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I NTRODUCT ION

In the fall of 2008, The Project for New Philanthropy Studies hosted a

colloquium intended to advance our understanding of philanthropy as a self-

organizing system of human interaction and to explore the integral role of the

philanthropic order in the extended network of social cooperation that Adam

Smith called the “great society of mankind.” Robert Garnett, associate

professor of economics at Texas Christian University, generously served as co-

director of this program.

Of particular interest to us was to reexamine the relationship between

“the world of gift” (to use the title of a recent work by Jacques Godbout and

Alain Caille) and the world of modern commerce, conceived in the broad,

Smithian sense of Nobel Laureate Friedrich Hayek’s “extended order.” What,

if anything, distinguishes gifts from commerce? Can we still speak

meaningfully of a “commercial sector” as distinct from a “philanthropic

sector,” or a “market economy” as distinct from “gift economy,” or even a

“commercial transaction” as distinct from a “gift”? How might the theory and

practice of contemporary philanthropy be advanced by such a rethinking of

the commerce/philanthropy relationship?

A guiding premise of our conversation was that commercial societies

have always exhibited a complex dance of gift and commerce, contrary to

formulations that juxtapose the personal, altruistic realm of the gift to the

impersonal, self-interested sphere of the market. Economic modernity did not

drive out the role of gift but saw it transformed, first into widespread habits

of civil association and later into new philanthropic foundations organized

voluntarily to weave the wealth of industrialists back into the social fabric.

As we explored this integrated view of Smith’s Great Society as a complex

network of commercial activity and voluntary benefaction, we continually

asked ourselves: Does such a vision enhance our ability to understand and

enact a society that is both free and humane? Or is the philanthropic

enterprise better served by the conventional distinction between commercial

and non-profit sectors?

The four featured essays in this volume of Conversations on Philanthropy,

by Steven Grosby, Paul Lewis, David Ellerman, and Laurent Dobuzinskis,

grew out of that colloquium. Taken with the comments we have invited,
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these four conversations offer the reader a delightful and challenging garden

of forking yet recursive and intersecting paths. Indeed, the themes of these

essays not only entwine with one another but return to issues previously

explored in the pages of this journal. In the introduction to Volume IV, which

featured a symposium on the work of economist Kenneth Boulding, I noted

that Boulding alluded to the grant as “a sacrifice we may make in the interests

of our identity, for our identity depends very largely on the community with

which we identify.” Our current contributors, writing from diverse

disciplinary backgrounds, grapple with these very issues of identity and

identification in modern philanthropy and in the formation of commercial

corporations, states, and other social institutions. The reader who selects one

essay, one conversation, or reads the volume cover to cover will be provoked

to think in new ways about these important questions.

Steven Grosby’s essay sets the stage by tackling a critical problem in

modern economic thought which depends heavily on rational choice theory:

how to account coherently for human action that seems to benefit others more

than self. Grosby offers a supplement to rational choice theory in the

possibility of what he calls action on the basis of “disinterested interest.”

While Hayek argued that beneficence in the “extended order” was best

fostered and preserved by impersonal interaction in markets in pursuit of

one’s own interests, Grosby argues that a unique human capability for

disinterested interest may also act as a complementary catalyst for the

flourishing of society by enabling “an expansion of the understanding of the

self.” Grosby’s approach allows us to consider anew the pervasive criticism

that market activity diminishes us as persons and imagine that in fact it is in

extended commercial societies where we most have opportunity to become

truly philanthropic.

Grosby’s commenters engage fruitfully with different parts of his

argument. Extending Grosby’s attention to expansion of the self along a

temporal axis, Jonathan Imber reminds us that one function of philanthropy

has traditionally been to assist in the forging of collective memory. Imber

thus meditates on the streams of generosity and cultural tradition that flow

through philanthropic action over time. James Otteson asks us to test

whether Grosby’s analysis is compatible with the self-understanding of

Andrew Carnegie and elaborates the latter’s concern with problems of
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responsibility and indiscriminate giving in philanthropy. Gordon Lloyd

elucidates the American Founders’ solution to “Das Adam Smith Problem,”

particularly as it found expression in James Madison’s meditations on the

extended republic. Paul Schervish finally points us beyond the narratives of

memory, responsibility, and self-government to introduce a narrative of care.

Alongside history, ethics, and national biography, Schervish suggests that

philanthropy is also a process of writing our own moral biographies, and that

reflection on the process of identification of self with others through

philanthropic care may deepen our understanding in ways that the concept of

self-interest, even disinterested interest, may not allow.

Launched thus fully into the complexities of identity, interests, and

philanthropic commerce, we come to Paul Lewis’ essay, which introduces us

to the thought of Nobel Laureate Amartya Sen. Employing Sen’s concepts of

sympathy, commitment, and collective intentionality, Lewis provides cogent—

and arguably Smithian—grounds for fresh thinking about the nature of

philanthropic action. In addition, Lewis uncovers a fruitful consilience

between Sen’s and Hayek’s respective conceptions of rule-guided action and

uses it to broach a promising dialogue on voluntary association between two

of the great Smithian liberals of our time. Lewis’s framework suggests a

philanthropic interpretation of Hayek, showing how Hayek’s emphasis on the

emergence and evolution of formal and tacit social rules elucidates an

important locus of non-self-regarding commitment in modern societies.

Through Lewis’ interpretation of Hayek, we see how a willingness to

constrain our behavior in conformity to social rules and norms may be

regarded as a fundamental act of philanthropy in the modern extended order.

Taking Lewis’ analysis of Sen a step deeper, commenter Kevin Quinn

questions the priority of identity or commitment and concludes that

commitment gives rise to identity rather than vice-versa. The importance of

this point should not be overlooked, for Quinn suggests that it is commitment-

based normativity (which cannot be explained by materialist naturalism) that

forms the basis of collective intentionality. Shaun Hargreaves Heap also

addresses the problems plaguing not only economists but also evolutionary

psychologists searching for grounds for normative social preferences. He

highlights a critical issue in Lewis’ analysis, which is whether we can arrive

at a science of human behavior that allows us to attend seriously to the
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meanings that people attach to their actions. These essays suggest that some

sort of phenomenology of purposefulness is necessary if we are to explain the

processes humans go through to make sense of both their individual actions

and to establish social norms.

Lest we become entangled in an analytical hall of mirrors of interest,

disinterest, commitment and intentionality, David Ellerman brings us back

down to an institutional level and asks us to think less about how and more

about where people form and give expression to their commitments.

Ellerman provocatively forges Nobel Laureate Herbert Simon’s attention to

organizations within markets with A. O. Hirschman’s typology of the horizon

of choices individuals face in engaging with organizations (exit, voice,

loyalty). Taken with the assertion that “beyond the family, most people have

thick day-to-day participation in only one organization: their workplace,” this

results in a suggestion that the widely-held model of the modern American

corporation (versus the more traditional closely held firm or perhaps some of

the emerging employee-held models) poses an obstacle to effective collective

action within communities with which people identify. Ellerman thus hints

that modern corporate organization may tend to work against the expansion

of self, identification, and interests our other contributors have thus far

commended as a critical foundation of philanthropy.

While lamenting Ellerman’s unfamiliarity with the growing attention to

theories of the firm emerging from scholars inspired by Austrian economics,

David Prychitko on the whole welcomes Ellerman’s analysis and finds in it an

invitation to a host of questions that might guide future research into the

relationships between market, state, and philanthropic institutions. Roger

Lohmann, on the other hand, takes issue with Ellerman’s seeming

reductionism in omitting serious consideration of the logic of voice from

Hirschman’s original typology of exit, voice, and loyalty. For Lohmann, this

omission leads Ellerman to mischaracterize one important function of the

philanthropic commons, which is the exercise of voice, or participation in the

discursive process not only of defining and redefining social norms but also

of discovering innovations in human services, some of which may ultimately

transcend their philanthropic roots and be brought to market. A critical

question lurking beneath the surface of these essays is whether the theories

of market failure and government failure do much positive work for us in

understanding the genesis and role of philanthropic action in modern society.
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The last conversation in this volume takes shape around Laurent

Dobuzinskis’ examination of French scholarship that takes seriously the role

of gift and altruism in modern society. Dobuzinskis recounts the work both

of Marcel Mauss, the seminal anthropologist of gift, and Serge-Christophe

Kolm, a contemporary French economist who has written provocatively on

the role of altruism and reciprocity in modern economies. In a broad ranging

essay that draws upon such diverse sources as the work of Emile Durkheim

and modern theories of social production of knowledge (Yochai Benkler),

Dobuzinskis suggests that our effort to discover a foundation for philanthropy

in Anglo-American-Austrian classical liberalism may be complemented and

assisted through serious attention to a living French tradition that has dwelt

on similar issues.

Christine Henderson commends Dobuzinskis’ drawing of parallels

between the work of Kolm and Adam Smith, but expresses surprise that

Dobuzinskis does not draw more upon the native French tradition of civil

society analysis that can be found in thinkers such as Tocqueville,

Montesquieu, and Benjamin Constant. She also cautions that Dobuzinskis

may not take seriously enough the tendency of Mauss and Kolm to look more

to ad hoc legislation than to evolved law to foster philanthropic ethics and

outcomes in modern societies. The tension between law, legislation, and

liberty is also addressed by Jack Birner, who articulates a critical question

lurking across all the essays in this volume: “Is it better to have a market

society in which all transfer payments are defined by law in terms of rights

and obligations, or one in which they are gifts that depend exclusively on the

benevolence of individuals?” Birner notes that we may not be able to work

toward a fruitful resolution of this question until we have as thorough an

analysis of the legal order of philanthropy as Hayek provided us for the legal

order of the market.

Our conversations conclude with a comment by Jacques Godbout, whose

book was one of the texts originally informing the reflections of our four lead

authors. Godbout’s comments relate not only formally to Dobuzinskis’ essay

but reprise themes addressed by all of our contributors. Godbout suggests

that, in the end, our analysis of gift in modern society is not served by

viewing gift as an individual action (whether moved by individual

identification or collective intentionality), but rather by seeing gift as a
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relationship. Viewing gift as relationship allows us to see in a new light many

of the aspects of gift raised in these essays, as well as to reflect anew on the

relationships between philanthropic, commercial, and governmental means of

pursuing “the general welfare.”

This brings us back to one of the core questions over which we have

puzzled, which is why Hayek seemed to associate charitable giving with the

intentional beneficence of the micro-cosmos (family or face-to-face community)

and to accord it little role in the emergent beneficence of the market process.

Hayek’s analysis leaves us with the impression that philanthropy can seldom

generate general good in the extended order and that the philanthropic impulse

in the modern global economy may be counterproductive.

Hayek was hardly indifferent to problems of poverty and privation. His

normative defense of the commercial order was explicitly humanitarian,

signified by his view of market competition as a superior means of “inculcating

conduct that benefits others” and by his proposal to replace use of the term

market economy with “catallaxy,” a term whose Greek root (katalattein or

katalassein) means both “to exchange” and “to receive into the community”

or “to turn from enemy into friend.” “The morals of the market,” he writes in

The Fatal Conceit, “do lead us to benefit others, not by our intending to do so,

but by making us act in a manner which, nonetheless, will have just that

effect. The extended order circumvents individual ignorance . . . in a way that

good intentions alone cannot do—and thereby does make our efforts altruistic

in their effects” (81). For Hayek, the observance of abstract rules rather than

the pursuit of “known beneficial ends” best allows us “to confer benefits

beyond the range of our concrete knowledge.”

It is possible, however, (and Hayek seems to acknowledge this in The

Constitution of Liberty) that the desire to do visible good is not simply an

instinctual remnant of the pre-modern tribal order but is an inherently human

trait that seeks expression in modern social arrangements. If this is the case,

then what appears lacking in Hayek’s account is an understanding of the

indispensable role of human liberality and beneficence, and the purposeful

exercise of these virtues, even on behalf of strangers, in the extended social

order. Far from limiting our gifts to those known to us personally, many of us

today routinely make gifts that will benefit unknown others now and in the

future in ways that we cannot prescribe or predict. When we give to a college
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scholarship fund, for instance, we give for a variety of reasons and with an

expectation that certain guidelines will be applied to the awards, but we may

never know the individual who benefits from our gift. What role does such

impersonal beneficence, which confers benefits beyond the range of our

concrete knowledge, play in promoting social order?

A robust theory of philanthropic commerce might start by attending to

the knowledge that individuals acquire, employ, and convey in their varied

attempts to practice what Boulding called “the difficult art of doing good.”

And, this is the important addendum, such purposefulness should be viewed

not merely as individually constructed meaning, but should be examined as it

is embedded in and gives rise to evolving formal and tacit social rules, such

as “Do unto others as you would have them do unto you,” “First, do no

harm,” “Pay it forward,” “Give back,” and many others.

We hope that this volume will deepen our understanding of the

fundamental importance and potential of philanthropic giving in modern

social orders. If developed along the multiple lines suggested by our authors,

a classical liberal theory of philanthropic action might one day take its place

within a general theory of entrepreneurial action, such that donor intent could

be neither dismissed merely as an instinctual desire to do good for known

others nor feared as a rationalized pursuit of utopian good based in theories

of general altruism but embraced as a discursive (and intersubjective)

discovery process that guides other-regarding human action in local and

extended orders of cooperation. Such a theory, to achieve its envisioned

potential, would have to specify the epistemic tools and social processes that

allow catallactic communities—communities that succeed in coordinating

interests and expanding the spheres of mutual identification—to flourish. As

these creative conversations continue, however, they are animated by an

emerging consensus that centralized redistributions of resources (via the state

or even large-scale foundations) cannot readily substitute for, or relieve us of

the individual responsibility to partake in, the dispersed discovery processes

that continually reveal new opportunities for humane giving.

Our cover art for this volume seeks to evoke the view of gift as a

relationship through which we come to identify with one another and

establish not only friendships but harmonious social orders. Several of our

authors make reference to Marcel Mauss’ examination of Maori practices of
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gift giving. The photograph on our cover depicts the hongi, the traditional

Maori greeting in which the breath of life is exchanged and the stranger

welcomed as friend. But there is another equally important part of this

photograph represented in the moko, the traditional carved and stained

markings borne by the Maori. Each moko is a unique symbolic and sacred

work that speaks both to the personal identity and social standing of its bearer.

The traditional moko thus conveys a wealth of cultural knowledge to one

schooled in its semiotics. Without such meaning inscribed on our faces,

however, most of us are left to share our identity with others and forge

relational webs of trust primarily through more discursive means. The

relationship of gift discussed in this volume clearly remains an important

means to this process of self- and mutual discovery, as well as to the formation

of both cultural memory and hope.

Conversations on Philanthropy has itself been a beneficiary of the

discursive gift relationship this year, as we welcome a new board of

contributing editors. We are grateful to each person who has agreed to serve

the journal in this role and hope that the relationships we build will improve

the substance and style of the journal in the coming years.

Finally, I must note that this volume introduces a Book Review Section.

We stumble across one or two books a week that seem relevant to some aspect

of our conversations, and we are pleased to offer you a glimpse into some of

those titles here. Book Reviews will appear throughout the year on the

journal’s new website—www.conversationsonphilanthropy.org—and will be

collected annually for the print volume. We hope you enjoy this addition to

the conversation.

—Lenore T. Ealy

Series Editor
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PHILANTHROPY AND HUMAN ACTION

Steven Grosby

The Problem

It is not as if profound complications in our understanding of human action

have not been long recognized; we surely understand that human motivations are

so complicated that our pursuits appear at times to be contradictory. Adam Smith

in The Theory of Moral Sentiments drew attention to one such complication:

There is many an honest Englishman, who, in his private station,

would be more seriously disturbed by the loss of a single guinea, than

by the national loss of Minorca, who yet, had it been in his power to

defend that fortress, would have sacrificed his life a thousand times

rather than, through his fault, have let it fall into the hands of the

enemy (1982 [1759], 192).

The complication raised here by Smith is twofold: (1) how to account for

the coexistence of two contradictory orientations, self-interest and self-sacrifice;

and (2) with regard to this particular example of self-sacrifice, how to

understand the apparent transcendence of self-interest that is characteristic of

patriotism (see Grosby 2005). One can, of course, attempt to account for the

willing sacrifice of one’s life by understanding it as an act of self-interest, for

otherwise the individual would not have chosen to lay down his or her life for

the sake of their country. However, this accounting is little more than a tautology

that obscures the problem at hand: action for the benefit of others.

To recognize that “the ultimate end of action is always the satisfaction of

some desires of the acting man” (Mises 1949, 19) likewise does not address the

problem Smith posed. Whatever the satisfaction derived by the individual in

sacrificing his or her life, the benefit or return of this action accrues not to that

individual but to the nation. One can obviously respond by noting that the

individual has an interest in or attains satisfaction from the well-being of the

nation to which he or she is attached. Still, two pressing problems remain: (1)

how to understand the character of the attachments of the individual to

Grosby, Steven. 2009. Philanthropy and Human Action. Conversations on Philanthropy VI: 1-14.
ISSN 1552-9592 ©2009 DonorsTrust.
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collectivities, above all when the latter appear “existential” (such as to family

and nation), that at times elicit self-sacrifice; and (2) how to reconcile the

individual’s choice with the fact that the desired end in this instance will not be

to the advantage of the individual because he or she will no longer be living.

These observations about the above example are not intended to dismiss

established understandings of economic behavior or what is known as the

theory of rational choice. Much of human behavior is about solving problems to

address the “uneasiness,” as von Mises put it, that is an unavoidable

consequence of the openness of the human mind to the world. In this account,

human behavior is rationally purposive in the sense of the individual

determining means to achieve a chosen end. The idea of economic behavior

stipulates that when an individual acts, the person does so as if choosing the

means to maximize his or her own satisfaction or realize the maximum quantity

of some end. Similarly, in the theory of rational choice the individual is assumed

to be capable of calculating the costs and benefits of different situations and then

arranging his or her actions so that the benefits to the individual are maximized

while minimizing the costs. (For more on the theory of rational choice, see

Coleman 1990. Regarding economic behavior, Knight contains numerous

penetrating insights into the complications and limitations of economic analysis

as an explanation for human behavior [1956]).

These explanations of human behavior and those related to them, such as

F. A. Hayek’s analysis of the extended order of the market (1988), are obviously

heuristically powerful. However, the example raised by Smith points to actions

undertaken by the individual for the benefit of others, hence philanthropy—

actions that do not invalidate an economic or rational choice theory of action but

do require an additional, different explanation.

To recognize the specific complication posed by action for the benefit of

others is to confront, and thereby expose, the ambiguity of the term “return,”

because the gift of philanthropic activity may be freely given with no guarantee

of return to the giver; for if the term “gift” has a distinctive meaning, it is

because it refers to a voluntary and apparently “disinterested” act (Godbout

1998, 20, 54, 66). If so, the ideal of economic behavior and the theory of rational

choice must be supplemented. To act for the benefit of others further points to

attachments formed by individuals different from those of the extended order of

the market, constituting varying kinds of a “we” that imply an expansion of the
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individual’s conception of the self. It appears that the attachments or social

relations constitutive of some groups indicate an orientation of human action

beyond that of the interest of the individual (in this sense, transcending the self)

as the term “interest” is usually understood in the theories of economic behavior

and rational choice.

To be sure, the existence of many different kinds of groups does not

abrogate the fact that the choices and actions in question are those of

individuals, and thus should be examined through what is known as the

principle of methodological individualism. However, to recognize the existence

of a plurality of groups to which individuals may become attached complicates

(or ought to complicate!) our understanding of human action. As Frank Knight

rightly observed, “it is a fundamental error to take the individual as the exclusive

datum because some sort of family life, and far beyond that, some kind of wider

group into which the individual is also born and develops and to which he or

she is, in varying degrees, loyal are also data for our understanding of human

action” (1982 [1947], 84-6). We will return to the problem of “group life” later.

Of course, the possibility of “disinterested” action has also long been

recognized, perhaps most famously by Adam Smith in his analysis of the

“impartial spectator” in The Theory of Moral Sentiments. Implicit in that analysis

was Smith’s view of the mind, its capacity for disinterestedness indicating an

imaginative ability through which considerations of what is right or of a

common good can coexist with individual self-interest. Detailed examination of

the sometimes acute problem of that coexistence—for example, the nature of

“regret” or the relation between the individual and the group—would take us

into directions too far from the subject of this paper. And I shall put aside for the

time being consideration of the character of those attachments to others—

specifically, sympathy, expressed through philanthropy—that are seemingly

made possible by this expansive, imaginative capacity. More relevant to the

bearing of this imaginative capacity on the problem philanthropy poses to an

understanding of the complex motivations of human action is the following

series of questions raised not so long ago by Edward Shils (2006, 197-200): “Why

(according to the theory of rational choice and the ideal of economic behavior)

does the individual think only of his own gratification as the right end of his or

her actions? Why does he or she not think of the gratification of the ends of

others? Is it possible for an acting subject to attribute intrinsic value to the
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realization by others of their own interests?” If it is possible, as would seem to

be the case in philanthropic activity, then a conception of “interest” or “return”

different from that of economic theory and rational choice is entailed, because

an individual can indeed act “disinterestedly” with regard to the realization (or

frustration) of his or her own interests.

If there is merit to this idea of disinterested action, then as Shils further

observed (2006, 213), what would be required is a different, more expansive

conception of the mind that recognizes its imaginative capacities, a conception

that accounts for instances of disinterested or “selfless” action, of works of

charity, of works on behalf of an ideal (as in the example raised by Adam Smith),

of works on behalf of others whom one knows or does not know, which impose

costs on the individual while conferring benefits to others. In contrast to Shils’

observations, the explanations of economic theory and rational choice for

human behavior, despite their wide applicability, must nonetheless be judged to

treat the mind of the individual as if it were hermetically sealed by the

individual’s pursuit of only his or her own advantage and, as such, considered

unproblematic because it is homogeneous in its orientation. But does human

experience confirm this homogeneity, where different ends are comparable in a

calculus of preference? In other words, are there or aren’t there moral dilemmas?

Is not “regret” something different from the “accident” that could have been

avoided if only we had sufficient information? Do we not sometimes take into

account what is right and not merely efficacious or self-serving when confronted

with a difficult choice? Here again the individual may very well achieve

satisfaction from acting in accord with what he or she perceives to be the right

thing to do, hence a return, but he or she may do so at considerable cost while

the benefit of the action accrues to another. Moreover, our problem is brought

into even sharper focus when what is implicit in acting in accord with what is

right is made explicit: human action is influenced by ideas—ideas (note well)

that may be in tension with one another.

The Burden of an Analytical Tradition

Now, there is nothing new in the recognition of distinctive purposes of

human action (see, for example, Grosby 2002). It is certainly implicit in Wilhelm

von Humboldt’s The Limits of State Action, where he insisted that the “variety

of situations” was characteristic of humanity (1993 [1792], 10-12). One should
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not understand the phrase “variety of situations” as merely referring to the

dispersion or decentralization of knowledge of different, i.e. specialized, human

activities arising from the division of labor as impressively noted by Hayek in his

analysis of the extended order of the market as an information-gathering process

(1988, 14, 77, 122-23). While there is likely an overlap between what Humboldt

and Hayek meant, Humboldt’s argument turns on the “manifold diversity” of

distinct and separately exercised faculties of human nature; his understanding of

freedom appears to imply a qualitative diversity of human experience and not

only a division of labor. In the conclusion of this paper we shall return to both

Humboldt’s and Hayek’s arguments as they bear on the actions of the

philanthropist.

Perhaps the most influential analysis of distinctive orientations of human

action is Ferdinand Tönnies’ Gemeinschaft und Gesellschaft. As we shall see, one

can observe its influence, even if unacknowledged, on works such as Hayek’s

The Fatal Conceit. The influence of this analytical tradition has been an obstacle

to the development of a full understanding of human action.

