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Canada’s voluntary sector is under great stress. Protracted constitutional nego-
tiations and continuing economic difficulties have put considerable pressure
on the federal government to contain spending on, or devolve responsibility
for, a range of human service programs embracing the broad categories of
health, education, welfare, and culture. However, from a fiscal standpoint,
devolving program responsibilities to lower levels of government only shifts
the painful choices to provincial and local leaders. An alternative strategy is to
rely more heavily on private donors (individuals, corporations and founda-
tions) and providers to deliver services once administered by governments. Yet
a steadily deteriorating economy and government cutbacks have caused
requests for support to skyrocket and overwhelm donors, many of whom feel
squeezed by the recession and the broader economic restructuring in train. For
those who support, work in, and are served by the voluntary sector, these
developments are ominous.

For many social activists and human service providers there has been a bright
spot in the continuing constitutional struggle: the movement to entrench a
social charter or covenant will probably succeed.? Indeed, even if the consti-
tutional negotiations were to fail, it seems likely that there would be consider-
able pressure to adopt social charters in the resulting jurisdictions; however,
this advance may well be symbolic. Charters simply set out principles and the
obligations of governments to their citizens; they do not ensure that human
service providers will receive, despite increasing demands, more support from
the government nor do they delineate what responsibilities citizens, corpora-
tions and foundations should assume in this regard. Nevertheless, the public
interest in, and the concerted drive to entrench, a social covenant in the
constitution is an important affirmation of key social values. To adapt Peter
Russell’s terminology:3 will the voluntary sector be better off in “social
charterland”, able to capitalize on this impetus in order to cope with the
challenges presented by a rapidly changing political and economic system?

The argument of this paper is that the voluntary and nonprofit sector in Canada
is not well positioned to take up these challenges. Although there has been a
sustained effort during the past few years by government, the voluntary sector,
and academics to produce more research on giving and volunteering, almost
all of this work has been directed to assisting efforts to increase giving and
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volunteerism—-there is a surprising lack of research delineating the real needs
of Canadian society. Indeed, the voluntary sector is generally not well organ-
ized to undertake needs assessments, to set priorities, and to act in a strategic
way with government and the private sector. This not only reflects a laissez-
faire approach to giving among donors and charitable and voluntary organiza-
tions, but also the cumulative effect of government reluctance to regulate the
entry of new charities so as to meet particular needs. This is not to single out
Canada’s voluntary sector as being uniquely weak—political scientists have
noted that this is the hallmark of many Canadian policy sectors—but we must
recognize that when sectors are poorly organized, it is far more difficult for
them to respond to crises in a concerted fashion.

This paper argues that if the voluntary sector is to meet the challenge posed by
the present crisis, if more responsibility is to devolve on the private and
voluntary sectors, we must be realistic about their capacity to take up respon-
sibilities for public goods and all those involved must find better ways to
organize their efforts. A key premise is that, if more Canadians are aware of
specific needs, and if the provision of human services and philanthropy is
presented as not merely a matter of “noblesse oblige” but as an essential act
for community building, people and organizations in the private sector are
more likely to give. This paper calls on governments, private donors, and
voluntary organizations who finance and deliver public goods to support
systematic reviews of the “needs” of citizens and of how well government
programs and private organizations are meeting those needs.

Given the complexity and diversity of public goods and the voluntary sector,
and given the many kinds of community to which Canadians are attached, I
argue that reviews should proceed on a sectoral basis in the areas of education,
welfare, health, religion, culture, the environment, and research and develop-
ment. Sectoral institutes ought to be established and given a mandate to provide
forums for dialogue and debate, to undertake sectoral needs assessments, and
to evaluate not only the appropriate niches for different kinds of public and
private support for public gopods—individual, corporate, and foundation giving
and different levels of government—but also the comparative advantages of
alternative organizational forms for delivering public goods. These ideas are
sweeping—a new vision of the direction the voluntary sector should move. In
the interim, it would be best for key stakeholders to proceed by sponsoring a
series of exploratory sectoral research conferences to discuss the merits and
feasibility of these ideas, and to determine how to begin creating the necessary
institutions in an orderly and practical fashion.

Human Services and Philanthropy as Public Goods

Preparation of a Discussion Paper for a conference on “Private Support for
Public Goods™ naturally posed the question of how to produce a working
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definition of the term “public goods”, particularly as the concept related to
private giving and philanthropy.4 Building on Samuel Martin’s seminal works
in this area,” I used the concept of the “human services sector” as a point of
departure. The sector is huge® and breathtakingly diverse. For Martin, human
services consisted of several broad categories: education (the full range of
schooling that we receive as children and adults, whether in public or private
institutions), welfare (those activities that assist the aged, the unemployed, the
disabled, and the poor); health (which includes hospitals and the many institu-
tions which train health professionals and sponsor medical and health care);
religion (which includes the activities of thousands of local churches and
ministries); and culture (which encompasses fine arts, athletic, and community
organizations). Given the more recent public concern about the environment
and the need for more research and development it seemed prudent and
consistent to add these categories to the list since both have important
implications for our collective well-being and our ability to cope as a society
with future challenges.

