. However, as elsewhere in
Central and Eastern Europe (Lomax, 1997), the interest of the state in the devel-
opment of civil society in Estonia was limited. The political forces that domin-
ated in the Riigikogu in the 1990s were not interested in the development of
independent civic activism or of civil society (Ruutsoo, 2002: 366). The Eston-
ian Human Development Report (1999: 39) concludes that:

the lack of openess in state administration and in the political decision-
making processes, the unwillingness of the political and business elite to
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take seriously opinions different from their own, and the loyalty of the
groups close to power primarily to associations related to their own back-
ground had an obstructive influence on the development of the civil society
into a serious partner.

Third sector organisations were rarely consulted in the political decision-making
process, the consultations themselves were random and involved only a limited
number of umbrella organisations, employers’ associations and trade unions.
There was practically no understanding of the need to conduct any consultations
with the representatives of civil society.

Instead, politicians and civil servants tended to take a rather pragmatic view
of NGOs by seeing them more in the role of (public) service providers and less
as participants in the decision-making process. This is reflected in Taylor and
Lewis (1997: 44–45) who find that:

partnership with the voluntary sector requires a recognition from central
government that statutory and voluntary sectors have complementary not
parallel strengths and that neither can substitute for the other. Otherwise,
from playing a complementary role, voluntary organisations could find
themselves becoming not even a true alternative to statutory provison but an
agent, a pale imitation.

The instances of non-profit organisations being placed in the position of an
alternative rather than a complementary service provider have been common in
Estonia. Especially after the economic crisis in 1997, a few political and admin-
istrative leaders publicly declared that one of the primary tasks in the involve-
ment of NGOs in public service provision was to attract additional financial
resources, often available for non-profit organisations only. The all-out privati-
sation process also contributed to the development of the image of NGOs as
(public) service providers (the privatisation of clinics, theatres, social services,
etc.).

A few Estonian examples also support the following position taken by Young
(2000: 149): “a dynamic economy creates social dislocations that stimulate non-
profit sector initiatives to address social needs in a supplementary mode, in the
context of a relatively passive or unresponsive government”. As various forms
of foreign aid were available for NGOs in the mid-1990s, state institutions were
only too happy to leave quite a few important policy fields, e.g. HIV/AIDS pre-
vention and violent crime victim support wholly in the purview of the third
sector (after 2004 these have been partially “re-nationalised” in Estonia – which
appears to corroborate the “cycle theory” of Young (2000)).
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From 2002 to 2007: institutionalisation of relations between
government and the third sector, recognition of both economic and
political roles of NGOs, serious problems with funding available to
voluntary organisations

Until the beginning of the twenty-first century, relationships between the
government and the third sector in Estonia developed on the basis of short-term
one-off contracts and were often dependent on individual public officials who
happened to support cross-sectoral cooperation. A considerable degree of polit-
ical and administrative instability also influenced the hectic and random practice
of cross-sectoral relations. Twelve different Cabinets were in office during the
period of 1991–2007. The coalition governments have usually included at least
three parties, which has tended to result in rather unstable power relations.
Anyone who has experienced the “prisoner’s dilemma” type of relationships
knows that building trust requires a certain level of stability. Since trust can only
arise as a result of repeated interaction between the same partners, a constant
change of partners creates a context that effectively counteracts any partnership
and network building (Peters, 1998; Milward and Provan, 2000). Additional dif-
ficulties emerge from the fact that the decentralised Estonian public sector is
characterised by a wide diversity of working methods and development levels
(Randma-Liiv, 2005). Although several public organisations have involved
various interest groups and NGOs in their decision-making process, these one-
off arrangements should still be viewed as “pocket developments” which do not
have a considerable effect on the cross-sectoral relations.

In this situation, the biggest Estonian NGO umbrella organisations perceived
the need for a more systematic and organised way of cooperation with the state.
As it appeared useless to develop relationships with individual politicians and
top civil servants, whose office terms usually tended to be rather short, the aims
were set at a greater institutionalisation of the relations between government and
the third sector. The main reason for the preparation of the Estonian Civil
Society Development Concept (EKAK) was the need to create a shared basis of
understanding for the cooperation between the public and the non-profit sectors
and to consolidate basic recognition for the non-profit sector as a whole. The
issue of third sector finances was of great importance, especially taking into
account the absence of transparency in schemes governing the funding of non-
profit organisations from public budgets, and the increasing sense of financial
crisis among Estonian NGOs following the departure of important foreign
donors.

Meanwhile the political and administrative elites had gradually started to
recognise the challenge of moving from the practices of early transition years,
during which new policies and programmes had to be adopted immediately, to
more careful preparation and evaluation of new policy initiatives that required
cross-sectoral partnership. The policy-making process had thus become more
transparent, creating new and easier-to-understand channels for NGOs wishing
to become involved in decision-making. The accession to the European Union in
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2004 has also had a positive effect on cross-sectoral consultations since several
EU instruments (e.g. the White Paper on European Governance of 2001, the
Mandelkern Report of 2001) require the policy-making processes to include a
consultation of stakeholders.

Preparation of the Estonian Civil Society Development
Concept

The initial idea of the Estonian Civil Society Development Concept was
developed within the framework of the cooperation project of the UNDP and the
Estonian government titled “Strengthening Estonian NGOs’ Sustainability”
(1998–2000). The project was coordinated by the widest-recognised umbrella
organisation of Estonian NGOs, the Network of Estonian Non-Profit Organisa-
tions (NENO). In the course of legal and accountancy consultations provided to
a large number of NGOs, consultants started discussing the idea of preparing a
strategic document for cooperation between NGOs and the government. The
main reasons behind this idea included the need expressed by the NGOs con-
sulted for a clear framework and standards of cooperation with the government
and an access to decision-making over public budgets.

After several meetings among NENO, the non-profit leaders, social scientists
and civil servants, the initial plan emerged to use the format of a national strat-
egy passed by the Estonian parliament Riigikogu. The project team presented the
idea to the members of the Riigikogu in June 1999. These presentations suc-
ceeded in securing the acceptance and support of a number of leading MPs as a
result of which initial talks were launched for the preparation of a cooperation
memorandum between the largest Estonian non-profit umbrella organisations
and all interested political parties. It should be mentioned at this point that the
parliamentary elections of March 1999 had brought to power a coalition of pro-
gressive political parties (and their energetic democratically oriented leaders).
Explicit support of the leaders of these political parties was crucial for the initia-
tion of the preparation of the EKAK.

As a result of the introduction of the British Compact during the visit of the
representatives of the British National Council for Voluntary Organisations to
Estonia, the British Compact was found to constitute a suitable format for
Estonia. The NENO team then successfully applied to amend the joint project
between UNDP and the Estonian government. As a result, the goals and actions
of the project were refocussed from providing consultations to individual NGOs
to the drafting of the EKAK. Under the amendment, the remaining funds of the
project (approximately US$90,000) were allocated almost entirely to the draft-
ing process.

Since the drafting of the EKAK was supported by Estonian political leaders,
there were no restrictions to its rapid progress. As a result, in December 1999
ten biggest NGO umbrella organisations and all of the ten political parties
represented in the Riigikogu of the time signed a Cooperation Memorandum that
expressed the commitment of its signatories to the elaboration of the EKAK and
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the formation of a Cooperation Chamber bringing together Estonia’s political
parties and third sector umbrella organisations. The provision of the closing
article of the memorandum was a landmark sign of changing perceptions of the
relationship between the public and the non-profit sectors: “The dialogue
between political parties and non-profit associations is aimed at developing a
new understanding of the relationship between the public and the non-profit
sectors in today’s democratic society and at achieving a substantive growth of
civic initiative”.

The preparation process of the EKAK can be divided into two main periods.
The first dates from the elaboration of the first draft until its rejection by the
Riigikogu in spring 2000. The second includes the preparation of a new draft by
a small expert group, followed by public debate, the acceptance of the draft by
the National NGO Roundtable, and its ultimate adoption in the Riigikogu in
2002.

During the first period, a coordinating body was formed by the leaders of
NGO umbrella organisations, chaired by a project coordinator appointed by
the NENO. Eight loosely connected working groups were established and
assigned the task of preparing the different thematic parts of the EKAK.
However, serious substantive conflicts arose between two different schools of
thought within the non-profit sector. The first supported a broad and more
Anglo-American based approach to NGOs as the basic framework of the
EKAK. The other tried to lean the draft towards a more limited view of the
third sector, with special attention given to cooperative associations (mainly
agricultural). The cooperative movement has its historical roots in the First
Republic of Estonia (especially in the 1930s) when cooperatives were rather
widespread and received lavish support from the government. Despite the fun-
damental disagreements outlined above, both groups basically agreed on the
need to cooperate with public authorities.

However, conflicts not only between these different approaches to the third
sector but primarily between various NGO leaders soon poisoned the collabora-
tive atmosphere in and between the working groups and the project coordinator.
As a result, the initial draft of the EKAK lacked clear vision and backbone.
Because of contradictions over the basic push of the document as well as insuffi-
cient coordination skills and a lack of substantive expertise in drafting it, the first
draft presented to the Culture Committee of the Riigikogu in April 2000 was
rejected by the MPs as inadequate. The Committee’s criticism of the document
was devastating (minutes of the Committee of Cultural Affairs sitting of 18
April 2000):

MARJU LAURISTIN: . . . My criticism starts from the fact that everything is turned
on its head in this draft . . . One cannot say that it is a task of the state to
create civil society. This would run against the very concept of civil society
. . .

PEETER KREITZBERG: Such concepts should be formulated with the utmost care.
To begin with, it ought to be elementary to correct simple misprints.
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The Culture Committee suggested that another draft version of the EKAK be
prepared, this time with the help of academic experts.

This fiasco caused a crisis in project management and by September 2000
had resulted in the replacement of the project leader and of the Executive Direc-
tor of the NENO. The new leadership of the NENO and the new project coordi-
nator decided to prepare a new draft from the scratch and to reorganise the entire
drafting process. Instead of the previous system of working groups consisting of
voluntary members whose output would not be subjected to revisions by a com-
petent editorial body, a small drafting group of independent and internationally
recognised experts was formed. After a month of intensive work the new draft
was published in the nationwide daily Eesti Päevaleht. It was also sent to 3,000
NGOs by email. In order to introduce the ideas of the Concept and to discuss
these with different NGOs and public officials, 15 regional roundtables with a
total of approximately 400 participants were organised all over Estonia (Liiv,
2001). The ideas proposed in these meetings as revised by the expert group
became the basis for amendments to the draft. In addition, a number of experts
were asked to conduct a study on cross-sectoral expectations and views in
Estonia (Ruutsoo et al., 2004), the outcomes of which were introduced to the
Riigikogu (the Constitutional Law Committee, the Cultural Affairs Committee
and the Social Affairs Committee) together with the new draft in December
2000. As a result, the new draft was accepted by the MPs as a suitable basis for
opening the debate.

Meanwhile the former project coordinator and the former Executive Director
of NENO distanced themselves from the project and together with a few
umbrella organisations made an attempt to amend the rejected draft and to
regain control of the process. To clarify such power struggles, the NENO organ-
ised the first National Roundtable of Estonian NGOs which became a major
public forum for Estonian non-profit organisations. The draft of the EKAK was
approved by the representatives of more than 220 non-profit organisations of the
Roundtable in February 2001. The support of the National Roundtable gave final
legitimacy to the new draft and, after the necessary editing, it was officially
entered on the parliament’s agenda in April 2001. According to the resolution of
the Speaker of the Riigikogu, it was then assigned as a matter of national import-
ance to the Committees of Cultural Affairs, of Constitutional Law and of Social
Affairs for preparing the debate of the full House. In October 2001 the above-
mentioned committees arranged a public hearing of the EKAK and formed a
small editorial committee consisting of two representatives of NGOs and two
MPs from each committee in order to prepare the final text of the document.

The substance of the EKAK did not change much in the Riigikogu since the
MPs involved supported the preservation of the partnership approach and
backed the majority of ideas proposed by the third sector. At the same time three
significant amendments were introduced. First, the structure of the text was
changed by replacing the sections setting out the different characteristics of both
sectors by a single section focussing on their common ground. By that, reference
to most of the features exclusively characteristic of the non-profit sector were
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eliminated from the document. Second, MPs tried to avoid specific implementa-
tion promises. MP Paul-Eerik Rummo, chief rapporteur of the matter in the final
reading in the Riigikogu gave the following reasons for this position: “Giving a
highly detailed list of specific steps is not an appropriate style in strategic docu-
ments. Hence, in order to make the implementation of the Concept more flexible
we have edited out all such specific references throughout the document”
(minutes of the Riigikogu plenary sitting of 12 December 2002). As a result, in
regard to matters of representation of the non-profit sector in the main imple-
menting body of the EKAK, the document was worded in the most general
terms; all references to specific implementation activities were deleted and
replaced by general guidelines. Third, the wording of the EKAK was changed
by deleting the purportedly leftist concepts (such as “social capital” and “social
cohesion”) and emphasising a more liberal and individualistic approach towards
civil society. References to state support for NGOs were effectively eliminated
and replaced by an emphasis on voluntary action by citizens. These amendments
resulted from the prevalently liberal political orientation of the majority of MPs
working with the text of the EKAK. Despite the amendments, the document pre-
served its initial values of partnership and participatory democracy. The EKAK
was debated and adopted by the Riigikogu on 12 December 2002.

The EKAK brought into public debate the issues of effective cooperation
between public bodies and NGOs, and relations between the state and civil
society. Lagerspetz (2003) describes the drafting process of the EKAK one in
which the Estonian NGOs defined themselves, their relations with the public
sector, their relations with each other and their overall role in society for the first
time in Estonian history. It is therefore difficult to underestimate the role of the
EKAK in developing and systematising the roles of various actors in the new
Estonian democracy.

It is interesting to note that the Executive did not have any role in the
preparation process of the EKAK. The possibility of a systematic involvement
of the Executive was discussed in the initial phase of the preparation of the
EKAK but finally rejected due to several reasons. As the events immediate pre-
ceding the drafting of the EKAK in Estonia had proved, coalition governments
were only able to stay in power for a short time and there was always the danger
that a new one would take a different view of the project. The parliament, on the
other hand, was seen as capable of giving an enduring guarantee to the stability
of the approach eventually decided. It was also expected that discussions in the
Riigikogu would secure the EKAK and the non-profit sector the public attention
that both needed. All necessary resources for the preparation of the EKAK had
to be secured by the non-profit sector itself. Most of these were found through
the cooperation project with the UNDP as well as through the Baltic–American
Partnership Program. Consequently, the EKAK was initiated, prepared and
accepted not because of the Executive but despite it.
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Implementation of the EKAK

Since compacts are not legally binding documents, implementation is of key
importance in any compact process. The authority of a compact is derived from
its endorsement by the government and, through the consultation process
involved, by the voluntary sector itself (Plowden, 2003: 423). The successful
implementation of compacts is likely to depend on the bodies and institutions
designated to carry out specific implementation tasks and on the readiness and
commitment of their members to proactively tackle potential problems. Also, the
resources allocated for the implementation process are likely to be a major deter-
minant of the success of the compact.

The adoption of the EKAK was considered the starting point of a long-term
process of developing partnership between the government and the third sector.
However, the absence of the Estonian Executive in the preparation of the EKAK
caused problems of awareness, ownership and commitment on the part of the
Executive. After the general elections of March 2003, the new coalition decided
to authorise the Minister for Regional Affairs to deal with matters concerning
civil society (including the implementation of the EKAK). The first step taken
by the Minister was to convene the Joint Committee of representatives of the
public and the third sectors. Initially, the Joint Committee formed three working
groups: one to deal with legislative matters, one with finances and statistics, and
one with civic education. The working group of finances and statistics was later
renamed the sustainability working group. The work of the Joint Committee was
to be supported and coordinated by the Department of Local Government and
Regional Administration of the Ministry of Interior.

The nomination of non-profit sector representatives to the Joint Committee
became a rather sensitive issue. The draft EKAK submitted to the Riigikogu had
proposed that the National Roundtable of Estonian NGOs should nominate the rep-
resentatives of the sector. However, because of the novelty of the Roundtable, this
article was deleted without introducing any specific provisions governing member-
ship of the Joint Commitee in its place. It allowed the Executive to draw up its own
list of possible NGO representatives by asking ministries to name organisations
they would like to see represented in the Committee. Consequently, the initial list
consisted mainly of the representatives of NGO umbrella organisations closely
cooperating with the ministries on specific issues. Naturally, no “trouble-maker”
NGOs were included. Similarly, no NGOs dealing with the general issues of the
non-profit sector appeared on the initial list because they had no “partner Minister”
to propose them. As a result, the NGOs which had played a leading role in the
preparation of the EKAK opposed this arrangement and eventually achieved a few
seats on the Committee as a compromise solution. Personal appointments of repre-
sentatives were left to the discretion of the selected NGOs.

The issue of representation is often complicated in the non-profit sector. Even
in old democracies with strong and widely recognised third sector organisations,
this problem has been difficult to solve (Phillips, 2003). In transitional societies
with a number of new and ambitious NGOs, and with no widely recognised and
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proven umbrella organisations, the representation is even more complicated (see
also Toftisova, 2005: 14). Such a top-down nomination of NGO representatives
created a situation where the Estonian third sector was represented in a crucial
decision-making body mainly by government-friendly individuals, some of
whom lacked both the interest as well as the knowledge and skills to influence
decisions. As one NGO leader put it: “Some of the non-profit members (of the
Committee) have never contributed to the discussion or said anything sensible.
A few of them do not even participate in the meetings or working groups of the
Committee” (interview with an NGO leader, 30 July 2006). A civil servant
sitting on the Joint Committee claimed that:

until 2006 there were no rules in the Committee by-laws on how to replace
a member in case he or she does not participate. In practice we are in dire
need of such a mechanism because some of the NGO representatives do not
participate or are not capable of participating in the work of the Committee.
In case of civil servants it is easy to ask the respective Ministers to make
replacements.

(interview with a public official, 4 April 2006)

The main concern with the Government membership in the Joint Committee
was twofold. First, quite a few public institutions failed to nominate their repre-
sentatives, most likely due to a lack of interest and motivation. Second, the min-
isterial nominees to the Joint Committee tended to be low-rank civil servants
with no actual decision-making power. Moreover, some of them were: “defi-
nitely not overly excited about being nominated to the Committee and took to
their membership of this Committee as a ballet dancer would take to milking a
cow”, as one of the NGO leaders put it (interview with an NGO leader, 30 July
2006). As a result, there was considerable turnover among the members of the
Joint Committee during the first two years of its sessions.

The situation with representatives of the Executive in the Joint Committee
changed radically in the first half of 2006. Finally, all ministries were able to
nominate their representatives, and the civil service rank of these increased sub-
stantially. As expressed by a member of the Joint Committee, “in most cases
new government representatives have had already some experience of working
with NGOs and at least hold some sway in the issues” (interview with a public
official, 4 April 2006). In addition, as one NGO representative remarked:

some of the initial government representatives have already made rather
impressive careers and are approaching top-rank positions in their ministries
with considerable power and influence. And because of the EU rules requir-
ing extensive consultations in the decision-making process, these officials,
despite their limited knowledge of the matter, have suddenly become the
most informed persons in their ministries on cooperation issues, approached
by everybody else for advice.

(interview with a public official, 4 April 2006)
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It has been observed that the gap between formal acts and procedures on the
one hand and their actual implementation on the other represents a far-reaching
problem in most post-communist countries (Verheijen, 1998). Indeed, already in
the first meeting of the Joint Committee, one of the leading principles of the
EKAK – partnership between the two sectors – was called into question. The
proposal to introduce a co-chairmanship of the Committee was rejected by offi-
cials and the Minister for Regional Affairs was appointed single Chair. In order
to counterbalance this scheme, parity co-chairmanships of individual working
groups were created.

During the first two years, the actual work of the Committee was dominated
by a few widely recognised NGO leaders who actively participated in the
preparation process of the EKAK and became co-chairmen of working groups.
They set up an initial agenda and secured the preparation and implementation of
the first Action Plan for 2004–2006. In an interview given to the authors of this
paper, one of the active NGO leaders confided that:

there was nothing to be expected from the civil servants since the vast
majority of them did not have any inkling of and understanding for the
issues. After the first meeting it was clear that we had to assume respons-
ibility and start tackling the issues . . . Fortunately, the civil servants trusted
us. Some of them were quick learners and soon became genuine supporters
of the EKAK ideas.

(interview with an NGO leader, 24 July 2006)

It is difficult to assess the first results of the EKAK since the first Action Plan
has not run its course yet. The focus of the first years of implementating the
EKAK has been on carrying out an analysis of the general situation of NGOs,
and on specifying the tasks for the following years. Consequently, a number of
surveys and studies have been conducted on third sector statistics, on the indic-
ators for measuring the implementation of the EKAK, the finances of the third
sector, on voluntary work, non-registrable informal associations, umbrella
organisations and participation in the decision-making process. However,
perhaps the most important outcome of the implementation process, one that can
be observed already at the time of writing this paper is the fact that the govern-
ment has gradually started to recognise the need for cooperation with the non-
profit sector. Additionally, organised events have been launched to honour
voluntary work and volunteers. A document titled “Best Practices in Community
Involvement” has been drawn up in collaboration with the State Chancellery.
This project is important because it is among the few that cover all ministries
and is supported by the Prime Minister personally. The least developed field has
been that of the promotion of civic education where very little progress has been
achieved so far.

Two structural problems have come to the fore during the implementation
process. Gradually, members of the Joint Committee have lost their initial
enthusiasm for:
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making beautiful plans for activities for which no funds were allocated and
no plans for future allocations existed . . . The money allocated for the work
of the Joint Committee covers only the cost of our correspondence and of
tea for Committee meetings. The funding fails even to buy sugar for the tea.

(interview with an NGO leader, 18 September 2006)

The work in the Joint Committee has proceeded on a voluntary basis which has
made it very difficult to get the best and the brightest to join in. In 2006, less than
C45,000 was allocated from the national budget for the implementation of the
EKAK. This sum is even less than that granted annually for the EKAK by the non-
governmental Baltic–American Partnership Program. Another structural problem
concerns coordination within the non-profit sector since the NGO representatives
on the Joint Committee have distanced themselves from the Representative Council
of the National Roundtable of NGOs because of excessive workload. By that an
important link between the Roundtable and the Joint Committee has been severed,
and the importance of the Rountable as a representative body of non-profit sector in
the framework of the EKAK implementation process reduced considerably.

A major change in the implementation of the EKAK took place in the first
half of 2006 when the Executive rolled out an initiative of its own, announcing
the preparation of the Agenda for Supporting Civic Initiative in 2007–10. On the
one hand, the Agenda can be seen as a success of the EKAK process – for first
time the Executive itself has recognised that cooperation with the non-profit
sector is an important political topic and should be accorded corresponding
attention. On the other hand, the Agenda is rather limited in its scope. It merely
lists the existing functional tasks of government departments, chiefly in matters
of regional development, which have very little to do with civic initiative and
the political roles of NGOs. It is in effect a step backwards because it tries again
to limit the role of NGOs to service provision. The Agenda is taking the neces-
sary attention (and funding) away from the EKAK, and NGOs do not see much
they can do to influence it. The new situation was reflected by a very low
number of amendments proposed by the NGOs to the Agenda, a vast majority of
which were not accepted either. Thus, on the one hand, the leaders of NGOs feel
that the situation is changing and now is an important moment to shape future
developments but on the other they often express views such as:

I just do not have the energy and will to fight this inadequate Agenda. We
do not even understand what the Agenda means in the context of the work
of the Joint Committee. Let’s hope that the new Government will change
the Agenda after the 2007 general elections.