Tönnies’ well-known contrast between the categories of “community” and

“society” is not our primary concern here; more to the point for understanding

philanthropy was Tönnies’ analysis of two distinctive forms of action

corresponding to the social relations of community and society: respectively,

wesenwille (natural or essential will) and kürwille (rational or arbitrary will)

(1940 [1887], 119-73). This distinction turns on the character of deliberation,

between, on the one hand, where the action (or the will) unavoidably includes

thinking, and, on the other, where thinking directs action (or the will). The

former, wesenwille, is characteristic of impulsive action (such as courage) or

habit. Thinking is by no means absent in such action, but it is infused with the

intimacy of the social relation: intensively so as with courage, or moderately so

as with habit. And it is with this form of action that, according to Tönnies, one

finds sympathy. The prototypical social relation of this form of action is an

example of what was referred to above as an “existential” collectivity: the family,

where one’s actions are bound up with the thought of gratifying or promoting

the ends of other members of the group, with little or no calculation of the costs

incurred to oneself. In contrast, kürwille is a form of action motivated by the

thought (thus, prior to the action) of satisfying one’s own need, hence, the

prototypical social relation is that of exchange. Characteristic of kürwille is the
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individual’s orientation toward the attainment of what is desired by that

individual, and as such it does not, according to Tönnies, encompass a

“positive” (or for the purpose of this paper, philanthropic) attitude towards one’s

fellow human beings.

Clearly, as has often been acknowledged by Hayek and many others, few

institutions throughout history have been more positive for humanity than the

market, where the producer must adjust his activity in response to the wants of

the consumer. Yet the producer does so in expectation of a return to him or her—

a motivation different from what Tönnies meant by the sympathy with or

positive attitude to one’s fellow human beings of the wesenwille, where one may

sacrifice one’s advantage for the benefit of others. The merit of Tönnies’ analysis

is that it recognizes this sympathetic form of action.

Despite this merit, Tönnies’ analysis suffers from two flaws. First, the

sympathetic relations of intense and often highly integrative attachments that were

characteristic of Tönnies’ wesenwille are observed not only in the family and the

tradition-bound village. They are also found, for example, in the enthusiasm of the

religious sect, manifestations of the world religions that are sometimes referred to

as “fundamentalism,” the patriotism of the nation, and true friendship. In all of

these examples it appears that the individual often acts for the benefit of others,

and often with considerable costs borne by the acting subject. Given this diversity

of the ends of “selfless orientation,” if it may be provisionally put this way—

ranging from family, friendship, and nation, to God—one wonders whether too

much about human action is obscured by subsuming it under the category of

wesenwille or “self-transcendence.” One should, for the sake of conceptual clarity,

distinguish the love between a man and woman from the loyalty between friends,

and both of these from the bond between mother and child.

Be that as it may, the fact of this diversity allows us to see a second, widely

accepted flaw in Tönnies’ analysis: it is clearly inaccurate to segregate out

wesenwille as being in some way “residual” in the life of what is fashionably

called “modernity.” The anthropological expression of such segregation is when

this kind of action is described as characteristic of the “primitive mentality” of

the tribe, as indicated, for example, in the gift (see the discussion in Godbout

1998, chapters 7-9). It is thus to the credit of scholars such as Jacques Godbout

when he rightly remarks, “the gift is just as typical of modern and contemporary

societies as it is typical of ancient ones” (11). In fact, we come right up against
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the limitations of Tönnies’ analytical dichotomy when the gift is made not to

those with whom one has face-to-face relations, as within the family or village,

but to strangers. Likewise, one ought to reject as too facile the historical

expression of this segregation; for example, Henry Sumner Maine’s argument in

Ancient Law that the history of human relations is a movement from status to

contract. Such a historicist dichotomy only obscures the complexity of human

action, both today and in the past. This is not the place to show at any length

how Maine’s dichotomy not only misrepresents modern relations but also those

of antiquity. Suffice it to observe that membership in the modern national state

is largely based on status, i.e. birth, and in antiquity contractual relations and

commerce were by no means unknown, as indicated by, for example, the

Assyrian evidence from as early as 1800 B.C.E. (see Veenhof 1997).

Hayek’s The Fatal Conceit is an interesting example of some of the problems

that arise from the influence of Tönnies’ developmental dichotomy. At times

Hayek recognizes an incommensurable diversity of the orientation of action; he

observes, for example, “part of our present difficulty is that we must constantly

adjust our lives, our thoughts and our emotions, in order to live simultaneously

with different kinds of orders according to different rules” (my emphasis) (1988,

18). Here Hayek is referring to the difference between, on the one hand, actions

of solidarity and altruism (which we can extend to philanthropic activity) that

he, in the tradition of Tönnies, associates with the family or a small band or

troop (Gemeinschaft), and, on the other, the competitive cooperation of the

extended order of the market (Gesellschaft). Similarly, Hayek again recognizes

this “pluralism,” if you will, of the orientations of the mind when he remarks,

“men may find some previously unfulfilled wishes satisfied, but only at the price

of disappointing others” (74). Thus it appears that one can find (albeit

submerged) in Hayek’s analysis a place not only for self-interest but also for

sympathy and the moral dilemmas that are at the basis of regret.

However, one discovers the influence of Tönnies’ historicized dichotomy on

Hayek’s thought when he appears to characterize an orientation to solidarity and

altruism as evolutionary residues: “the feelings that press against the restraints of

civilization are anachronistic, adapted to the size and conditions of groups in the

distant past” (1988, 20). Others of his comments about the existence of these

feelings of different orders of “worlds” of experience are perhaps more nuanced,

as when he writes, “nor is it suggested that developed morals (of the extended
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order of the market) that restrain and suppress certain innate feelings should

wholly displace these feelings. Our inborn instincts (one presumes, for example,

the biological propensity to altruism to further the ‘interest’ of genetic

transmission of the kin-group, which must be variously understood, indicating

that we are never dealing merely with instincts) are still important in our relations

to our immediate neighbors, and in certain other situations as well” (131).

One gets the sense from only these few excerpts from Hayek’s The Fatal

Conceit that there is a problem with his understanding of human action and that,

further, he was aware of it. Perhaps his problem of wavering between

recognizing a fundamental pluralism of human affairs (that, for our purposes,

acknowledges the generosity of philanthropic activity as one among a number

of diverse orientations of action) and subordinating that diversity to a

developmental and evolutionary schema is emblematic of the complications

before us in understanding human action. Be that as it may, despite the obvious

merits of Hayek’s powerful analysis, it does not help us very much in

understanding what I have called “disinterested action.” The latter factually

cannot be confined to the family or to the face-to-face relations of Tönnies’

wesenwille-infused Gemeinschaft or to Maine’s social relation of status. It does

not help us to understand the freely given, modern gift to strangers that is often

given without thought of return, as that latter term is usually understood.

Generosity and the Paradox of Disinterested Interest

It may very well be that if we extend the definition of return beyond the

circulation of goods and services, then there is always a return and this return

is considered important to the donors of philanthropy (Godbout 1998, 93).

Nevertheless, there is, as noted, an unsatisfactory ambiguity here in this use of

the conception of return because, however valid its reference may be to the

philanthropist’s achieved satisfaction, the gift or the philanthropic act in

general is not given or done with the expectation of reciprocation, at least not

to the direct benefit of the benefactor. This is not in any way to deny that the

philanthropist may or even should want his or her donation to be spent well,

and in this sense may expect a return in the form of expected outcomes,

irrespective of how difficult it may be to ascertain them with any degree of

precision. Instead, the complication, once again, for understanding human

action consists in the fact that philanthropic activity, especially today, is
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undertaken to address a perceived deficiency of a state of affairs of others, and

as such it is done in accord with an image of some ideal or an understanding

of what is right. It is in this sense that I describe such action as being

“disinterested.” Thus our understanding of homo economicus as an explanation

for human behavior must be supplemented by factors that can account for the

act of generosity undertaken in the service of an ideal in the absence of external

compulsion. Despite the apparent paradox in the following phrase, don’t those

facts of human action, expressed in generosity, entitle us to acknowledge the

possibility of a disinterested interest?

Just how should generosity be accounted for in our understanding of human

action? As I have briefly pointed out, the theoretical dichotomies, irrespective of

their heuristic value, are obstacles to an attempt to account for generosity. It

cannot be adequately accounted for as an evolutionary residue or characteristic

of the status relation of the past. A preliminary response to the problem of how

to understand generosity has been to draw attention to what it likely indicates

about both the imaginative capacities of the mind and the diverse orientations

of action. Let us see if we can push a bit further.

In The Gift, Marcel Mauss in his discussion of the Maori custom of gift-giving

remarked, “to give something is to give part of oneself” (1967 [1925], 10). One

need not understand this interpretation of the Maori gift as indicative of what

Lévy-Bruhl called “primitive mentality,” where persons and things are confused

because the latter is thought to contain the spirit of the giver. To do so wrongly

prejudices the phenomenon as being in some way not modern (as Lévy-Bruhl

came to understand near the end of his life). After all, there are numerous

instances in modern behavior where a similar conceptual conflation between

animate and inanimate can be observed—for example, in our distinction between

“house” and “home.” Clearly, whenever one creates something, one puts a part of

oneself into an object. Thus one can extend Mauss’s observation about the Maori

custom of gift-giving by noting that in modern philanthropy the philanthropist

gives a part of him- or herself, and in so doing, a particular kind of relationship is

formed between the donor and the recipient, as Godbout noted (1998, 7,13, 20).

But what kind of relationship is it? Its motivation, as Tönnies saw, certainly

appears different from the return of economic exchange, even though the donor

expects an improvement as a result of his or her philanthropic action. To seek

improvement of a state of affairs of others, however, indicates that the social
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relationship formed when the philanthropist gives part of him- or herself is done

for the sake of bringing a modicum of balance to bear on a relationship that was

initially perceived to be in some way deficient (see Godbout 1998, 142-43). How

are we to understand the philanthropist’s motivation to improve a situation

perceived to be deficient?

Can it be that the relation initiated by the act of the generosity of the

philanthropist may be motivated by sympathy? There is a danger in such a

proposal, that it will be judged as lacking in conceptual rigor, that it is

“softheaded.” Perhaps it is, but even so it may be accurate. The perceived

deficiency in comparison with what the philanthropist views as a proper or right

state of affairs arouses the sympathy of the philanthropist. If so and if there is

merit to Humboldt’s observation that “there is something degrading to human

nature in the idea of refusing to any man the right to be human” (1993 [1792],

68), then human beings can sympathetically respond to such degradation. That

they often do so is clear enough from the known facts of the extraordinary

amount of philanthropic giving today, at least when the tradition of gifting is not

undermined by having been “crowded out” by the state.

In this brief discussion of human action, attention so far has been

concentrated on the character of the action per se, meaning whether it is self-

interested or selfless. However, because the action is usually directed toward

another person, the possibility arises that the character of our action may vary

according to how we view the other person. At some level we know this to be

true, for actions between members of a family are different from those with

whom one has entered into a contract, for example. What is at stake here for

understanding human action will become clearer by reformulating this

possibility in more familiar terms. Ideally, the economic relationship of the

exchange of goods and services in the modern, spatially extensive market is one

in which there is an impersonality between the contracting individuals. In the

temporally episodic, contractual relationship, both parties either suspend or

ignore altogether many of the qualities they perceive in each other as both

pursue their own advantage within the agreed-upon terms of the contract. And

as has long been noted, one consequence of this irrelevance of personal qualities

as evaluative criteria for entering into a contractual relation has been to foster a

degree of toleration. However, there are actions today where the actor does take

into account as significant perceived personal properties of the other. This is so



V O L U M E V I 2 0 0 9 . . . 11

P h i l a n t h r o p y a n d H u m a n A c t i o n

not only with the family or with those with whom one has face-to-face relations,

for many are also inclined to have greater sympathy for their fellow nationals

even if they have never met them.

One can account for this sympathy and the generosity it often implies as

resulting from “birth establish[ing] a state of indebtedness” as Godbout has

done (1998, 40). But there is more to it than that; there is a perennial tendency

to form temporally enduring, binding relationships based on the criterion of

nativity, what I referred to above as “existential” relations and have in the past

referred to as “primordial” relations. This orientation of the mind elicits a

peculiar form of interest because of the perception of evaluative properties of the

self, having to do with nativity (both familial and territorial), being shared by

others. One often behaves preferentially to these others, so much so that one

may act on their behalf, as in the example posed by Adam Smith. I have, in a

conceptually clumsy fashion, attempted to capture the distinctive peculiarity of

this interest by describing it as “selfless” or “disinterested.” Deserving of further

attention about this one orientation of the mind to the significance attributed to

nativity is the fact that other, more instrumental and temporally episodic

activities (for example, the time spent obtaining a higher education) can be

infused with aspects of this relationship such that the university becomes “my

university”; it becomes part of the understanding of the self, and the person is

loyal to it. And of particular relevance for our understanding of philanthropy,

“your” university becomes an object of your generosity.

The importance for philanthropy of these observations about the relevance

to the acting subject of evaluative, personal criteria of the other is that those

criteria often limit the scope of our sympathy, thus influencing the objects of our

generosity. There is nothing surprising about this, nor do I think such a

limitation should be regretted as being in some way antithetical to philanthropy.

In fact, given this peculiar form of interest, the individual’s sympathy is more

likely to be aroused, as it involves an expression of the individual’s

understanding of the self; that is, the individual’s disinterested interest is

heightened because the perceived deficiency is understood as bearing on one’s

self-conception. Thus individuals are more likely to act generously on their own

initiative, and by so doing will increase their own personal development,

especially when the philanthropic gift is not compelled but instead springs from

free choice (see Humboldt 1993 [1792], 23, 36). What is particularly intriguing
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about this development of the character of the philanthropist is that it indicates

an expansion of the understanding of the self such that the generosity is for the

benefit of others to whom one understands oneself as being in some way related

(for example, future attendees of “your” university).

Furthermore, it is likely that the interest or goal served by the philanthropic

activity within such a delimited but potentially expansive sphere of sympathy will

most likely be more efficacious precisely because it is undertaken by the individual

within his or her own local situation, where, as Hayek noted, “the information

which only the individual possesses will be used only to the extent to which he

himself can use it in his own decisions as he works upon the particular task he

has undertaken in the conditions in which he finds himself” (1988, 77). Hayek’s

observation here about the nature of the information provided by the extended

order of the market applies equally to the disinterested interest of philanthropic

activity whenever these actions are not warped by a centralized authority

controlling the development of information. It is thus not the least bit surprising

that there is a great deal of evidence showing that philanthropy achieves greater

success when it is able to draw upon the active engagement of the philanthropist

and his or her immediate environs, specifically the generosity of neighborliness,

the latter subject to variation (see Godbout 1998, 73, 58-61).

Conclusion

Much is at stake here, far beyond the concerns of Hayek, requiring a broader

appreciation of what philanthropy indicates about the capacity of the human

mind. Insofar as civility—the virtue of the citizen—requires disinterested interest

in what is right not for the direct benefit of the individual but for the country,

the generosity of philanthropy achieves significance far beyond that of charity.

After all, to allow freedom of speech and freedom of association is to be

extraordinarily philanthropic, because to do so is in principle to tolerate what

one may not approve of out of fidelity to the appreciation and cultivation of what

it means to be human. Given this significance, one cannot be indifferent to the

cultivation of a generous character.

In this context, Hayek’s observation about the necessity of decentralized

and local knowledge (and the spontaneous activity that it implies) for the

development of the information of an efficient market must be broadened

beyond consideration of the threat that centralized planning poses to such
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efficiency. As Humboldt noted, “as each individual abandons himself to the

solicitous aid of the state, so, and still more, he abandons to it the fate of his

fellow-citizens. This weakens sympathy and renders mutual assistance inactive”

(1993 [1792], 21), thereby undermining not only civil engagement but also

important aspects of what it means to be human.

All well and good, as the sphere for our sympathy and its attendant

generosity is cultivated and expanded beyond family and neighborhood to

encompass one’s own nation; still, it is your country. Thus a further conundrum

of modern philanthropy remains to be addressed: generosity to strangers. Clearly

the sympathy shown to strangers is less than that shown to those encompassed,

however tenuously and variously, by one’s understanding of the self, irrespective

of how expansive the latter can become. And yet gifts are made to strangers. No

doubt the generosity to strangers has been fostered by the monotheistic

religions, but let us turn this obvious observation upside down by assuming that

the imaginative capacity of the mind to transcend the interest of the self is what

makes this limitless sympathy possible. We can then conclude that it is possible

to have an interest in acting disinterestedly.
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generosity, vulnerability,
and immortality

Jonathan B. Imber

Steven Grosby has carefully argued for his idea about the significance of

“disinterested interest” as one basis for understanding the motivation to be

philanthropic. Motivation itself is one tough nut to crack, and it reminds me that the

better part of all judgment that we have of others is by necessity—that is, through

experience—rooted in our observations of their actions rather than the reasons they

may give for them. Economic thinking, however much it is extended into other fields

by the theory of rational choice, elides the difference between motivation and action,

settling instead on judging results or outcomes as the principal measure of success.

Such thinking has about it an air of triumphalism; after all, whatever counts as

failure indicts motivation as a causal ingredient in a formula for action that would

count generosity, for example, as “rational” only insofar as the provider does not

give away so much that he or she becomes the one requiring provision.

Of course, to be generous is not a characteristic determined by any single

aspect of identity, such as one’s social class. The possession of wealth is no

guarantee of generosity, and poverty by no means precludes it. In the tradition of

social exchange theory, the act of giving is predicated on mutual understandings of

reciprocity. I give, and you acknowledge that I gave. These types of understandings

go beyond the prerequisites of a market economy, where assumptions such as “I

pay, you deliver” or “I prefer, you accommodate” work only insofar as reciprocity

and reputation mutually reinforce one another. The act of charity is for most

purposes not all that different, except that the motivation to give, as Grosby rightly

recognizes, is more than natural, though it may be that too. To say that it is

supernatural, that is, beyond the testing alone that observation of action may

provide, is to say that we see a purpose to it that transcends acknowledgment from

others as the required proof of its importance or significance.

Imber, Jonathan B. 2009. Generosity, Vulnerability, and Immortality. Conversations on Philanthropy VI: 15-20. ISSN 1552-9592
©2009 DonorsTrust.
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Philanthropic Greatness

The problem with what I have outlined thus far is that the history of

mainstream philanthropy has always been tied to the existence of great wealth,

great persons, great institutions, and great notice to that wealth and to those

persons and institutions. This is not all that shapes this history, but it is part of

the canonical patterns of all kinds of progress that such notice is given and

recorded for posterity. If you travel to Freeport, Maine, you will see that the

building that used to be the public library there still bears the name of Andrew

Carnegie even though the structure now houses a clothing store. Carnegie’s name

is engraved in stone, and despite the commercial dissonance that mixing his

name and the store’s name may cause, it was retained either as a reminder of his

beneficence or, more likely, as a testament to a simple cost/benefit calculation

that its removal would either look like a defacement or would not be worth the

cost required. The name Carnegie, chiseled in stone, will endure no doubt much

longer than a line of clothing. This might be considered as exemplifying the

difference between the pursuit of long-term and short-term gains.

The long term is not the same as immortality, but inscriptions in granite,

whether on a library or tombstone, are also more than displays of affluence.

Why anyone is motivated to pay anything for the sake of honoring another

person, beyond the good impression it may provide to others, is hardly a

mystery. Our vanity depends on others. To be thanked and to expect to be

thanked are primordial elements in what motivates us to act on our own or

another’s behalf. In the recent book On Kindness, by psychoanalyst Adam

Phillips and historian Barbara Taylor, this primordial assumption is updated by

the observation that to be kind and generous is also an act of consummate

risk-taking, opening the one who exhibits kindness to the vulnerability of

rejection by others. The psychoanalytic lesson is molded with the historical

judgment that our current era is less encouraging of kindness because a

therapeutic or narcissistic age guards especially against allowing one to be

vulnerable to others. Adam Smith viewed this from another perspective when

he wrote, in The Theory of the Moral Sentiments, “To oblige [someone] by force

to perform what in gratitude he ought to perform, and what every impartial

spectator would approve of him for performing, would, if possible, be still

more improper than his neglecting to perform it” ([1759] 1982 II, ii. 1.3).

Generosity and gratitude for it, if demanded or coerced, lose their meaning as

virtues. Smith assumed nothing about vulnerability as a kind of cost attributed
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to a loss of self-esteem. Instead, in his time, unlike our own, shaming someone

to be grateful was simply viewed as a morally inferior way of inducing the

virtue of gratitude.

The choice to be generous and to be grateful for generosity, however such

generosity is conceived, is not grounded in an appreciation of mortality (“you

can’t take it with you”) but rather in a much more mundane appreciation of

the possession of things themselves. The moral superiority of choice—not

rational choice—depends on the value of things not only in sentimental terms

but also in terms of their ascribed importance in the preservation of collective

memory. Among the greatest philanthropists are often found the greatest

“collectors” of art, books, and other possessions of economic value but not of

economic value alone (such as gold and silver). To acquire certain things, to

collect them together, often in one place, and to organize their presentation to

others, are all actions that serve to create a collective memory. The inspiration

to do this is what often gives greatness to wealth.

But this kind of greatness is only for the few, and even those few face

difficulties in imagining how to shape that collective memory. Who defines for

the wealthy the purposes to which wealth can and should be put? In addresses

about the dangers of riches, such figures as John Henry Cardinal Newman and

John Wesley argued that those with wealth had a responsibility to use it

constructively. Newman was nevertheless suspicious of this purpose: “Even

when his conduct is most disinterested and amiable, as in spending for the

comfort of those who depend on him, still this indulgence of self, of pride and

worldliness insinuates itself. Very unlikely therefore is it that he should be

liberal towards God, for religious offerings are an expenditure without sensible

return and that upon objects for which the very pursuit of wealth has

indisposed his mind” (1898, 358). Both Newman and Wesley reproached those

who acquired money for its own sake, with Wesley referring specifically to

pleonexia, the condition of a desire to have more, in particular from others and

at their expense. To covet, of course, is not the same as to collect, but whatever

shape the amassing of things may take, the achievement invariably is at the

expense of some other effort toward some other purpose.
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Traditions of Purpose

Government acquires wealth at the expense of others in the form of all

manner of taxation, which is given up voluntarily as the law representing the

people’s will requires. That wealth is redistributed in all manner of ways,

including the great forging of collective memory, for example, in the form of

public monuments. However they have come about, these are monuments to

what Americans at least historically aspired to view as greatness in the spirit of

service to the nation. Philanthropy has long complemented such memorializing

by helping to build institutions that revere and promote national purposes,

education being the most conspicuous among those purposes. These kinds of

purposes answer the question raised above about who defines for the wealthy

the purposes to which wealth can and should be put. Such purpose has already

been established in traditions that antedate the role that government has come

to play in the last several centuries. What is at stake is how vast, private wealth

can emulate the state not only in its welfare functions but also in its

commemorative ones. That is, the forging of collective memory has never been

exclusively a public function (i.e., the responsibility of government), but there

is a Kulturkampf in place that makes all philanthropic action problematic in

terms of the definition of that memory. The struggle itself has understandably

been most intense within our educational institutions because they have most

immediate access to impressing future generations.

Philanthropic activity typically takes place at levels of local, rather than

national notice. The thousands of names associated with rooms and buildings

in our colleges and universities, for example, are literally unknown to both

faculty and students, even at the time the gifts are made. Within a few years,

the names associated with these acts of giving are familiar to everyone, even

though no one knows in any personal sense to whom the names refer. Here is

one paradox of collective memory: the Lincoln Memorial melds person and

history together in a collective act of national purpose. Beneath that level of

purpose, the actions of particular persons melt away and disappear, leaving

their acts of generosity fully embedded in the traditions of purpose already

described. So it is with most acts of generosity. The gratitude is for an

opportunity assured for others rather than exclusively a debt incurred to be

paid by others. Giving back to one’s school after graduation is best understood

as a traditional act of generosity. The “larger donors,” as they have come to be
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called, may imagine that the appreciation for their acts of generosity is in some

manner more special than the lists of donor names by graduating class that

appear in every alumnae magazine across the country. Joseph Epstein suggests

that these feelings of self-importance are just that, and that they arise in our

narcissistic age as a consequence of the loss of religious meaning in the lives

of so many, especially among the wealthy. Like the admonitions of Newman

and Wesley, Epstein’s humor at these wealthy donors’ expense is proof enough

that the required puffing up to get the big givers to give is the therapeutic

complement to what Smith decried as the morally inferior expectation that one

might be shamed into being grateful.

Moses Maimonides, the twelfth-century philosopher-physician devised a

ladder of charitable giving (Tzedakah) that was intended to provide moral

judgment about different ways in which such generosity could be understood. The

least morally approved act of giving is one done reluctantly or unwillingly. The

most morally commendable act is one in which the donor forms some type of

partnership with a person in need, enabling them to become self-supporting. The

next most commendable act is when neither donor nor recipient is known to the

other. And the next least commendable act is charity given willingly but less than

one should. Maimonides elaborated eight levels of such charitable generosity.