The organizers of the conference invoked the concept of public goods because
of their concern about the pressures on all governments to withdraw support
for many public programs and the relatively poor record of private sector giving
in Canada. The question is not whether to provide public goods, but rather to
find the best ways to strike a balance between private and public support for,
and the delivery of, those goods. However, there is clear potential for confusion
because economists have assigned a particular meaning to the concept of
“public goods”. Clarifying these different conceptions produces insights into
problems with the literature on human services and philanthropy as well as the
disposition and organization of the donor/NGO community. Accordingly, we
shall review the conventional economic view and then introduce a new defini-
tion of public goods.

Economists tend to see goods and services as either private or public in nature.
Private transactions are consummated in markets according to the respective
parties’ willingness to buy and sell given their understanding of the current and
future value of goods and services. According to economists, public goods are
those goods—Ilike defence, roads, and parks—that, once produced, can be
consumed or enjoyed by more than one individual and quite possibly all
citizens within a jurisdiction.” However, economists argue that this very
quality of collective enjoyment creates the potential for free-riding or shirk-
ing—there are incentives for citizens not to contribute funds to produce the
good, since they will enjoy it in any event. If a sufficient number of citizens
take this view, economists predict this will cause “market failure” and the
public good in question will be under-produced. This creates a role for govern-
ment: it can remedy matters by raising funds through taxation and then
reallocating them to produce sufficient quantities of the public good.
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Despite the logical quality of the argument, it is not surprising that the fuller
meaning of “public goods” is overlooked in this model. Economics casts the
provision of public goods by the government as a second-best remedy and not
as a positive act of building community. It fails to direct adequate attention to
the personal values, community norms, and meaning attached to providing
public goods. Economics discourse is lean and sparse, fuelled by the ideas of
individual preference and market transactions. It does not easily account for
the common practice of people helping other people in a variety of ways—its
logic even makes altruism suspect.8 Recently, Robert Bellah and his co-authors
have argued that utilitarian/liberal values so permeate and colour our discourse
that even the most committed individuals find it difficult to articulate why they
get involved in community and collective activities.? This was precisely why
Martin invoked the phrase “human services”. It was an attempt to liberate us
from the underlying utilitarian logic of the economists’ notion of public goods
and to go beyond evaluating such goods only in terms of their dollar value. But
if terms like “humanistic service” and “philanthropy” are widely used, and if
the economists’ notion of public goods creates so many problems, what is to
be gained by invoking the concept of public goods?

It is ironic that discussions of humanistic services and philanthropy have much
in common with market analysis and liberal thinking. Such discussions tend to
see these activities as one-to-one exchanges between donors and claimants,
perhaps mediated by a service provider.19 This leads to some interesting
parallels. First, most observers would no doubt see a parallel between the
under-provision of public goods identified by economists and the under-pro-
vision of human services and philanthropy. However, I would argue that the
latter failure has little to do with “market failure” due to the non-excludability
of consumption and the consequent free-riding of citizens, but rather is due to
inadequate information and perhaps an unreceptive culture—citizens are
unaware of needs and the role they can play in meeting them, and of the
interrelationships in and among the communities of which they are members.
Second, the larger public or community benefit that obtains, as distinct from
the fact that personal needs have been met and the satisfaction that comes from
giving or volunteering, tends to be downplayed. This is an important oversight
because recent studies have indicated that giving is motivated less by tax
advantages than by notions of individual and corporate responsibility to larger
communities, however defined.!!

Conceiving of voluntary and philanthropic activities as “public” goods helps
to make them more visible and highlights an essential insight: that giving and
voluntary activity by individuals, corporations, and foundations is not only for
the good of others, but more generally, for the good of the larger communities
of which the donors are a part. In describing how the United Way of Greater

14



Toronto reached out to various ethnic communities, Joseph Wong observed
that:

... enhancement of voluntarism in the community and the recruitment and advance-
ment of leaders from all groups contributes to an integrated and more harmonious
society and thus a better functioning democracy. Participation in social activities
brings members of minority communities into the broader society and gives them a
sense of belonging, pride, personal empowerment, and citizenshi% In short, the
community is a better place for all its members to live because of it.”~

The quotation serves to illustrate that, while community is a fundamental
concept, it is also a complex one. As citizens, we identify with an assortment
of communities: linguistic, ethnic, religious, gender-related, occupational,
local, regional, provincial, national, and even international, to name only the
most obvious. We have already identified several broad policy sectors that can
also be construed as “communities of concern”. All of these communities
intersect and overlap in a variety of ways, making it very difficult to pin down
what the most appropriated locus of community is for dealing with public
goods.