(interview with an NGO leader, 18 September 2006)

The authors can here only agree with Eva Kuti, who writes that:

in most Eastern European countries there are several explicit and implicit
government policies influencing non-profit organisations, and they often
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lack consistency. The explicit, publicly expressed policy can be supportive.
But at the same time, the practical measures and implicit policies developed
at different policy levels may be harmful for the non-profit community.

(Kuti, 2001: 194)

Lessons learned

The institutionalisation of relationships between the Estonian public and the
non-profit sectors has not only contributed to the cross-sectoral partnership but
also helped the government and the society to build an understanding of the
nature of the third sector. Consequently, in addition to the specific objectives of
the EKAK, a few broader goals have been achieved as well. In this respect, the
entire process of preparing and implementing of the EKAK holds various
lessons which might be useful for other, especially post-communist countries
who are planning to institutionalise the partnerships between their public sectors
and non-profit organisations.

• Many politicians and senior civil servants in post-communist societies are
not ready to discuss true partnership between the non-profit and the public
sectors because of their insufficient civic education and poor understanding
of the basic principles of governance. Therefore, it is crucial to find indi-
vidual supporters in the top ranks of decision-makers. Trust and relational
capital (Capello and Faggian, 2005: 77) seem to be of key importance in
developing and institutionalising cross-sectoral partnership. As evidenced
by the Estonian case, the genuine supporters of partnership among politi-
cians and senior civil servants tend to have intellectual or academic back-
grounds or a personal link to NGOs.

• The internal diversity within the non-profit sector, the lack of sector-wide
cooperation as well as the problems of authority to represent the entire
sector may complicate negotiations with the public sector. Power struggles
within the non-profit sector, when rendered public, may considerably under-
mine the legitimacy of that sector and cast a shadow of doubt on the whole
process of reaching an agreement. On the other hand, the institutionalisation
process forces individual NGOs as well as their umbrella organisations to
look for common ground and to clarify their values, roles and identity. The
preparation and implementation of a compact can be seen as a litmus test
telling the progressive and constructive NGO opinion leaders from specific
lobbies, and is likely to contribute to the rise of new NGO leaders.

• As also indicated by Morison (2000: 125), the institutionalisation of rela-
tions between government and the third sector serves as a learning
opportunity for both parties by allowing them to take a closer look at the
values, interests, strategies, people, financing, internal problems as well as
the “language” of each other. Thus, it is not only the ultimate goal of
signing a compact that is important, but also the very process of elaborating
one and implementing it. Hence, for the purposes of learning, but also for
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the consistency of implementation, the creation of a widely perceived sense
of “ownership” should be strived for. This can be attained by gradually
involving as many politicians, civil servants and NGO leaders as possible in
the process of preparing the compact.

• Partnership with NGOs is not likely to be among the top priorities of politi-
cians. Consequently, an important challenge for NGO leaders is to learn to
play effectively on the short-term interests of politicians and to push the
institutionalisation process towards yielding tangible results by consistently
covering the issue in the mass media and systematically applying pressure
to politicans to advance it. An important tool for introducing the non-profit
sector to politicians is the use of reliable data on NGOs. As the statistics on
NGOs are poor in most post-communist countries with the exception of
Hungary (Kuti, 2001: 194–195), it is essential to improve these and to
create a comprehensive register of non-profit organisations. This would
provide policy-makers and NGOs themselves with information about the
size, scope, structure of and developments in the third sector.

• The transparency of third sector finances is one of the most burning issues
for both sectors (Kuti, 2001: 194; Regulska, 2001: 189). It may become the
main stimulus for dialogue on and the institutionalisation of cross-sectoral
relationships. The withdrawal of foreign aid for NGOs in post-communist
countries (Kuti, 2001: 198) substantially affects the funds available for the
non-profit sectors which, in turn, makes them more dependent on the state.

• The implementation of a compact requires both human and financial
resources, especially during the first years (Elson, 2006: 41) of the process.
Ample amounts of both types of resources will be needed to carry out the
necessary training, prepare specific guidelines for cross-sectoral coopera-
tion, develop sub-documents of the “compact” (e.g. Best Practices in Out-
sourcing Public Services, Best Practices in Community Involvement,
Principles of Funding Civic Associations from the National Budget, Stra-
tegic Plans for Voluntary Action), introduction of best practices, carrying
out pilot projects, and monitoring the entire implementation process. A
central, knowledgeable and influential implementation body is an important
prerequisite for successful implementation of a compact (Elson, 2006: 40).

• Finally, the EU accession has considerably contributed to civil servants’
understanding of the involvement of NGOs in the policy-making process.
Consultative decision-making policies of the EU have made civil servants
more motivated in institutionalising government–third sector relationships.

Summary

This chapter analyses the relationships between the public and the non-profit
sectors in post-communist societies using the example of Estonia. Estonia is
among the few countries which have institutionalised the relationship between
the public and the non-profit sectors by elaborating the Estonian Civil Society
Development Concept in 2002. The authors investigated the preparation and
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implementation of the EKAK with a focus on the “process” of institutionalisa-
tion rather than its substantive issues. The preparation of the EKAK was
explored by analysing the motives and the very start of the drafting process, the
interests and differences of opinion in the government and the third sector itself.
The analysis of the implementation of the EKAK was carried out for the period
from 2002 to 2006. Issues related to the organisation of the central cooperation
body and the representation of the Executive and the third sector, the formula-
tion of the working agenda as well as the financing of the cooperation were dis-
cussed. The paper concludes by highlighting several problems affecting
cross-sectoral partnership in both the public and the non-profit sector, and by
providing relevant advice which could be useful for other (post-communist)
countries which aim to institutionalise the relationship between their govern-
ments and the third sector.

Note

1 The full text of the Civil Society Development Concept is available on the website:
www.ngo.ee/7337.
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15 Hybrid organisations
Background, concept, challenges

Adalbert Evers

Introduction

The word “hybrid” means that elements which usually do not go together or
belong to different spheres get intertwined within one organisational being. In
recent years the author of this contribution together with (see Evers and Laville
2004) or parallel to other colleagues (see Brandsen et al. 2005) has taken up this
notion in order to describe organisations that in a way tie together character-
istics, that get usually separated in state, market and third sector organisations.
This contribution will in its first part sketch the background concepts and the
special notion of the third sector as an intermediary sphere that is behind my
concept of what hybrid organisation means. The second part of the contribution
will once again summarise what I see as constitutive for hybrid organisations
and clarify what difference it makes to those concepts, that draw clear demarca-
tion lines between state, market and third sector organisations. In a third and
final part open and controversial questions and challenges for further research
will be sketched. Altogether this may allow for an overview on a topic I have
hitherto dealt with in several publications.

Background: the third sector as an intermediary sphere

Whether it is the prefix “voluntary”, “non-profit” or “independent” – there have
been various theoretical and political concepts that are united in the attempt to
describe their object of studies as a clear cut sector. I myself use the word “third
sector” just as a working tool, indicating with this neutral label, that by using it
no special theoretical link to one of the existing concepts is included.

Since the early 1990s there have been attempts to conceptualise this third
sector differently (see Evers and Laville 2004a); for my contributions to this
developments the word “intermediary” has been central (Evers 1995). The idea
was to capture society as a whole as constituted by the interaction of basic
spheres, each of them linked with some key principles: the state, the market
economy and community. For some analysts, e.g. in the social policy debate,
this is already all there is, for example G. Esping Anderson (2002: 11) who
argues that the state, the market economy and the family – a community



archetype – are the three basic “welfare pillars” of society. In contrast to that,
third sector research builds on the assumption that a third sector is next to
market, state and community/family as another basic cornerstone.

However, the idea behind understanding this third sector rather as an interme-
diary sphere was first of all, that in contrast to the other sectors, that are linked
with ever dominating key principles, this “sector” is (at least in modern demo-
cratic market societies) more a kind of plural public space, where different
values coexist. The special element that is formed in this space, deliberate
association and social solidarity, is coexisting with others, like e.g. possessive
individualism and rivalry. Different to that:

• the modern republican state is marked by such basic values and principles
like unification and hierarchical decision-making;

• for the market economy, besides the guiding instrumental orientation,
competition and the search for profit are key principles;

• for community special bonds of obligation, but as well of care and affection,
are basic (see the similar parallel concept of these three basic institutions as
developed by Offe 2003).

The idea behind the third sector as an intermediary sphere is, that beneath its
principles of associating freely, there is always the presence and impact of the
other spheres just mentioned: associations get guaranteed and regulated by state
law; as soon as they offer goods and services, their “social economy” is exposed
to the market economy principles and finally some associations and their organi-
sations are after all not so voluntary at all – being enshrined in religious tradi-
tions, ethnicity and the respective communities. This all makes up, as it has been
argued, for a special degree of plurality and diversity to be found in this public
space; the social field of the intermediary sphere beyond the core areas of state,
market and community is marked by all kind of intertwining and balances
between solidaristic and associational values, quests for unity and diversity, effi-
ciency and expression, by attempts to cultivate communities and to break up
with them.

Up until today there is – except in economics – little theory of a “third
sector”. Due to this and the nearness of the third sector to what is debated as the
“civil society” one has been tempted to merger or nearly identify third sector
and civil society (for the notion of a “civil society sector” see Salamon and
Anheier 1997b). In this chapter I will not go into the problems of such an
attempt. It should instead of that once again be enumerated what makes the
concept of the third sector as an intermediary public sphere different from other
concepts and viewpoints:

• It is suggested, to see the third sector in contrast to the other poles or sectors
as being not to the same degree marked by a central principle; it is rather the
enormous plurality and diversity of orientations and organisational forms
and principles that springs to the eye.
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• The impulses that come from the poles of the state, the market and the
world of communities are highlighted, attention is given to their very pres-
ence in the third sector; however, vice versa from the public space and the
third sector as well impulses can go to the other sectors, e.g. softening and
liberalising formerly “strong” communities, establishing a more participa-
tory state-structure or affecting those parts of markets, that are more socially
and locally embedded as most of the others.

• The diverse third sector organisations in a field under opposed influences
are often unstable and/or changing; sometimes their history is marked by
trajectories where they, for example spring off a local community and end
up near to a ministry or the marketplace.

• Finally, rather than speaking of a sector with clear demarcation lines one
should be aware of the grey zones, where it is unclear, where public prin-
ciples end and the privacy of community begins and where the outskirts of
state–public institutions are to be found nearby third sector organisations,
with each side operating in firm partnership; therefore sphere is more accur-
ate than sector.

It should be remembered that such an analytical perspective is at some points at
odds with the most widespread concept of the third sector, the one that has been
developed in the context of the Johns Hopkins research and its impressive inter-
national measurements of third sectors (Salamon and Anheier 1997a). The Johns
Hopkins concept is, by the way, not a theoretical but a classificatory approach,
that tries to demarcate the third sector by a number of characteristics of the
organisations that make it up. When compared with the analytical perspective
sketched above, three issues are controversial, each of them having to do with
the intermingling between the third and the other “sectors”

The most widespread controversy has been about the demarcation line
towards the (market) economy. The “non-distribution constraint”, used by the
Johns Hopkins approach, basically says that no surplus is to be distributed
among members (in order to prevent a for-profit-orientation). From the perspect-
ive sketched above the core issue is a different one. What counts here is the
degree, the influence from other sides can restrict and counterbalance for-profit
logics; the real issue would then be the political and social embeddedness, or, in
a more limited view, the type of governance of a third sector economy (Borzaga
and Mittone 1997). As long as its embeddedness and governance guarantees that
it is not-for-profit in the first place, it may well make profits.

A less perceived controversy is about state–third sector interrelationships; it
pictures in different ideas of the third sector as part of civil society. While in a
sectorial perspective third sector organisations are an essential feature of a “civil
society sector”, the perspective sketched above would rather argue that a civil
society is the outcome of proper interrelations and positive interactions between
the foundational democratic impulses that can come from the state on the one
hand (e.g. guaranteeing associations by law, assuring them status and resources)
and from society (association building and volunteering) and finally community
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(e.g.: loyality) and even the market (e. g. entrepreneurship) on the other hand. A
civil (or: a more civic) society at large is not to be identified with the special
realm of civil society or a (third) sector.

Finally after mentioning issues that are concerned with the interactions of the
third sector with the state and the market economy, one should not forget to look
at community as well. The idea, to count into the third sector only voluntarily
founded associations with democratic internal rules (as the Johns Hopkins cri-
teria catalogue is stating) is questionable (see as well Walzer 2004 on “involun-
tary constraints”). Many organisations are “more or less” voluntary, like the
ones near to religious organisations, ethnic groups and as well those founded on
communities of class and ideology; even the more “freely chosen” ones are by
their internal structure not always democratic and civil societies do allow for dif-
ferent types of internal organisation (see those under church law). A restrictive
concept of “voluntary” organisations, as used in the Johns Hopkins classifica-
tion, leaves out much of what exists outside states and markets and it has little to
contribute to the present debates on multiculturalism and the role of ethnic
communities in civil societies. These debates however mirror the fact that
“community” and its non-voluntary and meagre democratic features have seen a
“ack” in the last decades and that they can not altogether be simply cut off from
a civil society and a third sector. (for example, muslim-linked educational ser-
vices acting as acknowledged partners of state–public policies within the third
sector). One can however argue as well on a more abstract level. From the very
moment on when a community principle like “care”, that is about personal inter-
relations, is not anymore a private but a public issue, it is an element that inte-
grates communities at least partly into civil society.

As a final remark it should be added here, that a theoretical concept, which is
more about the intermingling of spheres and principles than about the borders of
sectors, has been sketched once more, because it is a first step that paves the way
for a better understanding the topic of hybridisation and hybrid organisations.

Concept: hybrid organisations

One can say that the concept of hybrid organisations is a logical step, once one
conceives the third sector not as a special apart phenomenon but as an interme-
diary field under influence, with a sometimes light, sometimes deep impact of
principles, that are essential in state organisations, in the marketplace or in
community life. A good point for demonstrating this by an initial example is the
concept of active citizenship (see, for definitions and debate, Kymlicka 2002).
By volunteering citizens the demarcation line between “third” and “state sector”
is already blurred. Volunteering as active social and economic cooperation as
well as by participating in public debates cross-cut institutions that belong to the
state and the municipalities and to third sector organisations; they are to be
found in associations but as well in schools, in municipal-owned museums as
well as those that lean on a foundation. There is the principle of volunteering.
But is there a voluntary sector?
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Instead of summing up immediately what constitutes the analytical notion of
a hybrid organisation, it might be useful to point at some practical examples that
– even though taken from research in the German context (Evers et al. 2002) –
can be found as well in other European societies. The examples demonstrate that
the demarcation lines between various sectors and the principles usually tied to
them are not so clear – as it has just been shown for the principle of active cit-
izens volunteering.

• A public school offers its rooms to groups and associations in the commun-
ity, makes contracts with enterprises, cultural and sport associations that
take over part of the lectures; by a reform, the school can be managed like
an enterprise, having its own budget, an additional management director and
the right to hire and fire; given that background, the school is expected to
compete with others, developing own areas of excellence etc.

• A museum, that is part of the spectre of local state-public services builds a
museum shop and café, run professionally and with a clear commercial
target; but a large part of the personnel are volunteers and the whole opera-
tion serves the aim to get additional resources for its global cultural mission
as a public service.

• A theatre simultaneously modernises its management, upgrades the role of
the support association that accompanies it by tradition, intensifies public
relation work, the search for sponsorships and transforms its legal status
from a municipal-owned organisation to a company with limited liability
for purposes of the public good (GemGmbH); yet it stays a public and does
not transform into a private for-profit organisation.

• A municipal swimming hall that would, due to financial difficulties of the
municipality, otherwise have been closed, changes its legal status; it is now
carried by a multi-stakeholder association; the municipality as one of the
stakeholders underwrites its commitment to a fixed financial contribution;
the key factor for the possibility to uphold and develop such a construction
is the ability of the association to undertake entrepreneurial activities for
bettering management and services, to address new user groups etc., once
again market and civil society elements match with the purpose of a public
social service.

• In a municipality with a high number of unemployed, a voluntary organisa-
tion, linked to the church, establishes a work integration enterprise; the very
aim is a social one (keeping people near to their social environment and the
labour market); yet it is important to sell the products (various second-hand
items) and the whole initiative would hardly exist without funding from a
public programme that offers financial support for work for the public good
as well as training and educational measures in that context.

The unifying aspect of these examples is that in each and every case there is,
within the respective organisations as a constitutive element, the presence of
state, third sector, community and market elements. The gravitation centre for
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such hybrids is for sure mostly somewhere between “state” and “third sector”;
but community markets are addressed and concerned as well.

Switching now to an analytical perspective, four different dimensions of
hybridisation have been distinguished (see also Evers et al. 2002; Evers and
Laville 2004b; Evers 2005).

The first dimension of hybridisation concerns resources. Taking up again the
school example, not much has to be said about the central role of state-public
financing. It is however remarkable, to what degree market components can take
shape by a differentiation within state-financing – that is, when additional
financing can be acquired in the course of competing for a public subscription or
funds of a time-limited state-programme that may allow to take part in a model
project. Where there was firm public funding one finds now an internal market.
Another type of resources is constituted by the various supportive elements from
the society and various communities: this may be support associations that
collect money; advisory boards that care for publicity; a multi-stakeholder con-
stituency that guarantees support from various sides in the local society and its
communities; various kinds of (public-private) partnerships; furthermore volun-
teering can play a role, sponsorships and support from foundations. Obviously
all these forms of “social support” presuppose a society and communities that
are not simply indifferent or only in it for their own sake – a society that is to
some degrees “civic” after all, committed to the well being of others, the public
good and the community at large.
I have therefore assembled all these various forms of social support under the
label of “social capital” (Evers 2001; Evers et al. 2002). In such a perspective it
becomes as well apparent, that injecting public services a dose of civil society
support (like the ones sketched above) does not only mean to use and exploit but
as well to challenge and cultivate a spirit of concern and trust of the respective
citizens and community members. This is the logic of social capital that can only
be upheld and grow to the degree it gets used and invested. There is as well a
clear link with the concept of “welfare mixes” (Evers 1995; Johnson 1998) that
conceives welfare as a co-product of what markets, welfare states, families and
other communities and third sector organisations contribute. The examples refer
to organisations with a mixed resource structure, offering in the respective
policy sector products and services, that may be worshiped differently, depend-
ing what the respective users and policy-makers think is most important. With
an eye on a public school that has much autonomy and is community-rooted,
some may like that it upholds the notion of a public service; others may worship
the fact that it deals with its autonomy in an entrepreneurial way; once again
others are most inclined to the value the respective school gives to community
bonds and civic mindedness.

Two other dimensions that are constitutive for a hybrid character of an organ-
isation are goals and forms of governance. In the school system for example,
governance takes place by market mechanisms, as far as parents can choose
between different public schools that compete for pupils; there is a hierarchical
steering mechanism at work simultaneously in the setting of curricula and
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quality standards; finally the local civil society and its communities have a say,
such as through the school board, or the influence exerted by a parent support
association. For the users involved this can mean both “voice” and “choice” at a
time and, furthermore, by their active commitment they are co-producers of the
quality of the school service. Within the governance debate all this has mean-
while been raised under such titles as systems of “co-governance” or under the
notion of “mixed governance” (Kooiman 2000; Newman 2001: 11f.). The steer-
ing mechanisms that operate simultaneously in such a form of governance have
to be seen in conjunction with organisational goals and status. Different to com-
mercial organisations, neither state-public nor third sector service providers are
directed by the one overarching goal of being “for profit”. Their broader and less
clearcut defined concepts of success constitute at the same time a chance and
challenge. The chance is to negotiate and develop a complex agenda made up by
various goals competing goals. This is reflected in the often met new language
of self appraisal many new initiatives and service suppliers use today – advert-
ising themselves as effective and committed, rooted in the local community but
likewise being aware of what is up on the international stage. The challenge
results from the complicated tasks of balancing the diversity of goals and to
keep them compatible in a “balanced scorecard”. Taking once again the example
of a school, one can see that state-based universal quality criteria should be ful-
filled, while at the same time trying to develop a unique profile by special offers
and services that help in the market rivalry with other local schools. Finally the
linkages with partners in the neighbourhood may influence the agenda as well.
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Figure 15.1 Public and not-for-profit services as hybrid organisations.



The processes of hybridisation with regard to resources, goals and gover-
nance can thirdly and finally lead to a search for a new complex corporate iden-
tity that reflects the multiple roles and purposes of an organisation. For example,
in the field of cultural institutions, like museums and theatres, there is a constant
debate to what degree they should commercialise, see their public just as cus-
tomers to satisfy, to what degree they should follow what is called in Germany
the “public mandate to education” or rather be guided by the preferences of their
various stakeholders. Maybe they should try to outbalance the various com-
ponents in a way that turns multi-dependency into a source of limited autonomy.
A good example of such dilemmas are the big social security associations in
Germany in the field of health. On the one hand, state regulation obliges them to
offer all clients the same degree of coverage, something that blocks a competit-
ive relationship; politicians like to treat these officially independent public
bodies often like their servants, something that denies their role as autonomous
public bodies. On the other hand, reforms in the last years have established a
notion of them as being competitors on a market, where customers look for the
best insurance offer; this all collides after all with the fact that many of them
come from a tradition of organised solidarity alongside professional communit-
ies (“technicians’ insurance”) where the ethos was not about switching between
insurers to the one with the best offer at the moment. This may illustrate the
unfinished and perhaps to a degree open process of search for an identity –
beyond the traditional ones of being a clear cut public service, a private enter-
prise or a third sector organisation.

Having offered a sketch of the analytical concept of hybrid organisations and
pointing to the links of this purpose with practical policy developments on the
ground, it should finally be mentioned that there is a possible link with a policy
suggestion to be made. The concept of hybridisation can be conceived as a point
of departure and reference for the strengthening and survival of such aims like
revitalising active citizenship, open communities and social solidarity, linking
them with market virtues, like a sense for opportunities and entrepreneurship. It
is in such a perspective that the notion of hybrids as social enterprises, inter-
twining social aims, some degree of state-public support, entrepreneurial spirit
and community roots, is used as a label with normative undertones (see for the
field of occupational and social integration the various attempts in, Nyssens
2006). The notion of social enterprise is oscillating between being an analytical
and classificatory (Defourny and Nyssens 2006) concept and a concept with
normative undertones, claiming that an amalgam of market economic, social and
political principles may make up for an additional tool in strategies that search
for new balanced concepts of coping with the present pressures of change.

Summing up and looking back on both notions, the one of intermediary
sphere and the one of hybrids, one can say that both items propose the same dif-
ference in perspective. It is a perspective on loosening sectorial bonds and loos-
ening links between sectors and their guiding principles. Market-based
principles are by no means confined to the market sector, as the complaints
about an overall economism but as well the appraisal of “social entrepreneur-
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ship” show; vice versa, volunteering is not an exclusive principle of third sector
organisations – it can as well play a role in the public sector; and citizenship
virtues are claimed by market organisations that strive for an image as “corpor-
ate citizens”. It is not sector that matters in the first line, but the relative impact
of certain values and orientations throughout sectors. Therefore, often “nonprof-
itness makes no difference” (Dekker 2001) – when it is just based on a formal
status of sector adherence and not on a cluster of values. There may be as many
third sector organisations behaving like public service providers, as there are
public services that adopt a third sector style of organisation and operation –
including volunteers, looking for community roots and adapting to the needs of
their special constituency.

Challenges: open questions and tasks for research

In this last section topics for clarification will be taken up that may show as well
avenues for further theoretical and empirical work.

An often raised issue is concerning the potential reach of the concept of
hybrids.