The significance of this sort of moral calculus is to make clear the

distinction between motive and action. Giving is good; not giving enough is

not good enough. Anonymous giving is next to the highest form of giving, but

there is one step higher where the donor is known to the recipient and helps

in such a way as to enable the recipient to become self-sufficient. Maimonides

assumed a world in which individual actors were moral agents unto

themselves, with no such thing as welfare states and their bureaucratic agents

of generosity. He assumed a world entirely constituted by localities of action.

That world has certainly not disappeared, but the kind of wealth that is

currently extant regularly creates a fusion between personality and purpose

that literally thousands of others live off of day to day. The same is true for

institutions and their purposes. The rise of explanatory models that herald

ideas such as rational choice is consistent with the bureaucratization of both

public and private wealth.

I have for many years played a game with students and friends about what

one might do if by chance he or she won a hundred million dollars in a state
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lottery, as happens not frequently but often enough to be the subject of both

academic study and occasional national attention. Imagine, I propose, buying

a ticket for one dollar and discovering that it contains a sequence of numbers

that can be exchanged for one hundred million dollars after taxes. What would

you do the next day? Would you drop out of school or quit your job? Would

you buy whatever you think you have always wanted? Would you take care of

friends and family? How would you decide what to do? Do you think your

relationships with others would be more vulnerable to change? Why would

they change? And so on. I would ask them to entertain not the impossible but

certainly the improbable, and thereby consider the blessings of circumstances

that do not change dramatically in any particular direction, worse or better. No

one, it seems, today can tell others what to do with their time and money, but

without an anchoring in the traditional notion that all acts of true generosity

are blessings conferred upon the giver as much as the receiver and are derived

from a belief in an immortality that is precisely not our own, why we give will

appear to matter more than it should and less than it does.
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“the gospel of wealth” and true
philanthropy

James R. Otteson

Professor Steven Grosby’s interesting essay does not raise a new problem,

but it does suggest a new—and provocative—way to address it. The problem,

at bottom, is how to explain philanthropic behavior within the theory that

human beings are self-interested, rational, utility maximizers. Grosby rightly

indicates that, whatever else is true, human beings surely are not only rational

utility maximizers. They frequently, indeed routinely, sacrifice their own

interests to serve the interests of others, and they also frequently “achieve

satisfaction from acting in accord with what [they perceive] to be the right

thing to do” even “at considerable cost [to themselves] while the benefit of the

action accrues to another” (2009, 3). An example Grosby raises to illustrate his

point is patriotism, especially in its ultimate expression: “Whatever the

satisfaction derived by the individual in sacrificing his or her life, the benefit

or return of this action accrues not to that individual but to the nation.”(2)

Hence Grosby concludes that natural human motivation is more complex

than the homo economicus model allows. But the new and provocative

direction in which Grosby takes this insight is to suggest that we might actually

have “an interest in acting disinterestedly.”(13)

Exactly what this means and how Grosby gets there are somewhat

complicated, and I shall not attempt to reproduce it all. Grosby’s argument

stands on its own and requires no help from me. Instead, in this short

comment I propose to raise an issue related to Grosby’s discussion, which I

hope will illuminate an important implication of his position.

Consider the case of Andrew Carnegie (1835–1919). Carnegie was one of

the wealthiest men in the world during his lifetime, and indeed one of the

wealthiest men in the history of the world, in inflation-adjusted terms. One

Otteson, James R. 2009. Generosity, Vulnerability, and Immortality. Conversations on Philanthropy VI: 21-26. ISSN 1552-9592
©2009 DonorsTrust.
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estimate suggests that his peak wealth would be roughly equivalent to $300

billion today, which would make him the world’s wealthiest person on earth

by nearly a tenfold margin. In 1901 Carnegie sold his interest in U.S. Steel to

J. P. Morgan for $480,000,000, the equivalent of more than $10 billion today,

of which approximately $250 million (some $5 billion today) went directly to

Carnegie himself. But Carnegie was not only a single-minded businessman. He

also reflected deeply on the obligations people of wealth have toward their

needier brethren.

Indiscriminate Almsgiving as an Evil

In 1889 Carnegie wrote an essay, “The Gospel of Wealth,” in which he argued

against what he called “indiscriminate almsgiving.” He began with the claim that

there is a legitimate and important distinction between deserving and non-

deserving poor. Some people, Carnegie argued, are poor through no fault of their

own: sometimes circumstances conspire against one, making it difficult to get

ahead despite one’s best efforts. Such people, Carnegie said, deserve our help. On

the other hand, some people are poor because of decisions they made that led to

bad consequences. These, Carnegie thought, do not deserve our help. But because

indiscriminate almsgiving does not heed this distinction, it rewards not only

behavior that should be rewarded—such as effort, industry, and persistence—but

also behavior that should not be rewarded—such as imprudence, irresponsibility,

and idleness. Carnegie minces no words about this: “It were better for mankind

that the millions of the rich were thrown into the sea than so spent as to

encourage the slothful, the drunken, the unworthy” (2006, 11).

According to Carnegie, the wealthy person who gives to those asking for

money without first determining whether the proposed recipient is deserving

actually causes not one but two kinds of bad consequences. First, he

encourages the undeserving to continue in their wayward behavior, by

decreasing the costs of indulgence, and second, he discourages the deserving

from continuing their industry and effort, by showing them that it is pointless.

If they receive reward regardless of whether they put forth effort, why, all else

being equal, would people want to continue putting forth effort? Thus in

addition to enabling the idle and irresponsible poor to remain idle and

irresponsible, the indiscriminate almsgiver works to increase their numbers by

spreading a “moral infection” that slowly but inexorably converts their

industrious brethren to consider the less noble but “easier path” of dependence
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(11). These facts, Carnegie thought, licensed calling indiscriminate almsgiving

a “cancer” on society and indeed characterizing its effects as “evil” (47).

Carnegie was well aware that his position faces the practical problem of how

to know whether a person asking for money is deserving. Even more difficult is

to know whether a representative of the poor who is asking for money intends

to, and in fact will, give the money only to those who deserve it. It is precisely

this difficulty of gathering crucial information that Carnegie thought made

effective giving such a daunting prospect: “Unless the individual giver knows the

person or family in misfortune, their habits, conduct, and cause of distress, and

knows that help given will aid them to help themselves, he cannot act properly”

(46). However, because he believed that the “man of wealth” should become a

“trustee and agent for his poorer brethren” (10) and “he who dies rich dies

disgraced” (30), the moral imperative becomes urgent: find those who deserve

help, find ways of giving that actually help them, and do it now.

Carnegie’s suggested avenues of help included founding museums,

concert halls, libraries, and even universities—things that ministered not to

people’s immediate material or physical needs but instead to the higher

aspects of their humanity. Critics derided his suggestions for just this reason:

what need has a hungry man for a library? He cannot, after all, eat the books.

But Carnegie’s aim was to address not what merely kept people alive but

rather, as Grosby puts it, “what it means to be human” (2009, 13). Grosby

quotes Wilhelm von Humboldt as saying that “there is something degrading to

human nature in the idea of refusing to any man the right to be human” (11).

One way to refuse another the “right to be human” is by treating him like an

animal. Here we must proceed with some delicacy, because the argument is

easily misunderstood. When we offer someone a meal or money without

asking how he got to his sorry state or offering to work together on strategies

to rise out of it, we may stave off his hunger for a while, but our obligations

to him are not yet fulfilled. We intend to refrain from judging him or

embarrassing him, but by not engaging him in these serious conversations we

treat him as if bodily needs are all there is to him. Asking him to give an

account of himself and his actions, by contrast, displays our understanding

that he is a reasoning and accountable creature; it manifests our belief that,

whatever difficulties he may face, he is capable of taking steps to address

them. It shows that we understand that his life is his own; it treats him like an

adult; it treats him like a human being.

c o m m e n t
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True Help

No-questions-asked “indiscriminate almsgiving” may provide a temporary

abatement of a poor person’s desires, and it may save both the giver and the

recipient the discomfort or awkwardness that often accompanies a difficult

conversation that involves examining one’s life. But the Carnegiean argument,

which is consistent with von Humboldt’s and I think Grosby’s as well, is that the

personal moral obligation each of us has to needy others requires far more than

a check. Giving money is easy—all too easy. Far more difficult, if far more

important, is to treat others like human beings who are free and accountable

adults. Thus the Carnegiean philosophy is not a mere pretense or rationalization

to avoid helping others—that is the easy misinterpretation to which I referred

earlier. The Carnegiean philosophy does not avoid responsibility. Instead, it

insists on a responsibility to give, but it adds the substantially more difficult,

correlated obligation of careful, personal investigation into who actually

deserves help and what would actually constitute help.

Carnegie’s enormous and generous philanthropy later in his life is

typically seen as a transparent attempt to atone for his alleged sins of greedy

capitalist exploitation. Because he insisted on not helping those who did not

deserve help, he has sometimes, moreover, received the unpleasant epithet

“social Darwinist.” These are intemperate criticisms, usually based on little

attention to what Carnegie actually did and what he actually wrote. Carnegie

was one of the principal creators of a distinctively American tradition and

expectation that once one had achieved a certain level of wealth one’s moral

responsibility to one’s fellow citizens was to become their “trustee,” not in

small but in great and expansive ways. The thousands of libraries he created,

the performing halls he built, the churches to which he supplied pipe organs,

the universities he founded: all are monuments to the seriousness with which

he took his responsibilities as a trustee. The charge that in doing so Carnegie

was acting only out of crass self-interest, perhaps to assuage his guilt, is

refuted by his own words and deeds. He repeatedly stated that he acted out of

duty, out of a notion that what he was doing was right, and out of a profound

sense of service—true, not feigned or pretended service—to his fellow man.

Here, then, I suggest, is an instructive test case of Grosby’s analysis. Can

we account for Carnegie’s behavior, the behavior of this quintessential “robber

baron,” by assuming only rational self-interest? No. Even while fully engaged
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in making his fortune, Carnegie did not believe his actions were solely self-

interested. As he would later write, “Consider the millionaire who continues to

use his capital actively in enterprises which give employment and develop the

resources of the world. He who manages the ships, the mines, the factories,

cannot withdraw his capital, for this is the tool with which he works such

beneficent wonders; nor can he restrict his operations, for the cessation of

growth and improvement in any industrial undertaking marks the beginning of

decay” (2006, 50). Carnegie no doubt saw himself as one such person, which

contradicts the common perception that wealthy businessmen are in it only for

the money. However we come, then, in the final analysis, to describe the

motives that drove Carnegie to do what he did, it seems that it is a more

complicated story than “self-interested utility maximization.” On this, it seems

to me, Grosby’s analysis is correct.

Grosby concludes his essay with the provocative suggestion that “the

imaginative capacity of the mind to transcend the interest of the self is what

makes this limitless sympathy [which accounts for generosity even to

strangers] possible. We can then conclude that it is possible to have an interest

in acting disinterestedly” (2009, 13). What I think Grosby means there, and

what I believe Carnegie exemplified, is that the philanthropic impulse is a

natural part of human social relations (and any sane economic or political

doctrine must account for it, not explain it away). Moreover, this impulse is

not explicable solely by reference to self-interest, and it simultaneously both

produces and assumes a fullness of human nature that exceeds the scope of,

and is indeed nobler than, the impulses to self-preservation and to serving

one’s own immediate interests. True philanthropy is undertaken by free and

accountable beings in the service of other free and accountable beings, and the

demands it places on both parties unite them in a joint project of making

human life better. When Grosby recommends developing a desire to pursue

“an interest in acting disinterestedly,” I believe he is suggesting that we are

made better by acting philanthropically to help others realize their own ends.

My extension of his argument is to suggest that we also, at the same time,

make those others’ lives better not only by helping them realize their ends but

also by helping them realize, and thus strengthening their ability to live up to,

what it means to be truly human.
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“das steven grosby problem”

Gordon Lloyd

Scholars, particularly German ones, have written about an ages-old puzzle

they call “Das Adam Smith Problem,” namely, how could the same person over

several decades write The Wealth of Nations and The Theory of Moral Sentiments

and revise them here and there, yet never reconcile “the contradiction”? Today,

scholars no longer wrestle with how the same person could provide a strong case

for self-interested action in one book and make an equally compelling case for

other-regarding conduct in another book. Instead, we have a new Das Adam Smith

Problem: how does the reconciliation take place? That debate continues, with

obvious consequences for the future study of philanthropy.

It seems to me that Steven Grosby would welcome an equivalent Das

Friedrich Hayek Problem in either an old form or a new one. Das Problem, or

“complication,” for Grosby, however, is that there is no old or new problem of

reconciliation to work with. Grosby shows, with great respect for the Austrian

tradition, that while there are books on self-interest, there is no “other book”

dealing with moral sentiments, even from Hayek himself. Grosby does his best to

help by showing that Hayek might have “been aware” of the need for a book “that

accounts for instances of disinterested or ‘selfless’ action.”

In the end, however, what we have from Hayek and other Austrian-based

rational-choice economists, according to Grosby—and I agree totally with his

analysis—is the “extended order of the market” explanation. This Gesellschaft

(“the competitive cooperation of the extended order of the market) reduces

helping others to a matter of helping oneself, and helping oneself in this

“hermetically sealed” fashion fails to acknowledge “a more expansive conception

of the mind that recognizes its imaginative capacities.” This more open-minded

approach recognizes the phenomenon of “regret,” and it remembers that “human

action is influenced by ideas—ideas (note well) that may be in tension with one

Lloyd, Gordon. 2009. “Das Steven Grosby Problem.” Conversations on Philanthropy VI: 27-32. ISSN 1552-9592
©2009 DonorsTrust.
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another.” This expanded approach recognizes that human conduct involves

benefiting others at some cost to oneself.

But, alas, Grosby tells us, the only other-regarding alternative to the narrow

model of self-interest that “the analytical tradition” has generated to Gesellschaft

is Gemeinschaft (attachment to a small group). This alternative falls short of

explaining the role of “disinterested action” and sympathy toward others beyond

the small group of family and friends. It fails to address helping (1) a larger group

of people with whom one has some affinity, and (2) complete and utter strangers

with whom one has no connection whatsoever.

I sympathize with Professor Grosby. If only we had the tension between self-

interest and disinterested interest in Hayekian and Austrian reality—that is, if this

tension actually existed in the actual, published work of Hayek and the

Austrians—then we could talk about Das Friedrich Hayek Problem and address the

need for reconciliation.

To Grosby’s credit, he knows that common sense tells us that human reality—

that is, actual human action in the world—exhibits generous human conduct

without compulsion. However, he wants to show that such conduct is explainable

and defensible without undermining the work of Hayek and the school of rational

choice. But here is the rub, in two parts: one, he wants “an additional, different

explanation” to the Austrian-based rational choice model to explain other-

regarding conduct, and two, this further explanation must not “invalidate an

economic or rational choice theory of action.” I shall include these elements in

exploring Das Steven Grosby Problem.

Reconciliation of Das Steven Grosby Problem

Is there a way out of this dilemma? Yes, and the answer lies in pursuing the

second of the two examples of generous conduct Grosby leaves us with. Both

invite us to seek reconciliation between self-interest and disinterested interest.

One example is what I shall call “the complete stranger” test. Grosby leaves

open the possibility that the true test of “the imaginative capacity of the mind to

transcend interest of the self” is the capacity of humans to show “limitless

sympathy” and make gifts to complete strangers. In my opinion, this pushes the

solution to the problem of self-interest and disinterested interest away from a

reconciliation of the two approaches. I think that the “complete stranger” test is

actually a capitulation of self-interest to disinterested interest. Doesn’t this test
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require that unless I demonstrate that an act is knowingly done toward an

unknown person totally separated from Gemeinschaft, it does not pass the

reconciliation test?

The second example involves a prudent expansion of the meaning of

Gemeinschaft from a smallish band, where sympathy between individuals is

shaped by attachment to the neighborhood, to a larger country, where the sense

of self has been expanded along with the expansion of the orbit of living. Thus we

can envision an expansion of the mind to help the stranger not qua stranger, but

the stranger who is a fellow member of “my” country.

This raises the question of the relationship of generosity and philanthropy to

patriotism and citizenship. If philanthropy involves, as Grosby has clearly argued,

(1) “a perceived deficiency of a state of affairs of others,” (2) “an image of some

ideal or an understanding of what is right,” and (3) generous conduct “for the

benefit of others to whom one understands oneself as being in some way related,”

then philanthropy is not merely an exercise in analytical philosophy but also an

activity of political prudence in the founding of institutions. Put differently, is there

Das American Founders Problem?

Philanthropy as “the Deliberate Sense of the Community”

In Federalist 10, Madison (2001, 42-48, 268-272, 327-328) informs us that “the

latent causes of faction are thus sown in the nature of man.” Furthermore, “the

most common and durable source of factions,” is the quarrel over the variety and

“unequal distribution of property.” The solution does not lie in eliminating the

cause of faction, because that is improbable and unwise, but in controlling its

effects. This is best done by “expanding the sphere” within which factions operate.

This expansion of the sphere of the competitive market makes it more difficult to

discover and act upon the inclination to engage in factious conduct. Philanthropy

is unlikely to occur where a Hobbesian war of all against all takes place.

Madison’s “extension of the orbit” of the political market sounds very close

to Hayek’s “extend the order of the (economic) market” approach and Smith’s

Wealth of Nations argument that a nation’s well-being depends on the wealth of

the nation, which depends on the productivity of labor, which depends on the

division of labor, which depends on “the extent of the (economic) market.” For

Madison, the control of faction depends on the division of interests, which

depends on the extent of the orbit within which political activity operates. But the
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three ideas are compatible: the competition between self-interested individuals

and groups in a society should produce an outcome consistent with liberty and

order. Yet there is no philanthropy taking place.

There is another important observation in Madison’s Federalist 51. “If all men

were angels, no government would be necessary.” Accordingly, the very existence

of government itself is “a reflection on human nature.” Thus “the great difficulty

of founding” is to create institutional structures that encourage (1) individuals to

govern themselves responsibly instead of engaging in shortsighted and

intemperate conduct and (2) the central government to control itself and not pass

laws that endanger liberty and justice. To this end Madison encourages extended

competition between the separate branches of government, where the “ambition”

of Congress combats the “ambition” of the President.

But does Madison mean that (1) no men are angels? (2) few men are angels?

or (3) most men are angels? Having both liberty and philanthropy in a democratic

republic is impossible if Madison intends the first supposition, because there is no

“sympathy” or angelic inclinations toward others, and liberty is replaced by

coercion. Likewise, philanthropy is unnecessary if he means for us to accept the

third supposition, because there is such a natural outpouring of sympathetic

feelings for the well-being of others that we don’t even need to talk about the

problem of philanthropy.

Thus we are left with the second supposition, that few men are angels but

there are a sufficient number of angels, or philanthropists, to warrant the

possibility that a sufficient amount of angelic, or patriotic, conduct exists. More

importantly, such behavior must be sustained and fostered by sufficiently angelic,

or sympathetic, individuals. The reason some sort of minimum angelic conduct—

or philanthropy—is needed is that in a democratic republic the opinion of the

people prevails, and their opinion is a reflection of their character. Hence we need

a few philanthropists who understand the problem and grasp the opportunity to

engage, for example, in civic education.

If we combine the two essays, we get the following: if all men were angels,

no government would be needed, no factions would exist, and perfect harmony

would prevail. And no philanthropy would be either possible or needed. But we

know better than to buy into this utopian narrative. The very possibility of

philanthropy in a democratic republic requires the control of faction, the defense

of liberty, and the control of government, as a necessary condition.
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And that is where Federalist 63 enters. What if the extension of the orbit

(Federalist 10) and the separation of powers (Federalist 51) are insufficient to control

“the violence of faction” and secure “the permanent and aggregate interests” of the

community? We need an institution that has the capacity to generate “the deliberate

sense of the community.” And that institution, the Senate, encourages “the

enlargement of the mind.” Here is the sufficient condition for reconciliation.

Senators serve for an “extended term” of six years, are older than House

members, and have “extensive power” to check and balance the temporary

delusions and intemperate inclinations of the people and their representatives. The

Senate is designed to discourage the worst features of self-interested behavior—

doing deliberate harm to others and the community—and also, more importantly,

to encourage an interest in disinterestedness. The goal is to produce an outcome

that the next generation, indeed the generations of “remote futurity,” will look

back on and give thanks for and be inspired to do the right thing, in order to,

following the language of the Preamble to the Constitution, “secure the blessings

of liberty to ourselves and our posterity.”

I don’t mean to suggest that these three essays are all one needs to read in

The Federalist, nor that The Federalist alone provides all one needs to know about

the American Founding. But what I do mean is that these essays contain “the

opportunity” and “the responsibility” facing philanthropy in a democratic

republic. The philanthropic opportunity is the establishment of an infrastructure

of giving: one has the liberty to give or not give, without the presence of coercion.

The philanthropic responsibility is to exercise the freedom to give in a manner that

increases the well-being of posterity.

The lesson from the American Founding is that individuals may be born free,

but they are not born totally decent, self-restrained, and other-regarding, never

mind born with an instinctive propensity to be generous and philanthropic. But

disinterested conduct can be—nay, must be—taught and reinforced by an

enlargement of the orbit of living and an enlargement of the mind, the necessary

conditions for philanthropy. As Madison indicates in Federalist 55: “As there is a

degree of depravity in mankind…so there are other qualities in human nature,

which justify a certain portion of trust and confidence” (2001, 291). Both

democratic republicanism and philanthropic activity require that these sentiments

be sufficiently nurtured. There is no Das Founders Problem.
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beyond self-interest and altruism:
care as mutual nourishment

Paul G. Schervish

In “Philanthropy and Human Action,” Steven Grosby succeeds in his effort to

explain the coexistence of “self-interest and self-sacrifice” within the theory of

rational choice. My question is whether his case for “an interest in acting

disinterestedly” (what I will call an interested disinterestedness), as an amendment

to the theory of rational choice, contributes substantially enough to our

understanding of what mobilizes our care for others. Grosby clearly recognizes the

shortcomings of rational choice theory in explaining what many self-conscious,

sensitive, and discerning individuals describe as sacrificial, generous, or

philanthropic human behavior. In order to capture such beneficent orientations of

individuals, Grosby tends to speak of these orientations as “disinterestedness” and

of the individuals and behaviors reflecting such orientations as “disinterested.”

These terms work just fine for his purposes, which are (1) to contrast

disinterestedness with self-interest, (2) to reconcile rational choice with his belief

that altruistic orientations truly exist, and (3) to do this without abandoning the

initial principle of rational choice theory, namely that self-interest remains the

ultimate impetus for all behavior.

It is also apposite that Grosby frames the central question of his essay by citing

a duality in Adam Smith. Smith emphasizes how market relations guided by

individual self-interest will accrue to the benefit of all. This dispensation, Smith

recognized, provides society with a lower bound of welfare and civility. But Grosby

also points to Smith’s high regard for beneficence and fellow-feeling as the source

of a more pleasant and salutary society well above that provided by self-regard.

My favorite sections in which Smith frames the duality of rational choice and

choice from affection are in his Theory of Moral Sentiments. On the one hand,

Smith sees relations based on a sense of utility as the fundamental glue of society:
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Society may subsist among different men, as among different

merchants, from a sense of its utility, without any mutual love or

affection; and though no man in it should owe any obligation, or be

bound in gratitude to any other, it may still be upheld by a mercenary

exchange of good offices according to an agreed valuation (2000

[1759], 124).

The dilemma is that Smith, the seeming champion of rational choice, goes on

to say, “Society may subsist, though not in the most comfortable state, without

beneficence”:

All the members of human society stand in need of each other’s

assistance, and are likewise exposed to mutual injuries. Where

necessary assistance is reciprocally afforded from love, from

gratitude, from friendship, and esteem, the society flourishes and is

happy. All the different members of it are bound together by the

agreeable bands of love and affection, and are, as it were, drawn to

one common centre of mutual good offices (125).

The question is how to reconcile Smith’s thinking about society resting on

reciprocal “bonds of love” deriving from gratitude and friendship with his position

that society is held together by choices derived from a “sense of . . . utility.”