The challenge of reaching out to, and building community, whether directly or
indirectly, is fundamental to giving and volunteer activity. I believe that the
prevalence of mediating institutions and the emergence of a rights-oriented
political culture in Canada has corroded community-building efforts. One way
to move the voluntary sector out of crisis (and, I might add, begin rebuilding
the country) is by identifying the appropriate “community” for providing
certain public goods and reaching certain social goals. By introducing an
alternative notion of public goods, my intention is not to persuade others to
relinquish familiar concepts like human services, volunteerism, and philan-
thropy—this would only result in conceptual confusion. Rather, it is to remind
readers that philanthropy and the support of human services are critical ele-
ments for building community within any society or jurisdiction, and to
underscore the fact that these activities are responsibilities of both government
and society. Accordingly, for the balance of this essay, the term “public goods”
is used primarily as a literary device to describe and expand our understanding
of these activities.

The Limits of Private Support

For years now, a common complaint of the private sector has been that
government is inefficient and ineffective as a provider of many public goods,
the implication being that such goods could be more efficiently and effectively
provided by the private sector. Given the fiscal pressures confronting Canadian
governments, and a consensus that most public goods are worthy of support,
the rhetoric of the private sector is now being tested and there is great interest
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on the part of governments and the public in alternative ways to organize the
financing and delivery of public goods, through the privatization of public
enterprise and the contracting-out of services not only to for-profit firms but
also to community groups. There is also a growing expectation that, where
possible, the private sector should search for solutions to particular problems
within its networks before seeking public funds. However, despite these trends,
there are limits to private support. This section considers the sources and
magnitude of private support and its potential to assume a larger share of the
responsibility for public goods.

What constitutes private support? On the one hand, there is the private support
most commonly associated with charitable giving and philanthropy, i.e., the
donation of financial resources by individuals, corporations, and founda-
tions.!3 In 1985, close to $3.5 billion worth of charitable donations were made
by individuals, corporations, and foundations in Canada. On the other hand,
there is voluntary action—individuals donating time and effort to worthy
causes. Voluntarism often occurs under the aegis of employers in the private
and public sectors, so the policies of employers towards volunteerism are
important. Before taking a brief look at what is known about private support
in Canada, it will be useful to put the extent of private support in perspective
by considering how much of the public goods sector it finances. Despite the
growth in support for public goods in Canada over a long time, Samuel Martin
has shown that private giving has steadily decreased. According to his calcu-
lations, while private support accounted for 49 per cent of all funding of public
goods in 1937 (including direct payments for services like tuition or health
care), this fell to less than 12 per cent by 1978. When combined with Martin’s
estimate that humanistic services accounted for roughly one-third of Canada’s
GNP in 1984 ($430 billion) these figures call into serious question the capacity
of private giving to absorb responsibility for public goods.14

According to a study commissioned by The Canadian Centre for Philanthropy,
individuals account for 88 per cent of all charitable giving in Canada. The vast
majority of the respondents had very positive images of charities; they believed
that charities make positive contributions to the community; they believed that
it is important to support charitable organizations; and they believed that
charities are underfunded. Perhaps more importantly, those surveyed did not
think that increased charitable giving should be a substitute for lower govern-
ment spending on public goods. Nevertheless, Canadians are not impressive
givers. As the study’s authors observe bluntly: “There is complacency towards
giving—68% of those surveyed believe that Canadians are very or somewhat
generous and 73% felt that Canadians are more generous than Americans. The
record shows that Canadians are substantially less generous than in the past
and Americans are three times more generous.”!5 The more revealing, and
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perhaps startling, figure was that 70 per cent of the total dollar amount of
Canadian charitable donations went to religious organizations.16

Corporations are a second source of giving. According to The Canadian Centre
for Philanthropy, corporations accounted for seven per cent of all charitable
donations in Canada in 1985, with Statistics Canada data indicating that the
total amount given in 1986 was $327 million.!”

How do Canadian corporations give? Survey data indicate that most corpora-
tions have formal donations procedures and budgets.18 Many corporations
reported “in-kind” donations such as equipment, loan of employees, services,
and advertising space to charitable organizations. One third of the larger
corporations had matching gift programs which matched the gifts of employ-
ees.19 Corporations are also important sources for volunteer assistance.
Employees are more likely to give and volunteer if their employers encourage
volunteering.20 In 1986, the Conference Board of Canada surveyed 926 orga-
nizations and found that 72 per cent of the corporations had employees
involved in community-wide activities (mainly United Way), that 69 per cent
of corporations encouraged this activity, and that 33 per cent had “loaned”
employees for such activities (although this figure included support of the
activities of professional associations).2! But much of this support is passive.
One study indicated only 41 per cent of corporations surveyed had programs
and procedures for encouraging volunteerism,22 while the Conference Board
of Canada reported that 85 per cent did not act as clearinghouses for informa-
tion about volunteerism?3 and produced another interesting observation:
although most corporations saw voluntary activity as an asset when they were
making hiring decisions, such activities were not factors when they were
considering employees for promotion.24

Allan Arlett, former president and CEO of The Canadian Centre for Philan-
thropy, has reported a decline in donations from corporations2s and linked this
to important shifts in their external environments such as free trade and
increased international competition, mergers and takeovers, technological
change, a changing society, and increasing government regulation.26 The
Institute for Donations and Public Affairs Research (IDPAR) has noted an
increasing number of requests and the use of increasingly aggressive and
sophisticated tactics by claimant groups and also reports that corporations have
grown increasingly weary of surveys and requests for information from outside
groups. The IDPAR survey indicates that members believe the increase is due
to a changing society, declining government support for programs, duplication
of services, and increased visibility of corporations. The increase in requests
poses an administrative and strategic problem for corporations. The response
has been to allocate more resources to donation administration and to develop
strategies to focus donations on either a sectoral or rotational basis. Not
surprisingly then, Arlett reported that corporations sought more information
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on needs and have expressed concern about the performance and quality of
management of charitable organizations.