Does it mean to understand all third sector organisations as such? This is cer-
tainly not the case. In that part of the third sector, where organisations are not
concerned with services but basically with advocacy, like NGOs, elements
besides associationism and independent socio-political action will play a mar-
ginal role, especially when their mission is to protest against, e.g. the ecological
consequences of some plans of big business and big bureaucracies. Those organ-
isations are no hybrids, because they do not rely on special public funding and
support (besides the general guarantee for all citizens and organisations to asso-
ciate and express freely). What about service-providing organisations? Obvi-
ously in each and every “sector” there are core areas, where the respective
sector-specific foundational principles and values are by large uncontested. This
holds true for, a fully professional and state-funded public hospital service as
well as for a commercial medical service chain with international shareholders.

Then there are organisations on the way towards hybridisation but with one
element (still) clearly dominating all others; in the public sector this may be a
school that does a bit of using community support but is by large still under
public authority control. It may as well be those enterprises that are all too easily
called “social enterprises”, just by the fact that they have, for example, signed a
special code of conduct towards their employees, offering them possibilities for
volunteering or by the fact that their statements on corporate identity entail some
purposes concerning their obligations as corporate citizens in the respective
municipality. Nevertheless, one can say that some parts of public and marketed
services are more “civic” than others and this has to do with a degree of hybridi-
sation, especially the impact of social capital. After all, it goes without saying
that in large parts of the third sector for organisations that deliver services
“hybridity” is, as Brandsen et al. (2005) underline, a “permanent and inevitable
characteristic”.
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It should be added as a footnote, that there are a form of hybrids, which are
much more important than the “four component” organisations we deal with
here; all those “two component” hybrids, in between of state and market, that
are far from any commitment to local community or civil society organisations:
public banks, enterprises that offer services like energy, water, etc., large parts
of the traditional “social economy” of cooperatives, “Sparkassen”, special
saving banks etc. Their legitimacy is in these days not only challenged by an
EU-administration that is busy to have a clearly delineated EU-wide market
sector without selective state-interference. These organisations are as well
rightly criticised in public debates, when it is argued that they represent more a
joint venture of state and market elites instead of a public control and demo-
cratic governance of market powers, that should entail as well some saying of
active civil society organisations like consumer groups. Hence, the question
should not be “state or market” but “politics against markets”, with a concept of
politics however, that brings civil society, its public sphere and consumer organ-
isations back in.

Furthermore it should be underlined that hybrid organisations are not a phe-
nomenon that is exclusively linked with the third sector, even though “mixed”
constitutive elements are mostly to be found in that sphere. Processes of hybridi-
sation should be differentiated from hybrids. The respective impact of an
element that belongs to the principles and logics of another sector, like a public
service being “community based” or a work integration enterprise being con-
tracted in by the labour market administration, must reach a certain level of
significance in order to give a full meaning to all the chances and problems that
are associated with hybrids – in practice and theory. What shows as well is the
tight link of issues of organisational research on hybrids with debates on gover-
nance and regulation, especially such phenomena like “co-governance” and
“mixed governance”. Because principles such as governance by a set of stake-
holders from public and private sectors can be discussed both under a societal
and an organisational perspective.

The second question to be raised here is concerning the fact that a limitation
of the notion of “hybrid” is its one-sidedness, addressing foremost its vital
potentials rather than its destructive sides. The examples of hybrid organisa-
tions and hybridisation that have been pointed out were deliberately selective in
order to give an idea about opportunities. Obviously the same attention should
be given to tensions and destructive effects that accompany the “invasion” of
new and additional principles or a change of their balance. Obviously hybridisa-
tion can be seen as a process of “deconstruction” and institutional isomorphism
that is in its major part negative, destroying inherited identities. This may
happen when the strategic aim is one of assimilating third sector organisations
with a strong civic and associative flavour to commercialism and/or etatism,
making them similar to all those organisations that fill the space between market
and state. It is this aspect and negative process of hybridisation that is often
raised as a point of concern in the debates about the contract culture between
state and third sector organisations. The question “can hybridisation be sustain-
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able?” (Bode et al. 2006) is not only a matter of power and dominance, with one
rationale being so much stronger than the others. The problems have as well to
do with the fact that the respective logics and their proponents, predominantly
located in different spheres, have difficulties respecting each other and searching
for good links and balances. This does not only concern the well-known conflict
between managerialism and logics of “care” or “social work” in social services;
problems can as well show up by needs for multi-goal orientations and multiple
loyalties, issues that have already been raised in this paper when discussing the
quest for a new corporate identity of organisations going hybrid. Finally on the
level of the European Union there seems a certain clash between:

• the social and policy trends towards hybridisation on the ground to be found
throughout Europe, and;

• the aim of the Commission in many areas (except perhaps agriculture) to
make the delineations between states and markets as clear and strict as
possible.

The European Commissions’ aim not to allow any “dedifferentiation” between
state and market logics, no status besides that of a state public service and
service providers that compete on markets, would finally mean to restrict the
impact of civil society and third sector organisations to the political sphere only,
for example, to consumer advocacy and pressures for better market regulation. It
would be difficult then to legitimise any special status for old and new “social
enterprises” in social service provision.

The third issue is about the impact of a focus on the single organisations
compared to a focus on networks of organisations that span across sectors. In
many policy areas one can observe these days all kind of cross-sectional public-
private partnerships, or networks of actors and organisations, where the role of
the single unit is heavily dependent on the balance between the two partners or
the multitude of networked organisations. To what degree are organisations in
such partnerships going hybrid and to what degree on the reverse forced to
sharpen their respective profiles? Public–private partnerships seem to live
exactly from the difference between the two partners – e.g. the solidness of the
public institution and the alert flexibility of a small agency operating on a not-
for-profit basis. A good example for this may be urban renewal. Here at once big
investors, building industries, politicians and administrators but as well initi-
atives for community building have to cooperate, new spaces for public deliber-
ation take shape and simultaneously new public–private partnerships. The issues
of a right balance of goals and principles and of the right mix of resources as the
have been raised before with respect to hybrid organisations are here much
more important on the inter-organisational level. To what degree can in the
respective project for urban revitalisation democratic principles of community
building, public deliberation and participation outbalance hierarchical decision-
making and the forces of for profit competition as different principles of gover-
nance? (see for this issue, as well as the debate on principles of co-production,
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Public Management Review 8 (4) 2006). How much economic stimulation is
needed in such a renewal area and to what degree should policies invest in
community building? These are questions about the balance of competing inter-
ests and logics and building principles for a loose trans-sectional alliance, entail-
ing both businessmen and community leaders as stakeholders.

Summing up on a more abstract level, one can say that there is the possibility
to analyse “mixes” both on the level of a single organisation and on the level of
the “mix” of influences and logics on the level of organisational networks. For
the nature of a single organisation and for policy-effects, network-impacts on
single-member organisations might matter more than the formal status of an
individual organisation.

This leads to a fourth and final point. It is a more general methodological
consideration on the limits of a structural socio-political analysis and the need
for a more historical approach when it comes to discuss the embeddedness of
an organisation in an economic, socio-cultural and political environment.

While it makes some sense analytically to link state with “hierarchical
steering” and “being obliged to universal principles and the public good”, real
states in history vary enormously on this point and with democracy a dif-
ference comes into the game that makes abstract reasoning about “state” ques-
tionable. The same can be said when it comes to the degree a society is civic,
to the nature of communities and to market economies, which are to different
degrees footloose and globalised or still embedded in the social and political
life of a nation. The difference between ideal-types and real historical presen-
tations of the sectors shows that it is a long way from an abstract analytical
statement on hybridity towards understanding hybridisation in a historical
context. Furthermore, in a historical view, i.e. in reality, the meaning and
impact of what is labelled by an analytical view as state-, community- societal
or market-principles is not separated but all these elements get their place
alongside with others in discourses. Neo-liberal, social-democratic or third-
way discourses will give then a different place to these elements. What is
dominant in one will have a subordinated role in another concept. Such dis-
courses usually entail complex ideas of the nature and (ought to be) place of
social services and the third sector. With respect to this, discourse analysis, by
its difference from the abstract structural and not context-bound analytical rea-
soning has a special potential.

Therefore further analyses of processes of hybridisation should – unlike in
this chapter – take real examples not only as an illustration for very general
theory building, but as a part of studies of concrete trends, discourses and prac-
tices, in a country or a policy field, etc. The clear cut gap between this quest for
a more historical and “at place” orientation and the rather general and structural-
analytical view taken in this chapter on hybrid organisations says something
about scientific challenges not yet met.
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16 Teachers and middle managers in
a hybrid educational sector

Marlies Honingh

In this chapter we report on a study into the organisational behaviour of teachers
and middle managers in the Dutch vocational education and training (VET)
sector. The fact that in 1996 publicly and privately funded schools for vocational
education and training were brought together in one legal framework created a
historic new situation in the Netherlands. Since that time schools with different
institutional histories, goals and orientations providing vocational education and
training have been embedded in a complex and hybrid environment. When com-
paring the organisational behaviour of teachers and middle managers in publicly
and privately funded schools differences were found. The performed multilevel
analysis and analysis of variance (ANOVA) show there are differences among
teachers as well as among middle managers. The analyses furthermore reveal
that teachers’ and middle managers’ attitudes to education seem to be affected
by different factors.

A hybrid1 vocational education and training sector

As in many European countries, the provision of vocational education has never
been a purely public or private activity in the Netherlands. Vocational education
has its origins in the guilds systems, which combined work, entrepreneurship,
vocational education, a quality assurance system and the stimulation of financial
equality (Goudswaard, 1981). After the abolition of the guilds in 1798, the
responsibility for providing vocational education was taken up by local initi-
atives, foundations and employers. In 1919 the first national vocational educa-
tion act came in force, from then on, former ad hoc regulations gained a
permanent states and financial regulations were harmonised.

In the 1920s and 1930s aspects of vocational education were slowly incorpo-
rated into the Dutch school system, and after the Second World War this process
speeded up as policy-makers realised that vocational education could play a sub-
stantial role in the revitalisation of the economy. The growing government inter-
est in vocational and adult education at that time was based on the expectation
that education could contribute to reducing unemployment rates and stimulating
the integration of immigrants. Although these schools became more and more
dependent on the government and its legislation for the execution of tasks,



Dutch schools for vocational education never became purely public institutions,
as a consequence of the need to orientate on the labour market and the practical
character of vocational education.

In the early 1980s the focus on alignment with the labour market became
stronger, this ushered in a period of major educational reforms. The impact of
the reforms in the Dutch VET (vocational education and training) sector that fol-
lowed New Public Management (NPM) ideas, can be seen in four types of
changes: changes in ownership; changes in funding and financial management;
changes in accountability; and up-scaling (Honingh and Karsten, 2007). As a
consequence, schools had to operate in a more market-oriented environment and
were forced to merge into large Regional Training Centres (ROCs). The number
of schools for vocational education fell dramatically from about 300 in 1986 to
40 in 2005. All of the new regulations were introduced in the new Adult and
Vocational Education Act that came into force in 1996.

A second smaller category of schools providing vocational education in the
Netherlands has always operated on a for-profit basis. The history of these
schools goes back to the end of the nineteenth century, when teachers started to
provide distance learning as the government failed to provide sufficient voca-
tional education (Backx, 1994). This kind of education was institutionalised and
commercialised after the First World War, as the number of courses provided by
these schools grew and they expanded their operations over a wider range of
occupational sectors. To assure quality and to protect participants from disasters,
government discussed whether inspecting the private schools would be neces-
sary (Backx, 1994). However, as the government decided against this, the
schools developed their own quality assurance systems.

Consequently, the two types of education were regarded as separate worlds
until the new Adult and Vocational Education Act came into force in 1996. This
law brought the two worlds together and incorporated the publicly and privately
funded schools into the same legal framework. Private providers of vocational
education have since then been allowed – and can be licensed – to offer the
same curricula as the publicly funded schools (ROCs). The privately funded
schools now have to comply with the rules on registration of courses, quality
assurance, educational organisation and consumer protection in the same way as
publicly funded schools. The Central Register of Vocational Courses counted
120 schools2 providing privately funded courses in 2004–2005 (CREBO regis-
ter). The privately funded schools are smaller than publicly funded schools and
often provide courses in only one or two disciplines.

Reflecting on the history of the VET sector, it becomes clear that the position
of publicly funded schools has shifted between the market and stronger depen-
dence on government over time. It is important to bear in mind that these move-
ments basically resulted from economic growth or decline. As the position of the
publicly funded schools changed, the curricula, educational purposes and the func-
tions ascribed to education altered as well. The history of privately funded schools
is less marked by such changes as these schools always focused on labour market
demands, the market and customers’ wishes to ensure their survival.
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Given the history of the VET sector, the combination of privately and pub-
licly funded schools in the same legal framework, and the combination of
government regulation with the logic of the market, publicly and privately
funded schools now have to operate in a complex hybrid environment.

The study

The history of the Dutch VET sector and the recent educational reforms both
show that the organisation of schools and the provision of education have often
been determined by strategic considerations based on economic developments
and political aspirations. Since the introduction of NPM in the Dutch VET sector,
schools have been encouraged to learn from business and to focus on operational
details as part of the process of becoming ever more efficient organisations. Con-
sequently, discussions about the core function of schools, the characteristics of
providing education and their consequences for the school organisation have been
pushed into the background. Brandsen et al. (2005) referred to characteristics of
products and services third sector organisations3 bring about as an object of
study, with a view to gaining a better understanding of the third sector and inves-
tigating whether there is such a thing as third sector rationality. They argued that
focusing on these products and services seems to be of interest, as many of the
services that third sector organisations provide contain a ‘caring’ or a ‘relational’
component.4 Whatever ‘caring’ means, Isenbarger and Zembylas (2006) con-
cluded that caring is an important aspect of education. As a consequence of the
‘caring’ component in the provision of a service, a large share of the products or
services these organisations provide can be labelled as co-products. Both clients
and service providers play a role in the ‘production process’ and influence the
outcomes and final product. Nevertheless, in the management and implementa-
tion of change and reform agendas by governments, teachers’ ideas about the pur-
poses and principles of care and commitment to pupils’ learning and achievement
are seldom acknowledged or valued (Day et al., 2005).

Schooling performs many essential functions in a sophisticated democratic
society (Chitty, 2002). In analysing these functions two key attitudes can be dis-
tinguished, the first is the curriculum-centred attitude and the second is the
pupil-centred attitude. Denessen (1999) described this dichotomy as the most
common division of views about the purpose of education. Underlying these two
different purposes lies the classic debate about the vocational function of educa-
tion versus education aimed at fostering independence and responsibility (Kley
and Van der Felling, 1989). The vocational approach is functional and fits into
the more economic approach to education, whereas the pupil-centred approach
emphasises the personal development of individual pupils or students and
preparing them to participate in society. In reflecting on the history of the Dutch
VET sector, it becomes clear that these two perspectives on education in turn
dominated education policy.

Attitudes to education matter in education policy since they involve expecta-
tions about schools, teacher behaviour, managerial behaviour, educational
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programmes and the organisation and financing of schools. As a consequence of
the market-oriented reforms in education, teachers’ and managers’ expectations
have moved in the direction of market thinking. Denessen (1999) described how
achievement-oriented thinking in education was associated with the introduction
of more free-market operations in schools. When the emphasis of education
policy is on the economic function of education, managers and teachers notice
that they increasingly have to reckon with the demands of industry and pupils,
funding based on qualifications, management protocols and the market.

Honingh and Hooge (2004) analysed the structure of the goal-means rela-
tion in a recent policy document for the VET sector and reported that con-
tributing to the knowledge economy and being responsible for the socialisation
of pupils to encourage them to become active and participative citizens are the
two central goals schools should achieve nowadays. The combination of these
two goals, that may sometimes conflict, is a new departure since both perspec-
tives have taken their turn at dominating education policy in the VET sector.
Van Veen (2001) argued that congruence between policy reforms and
teachers’ attitudes to education reduces the risk of tensions within the organi-
sations and increases the chance of a successful adaptation to education
reforms. The recent reforms in the VET sector and in particular the require-
ment to contribute to the knowledge economy as well as to the socialisation of
pupils implies that a further investigation of teachers’ and middle managers’
attitudes to education is needed.

Teachers and middle managers in publicly and privately
funded schools

Many studies assume that there are differences in the organisational behaviour
of public and private sector organisations (Bozeman and Bretschneider, 1994;
Le Grand, 2003; Boyne and Walker, 2004). Jacobs (1992) explained the diver-
gent behaviour patterns as being caused by divergent values and morals in the
public and private sectors, which are visible in the aims, orientations and
values prevailing in public and private organisations. Since publicly and pri-
vately funded schools were used to operating in ‘different worlds’, as Backx
(1994) asserted, their environments and missions differed. Privately funded
schools were generally not used to focusing on the socialisation of pupils but
on competition and the continued existence of the school, so we expect the
teachers and middle managers in privately funded schools to have a more
output-oriented attitude to education. Since publicly and privately funded
schools have now been brought together in the same legal framework and have
to combine public arrangements with the logic of the market, we felt that it
would be interesting to investigate attitudes to education of teachers and
middle managers in publicly and privately funded schools. Specifically we
focused on differences within these two groups with regard to their attitudes.
In addition we investigated which factors affected teachers’ and middle man-
agers’ attitudes to education.
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Teachers’ attitudes to education in publicly and privately funded
schools

In a recent study Honingh and Oort (2008) investigated teachers’ attitudes to
education in three disciplinary branches: catering and tourism, health and social
care and economics and administration,5 in publicly and privately funded
schools in the Dutch VET sector. The items in the questionnaire were based on
Denessen’s (1999) questionnaire measuring secondary school teachers’ attitudes
to education.6 Honingh and Oort (2008) labelled the pupil-centred attitude
socialisation and the curriculum-centred attitude goal-oriented. The socialisa-
tion scale consisted of five sub-scales and the goal-orientation scale consisted of
three sub-scales. On the basis of a multilevel analysis,7 Honingh and Oort (2008)
found that there was little difference between teachers in publicly and privately
funded schools in terms of their belief in the importance of socialising students.
The concept of socialisation revolves around the students’ functioning and
developing their talents, and it seems to be closely tied in with what teachers see
as the essence of their role. Prior research in publicly funded schools revealed
that teachers perceive focusing on the socialisation of pupils and the guidance of
pupils as important aspects of their job (e.g. Isenbarger and Zembylas, 2006;
Van Veen, 2005; Day et al., 2005). Honingh and Oort’s study (2008) found that
this was also the case for teachers working in privately funded schools. The
minimal differences8 between teachers in publicly funded and privately funded
schools indicate that the image that the teachers themselves had about their pro-
fessional duties was so stable that it was not affected by the context in which
they were working. See Table 16.1 for a summary of the results.

Differences among teachers

Female teachers, moreover, attached significantly more value to socialising the
students than male teachers. This applied to teachers in all three sectors: health
and social care, catering and tourism, and economics and administration. Since
all of the variables that did have an effect on the importance teachers ascribe to
socialisation are teacher characteristics, we have to conclude that the context
hardly influences teachers’ attitudes to the socialisation of pupils. This seems to
be in line with Day’s (2005) conclusion that, whilst teachers may well mobilise
‘occasional identities’ in response to new challenges and changing circum-
stances, nestled within this flexibility they have a set of core value-based identi-
ties which relate to strongly held purposes and principles of care and
commitment to pupils’ learning and achievement, and which transcend transi-
tory agendas of imposed change.

In analysing the extent to which teachers have a goal-oriented attitude,
Honingh and Oort (2008) found a significant difference between teachers in pri-
vately and publicly funded schools. Teachers working in privately funded
schools had a stronger goal-oriented attitude. This means that these teachers
placed more emphasis on achievements, planning and completion of the course
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than their colleagues in publicly funded schools. Teachers working in privately
funded schools seemed to regard themselves as having a contract with the stu-
dents. They saw themselves as having made an agreement to educate the stu-
dents and to guide them along a marked-out path towards a qualification. This is
a different way of working from the approach followed by teachers in publicly
funded schools, so the context in which teachers work seemed to be related to
their attitudes on this point.

These findings also show that it is possible to combine two attitudes to educa-
tion. This is in line with Denessen’s conclusion (1999) that both attitudes could
co-exist and should not be seen as contradictory concepts, though it is important
to acknowledge that the two attitudes do sometimes conflict.

Based on the analyses carried out, it is not possible to show why teachers in
publicly funded schools had a less goal-oriented attitude and whether they
experienced tensions as a result of combining the two attitudes to education.
Further research is needed to investigate why teachers in publicly funded
schools have a less goal-oriented attitude to education than their colleagues in
privately funded schools. Gleeson and Husbands (2003) observed tensions in
publicly funded schools between what teachers believe in, and what their tasks
include as a consequence of increased pressure resulting from management pro-
tocols, a stronger focus on performance measurement, accountability, and the
publication of school performance data.

In addition, the disciplinary branch in which the teachers worked also had an
effect on the extent to which teachers had a goal-oriented attitude to education.
Teachers working in the health and social care sector had a less goal-oriented
approach to education than those teaching economics and administration. The
disciplinary branches seemed to have a strong effect on teachers’ attitudes,
although it is questionable whether it was the school or the disciplinary branches
having a strong influence on teachers, or whether personal characteristics deter-
mined in which school or disciplinary field someone started teaching.

The other two predictors that had a significant effect on the extent to which
teachers have a goal-oriented attitude were age and the number of hours they
work. Older teachers and those appointed to work a higher FTE percentage were
significantly more goal-oriented.

Middle managers’ attitudes to education

Middle managers have a pivotal role in filtering market reforms and in mediat-
ing change in the education workplace, as they are located in-between senior
management and the teachers. Logically, middle managers have to translate stra-
tegic policy into practice in a way that is acceptable to both groups. Gleeson and
Shain (1999) concluded that the professional mandate of middle managers is
bound up with reducing potential conflicts of interests and minimising possible
signs of a ‘them and us’ scenario. In this respect they concluded that middle
managers filter change in both directions between senior management and lec-
turers, buffering potential conflicts. As a consequence of the up-scaling in the
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publicly funded schools in the Dutch VET sector, the middle management tier
has increased since 1996. To get an idea of differences and similarities in the
organisational behaviour of publicly and privately funded schools, it would
therefore be interesting to find out whether and to what extent the attitudes of
middle managers in publicly and privately funded schools differ.

In the schools in which Honingh and Oort (2008) investigated teachers’ atti-
tudes, the middle managers working in the same disciplinary branches were also
requested to fill in a questionnaire. Since we were interested in the organisa-
tional behaviour of middle managers that are responsible for the provision of
education in the fields of economics and administration, catering and tourism,
and health and social care in senior secondary schools, we contacted all 151
middle managers in the Dutch VET sector that are responsible for education in
these three fields. 119 of them promised to fill in our questionnaire. Between
April and June 2005 we received 83 completed questionnaires (after correction
79 were usable) which is 69 per cent.

The items and scales in this questionnaire were based on existing and vali-
dated measurement instruments. As the scales developed by Denessen (1999)
were designed to measure teachers’ attitudes in secondary education, it was
necessary to translate the items and make them applicable to middle managers in
the VET sector. The developed questionnaire consisted of 15 sub-scales with
Cronbach’s alpha between 0.71 and 0.86 (in total 66 items). The middle man-
agers were asked to reflect on their attitudes to education and the schools’ edu-
cational mission. The allocation of the seven sub-scales measuring middle
managers’ attitudes to education to the two scales focusing on the socialisation
tasks of the school and attitudes that stress pupils’ performance was based on
substantive theoretical considerations and on a principal components analysis.
The principal components analysis of sub-scale scores confirmed the existence
of the two main dimensions (explaining 65 per cent of the variance), and the
pattern of factor loadings (after promax rotation) corresponded with the classifi-
cation described above. The socialisation tasks of the school component com-
prised the following sub-scales: accessibility of the school, fostering citizenship
behaviour and taking the private circumstances of pupils into account. The atti-
tude stressing pupils’ performance included the following sub-scales: focus on
pupils’ performance, exam pass rates as a quality indicator, focus on pupils’
career opportunities and monitoring of pupils’ careers. Items were presented to
the respondents in the form of propositions and the respondents were asked to
indicate to what extent the attitude described corresponded to their own attitude.