Grosby does not view Smith’s notions of beneficence as naïve or misguided.

But his own response to the Smith conundrum leads him to incorporate theories

of beneficence into rational choice theory rather than vice versa. As he says, the

actions that Smith points to as benefiting others “do not invalidate an economic

or rational choice theory of action but do require an additional, different

explanation” (2009, 2)

Grosby’s carefully argued “additional, different explanation” to complement

rational choice theory is as good a job as I have seen. Few economic theorists

countenance any intrusion by today’s more culturally based behavioral economics.

But for those who do, such as Grosby, it is not easy to reconcile rational choice

theory with what religions, spiritualities, and humanisms present as motivations

for care that run far deeper than even a modified notion of self-interest. Grosby’s

wrestling with the issues is instructive. But in the end his efforts leave us with less

value than if he had tried a different tack: either abandon rational choice

altogether, or embed rational choice theory into theories of care, affinity, love,

gratitude, and empathy—those deeply seated motivations of affection that Smith

recognizes as animating moral sentiments.
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Several years ago I went through a parallel mental conversation with Gary

Becker who likewise seeks to account for “altruism” within the rational choice

model. Becker’s case against altruism is that it is a merely apparent epiphenomenon

that can be “explained away” by a deeper understanding of rational choice theory.

What first appears as a preference for non-self-interested altruism is actually a more

complex or composite preference, one in which the self-interest of individuals is to

meet the needs of others. What may appear to be selflessness is better understood

as “multiperson altruism” carried out as a rational choice. For Becker, even

sociobiological “models of group selection are unnecessary since altruistic behavior

can be selected as a consequence of individual rationality” (1976, 284).

Imperialistic Theory

So where does all this leave me? In the debate between self-interested choice

and selfless altruism, I judge rational self-interested choice the easy winner.

Rational choice theory is imperialistic—it can devour any counterargument by

saying that if somebody does something it must entail a self-interested utility. For

instance, a mother dives into a frozen pond to save her child who has broken

through the ice. She may have been brave; she may not have stopped to think about

her action. But did she do it without being coerced? Did she choose to do it? Yes.

Well then, by definition it was self-interested. And this holds true even if she makes

mistakes and does not do what is objectively effective, such as lying on the ice and

casting her jacket forward so that her child can clutch it. Rational choice theory

explains her actions as self-interested, or at best, as interested disinterestedness.

Dante’s “Abandon hope, all ye who enter here” (Inferno, Canto III, line 9)

should be heeded by anyone who dares to enter the cave going down to the

Inferno of a reductionist theory. Head to head, there is no vanquishing rational

choice theory. As I will explain, this surrender to rational choice theory does not

mean that I agree with it. It is simply that I will offer a wholly different approach,

one that neither accepts nor directly disputes rational choice theory on its own

turf. My point is that once we pit the theory of self-interested rational choice

against theories of selflessness or altruism, rational choice theory always wins. As

an ultimately reductionist argument, rational choice theory will always prevail

simply (as we have seen) by taking one step back and crafting an amendment to

rational choice theory that sees care for others as a self-interested utility.

Generating such a hybrid conception is as close as it is possible to come to

“saving” caring behavior within rational choice explanations of care.
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Even though rational choice theory can defeat altruism in its many

terminological manifestations (selflessness, disinterestedness, other-directedness,

etc.) if they go head to head, it is important to take a moment to explore altruism

in its own right as an alternative explanation of caring behavior. For the moment

let us circumvent the insurmountable regime of self-interest and examine the

modern conception of altruism as selflessness. It appears that the first use of the

term altruism was by Auguste Comte, defining the term as the impetus “to live for

others” (1973 [1851], 565). He used the term as the opposite of egoism, which he

understood as the baser impetus to pursue self-interest for survival. Altruism was

the natural outgrowth of human development, he argued. Teaching and even

imposing it was necessary to overcome self-interest in order to institute “the

religion of humanity,” where religion is “that state of complete harmony peculiar

to human life” (Comte 2009 [1852], 8). The notion of altruistic selflessness

suggested by Comte comes down to self-interest subordinated to altruism instead

of altruism subordinated to self-interest. But just how is it possible to explain

activities in which a person is thoroughly engaged as selfless? As I will explain in

the next section, altruism as an antidote to self-interest is theologically, spiritually,

philosophically, and phenomenologically inadequate. Selflessness simply is not

what people experience when they engage in caring behavior, and a theory of

selflessness is thus no more convincing than rational choice theory.

Dialectical Approach

I do not agree that we must accept either the elegant framework of rational

choice theory or the civilized framework of altruism. I suggest a third option. This

tertium quid is not a middle, gray position seeking a balance between rational

choice theory and altruism theory. I do not seek to bring together as closely as

possible some version of interested disinterestedness or its kissing cousin,

disinterested interestedness. Just as it is inadequate to understand care as

mobilized by a calculating rational self, it is also inadequate to understand it as

mobilized by the absence of self-regard. My alternative approach results from a

dialectical synthesis of rational choice and altruism. From rational choice theory I

garner the presence of self; from altruism theory I acquire the reality of authentic

care that regards others as worthy of my efforts. My tertium quid is not a gray

middle ground, but, if you will, a new pink or chartreuse alternative. Consider the

affirmation to be the existence of a self rationally calculating one’s interest, as the

utilitarians would have it. The negation of the affirmation is the absence of self as
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a prerequisite for heartfelt care of others, as the altruists would have it. My

synthetic negation of the negation points to the existence of a certain kind of self.

It is not the absence of a self but the quality of a self that mobilizes care. This

quality is one of identification, mutual nourishment, and connectedness—in other

words, love in action. I call the framework surrounding my approach, the

“identification theory.”

Now, I am well aware that people may understand and describe their

orientations within the framework of self-interest, altruism, or some hybrid of the

two. However, I do not believe that their choice of language does justice to their

actual experiences. In fact my interview research and interaction with participants

at workshops have taught me that when given the opportunity for deeper

reflection, individuals invariably narrate a version of an identified self. They

experience and come to enunciate how their philanthropy as well as the personal

assistance they provide family, friends, and others is an inseparable unity of love

of neighbor and love of self. They explain that empathy with the fate of others is

what motivates them to care for others. It is identification with the fortunes of

others, even strangers in distant lands, as if those others were themselves, their

parents, children, friends, or other loved ones. As one progressive respondent said,

“Liberals do things in order to help someone else; radicals do things in order to

help others and themselves at the same time.” When it comes to care, I believe we

are all “radicals” who get to the root of things in this way.

I draw on several sources in elaborating the meaning and practice of the

identification theory. The theory derives from the Western philosophical and

religious tradition as formulated by Thomas Aquinas and Aristotle as well as

contemporary thinkers who seek to locate identification as the generative

disposition for care and philanthropy. Aquinas views people’s truer self as

extending to others rather than curtailing their love of self. Clearly Aquinas did not

anticipate our modern notion of identity as a social-psychological aspect of an

individuated personality. He did, however, advance the notion of identification as

an experience and an ideal. Aquinas writes, “by the fact that love transforms the

lover into the beloved, it makes the lover enter inside the beloved, and conversely,

so that there is nothing of the beloved that is not united to the lover” (cited in

Gilleman 1959, 126). Aquinas recognizes and even extols this seemingly

paradoxical unity of self-orientation and other-orientation. As Gerard Gilleman

writes, “For St. Thomas there is no place in a morally good act of will for an

absolute disjunction between love referred to self and love referred to another. The
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proper effect of love is to associate self with the other” (125). Indeed, for Aquinas

there is no place for disjunction not only between love of self and love of neighbor,

but also between them and love of God. So, in the end, Aquinas essentially asks,

Which is most important, love of self, love of neighbor, or love of God? Aquinas

goes to lengths to emphasize that these three pillars of love are a unity and that

the absence of any one undercuts the fulfillment of the remaining two.

Although he uses the phrase “self-interest properly understood,” Alexis de

Tocqueville’s cultural analysis of Americans’ mutual care is more akin to Aquinas

and (as we will see) Aristotle than to Grosby’s “interested disinterestedness.” For

Tocqueville the regular confluence of love of self and love of neighbor that he finds

in the United States is not the priority of self-interest but the simultaneity of love

of self and love of neighbor. Americans, he writes, “enjoy explaining almost every

act of their lives on the principle of self-interest properly understood. It gives them

great pleasure to point out how an enlightened self-love continually leads them to

help one another and disposes them freely to give part of their time and wealth for

the good of the state” (1966 [1835], 526).

Our identification model, while independently developed, does not stand alone

in the theoretical and empirical research on giving. The most nearly congruent

theoretical statement is provided by Mike Martin in his truly insightful exposition

of the fundamental motivations for caring expressed in the form of philanthropic

giving and voluntary service. “At its best,” writes Martin, “philanthropy unites

individuals in caring relationships that enrich giver and receiver alike” (1994, 1).

As a relationship, philanthropy, while “uncoerced,” is not “morally optional or

nonobligatory” (2-3). It entails entering into a relationship of responsibility in

which the prototype is face-to-face interactions with family, friends, and others

(24). Finally, as a relationship, philanthropy is generated most saliently by

participation in a community, which Martin defines as “any group of people joined

by shared caring” (26). In addition, Jackson, Bachmeier, Wood, and Craft cite

various researchers (such as Piliavin, Dovidio, Gaertner, and Clark 1981; Jencks

1990; Coleman 1990; Hornstein 1972, 1976; and Staub 1978) who have

incorporated the notion of identification, or a sense of “we-ness,” as the specific

mobilizing impetus that spurs the caring orientation of which Martin speaks. They

argue that this we-ness, “the sense of being connected with another or categorizing

another as a member of one’s own group,” is a central determinant of helping and

results from the combination of personal beliefs and associational ties that bring the

needs of others into one’s purview (Jackson et al. 1995, 74).
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The Moral Biography of Wealth

The framework undergirding the identification theory is moral biography. The

moral calling for all people is to advance their own moral biography and that of

others at the same time. The term moral biography refers to the way individuals

conscientiously combine in daily life two elements: personal capacity and moral

compass. It is the way individuals combine their resources with moral purpose to

implement a practice of care. All capacities—spiritual, material, associational,

intellectual, and physical—are latent. They remain so until activated by purposes,

values, aspirations, desires, or moral bearings. The question now becomes how to

define the way we human beings experience and carry out the disposition to care,

without resorting to the polar positions of self-interest and altruism, and in a way

that is more authentically representative of human experience and intent than

even the hybrid of interested disinterestedness.

Love, Care, and Friendship

Care as the Implementation of Love. There are several ways to deepen our

understanding of identification theory as the explanation for caring behavior.

One approach is to consider care as an expression of love. According to the Jesuit

philosopher Jules Toner (1968), love is the regard of another as an unconditional

end, as someone categorically valuable and never to be abused as a means to an

unworthy end. Care, in turn, is the implemental or instrumental aspect of love.

Toner says that care is that activity directed toward attending to others as

unconditional ends in their true needs. Care means loving others through

practical actions that meet their true needs. Figuring out the true needs of others

is never simple, but it is always the right question. From this important

philosophical truth, we all need to learn and enunciate the many ways we carry

out care in our daily lives: care for family, care for friends, care for others across

the globe, and, yes, care for ourselves—all at the same time, as Aquinas insists.

Importantly, in this model care is not to be equated only with formal

philanthropy. Care is broader; it includes all the ways people implement love in

ordinary and extraordinary personal relationships. As such, formal philanthropy

is one expression of care, not its only or necessarily major expression.

Friendship Love as Mutual Nourishment. In addition to Toner’s philosophy

of care, there is another path to the deeper meaning of the identification theory.

This second approach focuses on the mutuality of care as described by Aristotle in

his Nicomachean Ethics. The root meaning of philanthropy comes from the Greek
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philia and anthropos. Philanthropeia existed as a beneficial relationship long

before the world had any notion that doing good or being financially virtuous was

tied to what today we call the nonprofit sector. The two terms in combination are

almost always translated simply as love of humankind. No special attention is

given to the particular kind of love connoted by philia, although we get a hint of

the root meaning when we call Philadelphia the City of Brotherly Love. According

to Aristotle, philia, or friendship love, extends out in concentric circles from the

family to the entire species. Philia originates in the parent-child bond and becomes

expanded to the species in philanthropeia. Friendship love is a relation of mutual

nourishment that leads to the virtuous flourishing of both parties, without priority

to either. Because philia is connected in origin to the term species, this friendship

love implies that this mutual nourishment extends, as people mature, to mutual

nourishment for the entire species.

“A friend is another self.” “Friends share one soul in two bodies.” “One friend

loves the other for the other’s own sake.” Aristotle coined these well-known

phrases when speaking of the kind of friendship that brings individuals together

for mutual benefit. The best friendship is the friendship that inspires us and our

friends to develop all our virtues and by doing so become, both together, more

fully our true selves through the mutual nourishment of friendship love.

Philia and Philanthropy

Once we have rooted philanthropy in care and friendship love (philia), we can

see that philia is more fundamental than formal philanthropy. The latter is nested

in the former. Recognizing the deeper roots of philanthropy guides us past the

conventional notion that formal philanthropy is the major expression of generosity

and financial care. This latter, prevailing view tends to equate generosity and care

with tax-deductible philanthropic donations made to those organizations that meet

the tax code’s definition of a charitable entity. In addition, philanthropic

volunteering does not include the myriad acts of personal assistance that people

carry out in their daily round. Researchers and those commenting on the dearth of

mutual care in our society limit their idea of volunteering to the donation of time

and effort in or through legally defined charitable organizations.

Although these conventional understandings have their place, I advocate a

more accurate, more profound, and more compelling understanding of

philanthropy as an expression of philia. This is to understand philanthropy as
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including all relations in which individuals turn their attention to allocating their

resources for the care of others. Formal giving and volunteering are included in

this broader definition, but they remain just one way people act with generous

care by providing financial or physical assistance for others. Going further, our

financial and physical assistance is but one part of the myriad ways we put love

into practice, for those both close at hand and at a distance. We need to recognize

explicitly that formal charitable giving is the sectoral, institutional, and legal

expression of forms of care (including financial care) that individuals carry out

daily. Philanthropy is nested in financial care, and financial care is nested in care.

Generosity, care, and friendship love are biographical virtues, ways of being and

acting in every sphere, not just in formal philanthropy.

Conclusion

Grosby and Becker both correctly locate the elements of human preferences

that most strain the theory of rational choice. They both endeavor to incorporate

those apparent aspects of altruism into rational choice theory in order to rescue it.

The problem is that their syntheses are not as robust in capturing the reality of

human experience as identification theory is. If one’s preference is rational choice

theory, there is nothing that cannot be explained as self-interest—even altruism

and disinterestedness. I believe that we need a different starting point, one that is

also empirically founded and philosophically coherent. Identification theory is in

my view a better account than rational choice theory for two reasons: it can

explain what rational choice theory tries to explain, and it can explain additional

factors that rational choice theory cannot explain.

First, by emphasizing the inherent mutuality of care and friendship love,

identification theory leaves room for—and indeed requires—the notions of self

and self-interest. As noted earlier, identification theory does not remove the self.

It does not posit the absence of self but instead the inherent connectedness of self.

Under identification theory, it isn’t the rational calculation of self-interest that

defines relationships of care. Instead it is a self-interest of a different quality, one

attentive to how by the very nature of things self-regard and self-love always and

necessarily accompany care of others. In identification theory, care does not lose

its moral and phenomenological equality with self-interest. Care does not get

subordinated by dint of a theoretical stranglehold, as in the phrase “self-interested

disinterestedness.” Identification theory recognizes that identification with the fate
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of another, not self-interested rational choice, is the objectively observable and

theoretically meaningful way to explain care. Thus care is not something to be fit

into a grander theory of rational choice. It is to be examined and understood for

what it is: an act of mutual nourishment, of friendship love (philia) in practice.

Likewise, pro-social care is not based on an absence of self but on the presence of

a quality of self. And that quality of self is one of identification with the condition

of others as if they were myself or others I cherish. Care meets my and another’s

true needs simultaneously; it is an engagement of philia’s mutual nourishment,

and it is the ontologically natural generation of happiness for myself and others at

the same time.

Second, identification theory can incorporate other affective and cognitive

factors that rational choice theory does not and cannot include. These factors are

the mobilizing foundations of care that rational choice theory considers to be

aspects of a selfless “altruism” and then easily and correctly debunks. If altruism

is viewed not as a selfless activity but as the disposition of a self toward mutual

nourishment and identification with others, then we can seek to identify the

positive elements that altruism elevates. One such factor is gratitude. I hope to be

enlightened if I am wrong, but I do not see how rational choice theory can handle

gratitude as a mobilizing force for care. Within identification theory, gratitude is

the cousin of identification. Gratitude derives from blessings, luck, grace, or breaks

we recognize as coming from those who in the past identified with and cared for

us. Such gratitude leads us to care for others with whom we identify in order to

provide the blessings or opportunities they do not yet enjoy. When I locate the

source of my gratitude, I also locate those with whom I identify and for whom I

wish to provide a blessing in the form of nourishing care.

Similarly, it is difficult to understand how rational choice theory could explain

the experience of indissoluble bonds of friendship love between a mother and

child. The mutual nourishment that occurs is not selfless on behalf of the mother.

She would die for her child not because she is selfless, but because her self is

connected to another. The child is she; the child is bone of her bone, flesh of her

flesh, and blood of her blood. If ever necessary, the mother would dive into a fast-

moving fire to save her babe, but neither because she is self-interested nor because

she is without a self. She goes after her babe because the babe is she and she is

the babe. They are connected. It is the nature, source, and practice of self-

identification, rather than of rationally chosen self-interest or morally advocated

selflessness, that leads to the most robust understanding of why we care for others.
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COMMITMENT, IDENTITY, AND
COLLECTIVE INTENTIONALITY:

THE BASIS FOR PHILANTHROPY

Paul Lewis

Philanthropy—“voluntary giving and association that serves to promote

human flourishing” (Ealy 2005, 2)—is often said to have three key features. First,

it is said to involve behavior that is in some sense “disinterested,” “benevolent,” or

“altruistic.” For Steven Grosby, for instance, the existence of philanthropy reveals

that there are “a number of diverse orientations of human action,” one of which

takes the form of “disinterested or ‘selfless’ action, of works on behalf of others

whom one knows or does not know which imposes costs on the individual but

which confers benefits to others” (2009, 2, 4). Similarly, according to Jacques

Godbout the gift is “a moral act and as such is ‘intrinsically motivated and not

subject to means-ends analysis’ ” (1998, 91).

The second feature of philanthropy that is often highlighted concerns the

origins of the motivation for such disinterested behavior. The latter is often said

to derive at least in part from the way in which people form attachments to one

another and thereby forge a sense of identity (that is, a sense of who they are).

According to Godbout, for example, we should “consider the gift mainly in terms

of the dimension of donation as part of self expression” (1998, xi). Kenneth

Boulding elaborates on this point by noting that philanthropy is “an expression

of [a person’s] sense of community with others” (1974 [1962], 240), an endeavor

involving a non-calculative act of benevolence “in which the decision maker

elects to do something not because of the effects the decision will have in the

future but because of what he ‘is’ here and now, [that is, because of] how he

perceives his own identity” (1970, 132):

It is to the subtle dynamics of the integrative system—that set of social

relations involving status, identity, community, legitimacy, loyalty, and

trust—that we have to look if we are to understand the growth and

structure of the grants economy (1973, 5).

Lewis, Paul. 2009. Commitment, Identity, and Collective Intentionality: The Basis for Philanthropy. Conversations on
Philanthropy VI: 47-64. ISSN 1552-9592 ©2009 DonorsTrust.
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Similarly, Lenore Ealy observes that people’s actions are driven by a variety

of motives—some benevolent, some not—and each of us has to “struggle with

our conflicting drives and ends as we seek to understand and forge our own

identities” (2007, viii).

According to this view, benevolence—like other forms of self-sacrificing,

group-oriented action—is said to reflect “an essential part of man’s nature—his

need to identify with others, his need to expand his interests and concerns

beyond the sphere of his own body” (Boulding 1974 [1965], 250). It follows, and

here is our third point, that understanding such behavior requires us to

acknowledge an “expanded notion of the self” (Grosby 2009, 1, 5) that—in

contrast to the isolated, hermetically sealed atom that is homo economicus—is

constituted at least in part by the relations in which the individual stands to

other people.

However, while (as we have seen) these three aspects of human nature are

regarded as significant for understanding philanthropy, writers on the topic

have yet to provide a coherent account of how these elements combine to give

rise to philanthropic activity. It is this lacuna that I aim to remedy in this essay

(cf. Garnett 2009, 7, 9). In what follows I shall draw on the work of a number

of social theorists and philosophers, most notably the Nobel Prize-winning

economist Amartya Sen, in order to outline several concepts—specifically the

notions of “commitment,” “collective intentionality,” and “identity”—that will

help us to elaborate on those ideas in order to provide a more coherent

conceptual framework for thinking about the nature of philanthropic action.

The following section of this essay offers an account of Sen’s work on the

nature of rationality, focusing on his distinction between sympathy and

commitment. The section after that elaborates on the notion of commitment by

drawing on the philosophical literature on collective intentions to bring out the

links between commitment and personal identity. It then goes on to suggest

how a person’s efforts to forge their identity might involve them engaging in

philanthropic behavior. In the subsequent section I attempt to allay some of

the concerns that classical liberals might have about the role of philanthropy,

by pointing out that—contrary to what some classical liberal authors suggest—

the type of (other-regarding) motivation that underpins and gives rise to

philanthropic action also plays a significant role in the generation of the

orderly outcomes in decentralized market economies. The final section offers

a few concluding remarks.
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Varieties of Motivation: Sen on Sympathy and Commitment

Sen begins by arguing that the standard account of the nature of self-interest

typically provided by economists elides three different ways in which

considerations of one’s own “self” enter into reasoned decision-making, each of

which reflects a different degree of “privateness” (that is, a different degree to

which the self alone is central to a person’s behavior). The first, and narrowest,

account of the role of the self rests on the assumption of self-centered welfare,

which holds that a person’s welfare depends only on his or her own

consumption, ruling out the possibility that the person’s welfare is affected

either by considerations of sympathy (or antipathy) for others or by a personal

concern for more abstract, distributional issues pertaining to social justice. The

second conception of the self rests on the assumption of a self-welfare goal. The

latter permits the individual to display more concern for the rest of the world

than does the assumption of self-centered welfare, and so permits a broader

notion of the self to figure in people’s decisions, because, while stipulating that

a person’s only goal is to maximize his or her own welfare, it allows that the

latter may be directly affected by the welfare of others. That is, it permits the

possibility of sympathy, a notion that will be discussed at greater length below.

The third assumption is that of self-goal choice, according to which a person’s

choices must be based only on the pursuit of his or her own goals. This

assumption excludes the possibility that a person’s choices may be influenced

by factors other than his or her own goals, in particular by self-imposed

restrictions on the pursuit of one’s own goals (reflecting, for instance, the

influence of social norms and rules that discourage the pursuit of goals that the

individual, taken in isolation, would prefer to pursue) (Sen 2002a, 33-35).

Sen elaborates on the nature of such other-regarding behavior by drawing a

distinction between sympathy and commitment (1977, 326-29). As noted above,

sympathy involves one person’s welfare being affected by the welfare of others—

as, for example, when one gains pleasure from observing the happiness of others.

Of necessity, sympathy involves a departure from the assumption of self-centered

welfare, though it leaves intact the assumptions of self-welfare goal and self-goal

choice. Commitment, on the other hand, denotes a person’s willingness to act in

a particular way not because doing so maximizes his or her welfare but simply

because the type of action in question is required for conformity with a social rule

or norm that the individual regards as inviolable. While behavior that is driven
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by commitment need not violate the assumption of self-centered welfare, it does

involve a breach of the assumptions of self-welfare goal and self-goal choice

because it involves people refraining from pursuing the (individually chosen)

goals that would maximize their personal welfare, in favor of adhering to social

norms and rules. Commitment therefore “drives a wedge between personal

choice and personal welfare” in the sense that it leads to a person “choosing an

act that he believes will yield a lower level of personal welfare to him than an

alternative that is also available to him” (329; also see 2002a, 35; 2005, 7).1 And

as we shall discuss in more detail below, by violating the assumption of self-goal

choice, Sen’s approach permits a broader conception of the self than does homo

economicus, in the sense that it allows that a person may reason from a vantage

point taking into account not only their narrow self-interest but also what is best

from the point of view of a group of people of which that individual is a member.

