    The Organization of Non-Profit

Activities

Sven-Erik Sjöstrand

1

            SSE/ EFI Working Paper Series in Business Administration

No. 1999:7

September 1999

            1 © S-E Sjöstrand, Stockholm School of Economics, Box 6501, SE-113 83

Stockholm, Sweden, Internet: ases@hhs.se ¯Telefax + 46 8 310157 ¯Tele-

phone + 46 8 736 90 00.

Abstract

 This paper is concerned with the different forms of organizations

 which emerge in a capitalist market society. A theory is presented

 which primarily aims to describe and explain the repertoire  of

 organizational forms which occur in such economies. In this paper,

 there is an emphasis on the theore tical forms which are parti cularly

 important for the analysis and understanding of the ideell  sector, a

 Swedish term roughly corre sponding to the non-profit sector´ (the

 preferred terminology in the United States), and as the `voluntary´

 sector (a preferred name in United Kingdom).

                        This analysis is addressed to scholars who are interested in the

 theoretical aspects of organizing, and consequently have certain

 insights into institutional economics, socio-economics, and organi za-

 tion theory. Particularly, it is aimed at actors engaged in exploring the

 ideell sector.

                        There is very little information about how these ideell  (non-profit ;

 voluntary) organiza tions ^work~, that is to say how they are managed,

 organized and how they reproduce themselves. This article represents

 an attempt to correct this deficiency to some extent, in the form of a

 theoretical framework developed in this area by the author over the

 past decade ( Sjöstrand, e.g. 1985, 1992, 1993c, and 1997). This theory

 primarily aims to describe and explain the reper toire  of organiza tions,

 which emerge in a society and it permits comparative analyses of the

 cha rac teristics of these various organizational forms. At the same time,

 this theory is intended to provide a basis for describing the action

 rationalities of different organizations.

 Keywords : non-profit sector, organization, organizational form, multi-

 rationality ,  interaction rationale

JEL - classification : P 10

The ideell  sector

What is referred to here as the ideell  sector has been the object of

growing atten tion in recent years. There are  several reasons for this.

One of them is basically economic (cf. the crises for the Western

European welfare states), and another reason is the growing interest

within the social sciences for institutional theory, and in comparative

studies of various economic sys tems. The surprisingly weak fund of

knowledge about the capitalist market-economy system, which was

revealed when the Soviet Union was dissolved and Eastern Europe

abandoned the planned economy format, may be a third explanation of

the broader interest in institutional factors (see also Sjö strand , 1993a,

Ch. 20).

                       It is not easy to define the (organized) ideell  sector ˙ and it is even

more difficult to do so in an international perspective (cf. Salamon,

1996, and Salamon and Anheier, 1996). At the global level, there are

cultural and histo rical differences between countries to be taken into

account, and this has an impact both on defining the sector and on the

terms employed. This is witnessed by the lack of theoretical stringency

and precision in current terminology.

                       But this definitional problem has been dealt with in an ongoing and

exceptionally comprehensive international study, in which the aim has

been to establish comparable descriptions of the ideell  sectors in some

dozen coun tries. In this study ˙ initiated by the John Hopkins

University in the United States ˙ this sector, has been consistently

defined, after exhaus tive spadework
,

 covering organizations which in

some sense are (a) forma lised , (b) private, (c) ideell  (not designed to

produce pro fits for their prin cipal), (d) autonomous and which (e)

involve indivi dual ideal based contri butions (work or gifts).  Obviously,
there are borderline cases in every direction ˙ vis-a-vis the state,

business, the family etc. But basically, there seems to be a reasonable

inter national consensus as regards these five criteria.

Organizational Forms ˙ Empirical, Theoretical and Legal Per spec-

tives

The analysis in this section follows three related but primarily distinct

paths. Firstly, organizations are treated as empirical phenomena (cf.

Volvo,  the AIK  sports club, the Red Cross , etc.). In this context, the

organization concept is employed in a rela tively general (=non-theore-

tical) sense, referring to organized inter actions irrespective of t heir

legal format or type of control exerted by their principals.

                       Secondly, a number of theoretical constructions concerning forms of

organization are presented ˙ that is to say a coherent theory, in which

the aim is to make it possible to effectively describe and analyse

similarities and differences between empirical organizations. Here, the

theoretical frame work is presented in the form of a number of

interrelated ideal types  in order to make the description as succinct as

possible.

                       Third, and lastly, there is discussion of a number of legal definitions

con cerning the terms on which people in a society are recommended or

per mitted to form associations. Thus, one focus is on the legal order,

since it has a special status in comparison with all the other regulatory

mechanisms and norms found in a society. The unique feature is that

the legal order is based on the state and, hence, ultimately depends on

access to compulsion as a sanction (cf. the state monopoly to apply

force to maintain compliance with its rules). The three perspectives on

organization presented are interrelated ( see Figure 1, below).

empirical

organisations
theoretical

constructions

legislation

                                        Figure 1: Three related phenomena ˙ empirical organizations,

                                                                                                                     theoretical forms of organization, and legislative provisions

                                                                                                                     regarding the rights of asso cia tion.

Thus, empirical organizations, theories about organizational forms and

legislation concerning organization exert a mutual in fluence on each

other. This influence is primarily expressed as:

                   ¯ Experience of practical organization influences the constructions

                   developed by both legislators and theorists.

                   ¯ Organization theories developed by researchers permeate existing

                   mana gement and organization training programmes. They are also

                   reflected in the perceptions of day-to-day business operations

                   conveyed by practitioners. Directly or indirectly, they also influence

                   action taken by legislators.