Differences among middle managers

The attitudes to education among middle managers were compared on three
dimensions. First of all we compared the middle managers in the three discipli-
nary branches on base of an analysis of variance (oneway ANOVA). In contrast
with the teachers, the middle managers working in diverse disciplinary branches
did not differ significantly in the extent to which they focused on the socialisa-
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tion tasks of the school. Nor did they differ in the extent to which they stressed
the pupils’ performance levels. As middle managers have often worked as
teachers, it is relevant to find out whether those who did not have a teaching job
before have different attitudes to education. With an independent sample T-test
both groups of middle managers were compared. The middle managers in this
study that had worked as teachers (N=65) did not differ significantly in their
attitudes to education from the those who had not worked as teachers (N=14),
which is a remarkable result. In addition, the T-test showed that female (N=24)
and male (N=55) middle managers did not differ significantly in their attitudes
to education (see Table 16.2 for a summary of the results). The results of the
analyses that had been performed raise the question as to what predictors affect
middle management attitudes to education.

Middle managers in publicly and privately funded schools

Comparing the attitudes to education of middle managers (N=68) in publicly
funded schools with those of middle managers in privately funded schools (N=
11), the T-test revealed significant differences. As the privately funded schools
are generally much smaller than publicly funded schools, the resulting samples
of middle managers from the two groups were unequal in size: 68 middle man-
agers from 35 publicly funded schools and 11 middle managers from eight pri-
vately funded schools. The comparison of the middle managers in publicly and
privately funded schools showed a significant difference in the extent to which
the middle managers in the two sectors focused on the social tasks of the school.
Middle managers in privately funded schools placed less emphasis on the social
tasks of the school, so access and encouraging citizenship behaviour were less of
an issue for them than for their colleagues in publicly funded schools.

The extent to which middle managers in publicly and privately funded
schools paid attention to pupils’ performance did not differ significantly. Exam-
ining the sub-scales of this component, we found that middle managers in pri-
vately funded schools placed significantly more emphasis on exam pass rates
than middle managers in publicly funded schools. This finding seems to be
logical as middle managers in privately funded schools are used to focusing
more strongly on the school’s continued existence, competition and image.

Differences between teachers and middle managers

This section brings together the attitudes to education of teachers and middle
managers in publicly and privately funded schools, enabling comparisons to be
drawn between the organisational behaviour of teachers and middle managers in
the two sectors. Since not all of the items and sub-scales in the teacher and
middle management questionnaires were formulated identically, it was imposs-
ible to combine all the data into one figure. Nevertheless, we will attempt to
sketch some differences in the ‘patterns of attitudes’ between publicly and pri-
vately funded schools that are based on the relative differences found between
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teachers in publicly and privately funded schools and between middle managers
in publicly and privately funded schools.

1 Since teachers in publicly and privately funded schools did not differ in the
extent to which they focused on the socialisation of pupils, whereas man-
agers in privately funded schools focused significantly less on socialisation,
we expected differences in their attitudes on this point to be greater in pri-
vately funded schools than in publicly funded schools.9 It remains a ques-
tion whether this is an issue in privately funded schools and whether
differences between attitudes of middle managers and teachers might cause
tensions within the organisation.

2 Middle managers in privately funded schools did not differ significantly
from middle managers in publicly funded school in the extent to which they
focused on pupils’ performance. The only sub-scale in which significant dif-
ferences were found was the one measuring the extent to which middle
managers stress exam pass rates as a quality indicator. Since teachers in pri-
vately funded schools placed more emphasis on performance than their col-
leagues in publicly funded schools, I expected the attitudes of teachers and
middle managers in publicly funded schools to differ more than in privately
funded schools. It is important to note that the introduction of stronger man-
agerial control by focusing on output rates and quality reports as well as on
the development of tailor-made learning pathways causes tensions in the
publicly funded schools (e.g. Van Veen, 2005; Gleeson and Husbands,
2003).

The above summary of the results indicates the following: a dissimilarity in the
position both attitudes to education have within schools a difference between
publicly and privately funded schools, or a combination of both clarifications.
Based on this rough outline, we conclude that the pattern of attitudes teachers
and middle managers have to education differs between publicly and privately
funded schools. These differences are in line with the differences in the institu-
tional histories of the schools. Consequently we expected both types of schools
to also cope differently with differences between the attitudes of middle man-
agers and teachers.

Furthermore, some of the predictors that had an effect on the teachers, discipli-
nary branches for example, did not seem to make any difference to the attitudes of
middle managers. Why do teachers in distinct disciplinary branches have different
attitudes to education whereas middle managers working in different disciplinary
branches do not? This finding raises questions such as: what are middle managers
attitudes based on and which predictors affect their attitudes?

Conclusions

This chapter examined the organisational behaviour of teachers and middle man-
agers in the Dutch VET sector. Given the characteristics of providing education
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and the complex environment in which publicly and privately funded schools in
the Dutch VET sector operate, teachers’ and middle managers’ attitudes to edu-
cation were investigated. The comparisons among teachers and among middle
managers in publicly and privately funded schools revealed a mixed picture of
differences and similarities.

The results indicate that providing education and the social development of
pupils are inseparable in the eyes of the teachers. As the presence or absence of
public funding did not affect the teachers’ attitudes in this respect, we have to
conclude that providing education has its own unique dynamic. The same can be
said about the entire teaching profession, which seems to be stable since
teachers in both public and privately funded schools agreed on the extent to
which they focused on the socialisation of pupils.

Although teachers shared some attitudes, they differed in the extent to which
they had a goal-oriented attitude. Overall, teachers in privately funded schools
showed stronger goal-oriented attitudes and their approach to guiding pupils was
based on their feeling that they had made an agreement to educate them. The
extent to which teachers had a goal-oriented attitude seemed to be affected by
the environment in which they worked.

Middle managers in publicly funded schools attached more importance to the
social aspects and purposes of schooling than middle managers in privately
funded schools. In the extent to which they focused on pupils’ performance
levels, the differences were not significant, with the exception that middle man-
agers in privately funded schools had significantly higher scores on the sub-scale
measuring exam pass rates as an indicator of school quality.

These comparisons allow us to conclude that there are indeed differences
between teachers and middle managers in publicly and privately funded schools.
Whether these differences lead to tensions and how teachers and managers deal
with these differences is not clear and needs further investigation. This is espe-
cially the case in privately funded schools as little is known about the relations
between teachers and middle managers in these schools. In publicly funded
schools, tensions between teachers and middle managers seem to have increased
as a result of a stronger focus on output rates and quality reports as well as on
the development of tailor-made learning pathways.

Teachers and middle managers appear to arrive at their views on education in
a different way; the middle managers’ outlooks seems to be less stable and more
changeable than those of the teachers. At times of change or when the school
has to respond flexibly to change, this could lead to tension and partial adapta-
tion by the organisation.

Furthermore, middle managers buffer between the strategic decisions of
senior management and the teachers, so they have to compromise and some-
times lose sight of grassroots practice in the classroom. It would be interesting to
investigate further how the attitudes and views of middle managers come about.
This is certainly an important issue in the debate about the professional develop-
ment of managers in education and new managerialism.

Most of all it is important that policy-makers realise the distinctive logic and
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purposes of providing human services like education. Debating educational pur-
poses needs to be of continuous concern in educational policy.

Notes

1 Organisations, arrangements or structures in which a mixture of pure and incongruous
origins, (ideal) types, ‘cultures’, ‘coordination mechanisms’, ‘rationalities’, or ‘action
logics’, can be found, are often referred to as hybrids (Brandsen et al., 2005).

2 The number of schools that actively provide privately funded education is smaller
since some of the schools are entitled to hand out diplomas although they do not
provide courses.

3 The third sector is a sphere of ideas, values, institutions, organisations, networks and
individuals located in between the family, the state and the market (Anheier et al.,
2001).

4 In this article the focus is on education in which there is a direct relation between
service provider and client. There are also third sector organisations that focus on indi-
rect caring, like environmental organisations.

5 Of the respondents, 21.5 per cent taught catering and tourism, 42.3 per cent worked in
the field of health and social care, and 36.2 per cent taught economics and administra-
tion.

6 Denessen developed a questionnaire for secondary school teachers to determine the
extent to which they had a curriculum-centred attitude or a pupil-centred attitude.

7 The effects of state funding and other predictor variables on organisational behaviour
were investigated using multilevel regression analysis. In this way, by distinguishing
between residual variance at the individual level and residual variance at the level of
the disciplinary unit, it was possible to account for dependencies in data that came
from teachers working in the same disciplinary units of public schools. In private
schools, either the teachers did not operate in disciplinary units, or the disciplinary
units were much smaller, so it was not possible to distinguish residual variance at the
level of the disciplinary sector for teachers from privately funded schools. We there-
fore applied a multilevel model with a random intercept with three types of variance:
public school disciplinary sector variance, public school teacher variance, and private
school teacher variance (cf. Roberts and Roberts, 2005).

8 Looking at the average scores of the teachers in the publicly funded and privately
funded schools, we found that teachers in publicly funded schools attached slightly
greater value to citizenship education, students’ progress and their private circum-
stances than did teachers in privately funded schools.

9 Since the average score of teachers was higher than the middle managers’ average
score (both measured with a five-point scale) we can assume that the difference
between teachers and middle managers in their attitudes to socialisation was greater.
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Part VIII

Social enterprise





17 The role of social enterprises in
Europe
A core element or a distraction in the
provision of public services?1

Isabel Vidal 2

Introduction

One of the objectives of the European Science Foundation’s exploratory work-
shop, “The Third Sector in a Changing Europe: Key Trends and Challenges”,
was to move forward in our understanding of the concept of social enterprise”.
Osborne (2006) formulated the following question: what role(s) do/should third
sector organisations play in the provision of public services – and is social enter-
prise a core element of this role or a distraction? Nyssen (2006b) citing
Defourny (2001) responded: “Social enterprise does not represent a conceptual
break with institutions of the third sector but rather a new dynamic within it –
encompassing both newly-created organisations and older ones which have
undergone an evolution”. In the course of the last ten years the term “social
enterprise” has come to be used more and more frequently but with diverse
meanings. Kerlin (2006) did a comparative analysis of the different meanings
that the term takes in the US and in Europe. In this chapter the meaning adopted
by the EMES Network will be used.3

Objective

This chapter has two primary objectives. The first is to continue reflecting on the
concept of social enterprise. Our interest is not in knowing the types of activities
being carried out by social enterprises, nor which legal models are being
applied, or how the profits obtained from economic activity are being distrib-
uted. Our interest is focused on moving forward in our understanding of how an
organisation, understood as the formal expression of coordination among differ-
ent stakeholders, is governed and consequently, managed. The characteristic of
being a multi-stakeholder enterprise determines the form of governance of the
organisation as well as the distribution of profits: understood as benefits
obtained by different stakeholders working in partnership.

The second objective is to evaluate whether the investigation carried out by
the EMES Network between 2001 and 2004 helps to understand what conditions
facilitate the creation of trust among different stakeholders, how this asset is



produced and built-up, and finally what its impact is in terms of economic sus-
tainability as well as in terms of social well-being and cohesion.

Theoretical approach

The theoretical approach used is that of the institutional school that defines the
enterprise as a mechanism of coordination for different stakeholders who have
decided to act in partnership, or at least in formal and structured dialogue in
order to increase their benefits beyond what each of them could obtain acting
alone.

Analytical basis

In order to provide this reflection, we use the knowledge gained during the past
years from two research projects. The first is related to the provision of collect-
ive childcare services and the second is found in the domain of social inclusion.
These projects are the following:

• Changing Family Structures and Social Policy concerns the provision of
services for young children, the transformation of family, structures and
functions, and development in social policy (TSFEPS) in eight European
countries.4

• The Socio-Economic Performance of Social Enterprises in the field of
integration work (PERSE). The project focused on studying the importance
of social enterprises in the promotion of public policies supporting people
with difficult employability in 11 European member states.5

Structure

This chapter is structured as follows: the next section recognises the historical
tradition of enterprises in Europe throughout the last two centuries that have not
been driven by profit maximisation. This is recalled by looking at the import-
ance of the rise of cooperatives in the middle of the nineteenth century and sub-
sequently the rise of mutuals, with the objective of defending the interests of
their members.

In the third section we look at the strategic reorganisation carried out by non-
profit organisations starting in the 1970s as they progressively took on the role
of economic actors. This section concludes by pointing out the opportunities that
are currently opening up for social enterprise due to the growing demand for
public services in our countries.

In the fourth section we look at how in Europe today, conditions exist to
facilitate the convergence of a business tradition that does not maximise profits
and organisations that produce and provide services to third parties. The conver-
gence of these two traditions leads to the concept of social enterprise. A detailed
reflection on the definition of social enterprise found in Borzaga and Defourny
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(2001) is developed. This definition places emphasis on social enterprise as a
multi-stakeholder organisation. This strongly determines the governance and
management of the organisation as well as the distribution of profits – under-
stood not only as cash benefits, but also fundamentally as surpluses that facili-
tate the attainment of objectives that the stakeholders in an organisation cannot
attain individually, or might be able to attain, but with a greater use of resources;
in other words, with a less efficient use of resources.

The fifth section explores capital of trust, understood as an approach to social
capital in the area of organisations. This approach is what makes it possible to
understand the potential development of social enterprises and especially their
economic sustainability over time. However, capital of trust is an asset that has
to be cultivated. To do this, the social enterprise must develop a clear and for-
malised strategy of transparency in which the process of rendering accounts or
accountability become key instruments in the enterprise’s ability to maintain and
increase the stakeholders’ trust in its day to day internal work.

The sixth section explains some of the main results related to the usefulness
of the concept social enterprise in the sectors that produce and provide collective
childcare services and to those that produce and provide services to facilitate the
integration of people systematically excluded from the workforce. This section
also reflects on the social enterprise’s lack of appeal for some economists, espe-
cially related to its relative lack of importance in relation to other operators –
such as governments, conventional businesses, or all the organisations that form
part of the larger group known as the third sector – and related to its lack of visi-
bility at least at present. In conclusion, the seventh section attempts to respond
to the question raised in the title of this chapter.

The tradition in Europe of businesses not driven by profit
maximisation

In Europe at least since the Industrial Revolution, there has been a tradition of
enterprises that have not been driven by profit maximisation. In the middle of
the nineteenth century the market was not very developed and there was no
welfare state. As a result, some collectives were voluntarily organised, and they
created enterprises to serve their interests. The most frequent legal models were
cooperatives and mutuals. In the middle of the 1840s the workers in the textile
factories in the town of Rochdale near Manchester created one of the first
experiences in the modern consumer cooperative movement. This experience
was rapidly repeated in other European towns that were going through their own
industrialisation process. There are reports of the creation of cooperatives in
Belgium, Spain and France as well. These first textile workers organised them-
selves and created businesses to produce the goods their “shopping baskets”
required at cheaper prices and/or with better quality than what was offered by
the retail distribution industry at that time. These original consumer cooperatives
were then followed by agricultural, worker, and housing cooperatives, and also
by mutuals to provide social and healthcare services.
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The cooperatives and mutuals were born in Europe in the nineteenth
century in order to carry out entrepreneurial activity related to the social
objective for which they had been established: to cover those needs that were
not being provided for by the conventional private market or the state. From
the beginning, consumer cooperatives operated as purchase centres, buying at
wholesale prices and selling at the wholesale price on the retail level. This
made it possible for cooperative members to maintain their purchasing power
during economic periods in which the rate of inflation was superior to salary
increases. The entrepreneurial activity carried out by the different branches of
cooperatives has never had the objective of maximising profits, but rather, it
has always been a vehicle to obtain the social objectives for which the organi-
sation was set up.

The governance of cooperatives and mutuals is as important as their entrepre-
neurial activity. A valid way to understand how these organisations are governed
is to look at their formal definition, which is association of persons. This means
that the political power of each of the members is based on the principle of “one
person one vote” and not on the financial capital contributed by each of the
members. These organisations were born with the objective to increase the well-
being of all their members. The mission of cooperatives and mutuals has always
been to produce goods and services so that members – through the purchase
and/or use of the goods and services, are able to cover some of their individual
needs not being provided for by the conventional private market or the state at
the quantitative or qualitative level they require.

From the standpoint of economic analysis, cooperatives and mutuals are
organisations that allow their members to satisfy various unsatisfied demands.6

These organisations are also known as “mutual aid” organisations. Their
primary objective is to provide aid to their members by carrying out entrepre-
neurial activity. However, it is important to remember that at least until the mid-
twentieth century these organisations did not limit themselves solely and
exclusively to carrying out entrepreneurial activity as the only instrument to
support their members. In addition, they promoted a wide range of social activ-
ities. Cooperative members dedicated their free time to participating in form-
ative activities on cooperative premises or having family celebrations such as
weddings or dances on a Sunday afternoon. As a result, the cooperatives born in
the mid-nineteenth century and extending throughout Europe in the twentieth
century were schools for the promotion of democracy, participation, local iden-
tity, and a principal source of social capital.

In economic analysis this mutual aid among members is also related to the
concept of necessity.7 In Spain the worker cooperatives experienced very strong
growth between 1975 and 1995, a period characterised by the persistence of
high unemployment rates and an unconsolidated welfare state (Vidal, 1987). The
concepts of mutual aid and necessity continue to be valid in order to understand
the rediscovery of enterprising associations among certain collectives in
moments of uncertainty. Currently in Argentina, for example, the unstable eco-
nomic situation that started in 2002 has facilitated the rediscovery of worker
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cooperatives by some collectives of unemployed people and those at risk of
becoming unemployed for the purpose of creating their own employment.

The sudden appearance of non-profit organisations as
economic operators

After the two world wars the path toward strong economic growth began in the
countries that made up Western Europe. This permitted the development of
mature markets in many sectors and the creation of social welfare state models
characterised by their growing capacity to produce and provide public ser-
vices. The sustainable institutional and economic growth registered for more
than two decades permitted Western Europe to cease to be a poor region. In
this new institutional setting old necessities disappeared, new ones arose and
the organised civil society reshuffled the organisational instruments it had at
its service. Associations, operating foundations and other non-profit organisa-
tions such as voluntary organisations also appeared on the scene as economic
actors.

As governments built their welfare state models, they promoted important
contractual relationships with private organisations. In this new scenario non-
profit organisations, which had arisen in the first place as advocacy organisa-
tions, expanded their capacities, began to combine voluntary resources with
contracted resources and progressively moved in the direction of producing and
providing public services. Associations developed in France and Belgium and
social and solidarity cooperatives in Italy, due to the welfare states in these
countries opting for the use of associations and cooperatives in the management
of some social services, especially for those requiring direct daily and stable
relationships with the users of these public services.8 The consolidation of the
relationship between government and non-profit organisations explains why in
countries such as Holland, Ireland and Belgium, a greater percentage of the
active population with respect to the total working population is employed in the
non-profit sector; as opposed to the United States, which comes in fifth place in
the ranking done by Salomon (1995). As Brandsen (2007) has pointed out,
Salomon (1995) shows that the growth of the state and the growth of the non-
profit sector go hand in hand, which is contrary to the supposed effect of
“crowding out”, which suggests that the development of a welfare state would
reduce the presence of non-profit organisations in the society or on the other
hand, that the reduction of the welfare state would strengthen the non-profit
sector.

Presently the growth in demand for public services in our countries represents
new market opportunities for enterprises dedicated to the personalised and cre-
ative provision of services to people. These new markets are permitting the rise
of new enterprises which combine the economic rationale of generating wealth
and making money with the political rational of promoting cohesion and social
well-being.
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New necessities, new markets and new organisational
responses: social enterprise

Organisations are living organisms that evolve through disappearance, the cre-
ation of new ones or the reorganisation of existing ones. At the present time, the
cooperative organisations that arose in the Industrial Revolution and the non-
profit organisations – reinforced by the first welfare state models – are converg-
ing to confront a new service society, based on what Laville (2001) called
proximity services. Here the quality of the service is going to be determined by
the relationship between producer and consumer, worker and user in the type of
organisation providing these services as well as in the institutional environment
in which these organisations must carry out their activities. The result of this
convergence has been the rise of what the EMES Network has defined as social
enterprise.9 For this group of investigators social enterprise is initiated by a
group of people who voluntarily organise and create an enterprise with the
explicit purpose of benefiting the community. The social enterprise includes
those organisations whose principle mission is to provide mutual aid for their
members, as well as those citizen initiatives whose objective is to assist third
parties.

One of the main objectives of the EMES Network is to emphasise that social
enterprises are organisations combining professional resources and voluntary
resources with a market focus, or that are progressively moving into the market,
private or public. As a consequence its members are entrepreneurs who assume
economic risks. Its characteristics as an enterprise are important to differentiate
the social enterprise from other non-profit organisations whose main activities
are lobbying and advocacy and also to exclude other non-profits that are proper-
ties of a third party. The definition then focuses on the governance of the social
enterprise: who has the political power and how is political power exercised in
the organisation?10

The markets for relational services are characterised by the existence of
incomplete contracts that generate transaction costs and, as a consequence, this
does not facilitate the most efficient production and distribution of goods and
services for all interested parties. In order to reduce inefficiency, the EMES
Network has proposed that not only founder members participate in the govern-
ing bodies of these organisations but also the users, clients and suppliers; all
groups whose interests are affected directly or indirectly by the activity of the
organisation should have a voice. This is the concept of the multi-stakeholder
enterprise.

The conceptualisation of social enterprise as a multi-stakeholder organisation
means thinking about the enterprise not only in its capacity as producer but also
as a mechanism of coordination for different stakeholders (Bacchiega and
Borzaga, 2001). In order for different stakeholders to coordinate there have to be
three different circumstances that are closely linked to the raison d’être of this
coordination. The first is that there has to exist uncertainty (incomplete and
asymmetric information), and because of this the possibility of loss for the
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decision-maker. The second is that there has to be strategic interdependence,
which means the results for one party depend on what the other party does. The
third circumstance is that the possibilities of benefits derived from working in a
network must be substantial, since thanks to this costs are reduced or increased
considerably. Without the circumstances of uncertainty or interdependence, it
would not be necessary to trust. Trust means being convinced of the soundness
of someone or something, with no more security than good faith. It is about
expectations, suppositions, beliefs in the probability that the future actions of
others will be beneficial, favourable or at least not detrimental to the groups’
own interests. For Bacchiega and Borzaga (2001), the existence of a multi-
stakeholder enterprise is the result of a process of building and accumulating
reciprocal trust among the different interest groups in the organisation.

The characteristic of being a multi-stakeholder organisation determines the
democratic character of the decision-making. Social enterprises are organisa-
tions that are governed by democratic criteria or at least, have circuits of partici-
pation not dependent on the contribution of financial capital to the organisation.
The criteria of multi-stakeholders also determine the answer to the question,
how are profits distributed? In the definition offered by the EMES Network
(Borzaga and Defourny, 2001), the social enterprise is not understood to mean
only an enterprise that is formally bound to the non-distribution of profits. Such
a legal definition of the social enterprise may be considered as an important
characteristic but not a necessary one. For Sacconi and Faillo (2005) the multi-
stakeholder characteristic demands that there be an equitable distribution of
profits among the different stakeholders in the organisation. In this enterprise
profile, a substantial part of the cash profits are reinvested in order to build the
capacity to produce and provide the most benefits for the different stakeholders
in the enterprise. In other words, more important than profits and how they are
distributed, are the benefits obtained by each of the stakeholders in the organisa-
tion. For governments, being a stakeholder in a social enterprise may be the only
efficient way and the most effective way they have to achieve positive results in
the struggle against social exclusion.