More specifically, the possibility of commitment is related to a fourth aspect

of the self or person distinguished by Sen. In developing his account of

commitment, Sen emphasizes that people are reflexive beings who are able to

scrutinize themselves and in particular to reason about the propriety of their

desires and values. According to this view, far from reason being the slave of the

passions, people are able to use their power of reason to reflect upon, to control,

and even to override their desires and individual goals, so that the latter do not

always manifest themselves in people’s actions:

A person is not only an entity that can enjoy one’s own consumption,

experience, and appreciate one’s welfare, and have one’s goals, but also

an entity that can examine one’s values and objectives and choose in

the light of those values and objectives. Our choices need not

relentlessly follow our experiences of consumption or welfare, or

simply translate perceived goals into action. We can ask what we want

to do and how, and in that context also examine what we should want

and how (Sen 2002a, 36; also see 25 and 40-42).

Indeed, according to Sen (2002a, 5-7, 50-52) it is precisely this capacity to

reflect upon one’s values and actions and to make commitments to shared social

rules and norms that makes someone a person (Frankfurt 1971). By ignoring this

fourth aspect of the self, and therefore in effect denying the possibility that

people can reason about their desires and goals, standard rational choice theory

“involve[s], in effect, a basic denial of freedom of thought” (Sen 2002a, 5):
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[T]he insistence on the pursuit of self-interest as an inescapable

necessity for rationality subverts the “self” as a free, reasoning being,

by overlooking the freedom to reason about what one should pursue

(46; also see 37).

For Sen, therefore, we can do justice to the influence of reason on human

action only if we acknowledge that the domain of reason extends beyond the

(instrumental) task of assessing the most effective means of satisfying

preferences and goals that are not themselves given by reason to embrace the

possibility of (deontological) reasoning about the values and goals that people

(should) choose to pursue (2002a, 40; 2006, 20-22; also see Hirschman 1984).

In explaining why people might depart from the instrumentally rational

mode of conduct presupposed by rational choice theory, Sen emphasizes that,

far from being isolated atoms, people are social beings whose values, goals,

beliefs, and actions are all shaped by the network of social relations within

which they are embedded (cf. Godbout 1998, 16-18). More specifically,

according to Sen one important reason why a person might refrain from pursuing

her individual (self-)goals in favor of conforming to social rules and norms is

because doing so enables her to form attachments to various groups and thereby

to cultivate her identity (that is, a sense of who she is) (2002 [1985], 215; also

see 211-12; 2002a, 40-41; 2005, 5, 7). The connection between a person’s

commitment to social rules, on the one hand, and his or her identity, on the

other, has been fruitfully analyzed by philosophers working on the notion of

collective intentionality, to which concept we now turn our attention.

Collective Intentionality, Identity, and Commitment

The philosophical literature on collective intentionality suggests that in

addition to having the individual intentions—the individual commitments to

(purposive) action—that economists typically attribute to them, the individual

members of a group might also possess “shared” or “collective” intentions that

involve them making a commitment to act in concert with one another, as a

group (Davis 2002; Gilbert 1989, 1996). The distinction between individual and

collective intentionality often arises in everyday life: people use the language of

individual intentionality when they view themselves as acting independently of

others (“I want,” “I hope,” etc.), and they invoke collective intentionality when

they see themselves as acting as part of a group (“what we want,” “what the
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Austrian school aspires to do,” etc.). As we are about to see, the theory of

collective intentionality suggests that, far from being an insignificant linguistic

trifle, the distinction between “I” and “we” intentions signifies an important

difference in the type of motivation driving people’s actions, the recognition of

which can enable us to conceptualize the roles of commitment, identity, and (a

broader notion of) the self in reasoned decision-making.

Collective intentions—or we-intentions as they are also known—have two

key characteristics. First, an individual who expresses a we-intention believes

that the intention in question is widely, though not necessarily universally, held

by the other members of the group. Second, the individual believes that the

intention is mutually or reciprocally held by members of the group, in the sense

that they too believe that it is widely held by their fellow members. Thus, for

example, if Ludwig, who is a member of a group of Austrian economists, says,

“We believe in the efficacy of the free market,” Ludwig is saying that he believes

in the efficacy of the free market and that, in addition, he believes that the other

members of the group both believe in the efficacy of the market themselves and

also attribute that belief to one another (cf. Davis 2002, 14). In a nutshell, we-

intentions involve a structure of mutually reinforcing, reciprocal beliefs shared

by the individual members of the relevant group, such that each believes that

the others hold the same belief and each also believes that the others think the

same about their fellow members (cf. Shils 2006, 197-98).

Significantly, and in keeping with Sen’s notion of commitment, behavior

driven by we-intentions is not reducible to instrumentally rational behavior

(Searle 1995, 23-25; Davis 2002, 20-22; 2004, 392-93). The reason is as follows.

An individual’s we-intention centers on what (s)he thinks the intentions of the

other individuals in the group actually are, not what (s)he would like them to be,

so that there arises the possibility of a tension between what an individual

believes a group’s collective intention to be and what (s)he would prefer it to be.

If an individual (sincerely) expresses a we-intention in a situation where that

tension has indeed arisen, then (s)he has effectively made a (Senian)

commitment to act in accordance with the group’s collectively expressed view

that a particular goal should be pursued, or that a particular type of action is

required, and so forth, even though that might not be what the individual would

have preferred were (s)he not a member of the group in question. According to

this view, the shared intentions that arise when a person uses we-language
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involve him imposing upon himself obligations or commitments that qualify the

unconstrained pursuit of his own (self-)goals, simply because expressing a we-

intention requires an individual to conform to how other people use that same

“we.” Hence, people may share a collective goal without each of them also having

it as a personal goal (Davis 2002, 21-22; 2004, 399; Anderson 2003, 191-93).

The notion of collective intentionality is significant in understanding the role

of identity and commitment in human action because one way of conceptualizing

a person’s identity is in terms of the social groups with which she chooses to

affiliate herself. Such affiliations can in turn be thought of as involving the use of

first-person plural speech in order to form collective intentions about what “we”

want, believe, and so forth (Davis 2007). As Sen has put it,

The nature of our language often underlines the force of our wider

identity. “We” demand things; “our” actions reflect “our” concerns;

“we” protest at injustice done to “us.” This is, of course, the language

of social intercourse and politics, but it is difficult to believe that it

represents nothing other than a verbal form, and in particular no sense

of identity (2002 [1985], 215; also see 2002a, 41).

According to this view, people’s capacity to identify themselves with others,

and thereby to define who they are, is captured by the way their use of we-

language requires them to embrace—in Sen’s sense of commitment—the

intentions of the other group members (to whom the “we” is meant to apply)

about what goals to pursue, what counts as acceptable behavior, and the like.

For the (sincere) use of such language requires a person to adopt the same

(joint) standpoint as others in the group, “accept[ing] as reasons for action only

those considerations that each person would be willing to accept as reasons for

everyone to act” (Anderson 2001, 29). We-intentions can thus be seen to involve

people transcending the narrow confines of their own self-interest in order to

consider what is right or best not from their own point of view but from the

perspective of the group as a whole. In Sen’s words, “the pursuit of private goals

may well be compromised by the consideration of the goals of others in the

group with whom the person has some sense of identity” (2002 [1985], 215; also

see 214 and 2002a, 40-42).

It is especially noteworthy in this regard that a person’s membership in

social groups is often conditional upon his or her faithfully observing various

social rules and norms (Sen 2002 [1985], 216-17). The latter can be expressed in
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terms of collective intentions to the effect that “we believe that members of the

group should do x in circumstances z” (where, in addition to being read literally,

the phrase “do x” should be interpreted broadly as a placeholder for a variety of

injunctions such as, “count as,” “take to mean,” “refrain from,” “donate to,” and

so forth) (Davis 2004, 390; cf. Lawson 2003, 36-39). Such rules and norms that

specify what types of behavior the members of a particular group count as

“correct,” “honorable,” “just,” etc., and in effect constitute a set of guidelines or

a script that tells people what they have to do in order to identify themselves

with the (other members of the) group and thereby to cultivate and express

publicly their identity as group members (Sen 2002 [1985], 215). Such rules and

norms have motivational force because they furnish people who wish to become

or remain members of a particular group with reasons for acting in certain ways:

One of the ways in which the sense of identity can operate is through

making members of a community accept certain rules of conduct as

part of obligatory behavior towards others in a community. It is not a

matter of asking each time, What do I get out of it? How are my own

goals furthered in this way?, but of taking for granted the case for

certain patterns of behavior towards others (216-17).

More specifically, the motivational force of social norms derives from the

fact that group members accept the authority of “us”—of “our” shared view of

how “we” should behave—to determine (key features of) their conduct in the

domain defined by the norm. As Elizabeth Anderson has put it, “To count as a

reason for action, a consideration must appeal to a person’s self-understanding,

not [necessarily] her self-interest. It must fit into her understanding of her

identity” (2003, 192; also see 193).

In this way the notion of collective intentionality makes it possible to

conceptualize how people can have sources of motivation—including, as we

shall see, those that enjoin them to engage in philanthropy—above and beyond

the instrumental desire to satisfy their preferences. People not only have the

capacity to behave in an instrumentally rational fashion, asking what should I

do and striving to satisfy their own preferences, they also have the (often

countervailing) ability to act in accordance with social rules and collective goals,

their commitment to which may involve stepping back from their individual

goals and asking what is the best strategy for us to adopt:
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Behavior is ultimately a social matter as well [as an individual one],

and thinking in terms of what “we” should do, or what should be “our”

strategy, may reflect a sense of identity involving recognition of other

people’s goals and the mutual interdependencies involved (Sen 1987,

85; also see 2002 [1985], 41).

The members of a social group think of themselves as a “we” and

understand one another to be jointly committed to various goals, including that

of upholding shared social rules and norms. In identifying with a group,

therefore, an individual understands that she is accepting responsibility for

doing her part to advance the group’s goals and to uphold the rules and norms

that operate within it, making a commitment that motivates her subsequent

actions. Hence, as Sen has put it, “the sense of identity takes the form of partly

disconnecting a person’s choice of actions from the pursuit of self-goal” (2002

[1985], 216).

Overall, then, the vantage point provided by the theory of collective

intentionality suggests that Sen can be thought of as advocating a relational

theory of (social) identity whereby, through their use of we-language, people

express their joint commitment to various goals and social rules and norms,

forging links to the groups in which those rules and norms prevail and thereby

conferring identity upon themselves. To put this point slightly differently, Sen is

arguing that the possibility of identifying with others presupposes an extended

notion of the self that, in contrast to the isolated atom that is homo economicus,

is forged at least in part by a person’s affiliations with various social groups (cf.

Grosby 2009, 1, 5). Moreover, as we have seen, thanks to her attachment to such

groups, the (socially conditioned) person postulated by Sen is able (to an extent,

at least) to adopt a more disinterested vantage point that makes it possible for

her to act in accordance not only with her narrow self-interest but also with

what is right or best from the point of view of a group—or indeed society—as a

whole, treating other people not merely as (intrinsically worthless) instruments

for the realization of her own ends but as ends in themselves whose own goals

have intrinsic value. As Grosby (3) has put it, “the attachments or social

relations constitutive of some groups indicate an orientation of human action

beyond that of the interest of the individual (in this sense, transcending the self)

… such that considerations of what is right or of a common good can co-exist

with individual self-interest” (see Godbout 1998, 7-9, 13, 20). Viewed thus, the
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notion of we-intentions can be thought of as one way of conceptualizing the

“imaginative capacity” of the mind that, according to commentators such as

Boulding (1974 [1962], 239-40), Shils (2006, 213), and Grosby (2009, 2-3),

enables us to identify ourselves with others and thus gives rise to the possibility

of behavior in their service, motivated by ideals of charity, fairness, noblesse

oblige, and so forth (rather than by the prospect of personal gain).

In particular, according to Kenneth Boulding it is just such a sense of

identity that is one of the wellsprings of philanthropy. “A gift helps to create the

identity of the giver, and a gift either to an individual or to a cause or to a

community identifies the giver with the recipient.… Thus, the gift builds itself

into the identity of the giver” (1973, 27-28). For example, the members of a

particular social group—the alumni of a college—might think of themselves as a

“we” and understand one another to be jointly committed to various goals,

including that of supporting their college through benefactions. As Grosby has

put it, in language redolent of the theory of collective intentionality,

philanthropy “points to attachments formed by individuals [that are expressed

in the form of statements involving] … a ‘we’, implying an expansion of the

individual’s conception of the self” (2009, 2, 3; also see Godbout 1998, 16).

Whereas self-interested, utility-maximizing behavior involves a person

effectively identifying with him- or herself, commitment involves a person

identifying with others. In identifying with their college and with their fellow

alumni, an individual understands that she has accepted responsibility for doing

her part to advance the group’s goals, in this case by upholding the group norm

that stipulates that members should give back to their alma mater. Giving a gift

to their old college, for example, is one way for alumni to reaffirm their

affiliation for it, thereby cultivating their identity as members of that institution.

In this way, as Boulding has put it, giving is “a sacrifice we may make in the

interests of our identity, for our identity depends very largely on the community

with which we identify” (quoted by Ealy 2007, viii).

Moreover, if Boulding (1973, 26-27) is right in arguing that the “we”

invoked by alumni when they engage in such altruistic joint giving embraces not

only a person’s immediate contemporaries but also other generations of

members, then adhering to the norm also enables one to identify with earlier

generations (from whose beneficence one benefited) and also with future

generations (who will benefit from one’s generosity), thereby becoming a
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member of a community that endures over time. In this way, giving to one’s

college exemplifies Boulding’s point that “in order to establish a satisfactory

identity, one must maintain some sort of community, however uncertain and

discounted, not only with one’s own day, but with the whole human race as it

stretches out through time and space” (97). In this way the notion of collective

intentionality might be thought of as one way of conceptualizing the “integrative

relationships[,] … that is, [the] groups of people who have some feelings of

identification and benevolence towards each other,” which, according to

Boulding, lie at the heart of philanthropy and gift-giving (1973, 27; cf. Godbout

1998, 69-72, 94).

Commitment and the Extended Order

In this final section I want briefly to consider a potential objection that

classical liberals might advance to the account of philanthropy outlined above,

namely that the type of (other-regarding) motivation which (it has been

suggested) underpins philanthropy is relevant only in those cases where a small

number of people, who are well known to one another, are pursuing an agreed-

upon goal (Hayek 1988). In particular, Hayek posits that as soon as we move

from the realm of such face-to-face interactions to the impersonal exchanges that

characterize the extended order of the Great Society, altruistic impulses of the

sort considered above can no longer be relied on, not least because of the

difficulty of acquiring the information required to dispense one’s largesse

efficiently, and must be replaced by an emphasis on the pursuit of narrowly

defined self-interest.

The point I want to make here is that despite the account of the

shortcomings of altruism found in Hayek’s explicit remarks on philanthropy, his

own account of how the extended order of the Great Society is possible reveals

a more balanced position, in which other-regarding forms of motivation do have

a significant role to play. Significantly, Hayek does not contend that the pursuit

of self-interest should be given free reign, even in the trades between

anonymous others that characterize decentralized market economies. On the

contrary, and in keeping with Sen’s point (2005, 7; 2007, 347-52) that in living

in society individuals come to recognize that there are other people who are

trying to pursue their own goals and that they should be given a fair opportunity

to do so, a desideratum that requires one to refrain from the exclusive pursuit of
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one’s own (self-)goals, Hayek acknowledges that the generation of an orderly

allocation of resources in decentralized market economies requires that people’s

pursuit of their goals be tempered by their willingness to abide by—one might

even say, feel a commitment to—certain abstract norms and rules (moral norms

such as promise-keeping and truth-telling; generalized norms of reciprocity; and

the laws of property, tort, and contract) (Hayek 1960, 62-63; 1976, 14, 16-17;

also see McCann 2002, 11-19; and Lewis and Chamlee-Wright 2008, 110-112).

Indeed, as Paul Seabright (2004, 56-58) has argued, no economy can

function by relying on self-interest alone, simply because the successful

implementation of trades ultimately depends on someone, somewhere—whether

it be the trading parties themselves or officers of the legal system—feeling under

a moral obligation to honor and/or enforce the terms of the contract. As Kenneth

Arrow has put it, “there has to be some kind of commercial morality for

contracts to be executed[;] … a theory which depends merely on reputation is

not enough because there will always be circumstances when it pays to violate

the rule.… So the economic system—the self-seeking, laissez faire system—

would not work without the presence of these non-laissez faire, non-self-seeking

norms” (1990, 139; also see Dobuzinskis 2009, 132-133).2

Moreover, Hayek appears to conceptualize the way in which rules influence

people’s actions in a way similar to that used by Sen. In Law, Legislation, and

Liberty, for example, Hayek elaborates on his comment that “Man is as much a

rule-following animal as a purpose-seeking one” by quoting the following

passage from the philosopher R. S. Peters:

Man is a rule-following animal. His actions are not simply directed

towards ends; they also conform to social standards and conventions,

and unlike a calculating machine he acts because of his knowledge of

rules and objectives. For instance, we ascribe to people traits of

character like honesty, punctuality, considerateness and meanness.

Such terms do not, like ambition, or hunger, or social desire, indicate

the sort of goals that a man tends to pursue; rather they indicate the type

of regulations that he imposes on his conduct whatever his goals may be

(1973, 11, 147-48 n. 7; emphasis added).

For Hayek, then, social rules and norms are not goals that people pursue,

but rather regulations that people impose upon themselves in order to restrain
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the ardor with which they pursue their own goals:

The rules of morals are instrumental in the sense that they assist

mainly in the achievement of other human values; however, since we

only rarely can know what depends on their being followed in the

particular instance, to observe them must be regarded as a value in

itself, a sort of intermediate end which we must pursue without

questioning its justification in the particular case (1960, 67, emphasis

added; also see 1976, 16-17).

Such passages suggest, therefore, that it is not wholly unreasonable to view

the social rules and norms that Hayek mentions in his discussion of the extended

order as examples of the type of self-imposed commitment to rules and norms

discussed by Sen, a commitment that involves a violation of the assumption of

self-goal choice.

It is also worth noting in this regard that, according to Sen, a person can

follow social rules and norms that require him to curtail the vigor with which he

pursues his own goals, thereby making it easier for others to pursue their goals

without that first individual taking the goals of those other people as his own.

On the contrary, according to Sen,

One can take note of other people’s goals and priorities and decide to

constrain the unifocal pursuit of one’s own goals with behavioral

constraints and other restrictions, without that self-restraint being

interpreted as the pursuit of the goals of others.… Rather, you are just

following a norm of good behavior you happen to approve of (to wit,

“let others be”), which is a self-imposed restraint you end up accepting

in your choice of what to do (2007, 347-49).

For Sen, then, adhering to social rules and norms that enable others to

pursue their goals more effectively does not mean that one is taking their goals

as one’s own. Instead, “the violation of self-goal choice is arising here from the

normative restraint we may voluntarily impose on ourselves on grounds of

recognizing other people’s pursuits and goals, without in any substantive sense

making them our own goals” (2007, 353-54; also see 2002 [1985], 214). Again,

this interpretation seems quite consistent with Hayek’s point that because the

codes of conduct that govern people’s behavior in the extended order are

abstract in the sense that they do not require people to agree on the (concrete)

ends which they are pursuing, they enable people to pursue diverse goals in
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peace and harmony (1973, 1988). Like Sen, Hayek is arguing that people are

more likely to be able to pursue more of their own goals successfully if they

voluntarily submit to the restrictions imposed on self-goal choice by certain

social norms and rules.

It is perhaps noteworthy in this regard that in his account of the importance

of rule-governed behavior Hayek defines rationality in a way that does not

reduce it to the instrumental version that characterizes homo economicus:

“Rationality … can mean no more than some degree of coherence and

consistency in a person’s action, some lasting influence of knowledge or insight

which, once acquired, will affect his action at a later date and in different

circumstances” (1960, 77). This definition is not so far removed from the one

provided in Sen’s account of rationality as involving the discipline of subjecting

one’s choices—of goals and values, as well of actions—to reasoned scrutiny. As

Sen writes of Adam Smith, “rationality is seen as reasoned reflection on the

nature of the processes involved and the consequences generated, in the light of

the valuations one has reason to accept, … not a fixed formula with a pre-

specified maximand” (Rothschild and Sen 2006, 258).

Hayek’s own account of the possibility of social order in decentralized

market economies reveals, then, that the binary opposition he draws, in his

explicit comments on altruism and philanthropy, between other-regarded

motives (whose role he contends ought to be confined to the micro-cosmos of

face-to-face interaction between personal acquaintances) and self-interest (the

pursuit of which ought to be people’s sole concern in the extended order) is in

fact overdrawn. This opposition needs to be qualified because, as we have seen,

Hayek’s own account of the extended order arguably allows—indeed, requires—

that there be constraints on the pursuit of self-interest similar to those involved

in philanthropic activity. And if other-regarding motivations do indeed have a

role to play in a Hayekian account of the generation of social order in

decentralized market economies, then the view—which Hayek at times

advances—that the commercial (for-profit) and philanthropic (not-for-profit)

spheres are mutually exclusive is surely overdrawn (cf. Garnett 2009, 4-7).3

Conclusion

Whether at any given moment in time a person’s behavior is influenced

more by their (deontologically rational) commitment to prevailing social norms
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and rules or by their (instrumentally rational) desire to satisfy their own

preferences, cannot be established a priori but instead must be established ex

posteriori according to the context in which people are acting (Anderson 2001,

30-31; Sen 2002a, 25-26, 47; 2006, 22-23; Godbout 1998, x). But by providing

conceptual space for a broader notion of the self—one that is permeable to

external influences and because of that is able to reason about the propriety of

their goals and values—Sen allows for the possibility of disinterested behavior

of the kind that can be argued to underpin philanthropy. The key question that

remains concerns identifying the institutional context that is most conducive to

such behavior both in the sense that it enables and encourages people to act

upon their altruistic impulses and that it provides the information required for

people to do so in an informed way. But that is a question for another time.

NOTES
1 As Sen notes (1997, 760), his distinction between sympathy and commitment

parallels that drawn by Adam Smith (1975 [1790], 191) between sympathy

(understood as ultimately self-interested benevolence) and “generosity,”

where doing things for others may involve us “sacrific[ing] some great and

important interest of our own.”
2 Kenneth Boulding (1973, 28) makes a similar point when he contends that

“without the kind of commitment or identity which emerges from sacrifice [in

the sense of being willing to enforce or abide by a social norm even if it is not

in one’s interests to do so], it may well be that no communities, not even the

family, would really stay together.”
3 For more on the possibility of feedback mechanisms that might help to inform

and so guide philanthropic activity, see Chamlee-Wright and Myers (2008).
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don’t explain1

Kevin Quinn

“[Dostoevsky’s] concern was always with what it is to be a human being—

that is, how to be an actual person, someone whose life is informed by values and

principles, instead of just an especially shrewd kind of self-preserving animal.”

—David Foster Wallace, Consider the Lobster

Paul Lewis has written a very interesting and wide-ranging paper. One of its

concerns, and the one I will focus on here, is to enrich and flesh out Sen’s notion of

commitment by using insights from recent philosophical work on collective

intentionality and identity. The context, of course, is the application to philanthropic

action, which Lewis sees, plausibly, as exemplary of Senian commitment.

The pithiest characterization Sen gives of commitment—one that might have

been calculated to maximally raise the hackles of the garden variety economist—

is that it consists of “counter-preferential choice” (Sen 1977). He thereby disables

the first line of defense against assaults, in the name of the possibility of genuinely

disinterested action, on the citadel of rational choice theory: the defense that

consists of expanding agents’ objective functions to allow sympathetic motives,

allowing them to derive utility not just from their own consumption but also from

the utility of others. Commitment, says Sen, is different from “sympathy,” where

the latter term stands for action motivated by such extended preferences. It

amounts to choosing what is not preferred. To defuse Sen’s challenge, it behooves

a proponent of rational choice theory to explain committed choices in the theory’s

own terms, where an explanation would amount to taking what looks like

disinterested action and arguing that it is, after all, interested. When I discuss

Sen’s article, “Rational Fools,” with my students, I find that this is something that

comes naturally to them, this debunking of examples of apparent commitment

along the lines of Ben Franklin’s “honesty is the best policy.”