                   ¯ Legislators intervene in and try to steer the practical aspects of

                   organizing to some extent. In addition, legislative texts often provide

                   a basis for the work of organization theorists.

These three perspectives become confused in many contexts, i.e., no

clear distinction is made between the empirical organization (e.g. the Red

Cross), the legal form  concerned (e.g. the ideell  association) and the

theory  which is supposed to reflect the unit in question (e.g. the [ideal
type] association), although it is analytically useful to distinguish

between them.

The Origins of Organizing

Organized human interaction occurs because people perceive signifi-

cant diffe rences between individuals. The differences experienced are

one of the two prerequisites for the occurrence of interactions and

exchanges between individuals. They involve human resources in a

broad sense ˙ everything from gender, physique and personality to

values, experience, competence and skills. Specifically, different per-

ceptions of these distinctions are impor tant, since they are the basis for

actual interactions and exchan ges.

                       The other prerequisite for the emergence of exchanges and

organizing is a matter of people´s belief that human values or utilities

can only be achieved through collective action. Ideas that individuals

can see the possibilities and make use of economies of scale and

comprehend the existence of various kinds of indivisibles are impor tant

in this context. The concept of scale economies involves both the

advantages of a division of labour/ speciali sation  (cf. learning effects)

and the advantages of high volumes (cf. tech no logical opportunities).

The concept of indivisibility involves the realisation that certain tasks

cannot be performed by unrelated individuals.

                       Achieving something which is possible collectively, but not indi-

vidually, calls for some form of co-operation or exchanges between the

participants. This process involves the organizing  of activities which, in

practice, can bridge the distances or ^gaps~ of various kinds which

exist between human beings. These gaps repre sent uncertainty, as far

as indivi duals are concerned. They can be described in sever al different
ways. On the whole, they represent human  (differences in ideals,

experience, education, resources, etc.), spatial  (geographical distances

between people) and tem poral  (expec tations or promises of future

achievements) gaps. Such distan ces mu st be bridged if the advantages

of exchanges and co-operation are to be won. As stated above, the

motive behind efforts to close these gaps is the prospect of producing

outcomes which greatly exceed what single indivi duals can achieve on

their own.

                       This argument may be supplemented by the idea of the individual

as a social being. Interactions and exchanges (in a broad sense) bet-

ween people may then be seen as values or utilities in themselves. The

individual or, more precisely, individuality, ^is created~ (is for med) in

an interaction with others. Thus, paradoxically, individuality is funda-

mentally a collective pheno menon.

Something About Different Theories Concerning Human

Organizing

The theory developed in this section (see also Sjöstrand , 1985, 1992,

1993b, 1993c and 1995) is based, on the one hand, on an individual

(micro) explana tion (individuals are differently equipped and they

must surmount different mutual distances in order to cope with un-

certainties) and, on the other hand, on a collective (macro) expla nation

(individuals see opportunities to reap advantages of scale, or to handle

indivisibilities  by means of co-operation ˙ i.e., by orga nizing and

exchanges in various forms).

                       Other researchers have of course already pondered theoretical

expla nations for the existence of various organizational forms in
societies. One common route, as far as orthodox economists are con-

cerned, is to refer in the first instance to ^market failure~  and secondary

to ^government failure~. Another ´failure driven´ approach is Salamon´s

^voluntary failure~ perspective ( Salamon, 1987). In principle, the

former approach at best is explicitly based on the idea that ^in the

beginning there was markets~ (or that markets represent the pri mary,

fundamental, ^natural~ form for human interaction), and that such

markets are populated by homo oeconomici , or rational, calculative

^economic men~ ( Sjöstrand, 1993, 1995). This is ob viously an arbitrary

assumption. It is probably just as reasonable (or unreasonable) to take

the family, the clan or the tribe as a starting point, and then refer to the

failure of the family  when other forms of human organizing have to be

explained.

                       Moreover if we want to find an explanation for the existence of ideell

(non-profit ; voluntary) organi zations , it would be reasonable to

abandon the homo oeco nomicus  assumption, and instead base our

explanation on the advan tages which are rooted in the empirically

demonstrated multi rationality  of individuals. The possibility of different

rationalites is explored in the next section. We note for now, however,

that the claim that people form ideell  organizations because of a distaste

for calcu lative /rational (capital logical) forces is a central example of

this approach.

                       Relatedly, these types of argument tend to regard ideell  organiza-

tions (in particular) as ^counterweights~ to other organizational forms.

According to this approach, ideell  organizations are developed to coun-

teract (a) the domi nance of the state (over the individual), (b) structural

asymmetries in the market (e.g. very strong, almost monopolistic orga-

ni zations) or (c) the hegemony of the family/dynasty (at the expense of

the individual).

                        These theoretical arguments are all basically functionalistic  ˙ they

 intro duce the ideell  organization phenomenon to rectify certain defi-

 ciencies in the functioning of other organizational forms. This approach

 also reduces ideell  organizations and the type of rationality associated

 therewith (see below) to a corrective and somewhat mar ginal factor.  In

 addition, it is often difficult to see whether this func tionalism is a

 question of genuine deficiencies in empi rical phenomena or whether it

 is based on theoretical arguments about the deficiencies of ideal types,  in

 principle ( Sjöstrand, 1993c).

 Interdependent Utilites

There are also theorists who do not  use the failure of the market, the

 family or the state to explain the existence of ideell  organizations (e.g.