Social capital, capital of trust and the social enterprise

For economists, capital is a hard asset resulting from a costly investment that
depreciates and that has value because it offers benefits of some type. The
concept was first applied to commercial capital and machines (physical capital).
But over time, the number of elements considered to be capital has grown to
include relational capital. Social capital has reappeared with great force in the
course of the last fifteen years adding itself to the long list of assets which are
recognised to have a potential influence not only on economic results but also on
other aspects of social activity. The concept of capital of trust forms part of the
wider concept of social capital.

The approach to social capital in the multi-stakeholder enterprise is different
from the habitual approach to social capital in macro studies, which usually
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places non-economic relationships in the foreground in the generation of social
capital, and highlights in particular, all the effects of a political nature. In the
concept of the multi-stakeholder enterprise these very interesting non-economic
dimensions of social capital are not ignored, nor is there the intention to ignore
one of the most attractive characteristics of the concept of social capital, which
is its multidisciplinary character.

The majority of economists are more interested in the effects of social capital
on growth, efficiency and productivity (Alesina and LaFerrara, 2002; Sobel
2002). Nevertheless, other approaches by economists toward social capital con-
sider its development in the area of organisations. Although these papers don’t
often speak of social capital per se, the nature of the problems analysed is very
similar: the generation of relationships of trust and cooperation and their value
as an intangible asset (Williamson, 1993). Organisations are created with the
purpose of facilitating the coordination of physical, non-material and human
resources through formal and informal structures (Salas, 2001).

In the case of the social enterprise, the first question that must be analysed is if
economic relationships could be relevant in the generation of social capital.
According to the interdisciplinary definition of social capital proposed by the
SCIG (2001), social capital is the fruit of social relationships and consists of the
expectation of benefits derived from preferential treatment among individuals and
groups. In other words, social relationships in certain circumstances produce
expectations of favourable behaviour from other stakeholders. These expectations
are called social capital because they are an asset that produces various effects.

Situations in which there is imperfect information create an atmosphere of
distrust among stakeholders and a high degree of uncertainty. As a result, stake-
holders make decisions in the market and inside the organisation based on what
others are doing. Because of this, psychological and sociological factors become
important and concepts such as cognitive bias, impartiality, reciprocity, group
identity, team mate behaviour and social status are relevant (Akerlof, 2002).

Sacconi and Faillo (2005) use this focus to analyse the importance of social
capital as an asset that permits social enterprises to increase their comparative
advantages in relation to other organisations acting in the same market seg-
ments. They analyse social capital as the result of an investment and accumula-
tion process responding to the logic of maximisation of an objective function of
each one of the interest groups in the organisation. They think that each stake-
holder’s desire to form part of and participate actively in the enterprise must be
the result of the decisions of a rational optimiser. In this type of approach, stake-
holders invest or consume their resources only if this contributes to maximising
their objectives. In particular, the accumulation of capital of trust will be the
result of an investment that stakeholders make over time because they consider
that investment as the best option for the allocation of their resources.

From this perspective, in order to measure the results of this participation it is
necessary to identify how the process of collaboration operates and to evaluate
the benefits derived from it. Therefore, the social enterprise should develop a
process of rendering of accounts or accountability and quality assurance of the
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process of informing its stakeholders about the results obtained. This account-
ability process could lend support to the enterprise’s strategic and operative
management in the following ways:

1 It would help to maintain consistency between the enterprise’s systems and
activities and its ethical and social values.

2 It would favour understanding of the impact produced by its systems and
activities, incorporating the perception of the stakeholders related to this
impact.

3 It would serve as part of a general framework for internal control that would
permit the organisation to identify, evaluate and better manage the risks to
the stakeholders derived from its performance.

4 It would facilitate knowing the stakeholders’ legitimate interests for
information concerning what the impact of the organisation’s activities on
the community should be, as well as concerning what the decision-making
processes are.

Reporting on the results of a social enterprise consists of explaining and justify-
ing the actions, omissions, risks and subordinations for which someone is
responsible, and in relation to the persons that have a legitimate stake. In order
to comply with its rendering of accounts, the social enterprise has to offer expla-
nations about its actions, omissions, risks and subordinations. Besides the
requirements of transparency, the rendering of accounts involves the wider
obligation of receptivity and conformity. Transparency refers to the duty to
report to the stakeholders. Receptivity understood as the capacity to provide
answers (responsiveness) refers to the responsibility of the organisation with
respect to its acts and omissions, including the decision-making process and the
results of its decisions. Receptivity involves a commitment to develop processes
and objectives in the organisation that will permit a continual improvement in its
degree of compliance. Conformity refers to respect for both political and prac-
tical norms of reference, and communication of the policies and the results
attained (for more detail see Baldin, 2005 and Sacconi and Faillo, 2005).

Results of working with the social enterprise as unit of
analysis

After defining the concept of social enterprise the EMES Network carried out
two research projects to see if there were entrepreneurial experiences complying
with the meaning of social enterprise as laid out in the previous two sections.
The two projects were:

• TSFEPS Project:11 Changing Family Structures and Social Policy, which
concerns the provision of services for young children, the transformation of
family, structures and functions, and development in social policy in eight
European countries.
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• PERSE Project: The Socio-Economic Performance of Social Enterprises in
the field of integration work. This project focused on studying the import-
ance of social enterprises in the promotion of public policies supporting
people with difficult employability in 11 European member states.

Case study methodology was utilised in the two projects. Project PERSE was
focused solely on the analysis of enterprises acting in the area of social integra-
tion through work. Project TSFEPS analysed public, conventional private and
social enterprises. In this section we will look at some of the main results
obtained and also point out some of the benefits and limitations to the use of the
social enterprise as the unit of analysis for the study of these two sectors.

Some of the results obtained

The methodology used in carrying out the TSFEPS Project and PERSE Project
confirmed that it is not easy to find enterprises that meet the economic and social
characteristics of the social enterprise (as defined by the EMES Network) in all
the countries and in the two sectors. However, if one considers that this is a
theoretical definition and that its objective is to mark a trend toward a specific
type of organisation, then it is possible to find organisations that could be called
social enterprises in these two sectors.

One element that has an influence on the profile of the social enterprise is ter-
ritory, understood as a place having a very strongly defined historical identity.
As a result, the context is not a blank slate; history, culture, relationships
between governments and private conventional and social organisations deter-
mine, or better said, select the ways in which the social enterprise can develop.
As a result, it is important to pay attention to territory as a place populated by
people, institutions and enterprises in relationship; the way all these people,
institutions and enterprises live together is key to understanding the character-
istics of the social enterprise in that territory. In short, the second important con-
clusion was that the existence, importance and development of the
organisational profile is highly determined by what the French literature would
call the territorial matrix; that is, the institutional, economic, social, and histor-
ical setting of the territory in which this organisational profile is developed. The
study of the social enterprise requires previous knowledge of the territorial,
institutional, and social context as the basis of investigation. If it exists, the way
it is received and organised is distinct in each of the countries forming part of
the two projects. This second conclusion does not preclude the role of supra-
national structures like, for example, the European Commission which in its
member states exercises a very important influence on the other levels of
government in order to reach certain objectives like, for example, improving the
supply of collective childcare services both quantitatively and qualitatively, or
creating new mechanisms for social integration for persons with more difficult
employability. However, the instruments used in each one of the territories to
reach the same public objectives and the role played by the social enterprise as
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one of these instruments varies from one country to another, even though the
results pursued may be identical. As a result, the two research projects confirm
that in the European member states there is a tendency toward convergence in
public policy but the way these public policies are managed and especially the
relative development of the social enterprise depend on the territorial matrix.

The third conclusion, which is related to the second, is that each sector is its
own world:12 the sector of providing childcare services is different from that of
providing services to people trying to find employment. As each sector is its
own world, the development of the social enterprise in each varies.

Among the stakeholders playing an important role in the development of
social enterprise are those persons responsible for public policy. The two
research projects have shown that the ways of connecting and coordinating
developed by governments for the production and provision of services are very
important in each of the participating countries in order for the social enterprise
to develop in a specific sector. The TSFEPS Project demonstrated that the social
enterprise in the sector providing childcare services has very little presence in
Spain, unlike for example, in Belgium, France, in some parts of Germany, and
Sweden where the associations of parents in collaboration with the territorial
governments have their own niche in the market in this sector. In Spain the
cooperatives, foundations and associations providing collective services to chil-
dren under three years old are considered by government and perceived by the
society in general to be conventional private enterprises.

Comparative analysis of these two projects also leads to the impression that
social enterprise is more appreciated by those persons responsible for public pol-
icies to promote employment than by those promoting collective childcare ser-
vices. Independently of the results obtained from these two projects, there are
many more examples of government and private enterprises working in partner-
ship in the sector of social integration through work than in the sector of collect-
ive services for young children.

At this point in our analysis it is important to evaluate the degree of trust
established among different social operators and especially the degree of trust
that social enterprise has developed in the fabric of society. After having partici-
pated in the PERSE project the impression obtained is that the social and solid-
arity cooperatives in Italy have been capable of developing levels of trust that
are becoming a very important asset for their growth and consolidation as enter-
prises.

In the PERSE Project, more focused on the study of the applicability of social
enterprise, it was ascertained that generally speaking in all the participating
countries, producing is an instrument for work integration social enterprises. The
aim of the integration enterprise is to transmit a series of skills and behaviours to
help people to be able to enter the labour market. The work integration social
enterprise is not a project of private interest. It is a project of collective interest.
Consequently, the work integration social enterprise cannot be thought of as an
enterprise competing in the free market. It has to be thought of as an organisa-
tion that belongs to a group of stakeholders (here the importance of the concept
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multi-stakeholder) citizens that work following norms that have been discussed
and approved by different stakeholders and legally regulated by the public
authorities. The concept of the multi-stakeholder enterprise means cooperation
among different stakeholders. Among these stakeholders there are other enter-
prises and governments, primarily in the territorial area. In this context, coopera-
tion between social enterprises and conventional enterprises does not imply, as it
is understood in the economics literature, competition. Instead it means employ-
ing forms of collective action to resolve problems in a reality in which each of
the actors working alone would not be capable of solving or would not have suf-
ficient advantages to solve. The work integration social enterprise is a very good
example of the necessity of multi-stakeholder action, of cooperation among
community groups, conventional enterprises, and government to promote social
integration. The concept of multi-stakeholder, of cooperation by working in a
network, must not only be sought in the production of goods and services but
also in the formation of skills and human capacities. The principal benefits that
social enterprise contributes to its stakeholders are the improvements obtained
by each of its stakeholders. The function of the work integration social enter-
prise lies in the organisation of a training project dedicated to guaranteeing over
time the transmission of behaviour and work skills. Production is one of the con-
sequences, not vice versa.

From this last analysis, two results can be deduced:

1 Protection, positive discrimination measures and fiscal bonuses that the
work integration social enterprise receives in some countries should not be
understood as disloyal competition against the interests of conventional
enterprises. On the contrary, work integration social enterprise must be
understood as an instrument belonging to all the community, which must
facilitate cohesion and the social integration of people with difficult
employability.

2 The territorial governments make available to work integration social enter-
prises, resources and support designed to reduce the loss of economic
competition that the hiring of persons at a low level of productivity brings.

The benefits of using the social enterprise as unit of analysis

From the point of view of socio-economic research the social enterprise is
making it possible to analyse some organisations as formal mechanisms of con-
tinuous relationships among different stakeholders who voluntarily act in
coordination with each other to obtain better results than they could obtain
acting alone. The perspective of studying the enterprise as the result of the
coordination of different interests is often absent from economics studies. The
perception of the organisation as a formal relationship among different stake-
holders with the purpose of facilitating the coordination of physical, non-
material and human resources allows one to talk about the existence of social
capital inside the organisation – understood as the trust that has accumulated
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over time among these groups of stakeholders. Working in coordination forming
part of an entrepreneurial project makes explicit the need for a more important
level of involvement among the different stakeholders than a strategic temporary
alliance. It means that the different stakeholders are involved in a project that
does not have an expiration date. From this perspective the social enterprise can
be conceived of not as a private project but as a collective project at the service
of different stakeholders.

The main obstacles for the study of a sector using the social
enterprise as unit of analysis

Today the main obstacle for economists who study social enterprise and in a
more general way, the organisations making up the third sector or the social
economy, is the uncertain or debatable theoretical status of these concepts and
concretely of the concept of social enterprise, which is the focus of this chapter.
Among economists the approach to the enterprise that dominates is that of an
organisation that produces goods and services and whose objective in the market
economy is to generate profits. Too frequently organisations are classified as
public or private. And in the area of private organisations no distinctions are
made. The researchers who focus their attention on the procurement of services
by governments make reference to enterprises and give the impression that all
enterprises have only one objective; all organisations in the private sector act
based on economic rationalism.

A second important obstacle for the study of social enterprise is the lack of
legislation in the majority of countries with the occasional exception such as the
recently passed social enterprise law in Italy. One of the results of this lack of
institutional recognition of social enterprise is its scarce practical importance
and its non-existence in the statistical information provided by the different
national statistical systems. As a result, the methodological research continues to
be the case study. This methodology is valid for the first phase of research and
analysis and especially for sensing innovations taking place in the area of organ-
isations. But in the medium and long term this methodology is limited, and
finally the researcher who wants to obtain quantitative results must make gener-
alisations without distinguishing among the behaviours of different organisa-
tions acting in different sectors.

Another obstacle to the social enterprise awakening more interest in
researchers in the social science disciplines is its relatively minor importance in
comparison to the importance of other economic actors such as conventional
enterprises or governments as producers and suppliers of services in general. In
Spain, for example, utilising a broader concept of social enterprise, cooperatives
and non-profit organisations account for five out of 100 of the total number of
private organisations acting in the area of production for the year 2005 (National
Institute of Statistics, 2006 and Vidal, 2007).
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Conclusions

Based on the analysis carried out, we are in a better place to respond to the ques-
tion posed in the title of this chapter: Should social enterprise be a core element
in the provision of public services or is it a distraction? We have approached the
concept of social enterprise utilising the conceptual framework of multi-
stakeholder organisation. We have looked at the development and impact of the
cooperative enterprises and mutuals in a reality characterised by a process of
technological change, the liberal state and the non-existence of regulated
workers’ rights. In this concrete historical environment, some collectives organ-
ised and created their own structures with the primary definition of “mutual aid”
organisations. In the second half of the twentieth century, the construction of the
social welfare state in some European countries facilitated the strengthening of
mutuals and associations as arms of management for governments. Associations
were contracted by mutuals to provide public services. The result was the rise of
the non-profit sector to produce and provide services. Starting in the last quarter
of the twentieth century, operating foundations began to rise in a more intense
way in some countries more than in others because of specific legal incentives,
as occurred in Spain. Over time cooperatives, associations and foundations have
begun to operate in the sectors related to the production and supply of public
services. This convergence, together with the growing demand for relational ser-
vices in Europe, is allowing the emergence of a new profile of enterprise within
the third sector whose primary characteristic is its definition as a multi-
stakeholder initiative.

One of the important results of the TSFEPS and PERSE Projects has been
that you cannot isolate the development of social enterprises from the decisions
of government. It is in the governance of the public authorities wherein resides
in an important but not exclusive way, the explicit option of promoting the
social enterprise among the different organisational options available. For the
past decade the subject of the governance of an organisation has begun to gener-
ate a certain amount of literature. In the case of local governments Proeller has
pointed out that “governance is proclaimed to be the rising topic, set to become
the central model of local government discussions and to receive more attention
than public management in future debates” (Proeller, 2006: 9). Andrews et al.
make reference to mismanagement. They consider that one path that local gov-
ernments can take to increase their performance is “to work in partnership with
the voluntary and especially the private sector when delivering services”, even
though they recognise that the benefits of working in partnership can be tem-
pered by the additional contracting costs that are generated – especially costs
related to transaction, trust and rent seeking (Andrews et al., 2006: 279). We
could continue citing more quotations but the objective now is to underline the
fact that there is a rich literature focused on government and the important role
of governance in the performance of production and provision of public ser-
vices. In the area of the conventional enterprise, the literature related to corpor-
ate governance and the concept of the multi-stakeholder has perhaps generated
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less literature but it is a subject that is becoming important (Kristensen, 2001;
Moon, 2002 and Zadek, 2005). Consequently it is not at all strange that in the
area of the third sector, the concepts of the multi-stakeholder enterprise
(Borzaga and Defourny, 2001) and of co-governance (Pestoff, 2008) are begin-
ning to be raised.

In the current state of reflection there does not exist just one single concept of
governance. Pestoff (2008) writes, “the concept of governance gained extensive
attention recently, becoming a buzzword in social science. It is used in a wide
array of contexts with a wide divergence in meanings”. In this chapter the
concept of governance being used is not that of working in network or tempo-
rary collaboration, but rather in multi-stakeholder initiatives in which the differ-
ent stakeholders form part of the governing organs of the organisation and have
the right not only to speak but also to vote. The analysis used attempts to
respond to questions such as: what happens inside an organisation governed by
different stakeholders who might have different interests? The levels of meso
and macro analysis have not been used; rather attention has been focused on the
micro level of analysis: the organisation.

The results obtained with the PERSE and TSFEPS Projects raise new areas of
work. It is necessary to continue studying the impact of multi-stakeholder gover-
nance inside the social enterprise, not only as it affects the management of the
organisation but also in the way it affects the work of directors and workers. It is
also important to study the impact on governments as they get directly involved
in the governance of private organisations. It is also necessary to continue
working to better detect the conditions needed to facilitate the development of a
favourable atmosphere for the social enterprise. Disposing of a battery of mater-
ial indicators to recognise this atmosphere is going to make it easier to measure
the level of trust accumulated by the enterprise among its stakeholders. We must
also continue to resolve the problems of interpretation inherent in the process of
formation of values such as credibility, reputation and trust with other stakehold-
ers with whom the enterprise works in partnership. Related to accountability,
what is the role of regulation, self-regulation and above all transparency? What
is the impact of these changes for the other stakeholders, governments, conven-
tional enterprises, families, and the community? For the social enterprise to
develop it must first accumulate trust. However, the other stakeholders – govern-
ments, enterprises, the community, family – must be able to value the presence
of social enterprises. Possibly the definition of the social enterprise laid out by
the EMES Network refers more to the standard analysis of what the profile of an
enterprise operating in the sector of public services should be than to the posit-
ive analysis of how the dominant enterprise operating today in the provision of
public services actually is.

Notes

1 This chapter is a revised version of the paper written for the Exploratory Workshop of
the European Science Foundation “The Third Sector in a Changing Europe: Key
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Trends and Challenges” Corvinus University, Budapest, 6–8 December, 2006. The
author also acknowledges the useful and insightful comment of Adalbert Evers,
Victor Pestoff and Dennis Young on the first version of this paper. Responsibility for
the content, however, lies with the author alone, as always.

2 Member of the EMES Network and professor at the University of Barcelona.
3 The EMES Network is a non-profit association whose members are research centres

and academics from different social science disciplines. Ten years ago a particular
concept of the social enterprise began to develop. More detailed information about
the academic perspective of the EMES Network can be found by going to its website:
www.emes.net.

4 Belgium, Bulgaria, France, Germany, Italy, Spain, Sweden, the UK. The national
TSFEPS reports are available on the EMES site: www.emes.net. For an overview of
the different contributions from the TSFEPS Project see Fraisse (2006) published in
the Bulletin of CIES.

5 Belgium, Denmark, Finland, France, Germany, Ireland, Italy, Portugal, Spain,
Sweden and the UK. The national PERSE reports are available on the EMES site:
www.emes.net. One outcome of this research work is found in Marthe Nyssen (2006a).

6 Consumer co-operatives provide the shopping basket of basic goods for their
members; mutuals provide a social plan and health services; associated work coopera-
tives, the creation and maintenance of employment; the agricultural cooperatives,
better marketing of the products obtained from the land, etc.

7 During the 1980s the rediscovery of worker cooperatives was the subject of three
doctoral theses which were later published: Demoustier, 1981; Vidal, 1987 and
Defourny 1990.

8 We are referring to childcare services, home care services for dependent persons, or
services to integrate persons with physical or psychological disabilities into the labour
market.

9 A complete and well-reasoned definition of the concept of social enterprise can be
found in the book by Borzaga and Defourny (2001). The concept of the social enter-
prise is advanced in Nyssen (2006a).

10 A mechanism available to researchers in responding to these questions is to use avail-
able theories. Being a multidisciplinary network of researchers, there are various the-
ories utilised proceeding from different perspectives of analysis.

11 It should be pointed out that in this same collective work, Pestoff (2008) uses the
results obtained by the TSFEPS Project to reflect on the concepts of co-production
and co-governing. It confirms that in France and Germany, in contrast to Sweden,
there exist experiences of co-governance between governance and families in the
service of production and provision of childcare services.

12 A conclusion which may be surprising though it was already known. For the Amer-
ican case see Hammack and Young (1993).
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18 Social co-operatives for persons
with mental health problems in
Greece
A specific form of social enterprise

Dimitris Ziomas

Introduction

Compared to the approaches which are applied in other countries, Greece has
created a unique legislative framework for the inclusion of people with mental
health problems into employment. This framework provides for the establish-
ment of Social Co-operatives of limited liability, which constitute, thus far in
Greece, the only institutionalised form of a “social enterprise” type of organisa-
tion.

The Social Co-operative, as provided by the Greek Law No. 2716/1999
(Article 12), is a specific form of a co-operative organisation, which serves both
economic and social-therapeutical purposes. It aims, in particular, at the socio-
economic re-integration and vocational re-insertion of persons with mental
health problems, contributing in this way to their therapy and, to the greatest
possible extent, to their economic self-sufficiency. In the pursuit of this overrid-
ing objective, Social Co-operatives are considered commercial organisations and
can develop and perform any economic activity in an entrepreneurial manner.

As regards its legal basis, its unique feature is that the Social Co-operative
constitutes both an “enterprise”, basically productive and trade-oriented organi-
sation and, at the same time, a “mental health unit”. The challenge therefore is to
find the best possible way to manage both functions or objectives in balance and
to avoid promoting the one at the cost of the other.

Moreover, another novel feature of the Social Co-operative is that, unlike the
other types of co-operatives where membership is composed of only one type of
stakeholder, its formation requires a wider partnership relationship consisting of
the following three main categories: persons with mental health problems,
mental health professionals and other persons and agencies from the local
community.

Given the above, a number of issues and questions are raised, which this
chapter attempts to address and discuss as thoroughly as possible.



The state of play of the Third Sector in Greece

It is generally accepted that in almost all old member states of the European
Union, especially since the mid-1990s, there has been a remarkable growth of
the “third sector” or the “social economy sector”, whereby these terms refer to
all those socio-economic activities that fall neither within the scope of the tradi-
tional private business sector nor of the public sector. It should be noted,
however, that the legal forms and the historical experiences and traditions of
such socio-economic activities vary considerably from country to country.

In Greece, over the last ten years, one observes the emergence of a more local,
less visible part of the “third sector”, consisting of initiatives, projects and agen-
cies which are taking shape around the less formalised tasks and challenges such
as: new social problems, environmental problems, concerns about unemployment
and the social exclusion of vulnerable social groups etc. These initiatives,
however, run mainly on limited programme funding,1 supported in their majority
by the European Union’s Social Fund financing, and not on stable local funds
though there are notable exceptions. Nevertheless, it is only the minority of these
initiatives that base their strength on local solidarities, including voluntary work
and civic commitment, elements which are still underdeveloped in Greece.

Notwithstanding the fact that most of these initiatives have sprung up mainly in
response to the availability of European Union funds, their impact has been posit-
ive, especially in the provision of social and welfare services including work
integration activities. This is obviously due to the fact that the existing forms of
state provision in this area have been inadequate to deal with high unemployment
and the emerging situations of social exclusion that Greece has been facing during
the last decade. Moreover the role of such initiatives has become even more
significant over recent years, given the fact that public social policy spending has
been under control, while there is uncertainty about the outcomes of public social
policy programmes and especially of employment policies and measures.