Quinn, Kevin. 2009. Don’t Explain.1 Conversations on Philanthropy VI: 65-70. ISSN 1552-9592 ©2009 DonorsTrust.
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They grasp instinctively the cynical logic of repeated Prisoner’s Dilemmas

and reputation building that is the stuff of what I will call economic alchemy: the

longstanding series of attempts to turn the base lead of self-interest into the gold

of cooperation.

Thus we repeat a prisoner’s dilemma (PD)—infinitely. There are many

equilibria in which the players cooperate—as well as one in which they always

defect. In the cooperative equilibria, cooperation is enforced by the threat of future

noncooperation. Given people who are sufficiently patient—who do not discount

future payoffs too greatly because they are future, not present—there are all kinds

of strategy pairs that yield Nash equilibria in which cooperation occurs in every

period. Whether or not you find this persuasive, the requirement of infinite

repetition would seem to give it only limited application. It turns out that we can

get cooperation in finitely repeated games, too, but only if each of our narrowly

selfish agents places some prior probability—it need not be a large number if the

game is repeated a sufficient number of times (the required probability falls

rapidly with the number of repetitions)—that the opponent is an unconditional

cooperator. Here the tables are turned on the alchemical strategy: in a world

populated exclusively by narrowly self-interested agents, and known to be such,

there could never be cooperation in finitely repeated prisoner’s dilemmas.

Now we might not be invested in the truth of rational choice theory, and

thus not be tempted by such debunking explanations of (apparent) commitment,

and yet still think that some kind of explanation is in order. The trouble is, due

in part surely to the baleful influence of economists, nothing will count as an

explanation of choice in the social sciences that doesn’t in some fashion—not

necessarily as crudely as in the alchemist’s account—find an interest lurking

behind apparent disinterest.

In other words, given what explanation has come to mean, I wonder

whether we can explain the phenomenon of commitment without explaining it

away. For example, here is an explanation that doesn’t explain away, but that

may not fit the canons of scientific explanation—and so much the worse for

them, if so. Sometimes we do what is morally called for because it is morally

called for. Of course we often deceive ourselves, convincing ourselves that what

we in fact do because it is expedient is done for disinterested reasons, “because

it is the right thing to do,” but a world where such a self-description would

always be mistaken is not a world I would want to inhabit, and surely is not the

one we do inhabit.
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In light of all this, to what extent do explanations of commitment that appeal

to collective intentionality and identity preserve the phenomenon to be explained?

First, as a kind of baseline, I want to take a route that Lewis doesn’t take

explicitly but that may be the most obvious way in which collective agency can

“explain” commitment and one which most obviously fails to preserve the

phenomenon. Let’s take a non-repeated PD. The game is set up so that the

choice is either to cooperate or defect, and rational agents will defect. The

payoffs are such that defecting is better for each no matter what the other does;

but each is better off when both cooperate than when both defect. If the agents

are able to form a plural subject, in Gilbert’s terms, they are able each to

deliberate from the standpoint of the group, and they will then form the

collective intention to cooperate. We would each then be acting counter-

preferentially (relative to our individual preferences). But note that We are not

acting counter-preferentially. We choose precisely what it is in our interest. So

here disinterested action at the level of the individual is a function of interested

action on the part of the group.2

In Elizabeth Anderson’s contribution to the symposium on Sen in Economics

and Philosophy (2001), which Lewis cites, she considers the way in which

cooperation in a Prisoner’s Dilemma can come about as a result of collective

agency, and thus the way in which the latter can underpin Senian commitment.

However, her characterization of collective agency is importantly different from

what I have just given above: it is “thicker” in ways which would seem to make

it immune to the charge of explaining by explaining away. “The argument,” she

says, “does not turn on the members of the group having a common aim prior to

deliberation. It turns on the fact that they accept as reasons for action only those

considerations that each person would be willing to accept as reasons for everyone

to act” (29, emphasis added). The problem with this is that it succeeds in not being

an “explaining-away explanation” only because the thicker notion of collective

agency employed is itself predicated on Senian commitment: the individual who

participates in collective agency in the sense given in the italicized passage must

already be able to act counter-preferentially. Collective agency in this sense is an

example of Senian commitment, not an explanation of it. What makes collective

intentionality seem to be able to explain commitment without explaining it away

is the equivocation on the thick and thin senses of collective intentionality: the

thin (“common aim”) explains, but only by explaining away, whereas the thick

(Anderson’s) doesn’t explain away, but doesn’t explain, either.
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A similar dialectic arises with Lewis’s suggestion that committed action

stems inter alia from our striving to identify with a group, membership in which

is partly constituted by adherence to certain non-instrumental norms. The most

straightforward reading of this makes it a classic example of explaining apparent

disinterest by identifying an interest. We have an interest in being part of this

group, and this more encompassing interest underlies the more narrowly

disinterested adherence to the norms in question. Lewis obviously intends a

deeper sense of identity than this, and I think he is right. To do what he wants

it to do, however, and to be true to the phenomenon, I think it will turn out that

identity with the group is an expression of one’s commitment to the non-

instrumental principles that define the group. In that case, as with Anderson, the

commitment is the explanandum, not the explanans: the identity and the

collective intent follow from the commitment. For example, my commitment to

the norms of scientific inquiry is bound up with my identification with the

community of scientists, but the latter is just as plausibly grounded on the

former as the reverse: I identify with those who share my commitment to the

pursuit of truth. I certainly don’t identify with those who call themselves

scientists but who breach these norms. The community I identify with is

constituted by the shared commitment to these norms; the identity is parasitic

on the commitment.

Identity, like collective agency, has thick and thin characterizations. The

thickening comes from building in normativity, which is why identity in this

thicker sense can’t explain commitment: it presupposes it. In addition, with thin

versions of identity, besides the explaining-away problem already noted, there is

the danger of explaining not commitment but sympathy. Some of Boulding’s

formulations on philanthropy cited by Lewis seem to exemplify this.

I gave an example above of an explanation of commitment which doesn’t

explain away, but I said it probably wouldn’t pass muster as a “scientific”

explanation. And there, indeed, is the rub. Jean Hampton (1992, 1998) and

Charles Larmore (2008) have each argued that we are crippled in understanding

normativity insofar as we accept a metaphysical naturalism which can make no

sense of the objectivity of reasons. Naturalist explanations of what we have

reason to do, of what we ought to do, can only make sense of what Kant called

hypothetical imperatives: if you desire the end x, then you ought to do y. The

authority of the norm is contingent on the existence of the desire. But what

could possibly explain the authority of a categorical imperative, such as “Do x,
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whatever your desires happen to be?” What fact about the world naturalistically

conceived could establish that I ought to do x in a categorical sense? Kant

himself thought that he could ground the authority of categorical imperatives on

the nature of human reason itself, that we act on “laws that we give to

ourselves.” The thick formulations of identity and collective agency that Lewis’s

paper uses are variations on this Kantian theme.3 I am persuaded by Larmore

that the Kantian project cannot make sense of the fact that, as he puts it, “reason

just is our responsiveness to reasons” (135), that we find that we have reasons

to x and are thereby motivated to x.

Only if we are willing, with Hampton and Larmore, to be realists about

reasons, to allow that the world is not limited to matter in motion, will we be

able to explain commitment without explaining it away.

NOTES
1 This is the title of a song recorded by Billie Holiday. The narrator is addressing her

lover, who has been cheating on her. When he starts to make up a story about

where he has been, she responds, “Hush now, don’t explain./You’re my joy and

pain.” She knows the “explanation” won’t explain at all.
2 Besides being infected with interest, this way of proceeding seems to invite a

regress argument. We make individual disinterest a function of group interest.

But surely the group, just like the individual, may sometimes act in

committed ways, counter-preferentially. Then we would seem to need a more

encompassing group, the interest of which can make sense of the first group’s

disinterest. Perhaps then the group of groups, the Kingdom of Humanity,

can stop the regress? But even here, can’t we humans act counter-

preferentially, for example, taking measures to preserve an endangered species

that reduce our welfare?
3 See Larmore’s (2008, 112-122) critique of Christine Korsgaard’s very influential

Kantian project of basing reasons on “practical identities.”
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what is wrong with a
social preference, or two?

Shaun P. Hargreaves Heap

People act philanthropically, Paul Lewis argues, because these actions serve

to fix or express their identity. To make sense of this, he sketches a model of

individual agency that has a two-tiered structure in which what is added to a

conventional instrumental model of acting to achieve an end is, variously, a

sense of commitment or an ability to switch into a mode of “we reasoning.” In

both cases it is membership in a group that creates the possibility of this distinct

second motivational tier. He also argues that Hayek’s defense of the classical

liberal view of social/market order depends on such a model of agency (and the

implicit possibility of philanthropic behaviors).

I think Lewis is right on the matter of what model of agency can make sense

of both philanthropy and Hayek. I shall engage with his argument, nevertheless,

in two ways: first through a more detailed comparison with the standard

“economic” or instrumental explanation of philanthropy and then with some

related thoughts on the moral underpinnings of the market order.

A Comparison with the Standard Instrumental Explanation

The standard explanation of philanthropy in economics grants that

individuals can have so-called “social” or “other-regarding” preferences. As a

result, when they act to satisfy best their preferences (in the straightforward,

instrumental manner) they can exhibit forms of pro-social or unselfish behavior.

In this sense philanthropy is unmysterious, and the question arises as to why

some more elaborate model of agency, such as that proposed by Lewis, should

be required. The economic model would seem to have much to commend it,

since much has been discovered recently about pro-social behavior in laboratory

settings through the use of this model.

Hargreaves Heap, Shaun P. 2009. What is Wrong with a Social Preference, or Two? Conversations on Philanthropy VI:
71-76. ©2009 DonorsTrust.
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For example, we know from these experiments that (1) pro-social behaviors

are really rather ubiquitous (that is, people act so in a variety of decision

settings), but (2) these behaviors are distributed differently across the

population (perhaps as much as half of the experimental population don’t ever

exhibit these behaviors), (3) they often have a reciprocal character and are

sensitive to group allegiance, (4) they can be triggered in some institutional

contexts but not others, (5) communication helps, and (6) considerations of

fairness often dominate mere additions to individual welfare.

These are all rather useful regularities to know about pro-social behavior,

and in large measure they can be inferred from behavior in the laboratory

precisely because these other-regarding considerations are incorporated into the

formal instrumental model of decision making. Without this encompassing

formal model, the interpretation of behavior in these terms would be very much

more difficult.

So, with this range of insight into the regularities of philanthropy, what is

gained by having a more elaborate model of individual agency?

A first thought here is that the Lewis account has the advantage of making

membership in a group quite crucial (indeed necessary) to the existence of pro-

social behaviors, whereas it emerges as a contingent feature of these behaviors

in the standard instrumental model. The necessity arises for epistemic reasons.

People do like to reflect on what they do, and these reflections are a source of

feelings of self-worth (or its reverse), but the standard for these judgments has

to be external to the individual; otherwise, the judgments will be tainted by the

suspicion that they are self-serving and so lose their psychological charge. Your

group supplies this external standard. This may not at first seem terribly

important, but it is. Groups have a discursive life. That is, members of groups

talk to each other over what are good, bad, honest, honorable, just, etc.,

behaviors, and in this way the norms of a group which influence pro-social

behavior adjust and evolve. But why might this be important?

There are two ways. First, when evaluating outcomes and forming policy

prescriptions, one has to be concerned not just with how well any arrangement

(or policy) satisfies people’s preferences (as in the conventional welfare

economics that is based on the instrumental model), one also has to attend to

how the capacity of individuals to engage in the normative discussions which

underpin these reflections of self-worth is served.
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Second, it is important for explanatory reasons. The difficulty with the

standard instrumental model from this standpoint has always been that it

supplies no account of the origin of people’s preferences. This is not a terrible

weakness, at least in an explanatory sense, as long as people’s preferences seem

reasonably stable. Unfortunately, what the experimental evidence demonstrates

is that these “social” preferences “come and go” in intensity depending on

institutional context. In other words, they are sometimes endogenous rather than

exogenous. For this reason we need some account of social preference

formation, and this is where the Lewis-type model has an advantage, for the

reason that I have just sketched.

There is, however, something more that we know about the endogeneity of

preferences, which again can be related to Lewis-like models. It comes from the

psychological theory of extrinsic and intrinsic reason and the earlier work in

cognitive dissonance theory. In these theories, intrinsic reasons for action

(which often correspond to the motivation that comes from a social preference,

to use the language of the standard instrumental model) get crowded in or

crowded out in reasonably predictable ways. The broad idea is that people like

to find a reason for their action in an economical sort of way, and they have two

generic types of reason that can be drawn upon for this purpose. There is

extrinsic reason, which comes from the externally given circumstances of the

action: one might buy something, for example, because the price is low. The

price being right, so to speak, provides an extrinsic reason for the action.

Alternatively, there is intrinsic reason: that is, an action is not contingently the

best thing to do, but it is intrinsically the right thing to do. The “economical”

part of this theory arises because people like to have a reason for action but only

a sufficiency and not a surfeit. Thus if an action has both extrinsic and intrinsic

reasons, it is overegged, and people adjust the reason they have control over, the

intrinsic variety, downwards—there is a motivational crowding-out.

Alternatively, if a person does something and there are weak or no apparent

reasons, then the person adjusts the intrinsic reason for the action upwards—

there is crowding-in.

I say this can be related to the Lewis-type model of agency because both his

and the psychological literature share a view that people reflect on what they do.

They like to make sense of what they do. In addition, the source of the problem

when there is a surfeit of reason essentially turns on an epistemic issue that is
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related to the one I sketched above. When an action is dually motivated as

outlined in this psychological literature, there can be no unambiguous

identification of the action with the relevant norm of intrinsic reason, and unless

a norm can be instantiated reasonably unambiguously in action, it will wither.

There is another and increasingly popular explanation of the origins of

social preferences which sits less comfortably with the Lewis-type model, which

I should mention. It comes from evolutionary psychology. The idea here is that

these social preferences are a genetic (or possibly also a cultural) inheritance of

a set of behaviors that proved successful, in an evolutionary sense, in settings

commonly encountered in the hunter-gatherer societies that have characterized

most of human history. Thus we have some predispositions to act in these pro-

social ways because there are some “modern” decision problems that are very

close or similar to problems encountered in the longue duree of human history

where such pro-social behavior proved evolutionarily valuable. In this way,

philanthropy is not really thought about seriously at all; it is more like a tic, an

involuntary, evolutionary twitch.

This is tempting for those wedded to the instrumental model, because it

seems to explain the existence of social preferences and why they might appear

more strongly in some circumstances than others without departing from that

model in any deep sense. It is also capable of suggestive insights. For example,

it has been argued that altruism within a group is most likely to arise when there

is competition between groups and as a result altruism within a group may be

associated with intergroup behaviors marked by hostility. Whether it can explain

the variety of human behaviors in the experimental population in the same

setting is less clear. What is clear, however, is that evolutionary accounts of

behavior are just that. They are not an account of how we come to attach

symbolic significance to these behaviors (describe them as “just,” “right,”

honorable,” etc.), and this is the fact of social existence that the Lewis-type

model addresses. We are concerned with the meaning of our actions; we reflect

on what we do, and we share in those reflections with others.

Market Society

The observation Lewis makes regarding how quite basic market transactions

often rely on a background set of shared beliefs that people’s behavior will, in

some relevant respects, be normatively constrained has often been a source of
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concern. The worry arises because it seems that the expansion of the market might

progressively undermine its moral underpinnings in two ways. First, from a

sociological perspective it seems that moral norms might be generated from the

socializing experiences of the retreating nonmarket institutions (and so might

gradually disappear). Second, from psychology, because the market tends to be

associated with the operation of extrinsic reason, it seems markets might crowd out

intrinsic reason in the manner I have just sketched. I want to dispute the logic that

turns these two tendencies into some internal contradiction of a market society.

In particular, I want to argue that what is likely to happen in market societies

is not so much an evacuation as a change in the normative constraints on

behavior. The reason for believing this comes from considering whether it is

possible to imagine a society of people who are solely preference satisfiers

capable of deriving a sense of self-worth from the activity of preference

satisfaction. One might suppose that this would be possible if people had a

higher-order preference for being preference satisfiers. This would appear to

retain the simple model of preference satisfaction while gesturing in the direction

of some kind of motivational reflection. The difficulty with this line of argument

is that even if preference satisfiers have a preference for being preference

satisfiers, this would not give them a reason or justification for valuing being a

preference satisfier, because preferences are just that; they are not reasons.

A preference satisfier who derives a sense of self-worth from the activity of

preference satisfaction has to have some expanded motivational wellspring that

deals in reasons for behaving as a preference satisfier. Or to put this the other

way around, if we observe people operating in the paradigmatically market

mode of preference satisfaction and they also appear to be moved by

considerations of self-worth, then they cannot solely be preference satisfiers.

They must be something more in the sense that they are plugged into a

normative discourse that valorizes preference-satisfying behavior. One has only

to consider one obvious candidate element in such a discourse—the belief in

freedom, or liberty—to see that this would still involve some constraints on

individual behavior because individual liberty is never absolute: it is always

practically and politically defined as the freedom to do anything that is

consistent with others in society having the same freedoms.

It is interesting that experiments are beginning to throw some light on how

markets affect behavior along these lines by triggering different normative
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constraints. I say this at the end by way of reinforcing my first observation: the

standard model has much to recommend it even if it cannot be the whole story.

But as Paul Lewis says at the end of his paper, and by way of endorsing what he

says, the story of the market is one for another time.
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RETHINKING PHILANTHROPY
AND BUSINESS

David Ellerman

Introduction

Can philanthropy share the success of the business sector as a spontaneous

order? Instead of directly addressing this question, I will analyze some of the

presuppositions. Firstly, I argue that two logics run through human affairs: the

logic of exit and the logic of commitment and voice. Secondly, the economy or

business sector is composed of markets, natural sites for the logic of exit, and

organizations which are natural sites for the logic of commitment. Economics,

neoclassical or Austrian, focuses on exit-based markets, the main examples of

spontaneous orders, while I argue along with Herbert Simon that organizations

have an equal if not more important role in modern economies. How might people

address their community’s social and environmental problems to the extent that

government is ineffective?

While people may have some associational life after-hours and on weekends,

their principal involvement beyond the family in joint human activities is in their

job in the organizations that have an increasingly important role in the economy.

But the structure of most companies of any size—namely, securitized absentee

ownership on the stock market—institutionalizes irresponsibility by disconnecting

the far-flung shareholders from the social and environmental impact of their

“corporate governance.” Or viewed the other way around, that structure prevents

the local managers and staff in widely held companies from using their principal

outside-the-family organizational involvement to address local problems. That in

turn increases the need for a stronger third sector, the philanthropic or non-profit

sector, to address those problems. Then if we come back around to our original

question, we see the answer may lie not in making philanthropy more like

business (in some sense) but in finding forms of business that allow people to be

more socially responsible directly through their principal associational

involvement.

Ellerman, David. 2009. Rethinking Philanthropy and Business. Conversations on Philanthropy VI: 79-96.
ISSN 1552-9592 ©2009 DonorsTrust.
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How might philanthropy (the nonprofit sector) be organized to share more of

the vitality and efficiency of the market economy (the business sector) as a

spontaneous order? Instead of trying to answer this question directly, I will

analyze some of its presuppositions. That analysis, in turn, will suggest a different

approach to the broader problem of harnessing the power of the business economy

to address the social and environmental problems that are usually the target of

philanthropic efforts.

The Two Logics: The Logic of Exit and the Logic of Commitment

Throughout human affairs and even in mathematics, science, and

engineering, there are two logics that are, in a certain sense, “dual” to one another

(Ellerman 2005). Albert Hirschman investigates them as the logic of exit and the

logic of commitment, loyalty, and voice. The expressions “logic of exit” and “logic

of commitment” are used by Tadao Kagono and Takao Kobayashi (1994) who

develop the two logics of organizational design by contrasting the American-style

firm and the Japanese-style firm. Jane Jacobs (1992) develops a variation of the

theme with the contrast between the exit-oriented commercial syndrome and the

commitment-oriented guardian syndrome.

The logic of exit and the logic of commitment can be illustrated rather abstractly

by considering the ubiquitous human activity of searching over some tree of

possibilities for the “answer” to some question or the “solution” to some problem.

Search tree for some “answer” or “solution”

Suppose that one starts the search at A but does not find the answer there.

There are two contrasting “logics” or strategies of search, which illustrate the

logics of exit or commitment.
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1. The logic of exit would recommend breadth-first search: Since A is not the

solution, exit that branch of the search tree altogether and try B or C. Only if

none of the initial branches contained the answer would one proceed along

any of the branches to a higher branch such as A1 or A2.

2. The logic of commitment would recommend depth-first search: Although A is

not the solution, stay committed to that branch (for whatever reason) and

continue to look for the answer in a higher branch such as A1 or A2. Only

after exhausting the A branches would the logic of commitment recommend

exiting the A branches to try B or C.

These two logics run throughout human affairs. We might consider one logic

to be appropriate to one sphere and the other appropriate to another sphere

without giving the matter a second thought.

For instance, for a consumer in a competitive marketplace, the logic of exit

would be the natural assumption. If a company’s product was found to be

continually deficient, then one could follow the logic of commitment to write

letters to the company or otherwise try to exercise what Hirschman called voice,

to get the company to improve its product. But most consumers would follow the

logic of exit and switch to a competitor’s product. The logic of exit fits well into

the marketplace.

There are other spheres of human affairs, however, such as the family, where

the logic of commitment would be the presumed strategy. To take an extreme

example, if a child’s behavior is continually unsatisfactory, one would presumably

not apply the logic of exit by dropping the child off at a foundling hospital or

adoption agency and trying another child by birth or adoption. The presumption

would be commitment to that “branch of the search tree,” and one would explore

further branches to improve the situation. Other examples suggested by Jane

Jacobs’ “guardian syndrome” (1992) are the police officers, military personnel,

and public officials who are supposed to operate on the basis of the logic of

commitment and loyalty rather than the logic of exit (for example, by selling their

services to the highest bidder).

In many other situations there may be more of a real choice between the two

logics. For instance, a person in an undeveloped country who is contemplating

migration faces the basic choice: commit to making one’s home better or exit to

find a better home. In general, the choice is not simply “love it or leave it” but

whether to change a loved place for the better or leave it to find a better place.
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What determines which logic is best in a given situation? One key

consideration seems to be the extent to which the person or persons can change

a situation for the better. Does a voice have a decent chance of being effective, so

that a commitment to improving the given situation will pay off, or is the

unsatisfactory situation essentially “hopeless” in the sense that commitment and

voice have little hope of success and thus exit is probably the best option? The

search tree analogy may be misleading in the sense of presenting the branches as

if they were already there and as if search were a rather passive activity of finding

a preexisting “solution.” A better understanding would emphasize that the higher

branches in the “search tree” may have yet to be constructed. The key

consideration, then, is this: Can better “branches” be constructed or changed

through commitment and voice, or is that hopeless, leaving exit as the best option?

Hirschman referred to the change-the-characteristics strategy as voice: “Voice is

here defined as any attempt at all to change, rather than to escape from, an

objectionable state of affairs” (1970, 30).

Economics, or the Logic of Exit as “the” Logic

Both neoclassical and Austrian economics focus almost exclusively on the

logic of exit. The market operates largely on the basis of the logic of exit, and

economics developed first as the theory of markets and market behavior, so

economics tends to see the world through an exit-oriented lens. Hirschman wrote,

“The economist tends naturally to think that his mechanism [exit] is far more

efficient and is in fact the only one to be taken seriously” (1970, 16).

For instance, under the exit-oriented logic, all labor questions are “labor

market” questions, while under the alternative commitment-oriented logic (as in

a Japanese-style firm), a labor question is a “human relations” or “human

resources” question. An amusing example of this is that the advice of the World

Bank to developing countries about labor is in the “labor markets” topic area [see

www.worldbank.org/sp ]; there is no “human resources” topic area. But for its

own staff within the World Bank, there is a Human Resources Vice President but

no “Labor Market Vice President.” Thus the World Bank looks outward through

the exit-oriented lens (provided by the discipline of economics), and looks inward

through a commitment-oriented lens.