 Hodgson 1987, Etzioni 1988, Anheier 1990 and 1995, Sjöstrand 1995).

 Some of them combine a focus on the individual (the micro-level)

 stressing com plexity ( multirationality; cf. the next section) as a way of

 supplementing the theory described in this paper. The ideals which are

 organized are embraced for a variety of reasons ˙ this includes those

 which only promote self-interest (and lead to material, status - oriented

 or personal utilities), but also those which exclusively contri bute to the

 utilities of others (^pure~ altruism). In practice one´s own utilities and

 those of others are intertwined, while the scope of the definition of

 ^others~ varies (cf. the range of special and public interests). But,

 irrespective of how we interpret actions in terms of egoism or altruism,

 differences in the mixture of utilities between ego and alter are of the

 utmost importance for the functioning of societies.

                        Thus, for example, one might imagine a male skater who has fallen

 into a hole in the ice. He calls for help, and a female passer-by hears the
cries. If the passer-by walks on, this may be interpreted as

maximisation of her  utility by not risking her life (but the skater´s utility

will be zero). If, instead, the passer -by risks her life by intervening, this

may be inter preted both as altruism (she did it for someone else) and as

egoism (she did it purely for herself, since she could not live with the

thought of not trying to save the skater or ˙ alternatively ˙ because

she might well someday end up in the same position herself, and then

she would have liked to think that she would have received assistance).

                       The point is that, irrespective of whether we interpret the passer-

by´s action as egoism or altruism, the societal consequences will be

dramatic if walking-on becomes the predominant pattern of behaviour,

rather than trying to save a fellow human being´s life. Thus, acting with

the utilities of other people in mind produces a different kind of

societal organizing than when self-interest is the exclusive guiding star.

Interaction Asymmetries

In some failure oriented as well as other explanations of the existence

of ideell  (or non-profit or voluntary) organizations, there is an emphasis

on the fact that human interactions are frequently characterised by

severe asymmetries. One party is often at a disadvantage, usually in

terms of information, because it is difficult to assess a product or a

service from a technical, biological or some other point of view. This

means that there is a considerable risk that the individual concerned

will make a mistake, particularly if he or she is dealing with a

counterpart backed by strong resources. In cases like this, it is

important to be able to trust  one´s counterpart. This may sometimes

even mean that it is a good idea to be ^one’s own coun terpart~, i.e., that
there should be some form of ^co-opera tive~ organizin g. At the very

least, it indicates that the interaction benefits from being based on

mutual confidence, for example as a result of common ideals.

                       To some extent, the uncertainties which are associated with

exchanges invol ving goods and/or services which a re difficult to assess

or check are reduced by far-reaching investigation of the product, the

counterpart or other factors, by drawing up detailed contracts and

guarantees or by specifying the consequences of breach of contract.

Such measures make such heavy demands on resources, however, that

the costs of the exchange normally become significant.

                       From a theoretical point of view, it is possible to select any  of the

ideal type forms of organization discussed above (the market, the state,

the family, etc.) as the starting point for analyses. Obviously, this choice

is absolutely funda mental, since it has far-reaching consequences for

the entire sub sequent theoretical structure. In the theory developed

below, no  ranking-order is introduced in this respect. Instead, it is

assumed that people in general  make use of four (interactive) ways to

reduce uncertainty, namely through calculations  (cf. markets), shared

ideals  (cf. ideell  organiza tions), status/posi tions (cf. families and

dynasties) and, finally, through coercion  (cf. the state). Thus, no

assump tions are here employed regarding some ima gined sequence

(for example, from the market to the state; see also Sjöstrand 1993c).

The following section describes a conceptualizing.

Rationalities and Asymmetries

This section describes two fundamental dimensions of human

transactions which will be drawn upon in the subsequent discussion of
forms: the (multiple) rationality bases  of interactions, and the sym metries

(cf. networks) or asymmetries  (cf. power rela tio nships, hierar chies)

which emerge among the interaction individuals. Underlying the idea

of the differing rationa lity bases of human interactions is a view of

human beings as both interactive and complex. This com plexity

corresponds to three different qualities ( calcu lative  pro pensity, uphol-

ding ideals and genuineness) which are always ˙ but to a varying

degree ˙ present in human interactions or organizing activities.

                       The assumption of calculative rationality has dominated economic

theory for a long time to the extent that it is synonymous with homo

oeconomicus . The two fundamental elements this concept embraces  are,

on the one hand, the idea of calculation, per se, and, on the other hand,

the motive forces pro duced by such calculation. The former is

primarily a question of calcu lative  rationality (sometimes referred to as

Rationality with a capital R ; see Sjöstrand 1992 for a critical analysis of

this approach), and normally based on economic logic. The latter refers

to the aim of promoting (one’s own) utility, and that in this context

there is ˙ at the very least ˙ an ambition to maximise this utility.

                       Calculative relationships between actors suggest that the inter action

or exchange occurs between strangers, and that there is a one-off,

momentary transaction. Information in such exchanges takes the form

of the price and function of the good or service. Exchanges based on

calculation give individuals a kind of external identity (cf. material

attributes and sym bols), thus contributing to both their ph ysical and

mental welfare. This rela tively ^one-dimensional~ con cept of man is

justified in some (pure) economic theoretical constructions ˙ at least as

far as certain types of pro blems are concerned. In particular, this type

of formulation is appropriate in contexts where relation ships are

temporary or where the participants are strangers, with no claims on
each other. This involves situations in which people are more inter-

change able, are not unique and are regar ded more as anonymous role-

players than as individual per sonalities.