In short, it appears that many of the initiatives which are considered part of the
“third sector” are being gradually accorded certain legitimacy in Greece. At the
same time, the need for facilitating new forms of co-operation and partnership
through new institutional arrangements that would promote, among other things, the
development of the social economy sector, has entered the political discussion in
Greece. Undoubtedly, a major stimuli for this has been the EU’s guidelines and rec-
ommendations on the linking of employment promotion and local development and
on exploiting, in particular, the potential of the social economy sector to create jobs.

However, in spite of the above, with the exception of the social co-operatives of
limited liability, which this chapter presents, no public policy has been developed as
yet in Greece with respect to exploiting the potential of the social economy sector.
Thus, differently from many other European Union member states, the “third
sector” or the “social economy sector” as a relevant category for employment policy
formation has attained, thus far, only a marginal position in Greece. The notion and
knowledge regarding “social economy” remains still low in Greece and there is a
profound lack of any dedicated institutional or legal arrangements for action.
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A short overview of the evolution of the forms of work
integration activities for mentally ill people in Greece

Since the early 1990s, largely under the influence of European Community’s
Regulation 815/84, most psychiatric hospitals in Greece began increasingly to
be engaged in the task of preparing mentally ill patients for social rehabilitation,
including the provision of employment opportunities, as well as the provision of
housing facilities which would allow the mentally ill to lead independent or
semi-independent lives in the community. For, it was increasingly becoming
self-evident that the establishment of community-based residences and the
development of vocational rehabilitation programmes were among the crucial
elements of the rehabilitation and de-institutionalisation process which was
under way.

Indeed, the 1990s witnessed a growing concern among all those involved
in the provision of mental health services in Greece to find the most suitable
ways to improve the prospects of mentally ill people re-entering the labour
market, which was recognised as one of the basic prerequisites for their social
inclusion.

It should be pointed out that this widely felt need, observed in the 1990s, did
not apply only to countries like Greece, where psychiatric reform at that time
was still relatively young, but even in the more advanced EU member states.
Probably this was accounted for by the fact that the de-institutionalisation of the
hospitals is underlying the need for alternative services, including work
opportunities, which, in turn, increases the needs for independent living and
therefore brings about a greater realisation of the necessity of providing job
opportunities in this process.

It was in this context that a number of work integration initiatives for the
mentally ill living in psychiatric hospitals or in mental health hostels located in
the community were established in the first half of the 1990s. These initiatives
took mainly the form of either informal “productive sheltered workshops” or
informal “Co-operative Therapeutical Units”. Note should be made of the fact
that the operation of the latter, namely the “Co-operative Therapeutical Unit”,
though not based on an existing legal framework, it was based on an internal
regulation/constitution which provided, among other things, that it would be run
by an administrative board composed of hospital personnel and patients
employed in the unit.

Moreover, from the mid-1990s onwards, in addition to these initiatives, a
number of small-scale productive units for mentally ill people began to emerge,
taking the form of either a “civil society” organisation or an “Urban Co-
operative” or “Agricultural Co-operative”. So, a small number of such initi-
atives, being characterised by a relative autonomy from the psychiatric hospitals
and by an entrepreneurial orientation, employing mentally ill people living
outside the hospitals, began to operate during the second half of the 1990s.

Yet, again, even these more developed and formal organisational forms,
although providing a better framework for vocational rehabilitation and work
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experience for the mentally ill, were found to be short of facilitating to the
required degree the needs, and especially the therapeutical needs, of the mentally
ill people. This was mainly attributed to the fact that the legal framework used by
these initiatives was not flexible enough and lacked specific provisions which were
required for setting up a “social enterprise” type of organisation, capable of facili-
tating the re-integration of the mentally ill into employment and of ensuring con-
ditions in which discrimination against them is eliminated. Thus, the need for an
appropriate legal and institutional framework was widely recognised.

It was this widely felt need which subsequently led to the adoption of Article
12, which provides for the establishment of Social Co-operatives of Limited Lia-
bility (KoiSPE), under Law No. 2716 of 1999 concerning the “Development and
Modernisation of Mental Health Services” in Greece. Provisions under Article
12 of this law have been designed in such a way so as to be conducive to the cre-
ation of alternative facilities with respect to both vocational rehabilitation and
work activities geared to the needs of people with mental health problems. It is
important to note that the provisions of Article 12, concerning the establishment
of the Social Co-operatives, have taken account of other member states’ experi-
ences in this field at that time, and especially that of Italy’s where two types of
Social Co-operatives were already in operation.

The institution of Social Co-operatives of Limited Liability in
Greece

A short profile

The institution of Social Co-operative is a specific form of co-operative which is
underpinned by a specific social aim, serving both therapeutic and entrepreneur-
ial purposes. In particular, Social Co-operatives provide the opportunity for their
members to regain “unused” skills or to acquire new ones through on-the-job
training and work experience and eventually to acquire a permanent job in a
somehow “protective” environment or in the regular labour market. At the same
time, members of the co-operative learn to work on a collective basis and take
some responsibility relating to the performance of the co-operative’s activities.
It should be pointed out that in these co-operatives, work activities are carried
out by both mentally ill people and non-mentally ill people, thus avoiding the
creation of a “sheltered” work situation. Furthermore, this initiative has began to
paving the way for similar legal arrangements to be made in order to facilitate
the establishment of Social Co-operatives by other vulnerable population groups
and, in general, the development of the social economy sector in Greece.

The main innovative elements characterising the institution of Social
Co-operatives

• It is a new organisational form;
• it ensures compatibility between economic and social objectives;
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• it strengthens and promotes partnership relations and arrangements;
• it enhances the mobilisation of the local actors and the local community at

large;
• it facilitates and promotes a “bottom-up” approach;
• it constitutes part of the de-institutionalisation process of mentally ill

people;
• it is underpinned by an integrated approach;
• it exploits the potentiality of social capital development in a specific territo-

rial context.

The legal basis of Social Co-operatives of Limited Liability

The Greek Law No. 2716 of 1999 concerning “the development and modern-
isation of mental health services” provides, among other things, for the forma-
tion of “Social Co-operatives of Limited Liability”, which are legal entities of
private law. The Social Co-operatives, as provided by Article 12 of the above-
mentioned law, are a specific form of co-operative, given that apart from being
basically productive and trade-oriented, organisations are simultaneously con-
sidered as mental health units supervised by the Ministry of Health and Social
Solidarity.

Note should be made of the fact that there is a restriction with regard to the
number of Social Co-operatives that can be established in each mental health
sector – “catchment” area, which is usually geographically based: that is, in each
mental health sector, usually covering one prefecture, only one Social Co-
operative can be established.

The Social Co-operatives have autonomy in decision-making through their
democratically elected organs. However, the state (and in particular the Ministry
of Health and Social Solidarity) has supervisory powers with regard to the legal
aspects of its operation, while it monitors the development of Social Co-
operatives.

Overall, the legal framework of Social Co-operatives resembles to a certain
extent the existing framework provided for the agricultural and urban type of co-
operatives established in Greece. For, it provides for the formation of an organi-
sation which possesses the following distinctive features: it requires the joint
effort of individuals with a common purpose or problem; it aims at the realisa-
tion of a mixture of economic and social objectives; it is not under state control
but under collective control and democratic management through democratically
elected (one member, one vote) bodies; it can undertake entrepreneurial activ-
ities with the emphasis on the production of socially useful products and ser-
vices; and finally, its operations are funded mainly from the sales of its products
and services, while it can receive some donations or state grants.

However, the new elements introduced by Article 12 of Law No. 2716/1999
for the establishment of “Social Co-operatives of Limited Liability” renders
them different from the abovementioned types of co-operatives. These elements
are the following:
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• it states that the Social Co-operative can serve many purposes and perform
any economic activity, in contrast to existing regulations governing urban
and agricultural type of co-operatives in Greece;

• it gives the right to mentally ill people to undertake any economic activity;
• it defines the membership shares allocated to each participating group (at

least 35 per cent to mentally ill people, not more than 45 per cent to profes-
sionals in the provision of services and not more than 20 per cent to unem-
ployed persons, other agencies or organisations with a related purpose, etc.);

• it envisages the participation of two mentally ill people on the administra-
tive board (consisting of seven members) of the Social Co-operative;

• it envisages a salary for mentally ill persons employed by the Social Co-
operative, ensuring at the same time their right to continue to receive any
disability payments provided by the state.

The objectives of social co-operatives

The basic aim of their establishment is the socio-economic re-integration and
vocational rehabilitation of mentally ill people, contributing in this way to their
therapy and to the greatest possible extent to their economic self-sufficiency. In
the pursuit of this overriding objective, Social Co-operatives are considered
commercial organisations and can develop and perform any economic activity in
an entrepreneurial manner.

Overall, it may be said that the establishment of Social Co-operatives reflect
the widely felt need to shift the focus of social and job integration activities from
the affliction of the disabled person to his/her potentiality. That is, the need to
promote initiatives that take into account both therapeutical aspects and the
development of skills and activities of the persons with special needs. In addi-
tion, they reflect the widespread tendency to create work situations where the
disabled persons are mixed with the non-disabled persons, thereby avoiding the
creation of traditional sheltered workshops for the disabled.

Composition of the membership

The potential members of the Social Co-operatives are divided into three distinct
categories:

• The first category involves the mentally ill people, above 15 years of age
irrespective of diagnostic category, the stage of illness and their residence
without the requirement of them being capable of legal transactions or not.
It is obligatory that people in this category represent at least 35 per cent of
all members of the Social Co-operative.

These members can be employed by the Social Co-operatives of
Limited Liability and get paid according to their productivity levels and
time of work. In the event of them receiving some form of pension,
allowance or other form of benefit, they do not lose these benefits but
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continue to collect them concurrently and in addition to their Social Co-
operatives of Limited Liability salaries. If they are not insured, Social Co-
operatives of Limited Liability provides insurance for them in the respective
insurance agency.

• The second category involves the mental health professionals such as psy-
chiatrists, psychologists, nurses, occupational workers, trainers and, in
general, those working in the area of mental health. The members of this
category cannot exceed the upper limit of 45 per cent of the total number of
the Social Co-operative’s members.

Public servants such as psychiatrists, psychologists, social workers,
etc., working at the NHS (National Health System) can also be members
of the Social Co-operatives of Limited Liability. These members can be
seconded from their Public Service to work (full or part-time) at a Social
Co-operative, while they continue to receive their salaries as public
servants.

• The third category involves other individuals as well as legal entities of
public or private law. It involves, in particular individuals such as unem-
ployed persons, persons from other vulnerable social groups, etc., as well
as agencies and organizations such as local authorities, hospitals, public
organizations, etc. Membership of this category cannot go beyond the upper
limit of 20 per cent of all members of the Social Co-operative.

Employment arrangements and regulations in the social co-
operatives

Mentally ill people can be employed in the Social Co-operatives and get a salary
in accordance with their productivity and the hours worked. This salary is added
to any benefit or pension that the mentally ill person is entitled to receive. If the
person is lacking social insurance, the Social Co-operative is required by law to
provide social insurance coverage.

Co-operative shares

Compulsory co-operative shares: each member receives, upon enrolment, a
compulsory co-operative share as defined in the statute of Social Co-operatives
of Limited Liability. The co-operative share is the same and of equal value for
all members.

Optional co-operative shares: each member has the option of obtaining up to
five optional shares. Legal entities of public equity or non-profit legal entities of
private equity (public or private sector) have the option of obtaining an unlim-
ited number of optional shares, should there is such a provision in the Social Co-
operative’s Statute.
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Organisational aspects

The managing bodies of the Social Co-operatives are the following:

1 the General Assembly, which is the highest decision-making body for all
matters concerning the Social Co-operative, composed of all its members;

2 the Management Board (or Administrative Council), which is composed of
seven members elected by the general assembly and which is responsible
for the management and operation of all activities of the Social Co-
operative;

3 the Supervisory Council which is composed of three elected by the General
Assembly and which is responsible for the supervision and monitoring of
the activities of the Management Board.

It should also be stressed that all Social-Co-operatives are based on the principle
of democratic management, which in turn is based on the clause “one member,
one vote”.

Social Co-operatives of Limited Liability resources

Social Co-operatives of Limited Liability resources stem from:

• Funding from the regular state budget or the public investment programme
exclusively for co-funding programs from the European Union (EU) or
international organisations.

• Funding from national organisations, the investment program, development
programs, EU or international organisations.

• Legacies, donations and surrender the use of property.
• Incomes from Social Co-operatives of Limited Liability activities.
• Incomes from Social Co-operatives of Limited Liability property utilization.

Other aspects of Social Co-operatives

• Associating with legal entities of public law. The state, public organisa-
tions, local authorities of ‘a’ and ‘b’ grade as well as their respective legal
entities are supplied with goods and receive services from Social Co-
operatives of Limited Liability. In that case, the supply of goods/services
offered can take place by contracting with Social Co-operatives of Limited
Liability.

The above-mentioned state agencies are allowed to give away to Social
Co-operatives of Limited Liability, for the purpose of use only, assets
(landed property or real estates) and any other form of facilities.

• Tax reductions. Social Co-operatives of Limited Liability are exempted
from any kind of taxation, direct or indirect, except VAT.
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An overview of the social co-operatives established to date in
Greece

The first Social Co-operative was established in November 2002 on Leros island
with mentally ill people from the Leros Psychiatric Hospital as well as people
from the local community. In total, it employs 41 people of which 27 are men-
tally ill. Nine more Social Co-operatives have been established recently in
Athens (three), Corfu island, Chios island, Crete island (Chania), Thessaloniki,
Katerini and Amfissa, which nevertheless are not as yet in full operation of all
their forecasted activities. In addition to these ten Social Co-operatives, two
more are to be established in the near future (in Athens and on Kefalonia island).

However, it is difficult to make an assessment of their operation and their
impact to date on the socio-economic integration of the mentally ill people,
given that they are still at an early stage of development.

Problems/difficulties that the Social Co-operatives are facing
at the early stage of their operation and development

Problems related to the mobilisation of a wide range of stakeholders

There are serious difficulties in enlarging – opening up the partnership rela-
tionship on which Social Co-operatives’ establishment is based upon to a
wider range of organisations/agencies from the local community (i.e. local
authorities agencies, private sector enterprises, social partners’ organisations,
etc.). For, most of the Social Co-operatives which have been recently estab-
lished continue to a great extent to rely on the involvement of the psychiatric
hospitals as the sole facilitators for the implementation of such initiatives, let
alone the fact that hospitals remain an indispensable stakeholder. Besides, the
public’s attention as well as the political attention to Social Co-operatives con-
tinues to be very low.

It is thus of utmost importance that efforts should be concentrated on the
promotion of an area-based wider partnership on which Social Co-operatives are
established. Exploitation of the social capital and, in particular, of volunteers’
involvement should also be given a high priority in this respect.

Issues related to the effective implementation of an ambitious
business plan

Although at an early stage of operation and development, it has already proved
difficult in practice for the Social Co-operatives to implement an ambitious busi-
ness plan entailing noteworthy targets as regards the creation of new jobs, espe-
cially for the mentally ill people. So, the goods and services Social
Co-operatives produce to date are rather of a limited range and it seems that they
reproduce to some extent the traditional methods of the “sheltered productive
workshops”. One of the basic reasons for this is considered to be their limited
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capital base and their inability to have recourse to resources from the “tradi-
tional” financial sources as private enterprises have.

Lack of access to financial resources

The above-mentioned weakness is related to the crucial problem facing Social
Co-operatives, namely the fact that they do not have access to financial
resources. For, no relevant provisions have been made neither any other institu-
tional arrangements so far with regard to securing some initial financial support
for the Social Co-operatives’ establishment. Access, in particular, to the bank
loans is virtually impossible due to the lack of provisions by public mechanisms
to provide collateral to Social Co-operatives as they do to private enterprises.

Lack of exceptional public support

Public and local authorities are still far from entrusting Social Co-operatives
with the production of services. Specific arrangements are needed and special
provisions should be made for assigning public orders and small contracts to
Social Co-operatives.

Lack of managerial skills

Another problem seems to be the lack of competent managerial personnel,
capable of taking over the management of the Social Co-operatives. Despite the
efforts that have been made, especially under the Community Initiative
“EQUAL”, to implement a number of vocational training programmes for
acquiring appropriate managerial skills for a Social Co-operative, the “Social
Manager” as an institution is still underplayed and has not been supported ade-
quately by the system of vocational training or the system of higher education.
And of course, managerial skills are considered a crucial prerequisite for Social
Co-operatives to develop in the light of real market prospects in productive
activity and services.

Lack of coordination between the competent public organisations

In most cases, it appears that a number of administrative and bureaucratic prob-
lems have delayed, and continue to do so, the actual operation of Social Co-
operatives. This is mainly attributed to the lack of coordination between certain
public organisations which are involved in areas such the social insurance cover-
age of the Social Co-operatives’ members, the system of benefits to the mentally
ill people etc. It seems that the competent public authorities and the public offi-
cials are not adequately, and up-to-date, informed as regards the new institution
of the Social Co-operative and the specific provisions that the legal framework
provides for it.
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Concluding remarks

It is of fundamental importance that Social Co-operatives build up and cultivate
a sound reputation in the market for their actual skill in improving the occupa-
tional capabilities of the mentally ill people and in certifying their level of pro-
ductivity. And to this end, it is considered necessary to establish a structure of
empowerment and ongoing support which will provide the appropriate technical
assistance required to increase the number of Social Co-operatives established in
Greece and facilitate their proper functioning and further development. The
technical assistance structure “Synergeio”, which was established under the
community initiative programme “EQUAL”, constitutes a good example
towards this direction. For, the advent of “Synergeio” has facilitated greatly the
recent establishment of four Social Co-operatives for mentally ill persons.

The institution of Social Co-operative is certainly incapable of providing
alone a solution to the vast problem of the occupational integration of mentally
ill people. But, undoubtedly, it provides a tool which lends itself particularly
well to coordination with other measures not only with respect to the employ-
ment prospects of this vulnerable social group, but also with respect to their
social inclusion and, thus, to their full citizenship. In this context, policy-makers
must be made fully aware that they have at their disposal a truly innovative
measure not only in the field of active employment policies, but also in social
policy and other related policies. For, Social Co-operatives can bring about addi-
tional benefits. That is, socially worthwhile benefits which are not necessarily
directly related to employment development, such as: contribution to local
development, promotion of a participatory style, raising community confidence
on them and thus enlarging the resource base.

Note

1 Programme funding is frequently only available for a relatively short initial period,
after which funding ceases.
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19 The economic analysis of non-
profit organisations’ management

Marc Jegers

Introduction

The aim of this chapter is to provide a conceptual and intuitive overview of the
main insights stemming from a microeconomic, “theory of the firm” like, analy-
sis of non-profit organisation (NPO) management. Apart from more general
aspects such as objectives and governance, the main functional domains are dis-
cussed: organisational strategy, marketing (volunteers, donations and subsidies,
profit activities), accounting (financial accounting, audit, management account-
ing, accounting manipulations), finance (capital structure, investment analysis,
financial vulnerability), and some aspects of human resources management. The
literature reviewed proves that the internal functioning of NPOs can be analysed
with the same microeconomic instruments and concepts as applied to for-profit
organisations or governmental agencies, but also that a large number of topics
are still under-researched. Most empirical research has been conducted with US
data, though contextual differences might suggest that when the same frame-
work is applied to European organisations, the empirical evidence cannot be
expected to be comparable to the US evidence. Furthermore, European
researchers are disadvantaged when trying to analyse these topics, due to the
lack of standardised data on inputs and outputs of non-profit organisations.

Although there is a long tradition of analysing the for-profit organisation
(PO) within a microeconomic framework,1 a comparable coherent body of
knowledge does not exist for the non-profit organisation (NPO). The aim of the
present chapter is to collect and present pieces of research on the functioning of
NPOs in a structured and non-technical way, hopefully showing their usefulness
for both further academic research and daily managerial practice in NPOs.
Theory of the non-profit firm could be a nice overarching label for these
contributions.

Choosing this frame of reference implies ignoring some other important
microeconomic achievements in the field of NPOs (besides numerous other
valuable approaches), especially the “demand side” question on the existence of
NPOs: why are NPOs desirable in society, or at least preferred to other institu-
tional forms (Gui, 1991; Krashinsky, 1986)? Transaction cost theorising
(Williamson, 1979, 1991) might suggest some answers to this question,



especially when incorporated in widely known reflections on market failure,
government failure, public goods, contract failure, client control, or in lesser
known theories based on the implications of stochastic demand (Holtmann,
1983) or employee commitment (Francois, 2001).

The focus of the present text is on the internal functioning of NPOs. The most
promising microeconomic approach in this respect is the principal-agent theory.
Jensen and Meckling (1976) coined the terms involved by stating that a
principal-agent relation is “a contract under which one or more persons (the
principal(s)) engage another person (the agent) to perform some service on their
behalf which involves delegating some decision making authority to the agent”
(308). The objectives (“utility arguments” in an economist’s vocabulary) of the
principal need not be identical to the objectives of the agent, a situation giving
rise to “agency costs”, which are the sum of the costs the principal has to bear to
monitor the agent (monitoring costs), the costs the agent incurs in order to con-
vince the principal of his trustworthiness (bonding costs), and the eventual
welfare loss by the principal as compared to her (theoretical) welfare in a situ-
ation with principal and agent having identical objectives. Though stewardship
theory assumes this latter situation to be reality or the norm for NPOs, it can at
best be considered as an extreme case of a principal-agent relation, in which the
difference between objectives is reduced or eliminated (Caers et al., 2006a).
Therefore, it is no surprise that most authors accept the principal-agent frame-
work to be relevant when studying the functioning of NPOs (e.g. Brody, 1996;
Herman and Heimovics, 1991; Miller-Millesen, 2003; Steinberg, 1990). Both
the relation between the board (as the guard of the organisation’s objectives) and
management, and the relation between management and the other staff2 can be
modelled as principal-agent relations (Caers et al., 2006a), as well as other rela-
tions typical for NPOs, such as between donors and the organisation, or, more
generally, between multiple stakeholders and the board, or well-known relations
in POs, such as between debt-holders and the organisation.

In traditional PO principal-agent research, performance based remuneration
schemes for the agents involved are extensively studied as a way to give the
agent incentives to act in the principal’s interests. The results obtained cannot
be easily transposed to the NPO context (Steinberg, 1990),3 as relevant, objec-
tive, and verifiable performance variables are not easily agreed upon (given
this would be possible at all). Notwithstanding a few empirical studies reveal-
ing small cross-sectional correlations between some selected performance
measures and top management remuneration (Baber et al., 2002; Hallock,
2002; O’Connell, 2005), a systematic analysis of performance based remuner-
ation contracts in NPOs is still not available (Brickley and Van Horn, 2002;
Preyra and Pink, 2001), if possible at all. This does not imply that other
principal-agent insights are irrelevant when studying the functioning of NPOs,
as most of the next sections show. They are organised as follows: the conclud-
ing section is preceded by sections on strategic management, marketing,
accounting, finance, recruitment and selection. Before these, NPO objectives
and governance are discussed.
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Objectives and governance

It is still true that “there is no consensus among economists regarding the objec-
tive function of NPOs” (Schiff and Weisbrod, 1991: 621). This is due to the
negative definition of NPOs, as having to respect a non-distribution constraint4

(Hansman, 1987), implying that there might be no common objectives for all
NPOs, and that NPOs might even have conflicting objectives. As far as eco-
nomic analysis is concerned, this is no real problem, as long as we can assume
there are organisational objectives. In the analytical literature, frequently used
objectives are, for example, quality and/or quantity of output (Newhouse (1970)
is seminal here), recovering costs, cash flow maximisation (Davis, 1972),
members’ welfare (Canning et al., 2003), “the same goals as the typical client”
(Handy and Webb, 2003: 266). Gassler (1997) proposes an overall set of object-
ives (utility function) for NPOs in which the manager is also the founder: own
consumption, non-monetary rewards, effort, and output. Furthermore, NPO
objectives do not need to be stable, as already pointed out by DiMaggio (1987).
They also can be affected by contingencies such as dimension, competition
(Brickley and Van Horn, 2002), or type of donors. Somewhat disturbing when
considering the board as the guard of the organisation’s objectives5 is the obser-
vation that the composition of the board itself, in terms of characteristics such as
sex, level of education and professional backgrounds, can affect the revealed
objectives of the organisation (Du Bois et al., 2005).6 This suggests an addi-
tional (multiple) principal(s)-agent relation can be analysed for NPOs, with the
founders and/or members as principals, and the board members as agents.