Now we are in a better position to unpack one of the presuppositions in the

original question about philanthropy partaking of the vitality and efficiency of the

market economy as a spontaneous order. The basic presumption is that the
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principal institution in the successful industrialized economies is the market, and

thus if the philanthropic sector is to share this success it needs to be

reconceptualized in some sense as a spontaneous or emergent order like the

marketplace. But if in fact the market is only a part, say, “half” the story in the

advanced industrial economies, and if the logic of commitment naturally applies

to the other “half,” then the questions about philanthropy might be seen in quite

a different light.

Modern Economy = Markets + Organizations
Of all the Nobel Prize winners in economics, Herbert Simon was perhaps the

most interdisciplinary and the least committed to some of the conventional

wisdom of the discipline. Late in his career he published a seminal paper,

“Organizations and Markets” (1991), emphasizing the importance of organizations

in understanding a modern economy and stressing the incompleteness of an

economics that views the market and its logic as the center of a modern economy.

Simon imagines a visitor approaching Earth from Mars and viewing Earth

through a special telescope that reveals different social structures with different

colors. Organizations are colored green, and markets are red:

No matter whether our visitor approached the United States or the Soviet

Union, urban China or the European Community, the greater part of the

space below it would be within the green areas, for almost all of the

inhabitants would be employees, hence inside the firm boundaries.

Organizations would be the dominant feature of the landscape. A

message sent back home, describing the scene, would speak of “large

green areas interconnected by red lines.” It would not likely speak of “a

network of red lines connecting green spots” (1991, 27).

When the visitor learns that the green masses are organizations and the red

lines are market transactions, it might be surprised to find the economy described in

both neoclassical and Austrian economics as a “market” economy: “The economies

of modern industrialized society can more appropriately be labeled organizational

economies than market economies. Thus, even market-driven capitalist economies

need a theory of organizations as much as they need a theory of markets” (1991,

42).

The mischaracterization of a modern industrial economy as a market

economy is not one of the issues that divides neoclassical and Austrian economics.

If anything, Austrian economics pays even less attention to organizations than
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neoclassical theory (with the latter’s “new institutional economics”). For instance,

in Friedrich Hayek’s juxtaposition (1973; 1989) of the unplanned spontaneous

order of markets (“cosmos”) to a planned social order (“taxis”), he takes

government, and particularly socialist government, as the canonical examples of

planned orders. Hayek, of course, recognizes the existence of organizations as

examples of taxis or planned orders in the middle of the spontaneous order of the

market (1973, 46-54; 1989, 37). But organizations are mentioned as an aside (in

Simon’s terms, only “green spots” rather than “large green areas”) and cryptically

as parts of an “even more comprehensive spontaneous order” (1989, 37). There is

no recognition of their role as the principal actors in a modern industrial economy

and little recognition that much of the spontaneous order theory about the market

does not apply to organizations (taxis).

If market commerce is at best only “half” the story in the private-sector

economy, then one might find a richer set of motives associated with the logic of

commitment potentially at work in the private sector within organizations—which

means one does not need to look to the philanthropic sector to find alternatives to

the narrow self-interest usually taken as the model of market exchange.

Given the ubiquity of organizations in a modern economy, a basic problem

arises because, as Simon writes,

most producers are employees of firms, not owners. Viewed from the vantage

point of classical theory, they have no reason to maximize the profits of firms,

except to the extent that they can be controlled by owners. Moreover, profit-

making firms, nonprofit organizations, and bureaucratic organizations all

have exactly the same problem of inducing their employees to work toward

organizational goals. There is no reason, a priori, why it should be easier (or

harder) to produce this motivation in organizations aimed at maximizing

profits than in organizations with different goals (1991, 28).

Insofar as conventional economics tries at all to explain organizational

behavior—for example, in the “new institutional economics”—it falls back on the

exit-oriented template of the market transaction but with the addition of

“transactions costs” (Williamson 1985) and “asymmetric information” (Ross 1973;

Stiglitz 1974). As Simon notes:

A fundamental feature of the new institutional economics is that it retains

the centrality of markets and exchanges. All phenomena are to be explained

translating them into (or deriving them from) market transactions based

upon negotiated contracts, for example, in which employers become
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“principals” and employees become “agents” (1991, 26-7).

What are the motivations involved in organizational behavior that fall outside

the market commerce paradigm? In many cases, employees (particularly those

with high skills and professional education) are intrinsically motivated to do the

work. They need the salary to live, but they are committed to the work itself, so

their organizational involvement is not well-described simply as a market

exchange of labor for salary. Some modern management theorists such as Douglas

McGregor (1960) have probed the difference it makes if employees have or

potentially have some intrinsic motivation on the job (Theory Y) instead of only

the usual extrinsic pecuniary motivation (Theory X).

There is also the phenomenon of “identification,” where, far from just being

a seller of labor in a market transaction, the employee identifies with the

organization that is the “employer” or with the organization’s product:

A department will be less likely to skimp on quality to cut costs if its

members identify with the final product. In particular, identification

becomes an important means for removing or reducing those

inefficiencies that are labeled by the terms “moral hazard” and

“opportunism” (Simon 1991, 41).

Intrinsic motivation and identification are two examples of the commitment-

oriented factors that are important in a modern economy but which are either

ignored or inadequately treated by an economics that sees through the exit-

oriented lens of the marketplace:

The attempts of the new institutional economics to explain organizational

behavior solely in terms of agency, asymmetric information, transaction

costs, opportunism, and other concepts drawn from neo-classical economics

ignore key organizational mechanisms like authority, identification, and

coordination, and hence are seriously incomplete (1991, 42).

Intrinsic motivation and identification are also not well-described in

juxtapositions of self-interest versus altruism, or market transactions versus gift-

giving (see, for example, Godbout 1998). Like an onion skin, the “self” has

concentric layers of stronger and weaker identification that determine one’s

identity. Action in the interest of others in a family or a larger group with which

one identifies need not be seen as altruistic in the sense of selfless action but could

be seen as self-interested action in support of an expanded sense of self. In

addition, intrinsic motivation is derived from the nature of the action, not from

monetary rewards or any other quid pro quo given in exchange for the action. An
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understanding of how organizations work requires going beyond extrinsic,

pecuniary self-interest as the paradigm of motivation, and yet the consideration of

identification and intrinsic motivation are not well understood as “altruism” in

contrast to self-interest.

Rethinking Philanthropy

Now we are in a better position to rethink our original question about

philanthropy. The need for a philanthropic sector arises from the many social and

environmental problems left unresolved by the public and private sectors, i.e., the

government and the economy. While government-led social renewal is always

possible, particularly in a vigorous democracy, our focus is on somehow extending

the success of the economy to the tasks of philanthropy. To see how that might

happen, we need to understand the principal factors in a modern economy.

We have argued that modern economies are composed of two principal parts:

markets and organizations. Markets provide a natural setting for the logic of exit,

and organizations may be seen as providing a natural setting for the logic of

commitment. These are the two logics that might be applied, with the

unsatisfactory situation being a community with accumulating social and

environmental problems that a philanthropic sector might be called upon to face.

The community could be a small town, a city, a regional state, or a country.

Philanthropy here refers to one of the ways a community might try to resolve the

problems left unresolved by its governmental and economic actors—not to charity

or “do-gooderism” wherein the better-off think they can resolve the problems of

those in very different circumstances.

If the causes of the community’s problems are seen as unchangeable by means

of the public or private tools at hand, then many people, particularly the most

energetic and ambitious, will adopt the logic of exit. Since there seems to be little

chance of making the community better, they will exit to find a better community.

If communities operated like companies in a marketplace, exit could promote

renewal or, failing that, lead to the complete demise of the community and the

dispersal of its assets. But communities often do not operate like companies,

particularly regarding the bankruptcy option. Instead of triggering a process of

renewal, the exit of the most energetic and ambitious citizens makes renewal even

more unlikely. The result of the logic of exit may be a vicious circle of ghettoization

leading to a semi-permanent failed community (or failed state in the case of entire

countries). That, in turn, leads to the call for more “philanthropic” intervention in
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the sense of charities alleviating the symptoms of community failure. On an

international scale, the logic of exit leads to the flight of financial and human capital

from underdeveloped countries which, in turn, calls for a strengthened response

from international aid agencies to assist the ghettoized failing states.

It was the failure of the logic of exit in the case of Nigeria’s railroads in the

1960s that prompted Hirschman to make his analysis of exit versus voice. The

conventional economists’ logic of exit predicted that the continual unsatisfactory

performance of the Nigerian railroads could be addressed by promoting the

trucking industry to provide competition, to provide an exit for some freight

customers from the railroads to trucks. Indeed, the most discerning and time-

sensitive customers did switch to trucking, but this did not lead to any renewal in

the state-run railroads. There was then even less voice to prompt changes, so the

railroad’s performance got worse rather than better.

The key point is that the social choice of exit versus commitment depends in

large part on the extent to which people are empowered in their own community

to address their own social and environmental problems. Political participation

and action is always a possibility, but the original problems may have arisen, in

part, from those channels being blocked and ineffective. In addition, political

action to unblock those channels is always difficult for the simple reason that most

people have to devote their time to making a living and to their private family life.

Their principal activity outside of family life is their work. That is what people

typically “do all day long.” Moreover, the workplace is where most people learn

to work together to take effective collective actions to do what they couldn’t do by

themselves individually.

Economic Organizations: “Footloose” or Embedded in Communities?

The question of people being empowered in their community to address their

local social problems raises the question of their role in the economic

organizations of their community, the organizations that form “half” of a market

economy and are the natural loci for the logic of commitment. That is where

people spend their productive hours and where they have the skills for effective

joint activities (in contrast, say, to individuals volunteering after hours for

unskilled work in a charity). Why can’t these economic modalities address the

social and environmental problems that face the community?

The argument has thus taken a perhaps unexpected turn to look at the form

of economic organizations. The line of argument began by looking at where people
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apply the logic of exit or the logic of commitment. In spite of advertisers’ best

efforts, most people do not “identify” with the products they consume, and thus

they are willing to apply the logic of exit in the consumer marketplace. In contrast,

almost all people apply the logic of commitment to their own family without a

second thought. In spite of economists’ best efforts to explain organizational

behavior by using the logic of exit, it would seem that the logic of commitment

based on identification with the company and its products plays a key role in

modern economic organizations. The logic of commitment would also seem to be

the natural default for most people’s relation to the community where they live.

But as social problems accumulate, that commitment may be called into

question if there are no channels for social action to address them. It may be that

the commitment to one’s family can be honored only by exit from a deteriorating

and seemingly unchangeable local community. Since most people’s primary time

commitment outside their family is to their job, the question of economic

organization thus comes to the forefront.

Is a company embedded in a community in the sense that the community

members who work in the company (as managers and staff, for example) can see

it as an instrumentality for their commitment to help address local social and

environmental problems? Or is a company simply a footloose asset with only a

contingent connection to the community and an externally imposed “purpose”

unrelated to local concerns? Clearly both types of companies could exist. For

instance, a longstanding family-owned company would be embedded in a

community in a way that helping to address local problems would seem a natural

response in view of the family’s commitment to the community. But an absentee-

owned subsidiary of a distant company would have no such embedding or

commitment and would likely see any such efforts as a misuse of corporate

resources for some unauthorized goal. Any local commitment would be a potential

immobility retarding the efficient allocation of corporate assets to their highest-

valued use wherever that might be.

Which form of organization predominates? If the latter sort of company

predominates, then the for-profit business sector would have little commitment

to using its successful modes of organization to address accumulating social and

environmental problems. This is not “its purpose” (as determined by footloose

absentee owners with no local commitment). In that situation, there would be the

essential need for a third sector, a nonprofit sector, that could try to address the

unresolved problems. And then our question would arise of how the



V o l u m e V I 2 0 0 9 . . . 89

r e t h i n k i n g p h i l a n t h r o p y a n d b u s i n e s s

philanthropic sector might share more of the success of the “market economy.”

But as the argument has unfolded, we now see that there is another path. The

problem may lie not in the philanthropic sector but in the way most economic

organizations are structured, which blocks direct social action and thus

strengthens the need for a philanthropic sector.

The American Model of the Widely Held Company

Since this line of argument leads to an understanding of the importance of the

form of the economic companies, we will briefly review two stereotypical models:

the American model of the widely held company as a footloose company

unconnected to local communities, and the Japanese-style firm (or “J-firm” of Aoki

1988) as a model of the embedded company based on the logic of commitment.

If the exit logic fits markets and the commitment logic fits organizations, then

what would an organization look like if it were based on the logic of exit? This brings

us to the “model” of the widely held American corporation. To apply the exit logic,

we must know who’s in and who’s out. Who are the members of the organization?

There are actually two “companies”: the company as a legal entity and the

company as a working group of human beings: “The human association which in

fact produces and distributes wealth, the association of workmen, managers,

technicians and directors, is not an association recognised by the law. The

association which the law does recognise—the association of shareholders,

creditors and directors—is incapable of production and is not expected by the law

to perform these functions” (Percy 1944, 38, quoted in Goyder 1961, 57).

The legal entity, the legal or de jure company, has the shareholders as its

members. But the members of the actual or de facto company are the managers

and workers who actually carry out the company’s business. In a small, closely

held business, the de jure company and the de facto company are largely the

same. But for the large, modern, publicly traded American corporation, there is

very little overlap between the de jure company (shareholders) and the de facto

company (employees including managers). Those who are actually inside the

company (the staff) are from the legal viewpoint outside the firm and have only

a contingent market relationship (employment) to the firm. Those who are

legally inside the company (the legal members of the company) are the far-flung

shareholders who typically have no business relationship with the company (not

to mention its local community or environment) aside from the share of

ownership, and who typically have well-diversified portfolios of shares.
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The Two Companies in a Publicly Traded American Firm

The commitment-oriented logic of organizational design would be appropriate

for a company, but the problem is that there are the two companies. The

shareholders are seen as the insiders, principals, members, and owners of the (de

jure) company. When things are not going well, the shareholders are legally

empowered to change “their company” in accordance with the logic of

commitment. And since the people who actually work in the company, the de facto

company, are seen legally as having only a market relationship to the company (the

employment relation), their role is legally modeled on an exit-based logic.

In the Anglo-American economies, starting from closely held firms (with little

divergence between the de jure and de facto firms) the growth of the public market in

equity shares has created these rather odd chimeras. And as the de jure firm

(“ownership”) diverged more and more from the actual firm, the legal theory broke

down. The transaction costs for dissatisfied far-flung shareholders to organize and

actually change things were very high. And the returns from organizing enough

shareholders would be shared by all shareholders, so there was also a strong collective

action problem. Thus the logic of voice and commitment did not work in practice in

the American-style widely held company. Hence shareholders used the “Wall Street

Rule”: if you don’t like the way things are going, exit by selling your shares.

Hence the people legally empowered to implement a commitment-based

strategy (those who have the voice and vote to “change things”) use an exit-based

strategy (sell the shares). And the managers and workers who are de facto in a

position to implement a commitment-oriented strategy of voice (“change things”)

are seen legally as being outsiders (“employees”) on the other end of a market

relationship with the company. They are not the principals or owners directly

empowered by corporate law to change things, so in the eyes of the law their only

option is to quit (“exit”) if they are dissatisfied.

Any attempt of the workers, the members of the de facto firm, to formalize

powers to directly “change things” is seen as infringing on the “management

De jure
company:
largely
absentee

shareholders

De facto
company:
managers
and other
employees
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rights” exercised by the supposed agents of the far-flung shareholders who are the

legal members of the company.

Of course, this bizarre structure does not actually work. Some insiders gladly

grabbed the levers of actual control dropped by the shareholders. Those insiders are

the top managers, and thus we arrive at what Adolf Berle and Gardner Means called

the “separation of ownership and control” (1932, 89) and what is currently called

the “corporate governance problem.” The legal theory or “model” is shareholder

capitalism; the underlying reality is managerial capitalism. Since there is no legal

basis for the actual system of managerialism, the public relations machinery in the

companies, in the business press, and in academia broadcasts the professed goal of

“maximizing shareholder value” while the top managers reveal their actual goals

in their salaries, bonuses, benefits, perquisites, (manipulated) stock options, and

golden parachutes. The top managers have every interest in keeping the fantasy of

“shareholder capitalism” alive as the cover story for the reality of managerial

capitalism—much as the nomenklatura of the Communist Party had every interest

in keeping the fantasy of “People’s Democracy” alive.

From the motivational viewpoint, the bizarre model structure does not work

unless those who are legally outsiders on the other end of the employment

contract—getting only the economic reward of salary or wage—are to a significant

degree committed to and identified with the company. Although this is almost

entirely ignored by conventional, exit-oriented economics, Herbert Simon has

emphasized the point: “Organizations would be far less effective systems than

they actually are if such [economic] rewards were the only means, or even the

principal means, of motivation available. In fact, observation of behavior in

organizations reveals other powerful motivations that induce employees to accept

organizational goals and authority as bases for their actions. . . . [The] most

important of these mechanisms [is]: organizational identification” (1991, 34).

Hence the members of the de facto company do in fact tend to identify with the

company even though they are legally outside the company!

The large American firm is thus a rather odd and incoherent organization.

Those who are legally inside the firm (shareholders) use the logic of exit as if they

were outside, and those who are legally outside the firm (employees) often use the

logic of commitment as if they were inside.

This mismatch between the model and reality leaves the analyst in a

quandary. Should one analyze the rather mythical company model that lives in the
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law books and in the economics textbooks? That is the “American model”

broadcast to the world by ivory tower academics who might think that American

companies actually work that way. But since actual organizations need a healthy

dose of commitment-oriented behavior to work well, the archetypical exit-oriented

“American model” is a textbook model only. Actual large, widely held American

companies use a version of the logic of commitment, but the top managers who

assume and exercise the legal rights of the insiders (owners) often try to treat all

the other employees as outsiders on an exit-based model (in the labor relations

system, for example). Those other employees have the collective self-interest to

address local social problems, but the top managers invoke the exit-based

employee model for the de facto members of the firm in order to deny their voice.

Hence the actual large, widely held American company ends up being something

of a contested battleground between the two logics.

The Modern Japanese-Style Company

In their introduction to a book of essays by Japanese authors about the

Japanese-style firm, Ronald Dore and Hugh Whittaker echo Herbert Simon at least

as regards the Japanese case: “Most of the authors would agree that if you want

to understand what goes on in Japanese boardrooms, you can throw most of the

writings that go under the rubric ‘agency theory’ out of the window” (1994, 3).

In the postwar era the large Japanese firms have perhaps gone the farthest in

developing the organizational logic of commitment and contrasting it with the

logic of exit. For instance, to one trained to think in terms of the logic of exit, any

immobilities, rigidities, or barriers to exit would just seem inefficient and

irrational, but Japanese economists have developed the notion of useful barriers

to exit, as in the practice of a captain being expected to go down with his ship:

The way in which underpayment of wages in the early years of service

and the acquisition of firm-specific skills create barriers to exit is obvious.

These exit barriers perform several important functions for the firm as an

organizational entity. The first is the incentive function whereby the

interests of the firm and the interests of the individual are linked. Unable

easily to exit, people can only protect their interests by working to ensure

that the firm prospers. . . . The interlinking of interests means that when

crisis looms, efforts are redoubled. The option of leaving the sinking ship

is not freely available, either to the crew or the captain (Kagono and

Kobayashi 1994, 94).



V o l u m e V I 2 0 0 9 . . . 93

r e t h i n k i n g p h i l a n t h r o p y a n d b u s i n e s s

Barriers to exit can enhance identification and thus effort-efficiency or “X-

efficiency” (Leibenstein 1984).

In a similar vein, John Maynard Keynes was much concerned with the

adverse effects of the stock exchange on real investment and enterprise. He argued

that significant investment in productive enterprise should be largely immobile

and the management of an enterprise should have a long-term commitment and

engage in the application of “intelligence to defeat the forces of time and ignorance

of the future” (1936, 157). In short, investment should be based on the logic of

commitment. But when investment is securitized as a marketable asset on the

stock exchange, then it “is as though a farmer, having tapped his barometer after

breakfast, could decide to remove his capital from the farming business between

10 and 11 in the morning and reconsider whether he should return to it later in the

week” (151). The stock exchange panders to the “fetish of liquidity” and thus the

logic of exit continually undermines the bonds of long-term commitment that are

so important to problem-solving and productive enterprise.

The current economic crisis offers ample new examples of how securitization

breeds irresponsibility by substituting the logic of exit for the logic of commitment.

For instance, the traditional commitment-based banking relationship between a

local bank and a homeowner was transformed by the securitized mortgage

obligations into an irresponsible relationship where bankers could make subprime

mortgages and then slough off the consequences onto distant financial institutions

which lacked the local knowledge to value the financial assets.

The argument being made here is that this securitization-breeds-

irresponsibility phenomenon (by substituting the logic of exit for the logic of

commitment where the latter may be more appropriate) has occurred on a massive

scale in the widely held American-style corporation. With “ownership” securitized

and scattered to the four winds, the most powerful non-governmental

organizations may slough off social responsibility to the communities where they

operate. Or, put the other way around, the people in those communities are

blocked from using their principal associational involvement to address local

problems. This organizational failure in the form of institutionalized social

irresponsibility then increases the need for increased government involvement or

a third sector response to address the problems.
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Conclusion

Beyond the family, most people have thick day-to-day participation in only

one organization: their workplace. They may have some participation on

weekends and evenings in other groups such as churches and various social clubs

and hobby groups, but that marginal participation is rarely coupled with effective

social action. The more natural site for collective action to address community

problems would be where people are involved in effective collective action all day

long: their work organization. Yet we have seen that the peculiar organization of

the American-style company leaves the de facto members of the firm without any

franchise to address their common problems in the community or environment. In

contrast, there would be no such limitation on embedded companies such as

locally owned businesses or family farms making their contribution to local

problems directly through their businesses.

As was noted long ago (for example, Scitovsky 1951), there is no reason for

the entrepreneur or family firm to take profits as the sole maximizing goal

(although costs, of course, have to be covered for long-term sustainability). But

with scattered, absentee owners, profit seems to be the only thing that they can

agree on in general. Hence profit maximization has been canonized as “the goal”

of the firm when in fact it is only an artifact of a particular and in some respects

incoherent organizational form. A Japanese-style firm such as Toyota has a much

more complex set of goals (where corporate social responsibility is not just a

public relations stunt) and yet can still out-compete its American counterparts. For

the connection with the local community, one might compare any of the large car-

producing Japanese cities to Detroit. The empirical hypothesis is that the relative

size of the nonprofit sector in a country is roughly proportional to the prevalence

of the American-style model of a company as a piece of property widely held by

absentee investors with (thus) the sole goal of profit maximization.

By this argument, the size of the philanthropic or nonprofit sector in America

is a result, over the decades, of the organizational blockage in the absentee-owned

corporation that prevents people from attending directly to local matters through

the organizations where they already have collective efficacy. With those natural

channels of social action blocked, special or ad hoc nonprofit corporations need to

be created to try to address the social problems that government leaves

unresolved. Then attention is focused on how to vitalize or revitalize the nonprofit

sector so that its organizations are as effective as the productive organizations of

the modern economy.
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Our analysis suggests that the root of the matter is that the primary

organizations for effective collective action are limited by their ownership

structure to narrow, profit-maximizing goals, and this in turn requires the

strengthening of the third, “nonprofit” sector which attempts, often ineffectively,

to address the social problems unresolved by government.
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COMMENT

explaining the scale of the
philanthropic sector

David L. Prychitko

David Ellerman offers a nice paper on organization theory, one that

combines Hirschman’s two logics (exit and commitment) with Simon’s work on

organizations. He suggests that the size of the philanthropic sector in the United

States is positively related to the size of the absentee-owned, profit-maximizing

corporation. This is a novel hypothesis.

I agree with the bulk of his lengthy discussion of Hirschman and Simon

(and the contrast between the theory of American firms versus J-firms), and this

accounts for almost the entire paper. Those of us acquainted with the literature

will find little that is new here. This makes it something of a challenge for me to

find something to criticize.

I do have a few disagreements, however, and I hope that my brief discussion

of them does not distract from the key issue at hand: an explanation of the size

of America’s civil or voluntary sector.