                       However, a concentration on calculative relationships is basically

inadequate when aiming to provide a theoretical expla nation of the

existence of the entire repertoire  of organizational forms (or associated

transactions), which occur in a society. Most obviously, it must be

taken into account that people who enter into trans actions or who co-

operate very often have some kind of knowledge about each other, that

is to say that a relationship exists which is more than momentary and is

not of a one-off nature. Thus, exchanges do not only take place in

anony mous (mass) markets but also between people who are (well)

known to each other ˙ as acquaintances, friends or within the same

family. Thus, doing something together is not always primarily an

expression of exchange actions in a narrow uti litarian sense. Other

ingredients are frequently just as impor tant, for example reciprocity

between friends or between relatives. To treat this reciprocity as a

calculative exchange transaction is simply too reductionistic.

                       Both the utility perspective and an approach which takes rela-

tionships seriously are requested in a theory of organizational forms.

Relationship theories become relevant when the exchanges are of a

more permanent nature and when people know each other, and are

imbued with meaning by the identity of the actors. The exchange act

itself has social or communicative functions extending beyond, or

supplementing, the actual immediate and instrumental interaction. In

this kind of situation, individuals count for a great deal, precisely on a

personal( ity) basis. Two distinct types of relationships can be intro-

duced into the theoretical construction, at the same time giving the

concept of the actor a sounder basis from an empi ri cal point of view.

First there is a rationality rooted in relationships based on shared values

and ideals.  Second, there is a rationality based on genuine  relationships

linking human beings. Each is considered in turn below.

                       Ideal-based rationality  copes with uncertainty by uniting indivi duals

who are not acquainted with each other, on the basis of explicit,

common values. These shared values and ideals establish a sense of

trust which bridges human, geographical and temporal gaps/dis-

tances. Organizing on the basis of common ideals primarily gives

individuals a feeling of participation in (some) human ideals, and this

provides a social  and cultural identity. Ideals unite unrelated indivi-

duals and provide a shared context.

                       Second, dealing with uncertainty from a positional/status perspective

is expres sed as genuine relationships between human beings. Relation-

ships of this nature are termed ´genuine´ because they refer to close

relationships of the friendship, family and kinship type. Some

researchers even claim that the family relationship is the most crucial

one for human beings, and therefore often functions as a kind of

prototype for other relation ships (e.g. Haralambos, 1980; Aldrich and

Whetten, 1981, and Kelly et al, 1983).

                       Genuine relationships are sometimes biological and/or determined

by love and affection, and sometimes they are of a friendship kind

charac te rised  by trust. Generally, they include an emotional  tie, and the

involved human beings are unique and irreplaceable to each other. The

relationship itself is also unique and important, per se. Consider

qualities such as genuineness, trust and confidence between human

beings. This type of interaction pro vides an identity which can be

characterised as virtually biological  and/or personal.

                       In this context, it may be appropriate to comment that, when faced

with particularly important exchanges or interactions, people tend to
try to reduce uncertainties by means which are not purely calculative

˙ in other words in the two alternative ways mentioned above. This

applies especially in complex and changeable circumstances. Consider,

too, how human beings handle informa tion about goods or services

which are ^opaque~ and hard to comprehend. In such cases, they often

also look for information about the individual or organiza tion which

supplies such goods/services. In other words people try to reduce

uncertainty by establishing more personal, trusting relationships.

                       In summarised form, this expanded (but still heavily simplified)

conception of human beings is an attempt to offer an assumption about

people, which is more soundly based from a scientific and empirical

point of view, than the predominant idea of homo oecono micus .  This

extension of the approach to humans as homo complexicus  is essential to

achieve a richer and more sophisticated description and analysis of the

various organizational forms which occur in a modern society. Hence,

the con cept of homo complexicus  provides the basis for the theory which

appears in the following.

Asymmetries

As already mentioned, the basis for this theory of organizing in a

society is not purely the rationality of relationships (cf. calculation,

ideals and genuine relationships). Attention has already also been

drawn to the concept of (a )sym metry . The existence of these asym metries

between interacting human beings may be explained in seve ral

different ways ˙ ranging from biolo gically determined asymme tries

(cf. the relationship between parents and their children) to varia tions in
people´s perception of the asymmetry pheno menon per se (cf. ideas

about democracy, equality of opportunity, solidarity, etc.).

                       Asymmetries can also be explained on the basis of fundamental

assump tions about mankind. Some scholars ˙ once again mostly

economists ˙ assume that human beings function as a homo oecono-

micus ^with guile~, that is to say like ^devious, false opportunists~ (e.g.

Williamson, 1975). Since such (guileful) indivi duals only seek their

personal advantage, they will ˙ as far as possible ˙ try to avoid

making personal contri butions in exchanges and interactions, and

instead try to take advan tage of others. This leads to a need for control,

not only over non-opportunists but for all those involved , to ensure

that free-riding is minimised. Asymmetry in the form of a hierarchy

thus provides a solu tion for this need for control ˙ some people are

appointed to monitor that others do not shirk their responsibilities.

                       Another important theoretical explanation of the existence of asym-

metries (hierarchies) is based on human endeavours to achieve

efficiency ˙ based on the idea that the hierarchy is often superior to

the network as an information processing structure (the hierarchy

economises on the number of interactions). However, the main effect of

asymmetries (and hierarchies) is that they standardise and estab lish

predictability. In this sense, hierarchies absorb uncertainty, and this

encourages exchanges and interactions. This is clear in hierarchic

organizations in which superiors establish restrictions for their sub-

ordinates.