Although “the people attracted to managerial positions in the nonprofit sector
are those who care relatively little about financial gain and relatively highly
about putting their own ideals into practice” (Rose-Ackerman, 1987: 812), we
cannot assume they pursue exactly the same objectives as their organisations
would like.7 Therefore, “nonprofit organisations have governance problems that
resemble the problems in for-profit firms, but are often far more extreme”
(Glaeser, 2003: 39). Unfortunately, this fact did not engender a vast body of
empirical work on governance in NPOs (Dyl et al., 1996; Eldenburg et al.,
2004), the book edited by Glaeser in 2003 being a rare exception. The papers by
Callen et al. (2003) and Saidel (1998) deal with important governance related
topics (the configuration of the board, advisory commissions and staff), but
without looking at overall governance. Therefore, the fundamental insight by
Fama and Jensen (1983) still prevails: initiative and implementation should be
structurally separated from fiat and control.

Strategic management

As the process of strategic planning in NPOs, as a technique to achieve a set of
objectives taking into consideration external and internal factors, does not con-
ceptually differ from strategic planning in POs, one cannot expect to have an
NPO-dedicated theory on NPO strategy.8 There are, of course, numerous
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guideline-type works on NPO strategic management (Bryson (1991)) is an
example), but at the conceptual level they do not really differ from the even
more numerous PO strategic management textbooks. Even if we would reduce
the idea of strategic management to organisational behaviour, clearly “there is
no accepted theory of [NPO] behavior, and little of the empirical work is con-
nected to . . . existing theories” (Malani et al., 2003: 181–182).

A few papers explicitly consider strategic differences between POs and
NPOs. Examples are Banks et al. (1997), who analyse the reactions of profit
hospitals and non-profit hospitals to a demand shift in terms of uncompensated
care,9 and Lynk (1995), who studies the adaptation of pricing differences
between POs and NPOs with changing market power. As far as differences
between governmental bodies and NPOs are concerned, there are even less
research insights available, because “theory . . . is not strong enough to specify a
confident prediction of whether governmental and nonprofit providers will or
will not behave differently under each of a variety of conditions” (Kapur and
Weisbrod, 2000: 278).

All this does not imply that fruitful cooperation between NPOs, POs and
public bodies cannot be possible or profitable. Numerous examples of the oppos-
ite exist (Austin, 2000; O’Regan and Oster, 2000).

Marketing

Marketing management

Comparable to the situation of strategic management, the techniques of NPO
marketing are not very different from PO marketing, as their aim is to reconcile
the organisation’s objectives (be it profit or not) with market needs (Shapiro,
1973). Eventual decisions, such as on pricing (Niskanen, 1994) can differ
though, but this is due to the fact that objectives differ.

Nevertheless, there are three specific NPO marketing topics: volunteers, elic-
iting donations/gifts/subsidies, and the interaction between profit activities and
non-profit activities by NPOs. They all have clear agency relation features.

Volunteers

As volunteers perform activities on the organisation’s behalf, they can be con-
sidered agents in a principal-agent terminology. Volunteers are surely not a
homogeneous group (Handy et al., 2000): at least a distinction between board
members and operational volunteers should be made.

Economically speaking, a person enters in a volunteering relation with a NPO
if (monetary and non-monetary) revenues exceed (monetary and non-monetary)
costs,10 or, equivalently, if her utility is expected to increase by being a volun-
teer.11 When trying to attract volunteers, this should be taken into consideration,
as well as the fact that some of the volunteers’ motives to enter the organisation
might detract the organisation from its objectives and even generate conflicts
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within the organisation at large, making a structural and professional manage-
ment of volunteers a necessity, especially in larger organisations.12

When looking at the academic literature on volunteers, it is striking to note
that there is almost no comprehensive analysis of the impact of the presence of
volunteers on organisational governance.

Donations, gifts, subsidies

In this section we concentrate on donations, gifts and subsidies in cash, ignoring
transfers in kind, such as voluntary work for the organisation (Garcia and Mar-
cuello, 2002; Rose-Ackerman, 1996). Donations and gifts are made by indi-
viduals and organisations, subsidies are granted by governmental authorities, at
whatever level. In most countries, gifts and donations are partly financed by the
taxpayer, as they give rise to tax exemptions.13 Also here, clear principal-agent
relations can be observed between the funder-donor (as the principal) and the
organisation.

The paper by Duizendstraal and Nentjes (1994) explicitly models a subsidis-
ing authority trying to design a way of subsidising14 to drive NPO management
into activities the authority would like to be performed. Without using the
wording, they address a typical principal-agent problem.

As far as donations/gifts by individuals are concerned, there is a substantial
literature on donors and their donations,15 as well as on the determination of the
optimal level of funding expenses to reach the highest possible level of service,
budget, or the maximum of some weighted average of both (Steinberg, 1986).
The analysis of agency problems between donors and NPOs is mostly part of the
scarce research on corporate governance in NPOs (see p. 343).

Gifts by firms are seldom studied, and if they are, the point of view is mostly
the firm’s, including agency aspects between the firm’s management and its
shareholders (Aralumparam and Stoneman, 1995; Useem, 1987). Marx (1999)
observes that “companies are increasingly integrating philanthropic management
into the formal strategic planning of the firm” (185), which might indicate that
corporate philanthropy is driven by profit maximisation considerations, espe-
cially when one realises that firms mostly do not assess the effect of their dona-
tions on the NPO’s outcome (Marx, 1999), making the relation between the firm
and the NPO an agency relation without monitoring.

Allying the organisation with a specific firm in the context of the latter’s
Corporate Social Responsibility (CSR) policy might increase the donations by
this firm’s clients, as long as they identify themselves one way or another with
the firm (Lichtenstein et al., 2004). Clearly, indirect effects on other donors and
volunteers should be taken into consideration before deciding to join a CSR
scheme.

Finally, it should be borne in the minds of NPO marketing managers that
gifts and subsidies are not independent from one another. Internally, obtaining
subsidies might reduce the managerial efforts to obtain gifts, which could run
counter to the optimal effort as perceived by the board (Brooks, 2005), and
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externally, obtaining subsidies might either crowd in donations and/or crowd out
donations (Brooks, 2003). The crowding in and out effects can only claim some
realism if the apparently heroic assumption is made that donors have an idea
about the subsidies the NPO they donate to receives (Horne et al., 2005), unless
we infer these effects are based on (right or wrong) perceptions.

Profit activities by non-profit organisations

The main argument put forward by NPOs to develop profit activities, is that they
generate funds for the pursuit of their non-profit objectives (see Schiff and Weis-
brod, 1991, for a model). All kinds of interesting economic problems can be
analysed on this topic, such as the potential anti-competitive effects on the profit
markets concerned, taxation problems, or the question whether tax exemption of
the NPO’s profit activities is the most efficient way to promote the NPO’s
objectives, especially taking into consideration managerial discretion (Bises,
2000). The last point is in fact an agency problem, especially if one assumes that
NPO managers also enjoy developing profit activities. Some support for this
assumption is found in Du Bois et al. (2004), who conclude, based on a sample
of 2,103 US NPOs, that organisations where serious agency problems can be
expected between board and management initiate more profit activities.

Notwithstanding their direct effect on revenues, indirect effects should also be
considered before deciding to invest in profit activities, apart from the fact that the
profit activities should be profitable. The commercial flavour of profit activities
might negatively affect the commitment of some volunteers (Enjolras, 2002) or
the generosity of some donors (Desmet, 1998; Young and Steinberg, 1995).

Accounting

Financial accounting and auditing

Accounting being the registration and disclosure of (transactions affecting) the
monetary wealth of an organisation,16 there is no reason to make a conceptual
difference between PO-accounting and NPO-accounting (Anthony, 1980), or,
for that matter, between PO-auditing and NPO-auditing. Nevertheless, the roles
of accounting and auditing in NPOs can be understood to be different from their
roles in POs. Jegers (2002) analyses this in an explicit principal-agent frame-
work, the board being the principal, and management the agent. Apart from their
use as a managerial tool, accounting and auditing can be understood as instru-
ments required by an effective board to mitigate agency costs, even in a situation
without specific NPO accounting regulations:17 by having to issue audited state-
ments, they will contain their discretionary behaviour for the benefit of the
attainment of the organisational goals, though monitoring by financial state-
ments, even audited, can never be perfect. From the point of view of the board,
the cost of accounting18 and auditing19 has to be weighed against a possible
increase of the organisation’s performance.
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A typical situation in NPOs, as compared to POs, is, on average, a lower
level of expertise in accounting both at the side of board members and the side
of staff, especially in smaller organisations (Christensen and Mohr, 1995;
Froelich et al., 2000; Miller-Millesen, 2003). This affects the cost of introducing
(more sophisticated) accounting systems, and their effect on monitoring quality,
and therefore the “best” choices in the fields of accounting and auditing.

A popular theme in accounting theory is the understanding of accounting
choices (e.g. between LIFO and FIFO). Most of this research is linked to the
presence of performance based remuneration schemes for managers, a typical
agency subject, a link less relevant for NPOs. Nevertheless, other arguments
have been put forward to understand NPO accounting choices: political cost
arguments, based on the idea that high profile NPOs will not be tempted to show
profits that are too high (Christensen and Moher, 1995; Robbins et al., 1993),
also because this might negatively affect subsidies and donations, and reputation
arguments (Leone and Van Horn, 1999), by which managers are assumed to try
their utmost to avoid having to disclose losses.

Cost accounting

Cost accounting techniques in NPOs do not need to be different from cost
accounting techniques in POs, but here there are specific incentives for rational
accounting choices or manipulations. At least two reasons can be distinguished,
both of them having a direct agency interpretation. To understand them, we
assume three cost categories are established in the organisation’s cost account-
ing system: programme costs (costs of activities, both non-profit and profit),
fundraising costs, and other indirect costs.

First, as in most countries profit activities will be taxed, there is an incentive
to allocate indirect costs as much as possible to profit programme activities
(Weisbrod, 1998; Yetman, 2001).

Second, the general public (containing potential donors) and the authorities
(granting subsidies) should be convinced the organisation is an effective one. A
way to convey this message is to have programme costs as high as possible
(showing high activity levels), and general costs as low as possible (administra-
tive costs as well as fundraising costs). That this mechanism is at work is illus-
trated by Krishnan et al. (2004, 2006).

Finance

Sources of funds

Though the global categories of funds are the same for POs and NPOs (equity or
net assets, and debt or liabilities), and the technicalities of managing them are
alike, there are also important differences once the further subdivision of equity
and debt is considered.

Equity of NPOs can be far more diversified than equity of POs, as different
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sources can be tapped. Tuckman (1993) distinguishes two categories: internal
sources and external sources. The former contain contributions when founding
the organisation (in cash or in kind), and profits/losses which have to be
retained20 due to the non-distribution constraint, the latter all kinds of donations,
gifts and subsidies. Although all sources are not easily accessible for all sorts of
NPOs, too much reliance on one might make the organisation vulnerable
(Froelich, 1999).21 Too much diversification, on the other hand, possibly inflicts
mutually exclusive obligations to the organisation. Chang and Tuckman (1994)
empirically try to understand equity diversification22 and find that the non-profit
industry which the organisation belongs to affects the organisation’s equity
diversity, that donative NPOs are more diversified than commercial NPOs, and
that NPOs reporting high fundraising costs also have more diversified equity.

Debt of NPOs is more comparable to POs’ debt. Apart from the spontaneous
forms (such as trade credit or tax accruals), all kinds of financial debts, including
bonds, can be observed. A case specific to NPOs is a loan for which the cost is
lower than the market cost for a comparable loan (Jegers, 1997).

Cost of capital and capital structure

No doubt equity providers and non-market debt providers do not primarily
require the organisation to generate financial surpluses, but expect the organisa-
tion’s objectives to be aimed at (Ligon, 1997; Wedig, 1994), although they can
also hope for a prudent and rational financial management of the organisation’s
operations. This puts some financial constraints on the organisation’s activities,
which can be translated by saying the expected (financial) cost of NPO equity is
surely lower than the expected cost of non-market debt,23 and that (by definition)
the expected cost of non-market debt is lower than the cost of market debt. This
implies that the most efficient capital structure of a NPO would consist only of
equity, if potential agency conflicts between donors/subsidisers and management
are ignored. One could argue that the ensuing agency costs can be mitigated by
having a given amount of debt and debt holders monitoring the organisation’s
behaviour. Jegers and Verschueren (2006) and Verschueren and Jegers (2004)
find empirical support24 for this argument.

Human resources

Differences between utility functions of principals and agents being central in
agency theory, one could expect selection and recruitment to be extensively
analysed in profit and non-profit contexts. Nothing is further from the truth.
Research on POs mainly concentrated on remuneration schemes, whereas, as
already mentioned in the introductory section, agency theory based research on
NPOs is scarce.

The idea that selection and recruitment are useful instruments to mitigate
agency problems between board and management, and in a board-management-
staff chain, is explored in Caers et al. (2005a, 2005b, 2006b). In Caers et al.
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(2005a) an analytical agency model is developed in which a board selects one
employee from a pool of applicants with different attitudes towards the organi-
sation’s objectives, and with one potential client, who can have different
characteristics as to his case (e.g. difficulty level of treatment in a hospital
setting). Under some not unrealistic circumstances even employees charac-
terised as being selfish (with respect to their reputation and effort)25 can be
employed. Introducing a manager, more employees and more clients in the
model makes the model analytically intractable. Simulations on the combined
choice of manager (by the board) and employees (by the manager) results in
indications on which kind of manager to select in order to reduce utility loss by
the board as much as possible (Caers et al., 2005b, 2006b).

Conclusion

The aim of this chapter was to provide a conceptual and intuitive overview of the
main insights stemming from a microeconomic, theory of the firm like, analysis of
NPO management. In this author’s view, it is fair to say that it shows that this kind
of analysis can contribute in different ways to our understanding of the functioning
of NPOs, even though it is clear that for all NPO-relevant managerial domains
there is a wide scope for further research. Given the importance of the third sector
in most societies, such an endeavour seems more than warranted.

Seen from a European perspective, one can say that most of the empirical
research (even by European researchers) has been conducted with US data,
though contextual differences might suggest that when the same theoretical
framework would applied to European organisations, the empirical evidence
cannot be expected to be automatically comparable to the US evidence. Further-
more, European researchers are disadvantaged when trying to analyse these
topics, due to the lack of standardised data in inputs and outputs of non-profit
organisations.
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Notes

1 Microeconomics can be defined as the economic analysis of the behaviour of eco-
nomic agents such as consumers, employees, employers, organisations, and authori-
ties. Theory of the firm is the widely accepted term to describe the microeconomics of
the PO.

2 On motives (i.e. the arguments in their utility functions) of NPO staff in schools and
hospitals, see Schepers et al. (2005).

3 On measuring satisfaction with the pay obtained in POs and NPOs, see De Gieter et
al. (2006).
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4 The non-distribution constraint stipulates that NPOs cannot distribute their profits to
whatever beneficiaries, such as owners or managers.

5 For an overview of the empirical literature on NPO boards, see Du Bois et al. (2007).
6 The results of O’Regan and Oster (2005), though indirect, are compatible with this

observation.
7 For an empirical assessment of such differences using discrete choice techniques, see

Du Bois et al. (2006). These differences are not necessarily an indication of oppor-
tunistic behaviour by managers. They can also be the consequence of differences in
opinions on objectives or strategies. Miller (2002: 437), after having analysed a rather
small sample of 12 US NPOs, suggests that “board members generally do not believe
that their chief executives will behave opportunistically”.

8 The idea that activity growth as an NPO strategy is constrained by its capital struc-
ture, profit and efficiency changes is developed in Jegers (2003).

9 Frank and Salkever (1991) consider the same question, applied to two types of NPOs.
10 Chinman and Wandersman (1999) elaborate on these.
11 For a model of board member volunteers, taking reputational effects into account, see

Handy (1995).
12 For an illustration, see Handy and Srinivasan (2004).
13 A welfare analysis of tax exemption rates is provided by Kaplow (1995).
14 They analyse lump sum subsidies, and subsidies based on respectively input, output,

and revenues.
15 An overview of the literature up to 1996 is provided by Hewitt and Brown (2000).
16 Some authors such as Trigg and Nabangi (1995) require annual accounts to contain

more than financial information, as the NPO’s objectives are non-financial. In my
view, other ways of reporting are more appropriate to collect and disseminate non-
monetary information (Hyndman, 1990; Parsons, 2003), implying that the financial
statement is just not the most important document to assess an organisation’s
performance.

17 Accounting regulations can also be seen as a monitoring instrument between the
government, acting as a principal, and the organisation as a whole. The question
whether to comply is an economic one: expected advantages and disadvantages have
to be compared. For some empirical work on compliance, see Jegers and Houtman
(1993) and Krishnan and Schauer (2000). Yetman and Yetman (2004) relate financial
statement quality to the presence of debtors or donors, in what we can call an agency
relation with the organisation.

18 The cost of introducing accrual accounting (versus cash accounting) and the cost of
disclosure can be considered separately (Jegers, 2002).

19 See Beattie et al. (2001) for an empirical study on audit fees in the voluntary sector.
20 Chang and Tuckman (1990) discuss some justifications for NPOs to generate sur-

pluses. See also Fisman and Hubbard (2003). Handy and Webb (2003) analyse
theoretically possible negative effects on subsidies.

21 Financial vulnerability of NPOs is the topic of Chang and Tuckman (1991), which
gave rise to a number of empirical studies on US NPOs (Hager, 2001; Keating et al.,
2005; Trussel, 2002).

22 On a US sample of 113,525 NPOs, data for 1986.
23 Or even zero (Sloan et al., 1988). Up to now, no generally accepted theory has been

developed to determine the NPO’s cost of equity, contrary to the situation for the
PO’s cost of equity. Notice that for POs, the cost of equity is higher than the cost of
debt.

24 Data for 1999 on 22,766 Californian NPOs and 7,295 US cultural organisations
respectively.

25 Income is modelled to be fixed.
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20 Conclusions
The state of our knowledge and future
challenges

Markku Kiviniemi

From the 1990s the research interests and efforts to study the third sector have
increased rapidly. The research has proceeded by approaching the third sector
from different perspectives and frameworks related to several scientific disci-
plines and policy areas. While the societal importance and visibility of third
sector organizations has grown quickly, the third sector has become a quite
diverse and diffuse field of studies (Anheier et al. 2002). The variety of perspec-
tives and themes is well visible also in the contents of this book. This chapter
looks at the contents as a whole with a general glance.

First, a general framework is elaborated and represented with the purpose of
connecting together different sub-themes of the book. The general framework
takes a contextual approach to the third sector by regarding the position of the
third sector within society and pointing to types of its relationships to different
societal elements: the public sector, the market sector and the civil society. Dif-
ferent sub-themes of the book are then broadly located in this framework. By
applying the created contextual perspective, some important views and results of
the preceding chapters are raised at the front of conclusions and discussed with
the purpose of identifying future challenges for research work particularly in the
context of European countries.

A contextual framework for the research of the third sector

Anheier et al. (2002) have considered the third sector to be developing at the
crossroads of different societal sectors and institutions. Thus, it is reasonable to
figure out a broad framework presenting the position of the third sector at these
crossroads. Figure 20.1 sketches the main elements of societal relations and sug-
gests that it is fruitful to analyse the third sector in relation to the state, to
markets and to the civil society. A general question at the basis of this figure is:
what kind of balance is there among the different main elements and how has
this balance been changing? This implies a contextual approach to the study of
the third sector. In general this approach is close to neo-institutional analyses
which emphasize the importance of institutional environments in the develop-
ment of organizations.

Figure 20.1 can be a starting point to search empirically for different societal



profiles of the third sector organizations (Kiviniemi 2006). What are the ‘third
sector organizations’? A general conclusion of several studies has evidently
been that the formal voluntary associations are the core of the third sector
(Salamon and Anheier 1992; Vakil 1997; Lewis 2001).

The voluntary association can be taken as an ideal or pure type in a similar
way as there have been ideal types of public agency within the regime of the
state and of business firm in the realm of markets. Also other kinds of ideal
types can be distinguished as forms of human organizing; there is the clan type
and different forms of social networks. However, the public agency, the business
firm and the voluntary association seem to be basic types of formal organi-
zations (see Sjöstrand 1997). Five distinctive attributes have been presented as
giving a basic description of the third sector organization as association: it is
voluntary, self-governing, private, not-for-profit and formally organized
(Salamon and Anheier 1992; Vakil 1997; Lewis 2001). Voluntary organizations
can create public spaces for civic interaction within civil societies (Kramer
2004: 229; Evers and Laville 2004: 240).

Public agencies do not use voluntary workers and their ‘public space’ is quite
regulated, neither they are self-governing nor private. Business firms are self-
governing but they do not have voluntary workers and they act for getting
profits. The three pure types of organization – voluntary association, public
agency and firm – can however mix with each other so that different kinds of
‘hybrid’ organizational forms are created. This ‘hybridization’ can be under-
stood as a sign of particular relationships between different societal elements.

It is important to clarify the nature of the terms in the figure. The state,
markets, the third sector and the civil society are conceptual categories which
refer to an institutional field including several actors. Thus, they are classifying
concepts. Public agencies, business firms and voluntary associations are actors
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within these institutional fields. In addition, there are many ‘hybrid actors’
between the institutional fields.

Thus, the societal relations in empirical terms are primarily between the
actors, not between the conceptual categories. Actors can break and blur sectoral
boundaries and stereotypes (Kramer 2004). The societal relations as concrete
phenomena may be regarded as structural (e.g. hierarchies, lateral alliances),
functional (e.g. financial and operational cooperation, supply contracts) or socio-
cultural (e.g. interactive communication networks). Relations are formed by
social exchange, interaction and communication (Knoke 1999). They are also
changing, and new forms of relationships and hybrid types are developing for
instance because of increasing interdependencies among the main societal ele-
ments. There are simultaneously traditional and new emerging profiles of soci-
etal relations. It is important to study ‘hybridization’ in different historical
contexts (see Chapter 15). The perspectives of change, tradition and their inter-
play hold for all groups of actors (Ruostetsaari 2003: 25), and they can be used
to analyse the dynamics in the development of societal profiles. Chapter 7 makes
a useful start for analysing different theoretical approaches in the studies of the
third sector and underlining the promises of transactional and interactive rela-
tions between actors.

Relations between the third sector and civil society

The third sector and its voluntary organizations are most often seen as a part of
civil society as it is referred in Chapter 2 (also Lewis 2001). Voluntary organi-
zations are thought to be born within the civil society by decisions of its
members, citizens. This implies that voluntary organizations have closer rela-
tions to the civil society than to the state and markets. However, the position and
relations of voluntary organizations to the whole of the civil society may vary.
Even if the majority of them have their origins within the civil society, their
births may have different backgrounds. Some voluntary associations have a
clearly internal background within a given society while some others may be
imported or stimulated by external actors. A typical case might be the diffusion
of a social movement among different local communities. Also public officials
may stimulate the establishment of voluntary associations as a precondition to
get some public funding. Even business organizations may establish different
associations or clubs for creating stable client circles or a chain of supporting
partners. This variety of backgrounds may also imply differences in the relations
of associations to the state, markets and civil society.