The final source of private giving is foundations. There are now close to 850
Canadian foundations.2” Foundations donated $166 million in 1985 (just under
five per cent of total giving), with considerably less emphasis on support for
religious activities than is the case with individual giving.2® By 1988, founda-
tions donations had risen to $269 million.2Y

Canadian foundations are loosely organized and highly autonomous. Although
there is an Association for Canadian Foundations (ACF), this organization only
tends to become active when members stand to be affected by changes in tax
law or in the regulatory regime. Otherwise, the ACF is not a vehicle for the
exchange of ideas or co-ordination of activities. Like corporations, foundations
have been under pressure to respond to increasing demands. Nathan Gilbert,
Executive Administrator of the Laidlaw Foundation, has observed that the
“donations of Canadian foundations have not been keeping pace with the
almost exponential increase in the financial requirements of Canadian charita-
ble organizations.”30 This has forced directors and staff to clarify their priori-
ties and to request more information from organizations secking support.
Foundations have also hired more professional staff and developed more
formal procedures for evaluating proposals, thereby reducing the informality
of donations decisions.3!

Coupled with our knowledge that private support for public goods in Canada
is considerably less than such support in the United States,32 a study of these
figures should warn us not to develop overly optimistic expectations about the
extent to which private support can or will assume a greater portion of the
burden of financing public goods. Thus, while we may all agree on the need
for increased private giving, it is important to have in mind the /imits of private
support. There is a subtle and unintended optimism that grows out of efforts
like the IMAGINE Campaign (“if all individuals and corporations contributed
their ‘one per cent’ many social problems would be solved”), one that feeds
into the conservative notion that the private sector, if mobilized, could supplant
public sector financing and delivery of human services.33 Given the magnitude
of the need in the public goods sector, this is clearly an unrealistic expectation
and brings us to the theme of selective private support. A key task is to
determine which niches can be most effectively and efficiently filled by private
citizens, corporations and foundations as a complement to government supply
of public goods.

To evaluate potential “giving” niches seriously one must have a good under-
standing of the “needs” environment. It is by thinking seriously about niches
that one can develop an alternative perspective on the organization and implicit
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public philosophy associated with voluntary and philanthropic activity, as well
as how those activities have been studied and regulated.

Recent research that has produced new Canadian data on philanthropy and
voluntary action has concentrated almost exclusively on the supply side of the
equation, i.e., how and why Canadians give.3* As a result we know very little
about the demand side, i.e., the distribution of needs within and across sectors,
whether or not giving is meeting an objective need for public goods in Canada,
or what is the underlying demand for public goods. Consider this: IDPAR has
reported that in 1989 $2.1 billion worth of funding was requested. A survey of
900 charities by The Canadian Centre for Philanthropy indicated that each
required roughly 45 more volunteers.35 To date, we do not have a good
understanding about whether these needs have been met. This gap in knowl-
edge is doubly important because recent survey research argues that the
willingness of Canadians to give in order “to help the community” is “very
strongly linked to perceptions of worsening social problems”.36

Private sector donors and those who seek to expand the pool of donors have
adopted, in effect, a laissez-faire approach to encouraging giving. First, efforts
to increase fund raising and induce behavioural change take great pains to focus
on the means rather than the giving ends, i.e., the idea is to encourage more
giving and voluntary activity, not to judge whether certain causes or activities
are socially more worthwhile than others. David Baker argues that an
“unfortunate aspect of charitable giving is that it often comes from the
country’s economic elite—not in itself a cause for concern—and goes to
activities that benefit, exclusively or primarily, members of this elite.”37 A
laissez-faire environment also means that charities and other worthwhile
causes must expend considerable energy in competition with each other as they
make their cases to donors in order to secure funding—there are few other
sources of information about the needs that are ostensibly to be met. Given
their limited resources, Baker argues that many charities may not do a good
job of supplying pertinent information to donors:

While freedom to spend money without government interference may have its
advantages, particularly where the objectives of the charity and government conflict,
it is also worrisome. Few charities give the public the kind of information necessary
to evaluate their operations properly ... Allocation of resources is based on a visceral
response to a vaguely defined need, or a new fund-raising gambit, rather than on the
basis of hard information.”®

The result is that much giving proceeds according to idiosyncratic preferences
and limited interpretations of need, ignoring the larger social picture.