The Repertoire of Organizational Forms

If the two fundamental dimensions (bases for rationality and

[a ]symmetries) are brought together as the basis for a theory of
organizing six types of ideal type construc tions emerge, namely the

three symmetrical  forms ˙ the market,  the movement  and the circle  ˙

and also the three asymmetrical (hierar chic) forms ˙ the firm,  the

association  and the clan. Figure 2 (below) presents the three symmetrical

forms. Apart from the rationality bases concerned ( calculative,

ideational or genuine rela tion ships), the figure also reveals where the

interaction information is loca lised  (price, text or position/status), its

fundamental function (exchan ge, [re ]distribu tion or reciprocity), and

its reproduction content (capital, ideals/values or trust).

                       In this section the characteristics of each ideal type construct is

identified, starting with the symmetric cases and then continuing with

the asymmetric ones.

                                                                      RELATION

price

text

position
exchange

reciprocity
redistribution
capital

ideals

trust

                                                                          TYPE OF Information

locus

Interaction

purpose

Reproduction

content

Organisational

form

MARKET

MOVEMENT

CIRCLE

                                                               calculative

                                                              ideal based

                                                                          genuine

                                        Figure 2: Three  symmetrical  forms of organization: market, movement

                                                                                                                     and circle.

The Market

The theoretical ideal type market is characterised by a situation in which

a number of people are ^in contact with each other~ with the object of

making voluntary exchanges of goods or services. Every specific

individual does not have to be in contact with every other individual,
however. Thus, the market is an arena  ( psysical as well as more

abstract) in which exchanges take place.

                       The theoretical market place is also characterised by the fact that

there are a great many actors ˙ normally referred to as ^buyers and

sellers~ ˙ and that they do not know each other. Contacts are imper-

sonal, on a one-off basis and they are confined to price information ˙

human identities are of no importance in such transactions. In addi tio n,

it is assumed that the goods and services can be comprehended. Either

they are simple and make small demands on the individual’s cognitive

capacity, or they are more complex, involving assumptions about

perfect information and infinite human cogni tive capability.

                       Market exchanges are based on speculative dealings in the face of an

uncertain future. Producing for a market is based, for example, on

expec ta tions about future demand. Sales are not certain and, in

addition, exchanges in an ideal type market are based on the confi-

dence of individuals in the price as an adequate means of commu-

nicating information (in other words that the price ultimately reflects

an efficient use of society’s resources). There is a total lack of asym-

metries in an idealtype market. This means that one actor cannot

unilaterally establish the terms of trade for another and, its turn, this

implies that there are no regulations issued by some kind of supe rior

unit. Hence, the ideal type market is spontaneous, voluntary and non-

hierarchic.  It constitutes a summary of the voluntary interactions and

ex chan ges of random individuals (cf. classical references to ^the invi-

sible hand~).

The Movement

The combination of network and ideal (value) based relationships is

labelled the movement  (cf. Fig. 2 above). In its pure form, it is built on

dimen sions related to the special focus of this paper, that is, to organi-

zational forms for the ideell  (non-profit ; voluntary) sector. The

movement introduces ideas about the interactive  and complex  human

being ˙ about homo com plexicus .

                       As understood here, ideal type of movements organize the

(re )distribution of valuables and resources (voting rights, wealth,

health, time, etc.) They have their roots in ideals which are upheld by

their founders (members, etc.), and the text  (e.g. the Bible, the Koran,

the specific statutes, etc.) is the bearer of the crucial infor mation,

legitimising (i.e. explaining and justifying) daily activities and per-

mitting participation in some of mankind´s hopes or utopias.

                       Moreover, the religious variation on the movement theme offers

affinity in a wider context. In other words, ideal, ideologies and reli-

gions give mea ning to activities, providing the means for conveying

awareness and mea ning fulness. They structu re existence and, at the

same time, offer people relationships with one another, making them

aware of existential matters (who they are, what the world is like, the

nature of society, etc.), what is fine and what is good (legitimating

desires and demands), and what is possible. Movements are organi zed

and upheld by ordinary people, that is to say people who embrace the

ideas or ideals concerned, although the texts are often formulated by

individual, more unusual people. Their organizing power is fre quentl y

the result of dissatisfaction with the existing state of affairs, and this

feeds a strong commitment for or against certain values.

                       In addition to the special rationality basis which upholds the ideals

of the movement, a brief synopsis of the theoretical concept of the

movement also includes a (re )distribution objective (e.g. allocation of

wealth), a restricted circle of people (cf. member ship), durability

(individuals demonstrate a certain degree of stability when it comes to

values and ideals, and sometimes a life-long commitment),

replaceability (any individual who upholds the movement’s ideals is a

poten tial member of the organization), partiality (individuals devote a

clearly defined period of time to their involvement with the movement)

and volun t ariness (membership of the organization is a matter of

individual choice).

The Circle

The circle  is the third theoretical organizational form. In addition to the

net work construction, which it shares with the market and the

movement, the circle is characterised by genuine relationships. Ge nuine

relationships ex press something of the very basis for human existence.