The density of voluntary associations is often regarded as a sign of the activ-
ity level within the civil society. The dimension of density includes two sub-
dimensions: the activity in terms of memberships and the activity in terms of
participation. Those civil societies which have high level of membership and
active participation can be called active civil societies (de Hart and Dekker
1999). Particularly communitarian approaches have seen voluntary associations
as an integrating power in local communities. Active local civil society and its
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empowerment by civic engagement and citizens’ associations are seen as the
solution when single individuals, states and markets are insufficient for the well-
functioning of the society. This integrative approach to voluntary associations
has been criticized by arguments that voluntary associations are not representat-
ive of the whole civil society. Then, the requirement of equality is not fulfilled in
relation to the civil society. Another point of critique is that not all voluntary
associations are cooperative in character. The tensions within civil society are
reflected into the world of associations.

In terms of democracy, there are at least two different issues concerning the
relations between voluntary organizations and civil society. First, the internal
democracy of associations may vary in terms of equality of members and open-
ness of decision-making. Second, the external relations of associations to the civil
society may vary from ‘majority organizations’ to ‘minority organizations’ (Smith
and Freeman 1972: 3). The former group includes broad, open, popular and well-
known ‘flagship organizations’, while the latter refers to isolating, closed and pos-
sibly oppositional ‘islet organizations’. While there are many associations within
the civil society, their mutual relations include a variety of social connections. The
assessment of the contributions of associations to the civil society should recog-
nize this variety for achieving a reliable score. The degree of inclusiveness can be
taken as a general dimension of relations between voluntary associations and the
civil society. The degree of social inclusion often has its background in the histor-
ical context of societies (see Chapter 2). For instance, the political ideologies and
the attitudes of political parties in power may impact strongly on the status and the
degrees of freedom in the civil society as seen in Chapters 4, 8, 12 and 14 concern-
ing Romania, Slovakia, Turkey and Estonia, respectively. The strengths and weak-
nesses within civil society are often resulting from a longer history and
development of the political regime and culture.

In addition to the inclusiveness and its historical context, there are other
factors causing differences in the relations. There are different types of volun-
tary associations according to their main mission and primary functions. One of
the most evident differences is the division between ‘advocacy associations’ and
‘service associations’. The advocacy associations represent the voice of the civil
society towards the decision-making bodies while service associations offer dif-
ferent services either to all citizens or to their own members. Advocacy associ-
ations offer public space for voluntary action, while service associations offer
space for voluntary work as stated in Chapter 13.

The degree of support from the civil society manifests the inclusiveness of
relations between associations and civil society in cases of both advocacy and
service. When an advocacy association gives a voice to a group of citizens it is
also a kind of service: offering a channel to make influence. When a service
association organizes daily care for children or elderly people it is also promot-
ing something and making influence to something: it is a direct way of influen-
cing the welfare level in a certain civil society. The advocacy operation is an
indirect way to influence more broadly at different societal levels, while the
service operation is a direct way to make influence usually in a specific situation.
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The degree of inclusion is related to the aspect of democracy: the coverage of
associations within the civil society in terms of memberships and participation is
a possible indicator of a ‘democratic culture’. The main type of relations
between voluntary associations and the civil society seems to be operational and
practical cooperation for the benefit of some community – either local and
limited or wide and open. This cooperation may produce social benefits like
social empowerment, trust and interactive capacities as by-products of social
learning. The broader implications and effects on democracy and welfare are not
easy to identify because of their indirect character. The participatory effect is
often limited to specific contexts while the development at macro level comes
into the picture as an external factor. The confrontation between the local and
the global can perhaps be made more tolerable by local activism. Generally the
main part of voluntarism is local and regional in character (Chapter 5).

There are also other kind of third sector organizations than the voluntary
associations. The cooperatives are usually seen a special case of the third sector,
and particularly they have been seen as a European type of third sector organi-
zations (Evers and Laville 2004). Also cooperatives can be divided into different
types, notably a main difference is between producer cooperatives and consumer
cooperatives, even if those two types can also be combined. Cooperatives can
also vary in being more or less market-oriented and having profit-gaining pur-
poses. Thus cooperatives do not always meet the criteria set by the ideal type of
associations. There is still another case of difference within the broad area of the
third sector: private foundations. The world of foundations covers a large
variety. Some foundations, like ‘community foundations’, are often quite close
to the proper third sector, some others being more hybrid forms (Anheier 2006).

Despite several diversities within the voluntary organizations and their rela-
tions, the general trends of recent changes can be broadly identified. The conclu-
sions on that issue by Jenei and Kuti seem to be justified: the growth of the third
sector in recent years has implied an increase in the societal weight of voluntary
associations and other third sector organizations. This means that there are more
channels for citizens to make influence, third sector organizations being of a
complementary character in terms of democracy and service capacity. In some
cases this increased capacity has implied a real empowerment of the civil society
and citizens, while in other cases the change so far has been limited. The general
conclusion is the marche of pluralism within the civil society supported by the
strengthening of organized voluntary activities.

Relations between the third sector and governmental bodies

In the organized societies, the state is the central power-holding institution in the
society. The power of the state has both visible-manifest and hidden-latent
dimensions, formal and informal aspects. Discussions on clientelism and
corporatism have formulated relations between the state and the third sector
from the perspective of power. While voluntary organizations are formally self-
governing and independent, they can ‘voluntarily’ search for close relations to
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the state power. The achieved status of a ‘client of the state’ or even a ‘partner of
the state’ may imply mutually supporting relations in terms of regular inter-
action and negotiations, supported projects and social networking. However, the
stability of these relations as well as the political economy of the associations
may vary as has been the case in Central and Eastern European countries. The
formulation on national ‘third sector policies’ may imply political debates and
opposing conceptions on the relations between the state and voluntary associ-
ations. Chapter 14 exemplifies very well this aspect and is useful also in illus-
trating the importance on sharing knowledge and having possibility to learn
from each other in the process of decision making at the national level.
However, the national third sector policies are not always very consistent as is
exemplified in the case of Czech Republic (Chapter 13). Chapter 8 shows how
significant differences in the development of relations can arise at sub-national
levels among regions and local governments.

More recently the focus of discussions has moved from the issues of clien-
telism and corporatism more on the production processes of the welfare in
terms of public services. The discussion about the ‘welfare mix’ started at the
delineation of the public–private mix concerning mainly the relations between
the state and markets. From the 1990s, the relations between the state and the
third sector have risen at the centre of ‘welfare mix’ discussions. It was
‘(re)discovered’ that voluntary associations have had a significant long-term
role in the production of welfare services for many decades at least in Western
Europe. In the 1990s their potential as an alternative for public services was
recognized and also utilized in an expansive way at different levels of govern-
ment. The strategic importance of voluntary associations for the production of
welfare rose quite rapidly in the context of European welfare state reconstruc-
tions. New forms and cases of interdependence between the state and the third
sector arose. The status of voluntary associations has then tended to change
from a complementary one to a recognized alternative provider of services
(Lewis 2004). This changed status with increased interdependencies and part-
nerships has also blurred the nature of relations between the state and the third
sector. The new catalyzing and enabling role of the state is not very clear in
terms of concrete relationships and interactions. While the discussions concen-
trate on ‘service associations’, the existence and position of ‘advocacy associ-
ations’ tend to be forgotten. The majority of voluntary associations, about
two-thirds, are really ‘service associations’ as the statistics presented by
Anheier (2006: 82–83) show.

‘Welfare mix’ can be found both at national and at local level. Concerning
the support of the public sector to the associations, the distinction between con-
tinuous basic support and temporary project support is evidently important. This
distinction can be associated with the categories ‘strategic partnerships’ and
‘operational partnerships’. The former refers to a stable relation between an
agency and an association implying possibly that this association is regarded to
act for the ‘public interest’ in an established way. This type of relation may
involve corporatist and clientelist tendencies. The latter refers to an agreement
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for a fixed time to complete a task or project and having often a competitive ten-
dering at the background. This latter type of relation may be characterized as
‘programmed cooperation’.

An impact of increased partnerships in service production has been that
‘market orientation’ has been quite strongly introduced from the public sector to
the third sector. This has been leading to more managerial relations between the
state and voluntary organizations. Result management has been applied in vol-
untary organizations on the basis of national public policies. The contracting-out
of public services has increased the number of cases working as co-production
of public services. For instance, a municipality can organize its social and health
services as a combination of public agencies and voluntary organizations. Then,
the cooperating voluntary organizations fulfil their role of ‘service associations’
in terms of co-production. Chapter 10 broadens and deepens the analysis of dif-
ferent levels and forms of cooperative relations between the third sector and the
state by using the concepts of co-production, co-management and co-governance
and representing empirical examples particularly at the local level. While ‘co-
production’ refers to joint ventures in the delivery of services, ‘co-management’
refers to shared roles in the management of services (e.g. representation in the
managerial bodies) and co-governance refers to planning and developing ser-
vices together like partners. These three different forms of cooperation are not
mutually exclusive but it is fruitful to analyse them also separately.

The contextual approach to the development of voluntary associations leads
to regard the relations of associations to governmental bodies, business firms
and civil society groups. These relations are often decisive for the changes in
associational life and activities. The totality of associations and other third sector
organizations can be seen as an intermediary area of societal relations among
different actors. Original and traditional location of voluntary associations has
been for the most part close to the civil society, and more distant from the state
and markets as has been shown in Figure 20.1 above. However, already in this
traditional picture the associations have been regarded as ‘bottom-up channels’
for advocacy or ‘local providers’ of services and welfare.

In recent decades, the rapid growth of the third sector and associations within it
has included also a manifold hybridization of the ‘sector’. This development has
broadened the intermediate area between the three main societal elements to
include more and more different organizational varieties which have brought the
‘third sector area’ more close to the state and markets simultaneously increasing
the heterogeneity within the ‘sector’. This development holds particularly for
‘service associations’ which turn to create new formations: for example founda-
tions which support and back up associations participating in competitive service
markets, new partnerships in implementation projects, new cooperatives for pro-
ducing services and also some associations being reorganized into service enter-
prises or companies. Instead of debating about the ‘basic nature’ of the third
sector, it could be more fruitful to identify changes in associations, cooperatives
and foundations and analyse new forms of organizing citizens’ activities. The
traditional types of relations, like cooperation and confrontation, complementation
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and co-option, have broadened to include co-production, co-management and co-
governance in the area of public services.

Relations between ‘advocacy associations’ and public agencies in general
differ from the relations of ‘service associations’. ‘Advocacy associations’ often
aim for making influence on the public policies. They represent a bottom-up
approach to societal issues, a channel for people as influential citizens. This aim
may lead to situations of co-governance, either in a direct or in an indirect way.
The direct case of co-governance implies a formal position for the voluntary
organization in some decision-making body. The indirect way of co-governance
refers to external bodies (committees, councils etc.) or procedures (expert roles,
reports, comments etc.) as the place of influence for voluntary associations.

The traditional separation of public and private sectors and powers has been
diminishing quite visibly in the late twentieth century and at the start of the
twenty-first. This development has implied the densification of relations between
voluntary associations and public agencies. The main types of relations have
evidently been financial and operational cooperation and market-like contract-
ing. The trends connected with this change are the emergence of new forms of
co-governance, co-management and co-production and the related rise of new
hybrid forms of organizations. Taken altogether, the relations between the third
sector and governmental bodies include often complementary and cooperative
relations in the area of service associations as well as confrontational and negoti-
ating relations in the area of advocacy associations.

Intermediary organizational forms between sectors

Increasing functional interdependencies between different societal sectors have
been changing their mutual relations in many ways. The rise of a ‘contractual
state’ has given ground for a multiplication of contracting out public services
both to private enterprises and to voluntary associations. Networks of coopera-
tion and negotiation have also multiplied both at national and local level. Other
consequences of increasing interdependencies are new organizational forms
which may include characteristics of different ideal types (public agency, busi-
ness enterprise and voluntary association).

There are also traditional examples of organizational forms which evidently
belong to the intermediary areas between societal sectors. Cooperatives are an
old European example of mixing enterprise and association (Evers and Laville
2004: 25). Of course there are different kinds of cooperatives, some of them are
more like business enterprises by making profits, some are more like associ-
ations by producing services to their members without making profit.

The reforms of the welfare functions of the state during the last decades have
produced new governmental policies towards the third sector and voluntary
associations. There has been a keen tendency to find out new ways in the pro-
duction of public services. The result has been a multidimensional mix of public,
market and third sector producers of services. The strong rise of public–private
partnerships concerned both enterprises and associations. The increase of part-
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nerships led soon to organizational innovations some of which were new busi-
nesses in the area of services and some others were newly oriented associations
or cooperatives working as service providers (Taylor 2004: 138). On the other
hand, many traditional associations turned also to be more controlled by public
agencies than before when they took responsibilities for public services. These
developments generally implied that a part of associations was losing its original
closeness to the civil society while approaching to either markets or governmen-
tal bodies or both of them. This development has touched particularly the
service associations while the advocacy associations may be more immune to
these changes.

The concept of ‘social enterprise’ has risen to the frontline of discussions
trying to interpret the hybridizations among different societal elements. The
concept is not very clear since it has different connotations in different coun-
tries. The concept can also be overlapping with more traditional social coopera-
tives. Generally it could be used to refer to established non-profit service
providers (Dekker 2004: 159). Then this ‘hybrid’ is an enterprise but it does not
distribute profits as enterprises usually aim to do. Social enterprises may have
tax benefits and subsidies – as well as also enterprises quite generally may have.
The general trend has been a gradual increase in the area of social enterprises
fulfilling functions of some public services. The change may be different in dif-
ferent functional branches and countries. Anyway, it is a primary interest area
for research searching for fruitful themes in the study of third sector develop-
ment. Chapter 6 illustrates this development in the area of labour policy in an
interesting and comparative way and also recognizing the contextual national
effects in the formation of social enterprises.

When a part of voluntary associations lives through a mutation into a ‘social
enterprise’ or into a ‘market-type association’ they often lose some of their ori-
ginal features as associations. The share of voluntary work is probably decreas-
ing and the degree of self-governance is reduced. This may imply distancing
from the civil society in communication and contacting. Instead, marketing
within the service markets and profile-making in relation to public policies take
more attention. The hybridization also implies steps towards a more formal pro-
fessionalism in the area of service production. The impacts of professions are
exemplified in Chapters 13 and 16. Chapter 15 suggests a more analytical
approach in the study of hybridization. The suggested approach tries to find out
the important dimensions of hybridization in terms of resources, goals, ways of
governance and corporate identities. The analysis would then focus on changes
in these dimensions and taking into consideration also the contextual factors
which influence these changes.

The development of the third sector cannot, however, be signed as being one
of marketization and contractualization. This trend holds mainly for service
associations. The advocacy associations may well remain more close to the ori-
ginal idea of voluntary associations. While advocacy is mainly directed towards
public policies, it can make some effects indirectly on the development of public
services. ‘Advocacy associations’ have been regarded to function in a bridging
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and gap-filling role between civil society and the governmental bodies (Lewis
2001). Thus they create and offer intermediate spaces. Both formal and informal
social relations may develop within and through these spaces. Somehow this
networking capacity of associations is compensating for the usual closure of
public agencies and business firms as formal organizations at least it may lower
the thresholds for social interaction. In positive cases, this potential may lead to
new multilevel cooperation and alliances as well as to increased synergy and
empowerment among actors. Associations can be more successful when they are
capable of finding multilevel or cross-sector allies or regular channels of inter-
action. Today these multilevel alliances are also created over borders of coun-
tries and the importance of international advocacy associations has been
remarkable in the last decades. Joint actions of formal institutions and informal
networks have been regarded as an important factor for producing innovations,
flexibilities and interorganizational synergy (John 2001, 62; Sbragia 2000).

The growth of the third sector has also invoked the issue of ‘third sector
policy’ at the front of national-level discussions. A new trend to develop general
frameworks and principles for the collaboration and cooperation among govern-
mental bodies and voluntary associations has been launched in the UK during
the late 1990s and in France in the early 2000s. The compacts in these countries
are evidently aiming to strengthen and consolidate a well-functioning ‘partner-
ship culture’ and simultaneously underlining the trend of ‘new governance’
(Osborne 2006). It is important that the independent position of voluntary
associations is guaranteed in these compacts at least as a principle. The concrete
effects of the compacts are still too early to evaluate (Lewis 2004: 181–182).
The ‘partnership culture’ mostly gets its manifestation at the sector level and in
the policy and decision-making processes within different public agencies and
their partners.

When looking at the whole third sector, it can also be questioned, if the divi-
sion into service associations and advocacy association is sharp enough and suf-
ficient in this discussion. Functions of advocacy and service can also be
combined with each other. There are also other functions for voluntary associ-
ations. In the areas of culture and leisure, natural and constructed environment,
small-scale infrastructure and local development there is still room for voluntary
action. In these different areas the voluntary associations may well serve as ben-
eficiary actors for social solidarity and democratic culture.

As a general conclusion, it is not believable to figure out the development of
the third sector as becoming increasingly and totally a servant of markets and
public policies. Rather, a justified interpretation could be that there are new divi-
sions developing within the third sector. The strengthening relations to markets
and public policies in the area of service industries may create a new group of
social enterprises as a hybrid type. Another part of the third sector may remain
close to the traditional ideal type in the areas of culture, environment and soci-
etal advocacy.
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General trends and challenges

In studying the development of the third sector the importance of societal rela-
tions has been highlighted in brief above and in more plural ways in the chapters
of this book. The relations of the third sector to the state, markets and civil
society can be analysed by means of several dimensions, and the cases of this
book tell about the mosaic-like character of the third sector in different societies
and epochs. Contextual approaches to the third sector can identify several exter-
nal factors in the societal environment of the third sector which are making
impacts to the relations, their quantity and quality. New public policies, struc-
tural and functional changes in the markets and economies as well as cultural
and demographic changes within the civil societies, all these major factors
together are modifying the societal environment of the third sector. The
increased cooperation and partnerships of the third sector organizations with
public agencies and enterprises have gradually led to the trend of convergence
concerning at least some principles, models and operational techniques within
organizations (Lewis 2001: 197). Trends like result-orientation, evaluating
efforts and accountability systems are examples of areas in which degrees of
similarity in different organizational spheres have been growing.

Voluntary associations as actors are confronting the manifold of changes in
different ways. As the field of associations is deeply diversified also the adapta-
tion to changing environments finds many situational forms. Broadly these adap-
tations can be described as different combinations of ‘general organizational
doctrines’ and unique, situational characteristics. These adaptations also produce
innovations which often base on re-evaluations of their opportunities and
threats. In some cases a new kind of organizational form is created, in other
cases strategic partnerships are searched, and in still other cases the activities of
associations are reformed. There are a plenty of scattered observations of these
phenomena present in this book.

After all, still more knowledge about the decision processes and managerial
operations of the third sector organizations are needed. How has the manage-
ment of third sector organizations changed during the last decades? What can
research tell about changing processes within the third sector? When looking
forward the two challenges, the challenge of management and the challenge of
analysis of change processes – which are closely related to each other – can be
taken at the front of important future issues.

The field of management offers a manifold of sub-themes for research. It
seems difficult to accept one definite approach to this area. Both external and
internal aspects of management are important for understanding the whole of
management challenges in the third sector. Lewis (2001: 140–161) has pre-
sented a useful framework for the analysis of managing external relationships of
third sector organizations. His framework makes a differentiation between two
ladders of relationships: those which are outside the influence and those within
the possible influence of third sector organizations. Outside the influence
are several macro-level contextual factors: national political structures, 
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macro-economic system, legal frameworks, ecological and broad socio-
economic factors. Considering this area, the management may primarily take an
adaptive approach. There is also another different group of relationships which
are within possible influence: government agencies, other third sector organi-
zations, donors, private enterprises, media and community groups. These actors
form the elements for active managerial operations in terms of negotiations, bar-
gaining, lobbying, cooperation and perhaps also co-management and co-
governance. Fundraising management is a managerial function which is
distinctive for third sector organizations. The analytical framework gives a start-
ing point and room of analysing both for service associations and advocacy
associations. The former often make use of cooperative strategies while the
latter use typically persuasion and lobbying.

The balance between external relations and internal degrees of freedom in the
management of third sector organizations is decisive for their self-governing
power. This might well be a main strategic management issue for third sector
organizations. The self-governing capacity or autonomy has different aspects,
starting from the independence of values and mission and implying both finan-
cial and operational autonomy. Because of the increased interdependencies
caused by macro-level developments, the managerial processes are often
directed towards finding a tolerable compromise between autonomy and depen-
dence. Anyway, the internal functions of management are increasingly influ-
enced by the nature of compromise-finding. The improved capacities and
empowerment of concerned people are one possible way to defend human auto-
nomy. The battle about compromise concerns both external monitoring and
internal management of budgeting, operative planning and staffing. For the third
sector organizations, the management of volunteering is a distinctive feature in
comparison to other organizations.

The traditional way of management in voluntary associations has been differ-
ent from management approaches in public agencies and business firms. The
typical manner and its problems in voluntary organizations have been analysed
by McGill and Wooton (1975). They identify ‘goal ambiguity’ and ‘conflicting
performance standards’ as general key problems in the management of voluntary
organizations which tend to exercise ‘management by doing’ as an open process
without too much goal-directedness and formal planning. The increased cooper-
ation between the public agencies has implied the import of professional man-
agement approaches into the voluntary sector. The New Public Management
with its applications has, however, inducted tensions with the more spontaneous
and flexible managerial habits of voluntary organizations. After all, the New
Public Management has evolved tensions also in a big number of public agen-
cies. Lewis (2001: 164) states that there has also been many strengths in the
traditional management of voluntary organizations. Flexibility, flat structure,
decentralization and participatory ways of acting can be assessed also as advan-
tages particularly in the search of innovations and creative networking. When
voluntary associations traditionally have been relatively value-driven and setting
values and missions over goals, also many new managerial approaches have
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started to emphasize the importance of values as basic background for manage-
ment and leadership. It can be said that value-driven management is not at all
outdated. The question of the best managerial approach still remains open for
discussion. In real situations, the founding institutions may pose requirements
and pressures to the internal management of voluntary associations. This ques-
tion is doubly so as we move from the era of the New Public Management to
that which has been termed the ‘New Public Governance’ (Osborne 2006).

Anyway, there are certain concrete issues within the management of volun-
tary organizations which require attention. The typical association is formed
around three parts: the managerial body, the paid staff and the volunteers. The
internal relations between these groups have not been much studied. Particularly
the managerial role of the board seems to be often ambiguous. It is often
selected from the motivated volunteers but it should also act as managerial
‘motor’ for the paid staff which more and more often consists of professionals in
the area. Empirical research on the internal relations of voluntary organizations
is needed. The diversity of voluntary associations evidently requires room for
different managerial approaches according to the situational and contextual
factors.

The changing contextual relations create new pressures to find sufficient bal-
ances between autonomy and dependence (see for example Osborne and
McLaughlin 2004 for an example of the impact of these contextual pressures
from a UK perspective). These pressures may give birth to innovative solutions,
new kind of combinations among organizational forms. Innovations within the
third sector are an interesting theme for research. Innovations and the innovative
capacity of voluntary organizations (Osborne et al. 2008) can be analysed from
the managerial viewpoint but also more broadly as change processes driven by
several actors from different societal domains. It may be that networks of man-
agers are coming to be the more important focus for studies than the studies of
managing single organizations. Networks of managers imply the contextual rela-
tions between different societal zones. Often processes of change are only par-
tially managed and simultaneously capable of producing unanticipated and
creative solutions by combining several managerial perspectives.

The research, particularly of the last ten years, has greatly added to the know-
ledge about the third sector but simultaneously this achieved knowledge has
revealed a lot of new challenges for the forthcoming research work.
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