While it may seem entirely reasonable to link giving to either personal or
corporate objectives, a myopic stance when determining giving priorities may
result in corporations and foundations not obtaining full value for their dona-
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tions. As Alan Broadbent has stated, “It is the responsibility of a foundation to
have some assurance that the money it is spending is contributing positively to
society”.39 The same could be said of other donors. It would also be reasonable
to consider the opportunity cost of supporting some activities at the expense
of others. At the very least, the virtues and the drawbacks of a laissez-faire
approach have to be scrutinized. We need mechanisms to determine the true
potential for increasing support from the private sector and the comparative
advantage of the private sector in supporting certain public goods while bearing
in mind the limits of private support.

How Governments Encourage Private Support

Many representatives from the voluntary sector and the private sector would
lay the blame for many of the pressures and trends cited above squarely at the
doorstep of Canadian governments. But governments have their own pressures:
they must contend with ballooning deficits, increasing resistance to higher
taxation, and global competition affecting many sectors of the economy. So,
when we consider what role governments should play in the provision of public
goods, we should bear in mind that most are in the midst of re-evaluating their
roles.40 Moreover, while previous sections of this paper have indicated that
governments bear the most responsibility for providing public goods, another
pressing question is what the appropriate leadership role should be for govern-
ment in those sectors where it no longer has a monopoly on expertise or even
control. In light of these developments we need to investigate how Canadian
governments (primarily the federal government) seek to encourage private
support of public goods and how well this encouragement ensures more
effective and coherent giving.

To increase private donations and voluntary activity the two key instruments
of government policy are taxation and regulation. The federal government
encourages charitable giving by means of tax expenditures and by providing
tax breaks to individuals and corporations making donations to registered
charities. In 1987, the government introduced a two-stage tax credit for chari-
table donations.#! This was part of a broader effort to reform the tax system
which sought to place greater emphasis on credits instead of deductions. In
addition, the government has partially exempted charitable organizations from
the Goods and Services Tax. While the GST certainly constituted an increase
in tax burden, it must be put in perspective: charities maintain a favoured status
in the tax system which constitutes government support.

The regulation of charitable organizations is closely related to the needs of
Canadian tax authorities. To qualify for a tax credit, taxpayers must produce
the tax receipts from the registered charitable organizations to which they have
made donations. Charities, in order to provide such receipts, must apply for tax
status as charitable organizations and be registered with the Charitable and
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Nonprofit Sector section of Revenue Canada. A distinction is made between
two kinds of charities—those which deliver services (charitable organizations)
and those which donate funds to charitable organizations (charitable founda-
tions). Each must abide by different rules for disbursement of its revenues.42
One important change made by the government in 1977 was to require all
charitable organizations to disclose basic information about their total receipts
and disbursements. At present they must also provide details about their
sources of revenue, expenditures, liabilities and debts, and the donations and
grants made during the previous year. If charities fail to meet disbursement
requirements then they can lose their charitable status and be held liable for
tax on their revenues. However, most of the regulatory activity has focused on
ensuring that new applicants meet the criteria for status as charitable organi-
zations and there is no provision for any assessment of whether there is a
pressing need for the proposed charitable activity.43

The role of Canadian governments in encouraging private support for public
goods has not been confined to tax expenditures and regulation. Many depart-
ments at all levels of government directly support the activities of charitable
and nonprofit organizations with subsidies and grants to cover research, oper-
ating expenses, and in some cases, nonpartisan advocacy. Indeed, sometimes
nonprofit or charitable organizations must be established for a group to be
eligible to receive funding support. Moreover, the federal government, through
the Secretary of State’s Voluntary Action Directorate, has nurtured organiza-
tions and research which seek to strengthen the charitable, voluntary, and
nonprofit sectors.44 It has acted as a catalyst within the government, encour-
aging Revenue Canada and Statistics Canada to produce, or make available,
better data on the charitable sector. It was also instrumental in the creation of
the National Advisory Council on Volunteerism in 1974, and since that time
has supported its growth into the Coalition National of Voluntary Organiza-
tions with a membership of approximately 150. This approach has contributed
to considerably greater knowledge about donation behaviour and perhaps to
improved giving, but it has not led to a better understanding of how well all of
this activity meets pressing societal needs. The Department does, however,
offer support to organizations undertaking specific projects and these grants
are consequently more targeted. The Department of the Secretary of State, and
its stepchild, the Department of Multiculturalism and Citizenship, not only
provide grants to over 3000 organizations but have also encouraged the
formation of organizations which foster citizenship and improve the participa-
tion of under-represented groups in Canadian society.4>

However, the government now believes that many groups have become overly
reliant on government for their core funding (and, no doubt, there is some
chagrin that government has been sponsoring its own critics). The argument is
that, since many of these organizations have been in existence for many years,
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they should have been able to secure other sources of financial support. While
withdrawing its support for operating expenses of, for example, native and
womens’ groups, the federal government now wants to provide funding to these
groups through grants for specific projects.*® The problem with the shift from
operating subsidies to project grants is that elected and appointed officials may
unduly shape the agenda of the organizations undertaking the projects. (That,
of course, may be the point of the exercise.) Since it is unrealistic to believe
that other sources will move into the void, there is a strong case to be made for
governments to continue providing operating subsidies to underwrite the
maintenance of organizational infrastructure while relying instead on private
donors to sponsor special projects. This would ensure that fickle private
agendas are unlikely to lead to the demise of useful charities, and that the
financial risk and responsibility of funding projects are more widely spread.