In the family, some of them are in fact biologically determined ˙

^blood~ relationships, while others, in particular marriage, are

constructed or derived by convention, and can potentially be

terminated. Other genuine relationships ˙ perhaps most of them ˙

are based on ties of friendship. Genuine relationships frame position or

status, that is to say they give people ingredients which form part of

their personal identity. In contrast with the other theoretical ideal types

which have already been described (the market and the move ment),

the ideal type circle is not always voluntary. In the case of the kinship

determined variation of the circle, the ties may be compulsory ˙ the

indivi dual is born into the relationship.

                       Relationships based on friendship may be defined in at least three

senses. They may involve a private (intimate) relationship which

involves the indivi dual as he ^really is~ (=u ndisguised), as a per-

son( ality), and not as a member of a collective or some other category.

There are no pretences or disguises ˙ the relationship is genuine  and

natural, being based on trust and intimacy and a knowledge of what

the other parties ^are really like~. The individuals concerned are

irreplaceable from each other’s point of view ˙ they are not

interchangeable with others. Friends and friend ship are not evaluated

in public ˙ this is something which is not talked about in the public

sphere. Furthermore, friendship has nothing to do with the formal

aspects of life (legal provisions, etc.).

                       Thus, the circle  is based on symmetrical, genuine relationships

resulting either from inherited or environmental circumstances or from

common inte rests. The c ircle gives human beings a personal (cf.

friendship) or biological (cf. kinship ties) identity. It establishes a sense

of security by channelling dependence on other people into mutual,

unutilised paths. In addition, the circle is a ^complete~ or broad rela-

tionship (cf. generality). The individual participates with a higher

proportion of his overall personality and for longer periods of time

(durability), and is not interchangeable. The circle encompasses both

voluntary membership (a circle of friends) and compulsory forms

(kinship).

                       Each of the three ideal type, symmetrically-based organizational

forms discussed so far has a hierarchical ^equivalent~ (see below,

Figure 3). In the case of the market, the corresponding form is the firm,
and in the case of the movement and the circle the equivalents are the

association  and the clan,  respectively
2 .

The Firm

As indicated in the introduction, the hierarchic equivalent of the

market is the firm.  Thus, the firm, as an ideal type, represents a com-

bination of calculative and asymmetrical relationships. As a theore tical

construction, the firm, which represents accumulation of capital,

contains a limited num ber of actors who interact on a relatively per-

manent basis.

                       It is assumed that the individuals who work together in this orga ni-

za tional form have mutually asymmetrical relationships in which some

posi tion holders establish the terms (rules) for others (=hier archy).

Hence, the rules operate as the primary medium for the hier archy.

These rules affect the firm´s actions, but basically they only represent a

means  ˙ the objective is the conservation and pre-emi nence of capital

(see Figure 2, above) and, fundamentally, this objective determines the

rules. In the firm, hierarchical rules ˙ which are also derived from the

calculative approach ˙ supplement (mar ket) price as a source of

information. Despite the durable nature of exchanges, which has been

noted above, relations are basically impersonal and individuals are

inter changeable ˙ the ( calculative) logic of capital constitutes the basis

for rationality in the firm.

                                       2

                                                Note that this use of `clan´ differs from that of Ouchi (e.g., 1980), who ˙

                                       surprisingly, judging from the choice of term ˙ linked it not  to the family, but to

                                       shared ideals more in general.

The Association

The theoretical construct the association is the hierar chical equivalent of

the movement representing a combination of asymmetry (hierarchy)

and ideal based rela tionships. More specifically, it repre sents a

collection of individuals (since only people can express ideals), and,

thus, it contrasts with the ideal type firm, which, instead, involves the

accumulation of capital.

                       In the purely theoretical association, action is ultimately deter mi ned

by a combination of hierarchical rules (the means) and ideals (the

objectives). The latter are the basis for the development of the rules

(norms). The rules differ in accordance with the ideals which are

cherished by the organization con cerned (for example democratic

ideals combined with appropriate hier ar chies and statutes). The

association is also characterised by the fact that its actions are

influenced by previous events ˙ in other words its activities are affec-

ted by history, and are not purely based on momentary conside rations.

The Clan

The third asymmetrical form for human organization is here referred

to as the clan.  It is a theoretical construction based on a combination of

asym metries (hierarchy) and genuine relati onships, and it represents a

distinct set of indivi duals ˙ not an accumulation of capital. In this

case, hierarchy refers to biological  factors, that is to the relation ship

between parents and children, and within dynasties and kinship

groups.

                       In its pure, theoretical, ideal form, the clan forms a structure which

is regulated by hierarchical, reciprocal rights and obligations based on

 blood and marriage (like) ties. Clan positions are stable, and position or

 status can only be established, changed or terminated via (biological)

 repro duction, marriage or death. In the ideal type clan, such vertical

 relation ships tends  to predominate over horizontal relationships.

 Moreover, individual aspects in the clan are de- emphasised in relation

 to collective aspects, that is to say in relation to the family, dynasty, etc.

 The individual´s social and cultural definition occurs in relation to this

 collective. Figure 3 (below) shows how each of these categories are

 related.

                        If we try to summarize some aspects of the above line of argument:

 capital is reproduced in the ideal type firm and market, while ideals  are

 reproduced in the ideal type movement and association. Finally,  trust  is

 reproduced in the ideal type circle and clan (cf. Figure 2 above).

c a l c u l a t i v e

r e l a t i o n
i d e a l  b a s e d

r e l a t i o n
g e n u i n e

r e l a t i o n

C L A N

M A R K E T

M O V E M E N T C I R C L E
h i e r a r c h y

n e t w o r k

A S S O C I A T I O N

F I R M

S T A T E

A N A R C H Y
c o e r c i v e

r e l a t i o n

                                                            h i e r a r c h y

                                                                     n e t w o r k

                                         Figure 3: Six theoretical (ideal type) organizational forms.

 The State

The described reper toire of organizational forms may be supplemented

 by a further ˙ and in some ways ^murkier~ ˙ dimension which has

 been only briefly touched on hitherto, namely the distinction between

 volun tariness  and compulsion. The latter is here understood in terms

 of interactions based on coercion,  seen in its pure ideal type form in the

 state  (an expression of monopoly as far as the use of force is
concerned). The corresponding network-like form is labelled anarchy,

which in this context resembles the classical concept of ^the struggle of

everyone against everyone else~ (cf. Hobbesian anarchy).

                       Both these theoretical constructions ˙ the state and anarchy ˙ may

in a certain sense be regarded as meta forms for human organizing.

However, they must not be per ceived as unfruitful or irrelevant in the

analysis process at the empirical organization level. On the contrary,

the basis for the rela tionship (coercion) is also represented at the

empirical level ˙ al though to varying extents, and often without

legitimacy.

                       It follows therefore, that this theoretical construct state has a special

standing in this context. In its pure, ideal type construct, it represents

society´s regulation of, for example, its forms of organization ˙ a

function which ultimately is based on the existence ˙ and importance

˙ of terri torial affinities of human beings. Thus, terri tory is the basis for

the state and coercion its ^information locus~.

                       There are many studies and analyses of the logic underlying the

emer gence of the authority of the state ˙ ranging from philosophers

who have pondered over the question of the ^minimum state~ to

political scientists who have analysed, in theoretical terms, the diffe ring

shapes and workings of government authority.

                       In a discussion of organizational forms, it is sufficient to note that

the state provides metanorms through legislation, and that this includes

the statutes of organizations and the way they operate. Such norms are

uni q ue, since they are ultimately maintained on the basis of

possibilities of the state apparatus employing coercive force ( something

which often, but not always, is democratically legiti ma ted). These

metanorms usually refer to various forms of legi slation.

                       In this context, corporate legislation and acts affecting the right of

association may be taken as examples, but there are also other types of

laws which have a fundamental impact on the organizing of human

activities ˙ for example legislation in the family and inhe ritance fields,

and provisions based on contract or property rights. In principle, and

in outline form, Figure 4 (below) may be said to illustrate attempts by

society, via government authorities, to provide certain norms for

organizing and exchanges, which acquire special weight as a result of

legislation. It can also be seen that these norms may be readily related

to the theoretical ideal types (discussed above).

M O V E M E N T

C L A N

C I R C L E

l a w  o n

i n h e r i t a n c e

m a r k e t   l a w n o n  r e g u l a t e d

                                                                                  M A R K E T

                                                                                              F I R M A S S O C I A T I O N

companies act
law on economic

associations

freedom of

association

                                        Figure 4: Examples of relationships between theoretical constructions of

                                                                                                                     organizational forms, on the one hand, and specific

                                                                                                                     legislation, on the other.

Thus, legislation is not enacted without regard to Economics and

Organization theory. Instead, there is an interaction, as already indi-

cated in Figure 1 above. Quite simply, legislators try to guide the

organizing of activities into forms, which are believed to be desi rable

for society. This is achieved by focusing on such forms as the only

feasible alternatives. In other words, legislators take over some of the

individual organizers´ costs by providing a kind of ^package solution~

for regu lating exchanges and co-operation between human beings (cf.

the limited company; see Sjöstrand [1985 and 1993a] for a more

detailed analysis .)

Empirical Organizations versus  Theoretical Constructions

Neither the theoretical ideal types, which constitute a whole reper toire

of forms for organizing, and which are described above, nor the

existing legi slation in this area should be confused with real, empi rical

organizations operating in an economy (cf., once again, Figure 1,

above). In this case, the theo retical platform represents a refine ment of

certain characteristics (in the form of ideal types) which are important

for organizations.

                       However, none of these theoretical forms corresponds to any

empirical organization ˙ except perhaps on a temporary and excep-

tional basis. In practice, the entire repertoire of theoretical forms is

represented in an individual organization ˙ although in varying

degrees. In some organiza tions, perhaps, one mig ht ˙ a priori ˙ expect

a certain predominance of qualities which are associated with one  of the

ideal types ˙ but only empi rical studies can provide more definite

information in this respect.

                       In the Red Cross, for example, it is possible to imagine, at least until

more comprehensive studies have been undertaken, that an analysis

based on the theoretical ideal type association  might prove to be

reasonably satisfactory. Similarly, once again on an a priori  basis, it

might be expected that the legal form for an ideell  association is

consistently utilised.

                       As illustrated in Figure 5 (below), however, an empirical study of

the Red Cross  might show that other (theoretical) ideal type qualities

could also be as important. It might even prove, for example, that the

ideal type firm  (cf. the calculative, capital reproducing rationality) could

play just as prominent a role as the association  ideal type (cf. the ideal

based rationality), which was expected to dominate.

                       The above argument concerning the Red Cross could obviously be

extended to apply to all empirical organizations ˙ and this opens up a

new way of looking at, describing and explaining organizing and

organizations in a society. Awareness of the entire theoretical

repertoire provides possibilities for a more objective analysis of both

similarities and differences in the wide variety of activities carried out.