The attitude of Canadian governments towards philanthropy is mixed. On the
one hand, current taxation and regulatory regimes encourage any kind of
charitable activity within very broad parameters, i.e., they support the overall
laissez-faire tendency in the voluntary sector. There is a loose link between
encouraging giving and directing, as far as is possible, funding and the creation
of new charities to address real societal need. There is no restriction, based on
an assessment of societal needs, on the kind of activity that should be under-
taken. On the other hand, all governments use subsidies to influence a signif-
icant percentage of nonprofit and charitable organizations. This policy
instrument can be used to encourage and direct activity towards real needs, but
it can also be manipulated to achieve political ends. However, when govern-
ments are viewed in aggregate, there has not been a wholesale abrogation of
responsibility for public goods, despite shifts in the way the federal government
supports charitable groups and widespread retrenchment at all levels of gov-
ernment. Indeed, it seems governments have not been persuaded, when con-
sidering the full range of public goods, that private donors and providers can
assume substantially more responsibility. The question for elected and
appointed officials remains: how can governments be assured that a more
heterogeneous set of players will effectively allocate and deliver public goods?

Articulating Needs: Organization of the Voluntary Sector

A deteriorating economy and resistance to higher taxation have meant that
there are increasingly fewer private and public sector resources to support an
increasing number of causes and organizations. The economic environment
which has wreaked so much havoc on the corporate and government sectors is
also having a profound impact on voluntary organizations. Jacquelyn (Wolf)
Scott has described the current environment of the voluntary sector as “turbu-
lent”47 and a “sector in crisis.”#8 She observed that members of the Coalition
of National Voluntary Organizations (NVO) are worried about: inadequate and
unstable sources of funding; diversion of too much energy towards seeking
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funds; less receptive attitudes on the part of governments and the public; and
broad shifts in the economic environment.4? As noted earlier, these develop-
ments point to increasing pressure on individual, corporate, and foundation
donors. If all causes seem important, how will private donors choose? How
will they know if the need they are addressing is really pressing?

This problem, of course, is not new. An important motivation for the creation
of the Community Chest (now United Way of Canada/Centraide) in the 1930s
was to reduce the complexity of interaction between donors and claimants as
well as to reduce proliferating appeals and provide the benefit of economies of
scale. IDPAR pursues more or less the same ends for its members by providing
a clearinghouse for information about the major capital campaigns of hospitals
and universities. However, it is important to emphasize that IDPAR does not
rank or indicate needs priorities®® and the problem of matching the needs of
various groups to those willing to support worthy causes has increased in scale
and urgency as economic pressures have mounted.

United Way/Centraide both collects and distributes funds among many differ-
ent organizations. With organizations in 120 Canadian communities United
Way/Centraide has an understanding of local needs unequalled outside reli-
gious groups. However, it is a very decentralized organization with a compli-
cated set of structures and methods for addressing national and regional
responsibilities. Research is often undertaken at the local level in co-operation
with local planning councils.’! The problem with these arrangements is that
the data and research findings are not readily available to individuals, corpo-
rations, and foundations not involved in United Way/Centraide efforts.

The other potential source of leadership and information about needs would
appear to be the Coalition of National Voluntary Organizations (NVO).
Formed in 1974, NVO is comprised of 150 of Canada’s leading voluntary
organizations. In many ways, however, NVO encapsulates the larger voluntary
sector’s problems. Until recently, it had little organizational capacity and
autonomy, operating with virtually no staff and making decisions on a consen-
sual basis. Nevertheless it was able to mount an effective lobbying effort to
have federal tax policy on charitable donations changed from deductions
(including a standard deduction) to the present system of tax credits.52 NVO
has recently sought to be more of a force in the charitable sector and to establish
stronger links with the federal government. Accordingly, it has started to
institutionalize by securing charitable status, appointing a formal board of
directors, and working to develop a strategic orientation and a research capac-
ity.53 Wolf reports that members are willing to reorganize to overcome their
difficulties. The most favoured strategies were to increase NVO’s lobbying
efforts to governments, to develop a higher public profile by getting involved
in public education about the importance of the charitable sector, and to
improve NVQ’s internal organization.>* Nevertheless those interviewed were
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unwilling to submit to binding policies or actions supported by a stronger NVO
and were not willing to devote more than a very small portion, if any, of their
budgets, to supporting an enhanced role for the organization.>> To this author’s
knowledge, the organization has never attempted systematically to canvass its
members about their particular funding needs and then to set out priorities and
strategic plans for each sector. To plan and set priorities is to make choices,
and perhaps this is too much to expect of any affinity organization with broad
and diverse membership.

While the voluntary sector has been comfortable with a laissez-faire approach,
it has not been able to deal effectively with the increased demands of its clients
and a tighter fiscal environment. Governments have also been reluctant to
develop a guiding sectoral vision. Political scientists who study the structure
and dynamics of policy communities would term this a “pressure pluralist”
network with little capacity to respond to the long-term challenges confronting
the sector, i.e., neither government nor various societal actors are well-organ-
ized or co-ordinated; they tend to worry about their own immediate survival;
and they have little capacity to produce a plan or a vision of where their sector
should be going or for sector-wide thinking about the financing and delivery
of public goods. Such a network structure does not present problems when the
economies and politics of a sector are stable, but it does present grave difficul-
ties during a time of sustained crisis when innovation becomes essential.>6
Nevertheless it is worth noting that Wolf observed that NVO members were
willing to consider, at least in principle, increased “sector-wide” action.>7 This
is consistent with the conclusion of political scientists that crisis often moti-
vates such networks to become better organized.

From Crisis to Opportunity: A Sectoral Approach

As economic turbulence buffets our country, governments are cutting or
reducing staff and programs and the private sector is undergoing considerable
restructuring. Canada itself is in the midst of being rethought and reconfigured.
We face the prospect of having to lower our expectations and our standard of
living and change our practices. Like the other sectors, the voluntary sector
must begin to position itself to thrive in a different environment. As David
Baker has observed:

In short, more are pursuing less, in both public and private funds, with competition
for funds intensifying and the cost of fund raising increasing. Such a situation reduces
the efficiency of the charitable sector and distracts it from its charitable purposes. For
example, fund-raising ability becomes the major factor in determining the composi-
tion of the boards and senior staff of charitable organizations. Is this the best way to
ensure that charitable purposes are served?®
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To be fair, changing the criteria for boards and staff is simply one way of
responding to emerging realities. We have already argued that adopting a social
charter will not solve these problems—it will not deal with the organizational
weakness of a laissez-faire, pressure pluralist network. All signs indicate that
a greater degree of co-ordination and collaboration will be necessary and, even
though charitable and voluntary organizations have evinced little interest in
doing so, it is essential that their attitudes start changing immediately.

Seeking to develop a more effective type of organizational response, I find two
points of departure, each with its own problem to overcome. First, we need to
create organizations with the capacity to identify societal needs and to evaluate
how well charities, government and other organizations are providing public
goods. As John Gregory has noted, “many Canadians have felt a need for some
kind of central clearinghouse of information, or a screening agency, to sort out
the genuine from the fake and the well-run from the inefficient, and to make
this information available to the public.”3® David Baker concurs, observing
that “other than the United Way, the Trillium Foundation and a few public
funders, such as the arts councils, there exist few organizations with the
mandate to examine the efficiency and effectiveness of charities”.60 There are
pitfalls. Gregory has expressed his concern that the Charities Review Board of
Toronto’s Better Business Bureau, though a step in the right direction, is not
providing impeccable information on charities.®! Indeed, Gregory also argues
that “the charities field becomes simply too confusing for people to keep track
of. Potential donors—and not just individual donors—and volunteers do not
know who is doing what, and how well.”62 How are we to overcome the reality
that it is next to impossible to track well over 60,000 charitable organizations
and the full range of public goods delivered by governments?

The second consideration is that, in my view, a successful drive to increase
private support for public goods is impossible unless supported by a strong
sense of community. One problem is that we have come to expect that public
goods will be supplied by an “impersonal” system. This militates against
developing a stronger sense of community and greater support for public
goods, since donors and taxpayers rarely see their contributions at work.
Indeed, although we have come to expect that the “system” will take care of
us, unless we receive direct benefits from it, we begin to doubt its efficacy and
merits. Many of us call for reductions in government and lower taxation while
insisting that our governments retain programs providing what we regard as
“essential” public goods. This sort of illogical thinking will not solve the crisis.
If we want to bypass or supplement government in order to provide public
goods and engender community, then we need to begin developing a culture
that supports such activity and generates the wealth to do so.

In my view the only way to deal effectively with the current crisis is to view
it as an opportunity to do things differently, no matter what pain is involved or
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the extent of the departure from current practices. It would be most productive
for voluntary sector representatives to begin thinking about these issues in
terms of the broad public goods sectors delineated at the outset of this paper:
education, health, religion, welfare, culture, the environment, and research and
development. One broad sector such as education could then be identified and
assessment of needs throughout the sector could be made. At the same time, it
would be necessary to develop an inventory of the roles and competencies of
individuals, corporations, foundations, governments, and voluntary organiza-
tions in the sector.®3 With this information it would be possible to determine
what kind of activities are best undertaken by different organizations, and what
sort of charitable giving is best designed to fill critical gaps.

This approach is being widely touted in the political science literature. In their
efforts to understand complex policy sectors, political scientists have deter-
mined, first, that it is no longer productive to examine the behaviour and
influence of different policy actors in isolation from the larger policy commu-
nities of which they are a part, and second, that it is not useful to generalize
across different policy sectors because their issues, organization, and character
may differ markedly.4 In other words, certain patterns in public goods provi-
sion that are appropriate for one sector may not work in another.