                                                                     Market Movement

Clan

Circle

Red  Cross

Red  Cross

Red  Cross

Red  Cross

Red  Cross

RED CROSS

ASSOCIATION

                                                                              Firm

                                        Figure 5: The entire theoretical repertoire of ideal types regarding

                                                                                                                     human organizing is relevant for any empirical organization.

                                                                                                                     In this figure, which uses six of the introduced ideal types, the

                                                                                                                     legal unit the Red Cross is taken as an exam ple. The use of

                                                                                                                     capital letters to denote the association indi cates that many

                                                                                                                     observers may ˙ a priori ˙ consider this to be the expla na-

                                                                                                                     tory ideal type. Unbiased empirical studies may, however,

                                                                                                                     show that such a position is falla cious.

Hence, as already pointed out in several contexts, each ideal type is not

designed to depict (approximate to) a particular  category of empi rical

organizations as closely as possible. Instead, the aim is to focus on the

crucial qualities, which may occur in the entire repertoire. These

qualities can then be combined and used in descriptions and ana lyses

of all the ways in which existing organizations function in practice ˙

the way they are managed, the strategies they develop, and so on.

Some final reflections

Organizations in the ideell  (non-profit ; voluntary) sector cannot be

effectively described and analysed purely on the basis of theories

rooted in and developed for firms and markets. A more complex

economic organization theory is called for, encom passing the special

characte ris tics which exist in the ideell  dimension, in all its variations

and forms of emergence. This presentation is an attempt to establish a

theory of this nature.

                       It is to be hoped that this paper will provide a platform for a deeper

practical and theoretical understanding of the various organizational

forms which exist in a society, and why they exist (each form separa-

tely as well as the entire repertoire in combination). As mentioned

initially, the aim of this presen ta tion of the whole theoretical repertoire

of organizational forms is to try to focus on and clarify the rationalities

behind the different theoretical constructs.

                       In practice, this means that the entire theoretical repertoire  of

organizational forms is applied in analyses of specific organizations,

based on the rationality bases of interactions and on (a )symmetries.

Compare this with the outline analysis of the Red Cross, summarised

above in Figure 5. Instead of the Red Cross one could introduce into

such an analysis other ideell (non-profit; voluntary) organizations from

such diverse areas as sports and leisure activities, employee benefits ,

adult education, housing, social care service, religion, medical care,

research and development, politics and environmental issues.

                       If the theoretical underpinnings of the entire repertoire can be

revealed in this way ˙ and not confined to one or two specific forms

such as the market or the firm ˙ it is suggested that it will be possible

to neutralise  some of the ^ wobblings  of our age~ (both to the ^Left~
and to the ^Right~). This might mean that we could avoid at least some

of the decimation and destruction of organiza tional variation and

diversity ˙ that is, on a theoretical basis explain why and how there is

a truly important ideell  (non-profit; voluntary) sector in capitalist

market societies. The expected outcome would be the same ˙ a

presence of the entire repertoire of theoretical forms in each ideell

organization.

REFERENCES

Aldrich, H and Whetten, D (1981): Organization Sets, Action-sets and

Networks, in Nystrom, P., and Starbuck, W., (eds.), Handbook of

Organizational Design , Oxford.

Anheier, H (1990): Themes in International Research on the Non-profit

Sector, Non-profit and Voluntary Sector Quarterly,  19: 371-391.

Anheier, H (1995): Theories of the Non-profit Sector: Three Issues, Non-profit

and Voluntary Sector Quarterly,  24: 15-24.

Etzioni, A (1988): The Moral Dimension . Toward a New Economics , Free Press,

New York.

Haralambos, M (1980): Sociology: Themes and Perspectives , Trowbridge.

Hodgson, G (1987): Economics and Institutions , Polity Press, Oxford.

Kelly, H et al (1983): Close Relationships , San Francisco: W. H. Freeman

Ouchi, W G (1980): Markets, bureaucracies, and clans, Administrative Science

Quarterly, 25: 129-41.

Salamon, L (1987): On Market Failure, Voluntary Failure, and Third Party

Government, Journal of Voluntary Action Research,  16: 29-49.

Salamon, L (1996): Defining the Non-Profit Sector: United States , The Johns

Hopkins University Working Paper No 18.

Salamon, L, and Anheier, H K (1996): The Emerging Non-Profit Sector: An

Overview,  Manchester: Manchester University Press.

Sjöstrand, S-E (1985): Samhällsorganisation, Lund: Doxa Förlag (in Swedish

only) .

Sjöstrand, S-E (1992): On the Rationale Behind Irrational Institutions, Journal

of Economic Issues, December, 26:1007-1040.

Sjöstrand, S-E (ed.) (1993a): Institutional Change: Theory and Empirical Findings,

New York: M E Sharpe.

Sjöstrand, S-E (1993b): The Socio-Economic Institutions of Organizing:

Origin, Emergence, and Reproduction, Journal of Socio-Economics,  22: 323-52.

Sjöstrand, S-E (1993c): Om företagsformer, Stockholm: the Economic Research

                                                                               Institute a t the Stockholm School of Economics (in Swedish only) .

Sjöstrand, S-E (1995): Towards a Theory of Institutional Change, in

Groenewegen, J, Pitelis, C, and Sjöstrand, S-E (eds.),  On Economic Institutions:

Theory and Applications, Bodmin: Edward Elgar.

Sjöstrand, S-E (1997): The Two Faces of Management. The Janus  Factor,

Thomson, London.

Williamson, O. E. (1975): Markets and Hierarchies: Analysis and Antitrust

Implications. A Study in the Economics of Internal Organization , Free Press, New

York.