How does this sectoral approach address productively the problems of culti-
vating community and embracing diversity in extant communities? Richard
Scott and John Meyer have shown how to analyze local communities in the
context of a complex modern organizational society, with all its horizontal and
vertical linkages exacerbated in federal systems like those of Canada and the
United States.55 For the purposes of analysis, they believe that it is best to
identify broad “societal” sectors, similar to those identified above, which
include all of the relevant interrelationships between actors engaged in similar
kinds of activities. The implication is that it is then possible to work down to
the different communities which comprise the sector at the national, provincial,
regional, and local levels,5 and then branch out to consider the interrelation-
ships between government, voluntary, and private sector actors at each level,
as well as the smaller divisions into religious, ethnic, and professional com-
munities. While acknowledging the current and potential niches of different
actors with respect to the provision of public goods in the latter, the analysis
of this capacity must always be situated within the larger sectoral context.

To encourage this process, we need to establish permanent forums where
continuing research and ideas can be exchanged by all stakeholders in the
voluntary sector. This requires more than simply organizing regular conferen-
ces: we need to create several independent research organizations that will
focus on different sectors. These “sectoral institutes” would have two func-
tions: one would be to undertake the sectoral needs assessments and the other
would be to evaluate the performance of organizations that deliver public
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goods. Indeed, if a sector is too large and complex, it may be better to establish
separate institutes for each function. Depending on the sector, the institutes
would receive funding from some combination of government, foundation, and
corporate support. Some members of the voluntary sector may fear that adopt-
ing a sectoral perspective implies relinquishing a commitment to the voluntary
sector, but that is not the goal. Indeed, one critical locus for learning should be
across sectors through traditional voluntary networks, to compare what works
and does not work in different sectors.

Some might argue that these monitoring and needs-assessment functions
should be taken up by existing organizations like The Canadian Centre for
Philanthropy or the United Way/Centraide. However, it is important to bear in
mind the recent experience of Pollution Probe when it attempted to work with
Loblaws to identify products that were environmentally friendly. Many in the
environmental movement felt that it was inappropriate for Pollution Probe to
work co-operatively with organizations it had previously criticized, that there
was potential for conflict-of-interest situations to arise, and that Pollution
Probe might be co-opted by Loblaws or other companies. In the end, following
the resignation of the director of Pollution Probe, a separate organizational
entity was established to undertake this review function. The lesson for chari-
ties and the voluntary sector is that it would be inappropriate for organizations
devoted to either increasing giving or allocating funds to take up these new
responsibilities. Rather, new and independent organizations should be estab-
lished, whose only tasks would be to evaluate needs and performance.

Many readers are likely to argue that a sectoral approach is too “rationalistic”,
smacking of the planning mentality of the late 1960s and early 1970s and
perhaps serving to stifle the freedom to take up new or unpopular causes that
can make philanthropy an important vehicle for social innovation. These are
important considerations. It is essential to strike a balance between providing
direction and encouraging innovation. Co-ordination need not occur only
through state direction but can also be achieved by means of continuing
dialogue and the exchange of information.®” It would undoubtedly be counter-
productive to assault directly the laissez-faire culture of the voluntary sector;
however, sectoral frameworks would provide more information to individuals,
corporations, and foundations who, though not bound to stay within the
frameworks, would nevertheless have considerable incentive to fill the critical
gaps which have been identified. Information about larger social needs, when
combined with moral suasion and a genuine desire to do the most good, should
be a powerful inducement to change giving patterns.

Concluding Remarks: Next Steps

The laissez-faire approach to private support of public goods is not serving
Canada well. The previous section sets out a vision of how the voluntary sector

27



could reorganize itself to address its challenges along sectoral lines. But it is
not realistic to presume that the leadership and appropriate institutions could
be quickly put in place. I would like to suggest that the best way to begin would
be for key actors—such as the Secretary of State Canada, the Coalition of
National Voluntary Organizations, The Canadian Centre for Philanthropy,
IDPAR, the Canadian Association of Foundations, and the United Way/Cen-
traide—to sponsor jointly a series of modest research conferences to begin
exploring these ideas and workable institutional arrangements. It would be best
to limit the conferences to particular sectors, thereby increasing the probability
that informed discussions and concrete proposals would emerge. Given the
breadth of the proposed exercise, it might be advisable first to proceed with
pilot projects in only one or two sectors on an experimental basis. This would
reduce the costs of change and allow the more broadly based sponsors to focus
their energies and ensure success.

While many observers have stressed the theme of crisis in the voluntary sector,
the very constitutional and economic uncertainties causing the crisis are also
providing great possibilities for change. Canadians have positive attitudes
towards charities and giving.58 Survey data show that individuals and corpo-
rations alike do not equate increased charitable giving with reduced govern-
ment support for public goods.®® We are, therefore, not involved in a zero-sum
exercise. As a society, regardless of our national track record or even whether
Canada remains intact, we have an extraordinary opportunity to set out on a
new path, finding new ways to build community and to improve our levels of
support for public goods.
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