For example, I disagree with Ellerman’s lumping of neoclassical and

Austrian economics, which he characterizes as focusing almost exclusively on

market organizations using the logic of exit. He suggests, in fact, that Austrian

economics has little or no theory about organizations, particularly for-profit

corporations. The theory of market exchange crowds out a theory of corporate

organization, what Ellerman describes as “the other half” of a modern market

system. He chides Hayek in particular for apparently juxtaposing the market

system, as a spontaneously generated order, with that of government planning.

“There is no recognition of [corporations] as the principal actors in a modern

industrial economy and little recognition that much of the spontaneous order

theory about the market does not apply to organizations (taxis).” (Ellerman

2009, 84) On this, Ellerman might be comforted to hear that younger Austrians

Prychitko, David L. 2009. Explaining the Scale of the Philanthropic Sector. Conversations on Philanthropy VI: 97-100.
ISSN 1552-9592 ©2009 DonorsTrust.
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have been working on the theory of the firm and on market-based management.

On a related note, it might be worthwhile to consider corporations—or for-

profit firms in general—as institutions that combine workers, managers, and

owners in an “ends-oriented” sense. People with unique knowledge and skills

are combined with financial and physical capital to produce not only a product

or service but also ultimately to produce profits for the owners. That is their

economic “end” or goal. We can also consider nonprofit and not-for-profit

associations as ends-oriented as well. The markets within which firms

coordinate their plans (Simon’s red-colored social structures) are largely

“means-oriented,” which is to say, profit-seeking organizations approach one

another as means to the fulfillment of their own ends. Similarly, nonprofit firms

obtain physical plant and equipment not with the intention of being “charitable”

to the suppliers but instead with the goal of accomplishing their own missions.

The modern economy, and the “civil” or “philanthropic” sector too, is

indeed unthinkable without “ends-oriented” organizations—institutions—that

fulfill their plans through “means-oriented” exchanges. I wouldn’t refer to them

as the other half of a market economy. I fully agree with Ellerman that they are

the primary actors that seek mutually beneficial coordination among themselves

using market processes. In this sense planning is universal; it is not restricted to

the interventionist plans of contemporary government bureaus. It’s a question of

who is planning and for what ends. The resulting pattern of coordination within

markets is not planned as a whole—it is not an end sought by its participants—

but emerges as a spontaneous order.

I have a minor point of disagreement with Ellerman’s brief claim that

consumers don’t follow the logic of commitment. I think we witness today a

panoply of goods that consumers (not simply the workers) strongly identify

themselves with, for better or worse. Nike, Apple, Windows, particular brands

of clothing and shops, autos, and so on inspire a sense of attachment: “I’m a

Ford Man.” “Not me, I’m a Dodge Man.” “I only drink Sam Adams.” This has

also grown to the more abstract level of “Buy American.” There seems to be little

of that kind of identification with large philanthropic organizations, but it does

seem to be growing among local consumer co-ops and other associations.

One last, minor point. I find it more difficult to accept that the family is

perhaps the clearest example of a commitment-oriented institution. Ellerman

offers the relationship of the parent to the child, but today divorce is widespread

and marriages are entered into with a strong exit-oriented strategy. One might
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say, using Habermas’s language, that the market has “colonized the lifeworld”

of potential marriage partners. One need not follow Habermas here, but perhaps

the modern economy’s exit-strategy and means-oriented behaviors are now

reaching into areas that were once strongly tied to commitments. On a related

issue, if philanthropic enterprise is modeled after for-profit, “competitive”

business organizations (if only theoretically, as in the work of Weisbrod), I think

all bets are off regarding the possibility of a vibrant and growing civil sector.

Ellerman, to his great credit, makes no recommendations whatsoever that the

philanthropic organization should be viewed through the narrow lens of

neoclassical economics and business-model imagery. I would guess that he, like

me, would hesitate to use the term “philanthropic enterprise,” because it connotes

and may even encourage the image of enterprise as commonly understood.

But it is also unclear to me what an alternative theory of philanthropic

organizations would look like. How might the Hirschman-Simon approach cast light

on civil-sector associations in general? This is not the aim of Ellerman’s paper, so I

raise the question not as a criticism but instead as a suggestion for further research.

Ellerman’s discussion of the literature of organizations seeks to show that the

American-style corporation is wedded to the logic of exit, and he suggests (at least

implicitly) that this institutional form is unlikely to be transformed into one

organized by the logic of commitment. He points to the Japanese-style firm as being

partly rooted in the logic of commitment (if imperfectly). He suggests that the J-

style firm tends to satisfy the local, specific needs and community-oriented spirit of

its workforce, lowering the incentive for people there to adopt philanthropic

associations, because they find it within their own corporate enterprise.

His is largely a theoretical paper, and I find no fault in that. At the end he raises

a testable and potentially fruitful idea: “The empirical hypothesis is that the relative

size of the nonprofit sector in a country is roughly proportional to the prevalence of

the American-style model of a company as a piece of property widely held by

absentee investors with (thus) the goal of profit maximization” (Ellerman 2009, 94)

The American economy is more likely to have a robust set of voluntary associations

than the Japanese economy because American corporations aren’t designed to

satisfy the non-work needs of citizens, who, in turn, pursue the economist’s logic of

exit. Agreements based upon commitment are more likely to emerge in the civil

sector, which is not guided, for the most part, by the exit strategy.

From the perspective of mathematical statistics, Ellerman suggests a positive

partial derivative. (That’s merely a fancy way of saying there are other variables
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at work that might explain the relatively large scale of our philanthropic sector.)

There are probably other “parts” to the explanation. I would imagine that

arguments can be made to suggest that the scope of the state (and its unintended

consequences), the level of wealth, long-term economic growth, taxation, and

other such factors also affect the incentives and motivation to pursue

philanthropic activities. In short, this is a ceteris paribus experiment, one that

good social science is apt to make.

Testing it could be a challenge. We would need to home in on the specifics.

For example, how might we measure the prevalence of the American-style

company? Corporate profits as a percent of GDP? That approach would measure

prevalence by means of accounting profit. But profits in the aggregate change

from year to year, along with real GDP, and even if we could identify a long-run

trend, is it a meaningful measure? Should prevalence be measured instead by the

level of the workforce employed in corporate firms? (This is an interesting issue

if proprietorships employ a larger percentage of the workforce. Could we predict

a kind of reversal process if the number of people employed by proprietorships

increases because of significant job losses in the corporate sector, whose long-

term consequences include a growing commitment to the philanthropic sector,

all other things constant?) How, too, might we measure the relative size of the

philanthropic sector? This immediately raises the difficult issue of defining the

philanthropic sector, a problem with which we are all too familiar. Does it

include foundations along with all sorts of voluntary associations from the Little

Brothers of the Poor to the local branch of Narcotics Anonymous? Would we look

at the number of people who are employed and volunteer in these organizations?

Would we add foundation incomes and the estimated values of volunteers’ labor

time? Would we seek to develop some kind of shadow-estimate of the dollar

market values of the services these organizations provide?

Ellerman’s fine paper encourages us to reconsider the organizational logics

and strategies of for-profit firms and their implications for civil society

associations. It should also further encourage us to develop clearer concepts

with which to study and measure the nonprofit sector.
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COMMENT

out of philanthropy
and into social enterprise?

probably not

Roger A. Lohmann

In his essay on “Rethinking Philanthropy and Business,” David Ellerman

makes it clear that he has little interest in the existing phenomenon that Bremner

(1988), Payton (1988), Ealy (2009), McCully (2008) and others characterize as

philanthropy. Ellerman’s presentation of philanthropy in this piece is

idiosyncratic, endorsing in turn both a residual, “government failure” approach

and a market failure approach to which he adds his own “philanthropic failure”

approach which, he says, could be corrected by corporate reform. The result is a

view of philanthropy and nonprofit activity, which he says is much the same thing,

as epiphenomena whose existences are conditional on the failures and

inadequacies of corporate business in enabling individuals to address collective

concerns through their work life. In this way, Ellerman seeks to move philanthropy

entirely off the map of human affairs. In its place, he offers a fairly concise

definition of what others today call social enterprise. His distinct contribution here

may well be his effort to give voice to a firmly anti-philanthropic view within the

literature of philanthropy itself. For those whose primary interest (and engagement

with this journal) is mediated not through a primary interest in “business (in some

sense)“ but through an interest in understanding philanthropy, it appears that the

Ellerman “rethinking” presaged in the title is largely a matter of simple and

complete dismissal. That business may—or in some reconfigured form, would—

offer a socially responsible venue for collective action is one of a number of

unexplored presuppositions in the paper.

Given his declared interest in replacing talk of philanthropy with a focus on

social enterprise, the paper holds little mystery about where he will eventually

Lohmann, Roger A. 2009. Out of Philanthropy and Into Social Enterprise? Probably Not. Conversations on
Philanthropy VI: 101-110. ISSN 1552-9592 ©2009 DonorsTrust.
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come out: philanthropy holds no promise of becoming a spontaneous order and

needs to be reconfigured as socially responsible business (about which no view

on spontaneous order is offered). There is, it would seem, no hope of

spontaneity from the more conventional nonprofit sector of “outside-the-family

organizational involvement to address local problems” (Ellerman 2009, 79),

which is the conception of “philanthropy” Ellerman consistently employs

throughout the paper. In contrast to the approaches of Bremner, Payton, Ealy,

McCully, and others, philanthropy for Ellerman is synonymous with existing

local nonprofit sectors and a faulty human project that ought to be discarded.

The Hirschman Typology?

Several presuppositions that appear to interest Ellerman most, or at least are

a major theme of the paper, are discussed within a framework of exit and

commitment he claims to be derived from the work of Albert Hirschman (1981).

Ellerman’s reason for introducing the Hirschman typology appears to be located

in his subsequent elaboration of an extensive search-tree formalism. However, I

fail to find any connection to philanthropy or, for that matter, to his central

argument, although there are some potential points of entry to his social

enterprise perspective.

Let me note here that Ellerman and I disagree fundamentally over our

respective readings of Hirschman, and that this disagreement is systematically

related to our respective views on philanthropy. As the title of Hirschman’s 1981

book indicates, his formulation was a three-term model, locating exit, voice, and

loyalty as strategic options (as the subtitle notes) in response to decline in

institutions including firms, organizations, and states. In embracing this model,

Ellerman appears to assume that philanthropy is currently either in a state of

decline or has always been in the sorry state he sees it in at present. After a brief

mention of Hirschman, he substitutes his own two-part formulation for the

original, one that conflates Hirschman’s trio into a pair of options, which

Ellerman terms exit and commitment. Ellerman’s commitment is a concept that

places greater emphasis on what Hirschman calls loyalty than on what the latter

terms voice. It also excises the Hirschman typology from its original context of

strategic responses to institutional decline. Ellerman offers no explanation for

why anyone faced with the state of institutional decline in philanthropy that he

alleges should have only the options of fleeing or remaining committed to a
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deteriorating institution. His own formulation, as noted above, steps outside

those narrow choices and gives voice to a thoroughgoing reform strategy.

The overall effect of his narrowing of Hirschman’s options enables Ellerman

to channel any resulting discussion of philanthropy into instances in which

philanthropic impulses can only serve to depart completely (as he himself does)

or embrace without challenge the existing philanthropic order. In other words,

by this theoretical narrowing of Hirschman he deprives philanthropists of what

many in the field would see as a primary avenue of arresting institutional

decline: giving voice to their discontents.

This constitutes a rather subtle elimination, at a conceptual level, of almost

any possibility of an emerging spontaneous order in philanthropy, by removing

the theoretical grounds for such emergence. In effect, Ellerman’s discussion and

his branching diagram offer philanthropists two options: they can go along with

things as they are, or they can leave. He even explicitly refers to this choice as a

refinement of the “love it or leave it” option. What the original Hirschman

argument said, however, was more along the lines of “love it, leave it, or speak

up about it.”

It might be interesting for a deeper understanding of the potential for

spontaneous order in actual philanthropy (as opposed to Ellerman’s straw man)

to develop the branching diagram within Hirschman’s original tripartite

distinction, allowing room not only for exit and loyalty but also for voice (in

such diverse forms as assembly, representation, speech, petition, and protest).

For it is in voice where much of the action and in particular the possibilities of

both spontaneous order and of independent philanthropy are to be found. By

excluding voice, Ellerman in effect cuts philanthropy off at the taproot. For voice,

far more than exit or loyalty, is a key dynamic of philanthropy, even in

Ellerman’s narrow sense of “outside-the-family organizational involvement to

address local problems.”

The omission of philanthropic voice is, however, consistent with the other

parts of Ellerman’s argument, such as his statist assumption that philanthropy is

a derivation of government failure. This arises first in his question, “How might

people address their community’s social and environmental problems to the

extent that government is ineffective? (2009, 79)” Ellerman himself clarifies this

issue for any who might doubt that this question embodies a government-failure

thesis. He makes quite clear in the final paragraph of the paper that it is his
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intent to see philanthropy and nonprofit organization as not arising

independently but at least in part from the failures of government.

One might well wonder why he takes this tack. In combination, these

rhetorical devices enable Ellerman to present nonprofit philanthropy as a weak

and febrile phenomenon largely without redeeming social value and incapable of

improvement within the narrow dynamics of exit and commitment, devoid of

voice, and thus any possibility of spontaneous order. Small wonder that Ellerman

seeks to dismiss such an emaciated model of philanthropy and replace it with

what he sees as a more robust, dynamic model of socially responsible business

enterprise. A pesky question we must ask is whether such an anemic portrait of

philanthropy has any grounding in reality, or if it serves only as a straw man to be

upended in favor of the more robust, virile, socially responsible business Ellerman

obviously prefers. For many of us, another question is whether philanthropy and

social enterprise should be seen as mutually exclusive alternatives?

This brings us around to the rationale of his argument: the great mystery

here is why Ellerman bothers to even mention philanthropy. Clearly, his first

interest here is corporate reform in the business sector to foster greater

responsibility and social engagement of business. This is a reasonable and

enlightened objective that can easily be pursued with little or no attention to

philanthropy. Why, then, does he bother? (For one possible answer, see my

comments on his late introduction of the market-failure thesis, later in this essay.)

Similar derivations of government-failure theory have often been employed

to rationalize philanthropy as a by-product of public sector inadequacy or failure.

This is a presupposition that simply gets things backwards, at least in the

American case. As Richard Cornuelle (1993) first suggested, a genuinely

independent (and primary) sector for philanthropy requires no derivation from

failures of either government or market. I have argued that it makes greater sense

to see an independent sector as the staging area for organizing republics and

democratic government than the other way around. Abraham Lincoln’s evocative

formulation of republican democracy as “government of the people, by the

people, for the people” suggests in part that legitimate political states are formed

in public or civic space outside of both governments and markets and take their

legitimacy from the philanthropic acts of the citizens who form them.

Countless examples support this view, including such major social acts of

philanthropy as the American Revolution and, earlier, the Mayflower Compact

(McCully 2008). In such cases, a group of citizens voluntarily associating elects
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(both in the sense of choice and of representation) to form a governance structure

or a market without raising our suspicions. By contrast, if an existing market or

government elects to form a philanthropic project of any sort, suspicions in some

quarter will almost certainly be aroused. It is a principal challenge of Ellerman’s

logic to address those suspicions in the case of corporate business.

Ellerman’s conflation of loyalty and voice into the single dynamic of

commitment also has the unfortunate effect of effectively ruling out of bounds

some of the most distinct and effective potential loci of spontaneous order or

change in philanthropy. The case of the Puritans on the Mayflower may be slightly

ambiguous: formulating that compact situated voice within a dual strategy of exit

from merry old English persecution and the need to elicit loyalty to ensure survival

in the wilderness of North America. However, the case of the American Revolution

as philanthropy is, following McCully, much more clear on this point. By focusing

on the voices of the revolutionary patriots, we can easily see that this particular

revolution was a gift to the world and to history of a distinct vision of a workable

democratic republic. The Declaration of Independence, the Articles of

Confederation, the Federalist papers, and the Constitution and Amendments

(notably the First), as well as other, lesser-known documents such as the letters of

the committees of correspondence, all might be recognized in philanthropic terms

and termed gifts of liberty to the human community.

By contrast, interpreting the American Revolution as philanthropy within

the Ellerman model dulls much of its luster. It reduces the matter to a choice

between exit (from the British Empire or back to the empire for the Tories who

exited to Canada) and commitment (to the new republic). In this dual choice,

the larger significance of these historic events for the rest of the world is lost

entirely, precisely because the voice of the revolution is lost. And how these

events would have been better served philanthropically by socially responsible,

profit-oriented business activity is a mystery. Yet, operating within Ellerman’s

logic, these are the only options.

In more contemporary, pedestrian, and mundane terms, philanthropic

mission and vision statements, advocacy activities including protest

demonstrations, assorted manifestos, strategic plans, and numerous other

examples taken from contemporary third sector practices all illustrate similarly

provocative and enduring roles of voice in philanthropy, even in the narrow

sense in which Ellerman defines it.
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Exit and Brand Loyalty

The absence of voice in Ellerman’s paradigm also means that his treatment

of the relationship between market and exit is also rather one-dimensional and

ultimately unconvincing. It may, indeed, be the case that denizens of markets

exercise exit options when the price is not right for them. However, the

suggestions that exit or commitment (perhaps in the form of brand loyalty) are

the only options and, more importantly, that only in markets can exit be

exercised, are equally false and misleading claims. Strikingly similar exit options

are available to all participants in voluntary activities of all types, and

philanthropy in particular. Members of an organization may exit at any time;

that’s why it is called voluntary association. Likewise, donors may simply

withhold their donations, and volunteers may withdraw their volunteer labor.

The problem often is that a simple choice between mute commitment and exit

isn’t really the range of choice members, donors, or volunteers may be looking

for. At times they just want someone to notice, speak out, or listen.

Moreover, the choice between exit and commitment as Ellerman presents it

here serves also to minimize or discount the spontaneous order of philanthropy

in an area close to his main interest: the kind of philanthropic entrepreneurial

activities that might best be termed product definition and market formation. As

I have noted elsewhere, the creativity of spontaneous orders is not limited

entirely to business (Lohmann and Lohmann 2002, Lohmann 2009). One of the

things philanthropic enterprises sometimes do, at times exceedingly well, is

spontaneously define through their philanthropy new products and services

which are subsequently shown to be commercially viable and around which new

markets may form. Long before there was an insurance industry or any life

insurance products in the world, nineteenth-century mutual aid and self-help

organizations in the United States and Europe pioneered this field and

demonstrated the enormous commercial markets latent in their “burial funds.”

The fact that they may not have done it as profitably as the later insurance

industry is less germane than the fact of the spontaneous generation of a new

market order through their philanthropy. Much the same can be said more

recently for child and adult day care, home health and homemaker and chore

services for the elderly, home-delivered meals, and most forms of education.

It is certainly not my intent to suggest that philanthropy is the ultimate

source of all (or even much) market innovation. That would be an absurd
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suggestion. However, it is equally erroneous to ignore or discount any

philanthropic role in product development and market formation. And both

voice and spontaneous order in philanthropy are often closely associated with

such innovation.

Simon Says: There Are Lumps in that Buttermilk

The part of Ellerman’s paper that is most important for his project is his

introduction of Herbert Simon’s analysis of markets and organizations. Whether

other Austrian economists concur with him regarding Simon’s thesis on the

relative balance of markets and organizations will remain relatively unimportant

to the study of philanthropy. However, the recognition of the importance of

organizations is an important one that bodes well for any understanding of

philanthropy precisely because so much of the current philanthropic enterprise

institutionally resides in organizations and there are so few genuine, recognized

philanthropic markets.

It is in this discussion that Ellerman outlines his strongest defense for the

social enterprise perspective which appears to be close to the heart of his

interest. He writes, “one does not need to look to the philanthropic sector to find

alternatives to the narrow self-interest usually taken as the model of market

exchange.” [2009, 84] The use here of the phrase “philanthropic sector” is one

of numerous indications throughout that Ellerman equates the nonprofit sector

and philanthropy, as noted. And one can agree with him that narrow self-interest

need not equate with market exchange. There is room here for Adam Smith’s

moral philosophy alongside his economics, and for some Tocquevillian “self-

interest properly understood.”

Ultimately, space must be made in Ellerman’s project for discussion of

possible exceptions and lacunae in the rule of thumb that corporations legally

serve the interests of their shareholders only when they are profit-maximizing.

The statements above in which Ellerman outlines a focus on local, community-

level concerns offer support for a more engaged social enterprise perspective

quite independent of any concern with philanthropy. Whether in new product

development; disaster recovery contexts in New Orleans or Biloxi; in the

consequences of deindustrialization that remain concerns throughout the Rust

Belt and beyond; or in other instances, socially responsible business is not so

much in conflict with independent philanthropy as with its own legal strictures
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and limits. To suggest that this must be seen in a kind of either-or choice of

philanthropy or social enterprise is misleading.

To forget about philanthropy completely and address his vision of social

enterprise directly would be the most logical next step for Ellerman along the

path he sets out here. Unless some partial resolution of the question of

establishing shareholder responsibility is addressed, Ellerman’s vision of

reestablishing business responsibility seems futile, much less capable of

harnessing “the far-flung shareholders from the social and environmental impact

of their ‘corporate governance’“ for “outside-the-family organizational

involvement to address local problems.” And without such reforms in corporate

governance, supplanting philanthropy through reforms in corporate social

enterprise—which seems to be Ellerman’s ultimate objective—would remain

pretty much an empty gesture.

But it is equally clear that reforming business corporations has little to do

with the primary concerns of most “philanthropologists” (to use Amos Warner’s

1896 neologism for those who study philanthropy). For Ellerman, however, such

changes appear to be the very essence of overcoming the institutional decline he

sees in philanthropy, as noted in the final section of his paper, because he seems

to believe—in contrast with civil society theorists and most sociologists and

political theorists—that the corporate workplace is the primary non-family

feature of modern social life.

“Beyond the family,” he says, “most people have thick day-to-day

participation in only one organization: their workplace.” And thus, he continues,

“The more natural site for collective action to address community problems

would be where people are involved in effective collective action all day long:

their work organization” (2009, 94). In Ellerman’s hands, this does not appear to

invoke any familiar workplace philanthropy such as workplace giving campaigns.

Furthermore, Ellerman appears to discount completely those workaday

philanthropoids who have some minimal engagement in work-related activity and

whose real interests and engagements are wrapped up in church, membership

associations, social networking, and forms of social action. He simply equates civil

society with commercial society, almost as though Adam Smith had written only

The Wealth of Nations and Adam Ferguson had written only of civil society. Yet his

argument against philanthropy is upended when one recognizes that for the idle

(not employed) wealthy, retired, unemployed, adolescent dependents, and
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numerous others, “thick day-to-day participation” in the workplace does not

accurately describe their circumstances. Even at those moments in history such as

the present where Ellerman’s “most people” statement may be at least partially

true, one might respond that there is nothing inherent in the nature of

philanthropy that makes it an issue subject to majoritarian rule. And even if it

applies only to a minority, one cannot blithely discount the reality of philanthropic

involvement lacking any discernible links to the workplace.

All of the diverse considerations and preconceptions of Ellerman’s

perspective come together in the final section of the paper, where he offers his

own unique and ahistorical explanation of the existence of contemporary

philanthropy-as-nonprofit-sector as a response to the failure of the corporate

structure of absentee-owned business to solve the problem of collective action

in the workplace:

“Our analysis suggests that the root of the matter is that the primary

organizations for effective collective action are limited by their ownership structure

to narrow, profit-maximizing goals, and this in turn requires the strengthening of

the third, “nonprofit” sector which attempts, often ineffectively, to address the

social problems unresolved by government” (2009, 95). [emphasis added]

That last sentence of his essay effectively summarizes Ellerman’s

commitment to the combined market-failure and government-failure

justifications for the nonprofit sector and to the philanthropy = nonprofit sector

presuppositions on which his call for corporate reform is premised. For him

these compound failures do not yield contending explanations for how

philanthropy is derived, but point instead to corporate reforms that would

simultaneously eliminate any necessity for both independent philanthropy and

government action.

The proof here is in the pudding: Until there is evidence of the corporate

reforms he proposes actually eliminating absentee ownership and increasing

corporate responsibility combined with further evidence of increased workplace-

related engagement with major social problems, it will be interesting to

contemplate the possibilities of Ellerman’s call for local social enterprise, but

impossible to take seriously his dismissal of philanthropy and the nonprofit sector.
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“PHILANTHROPIC ORDER”:
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Individuals act more or less simultaneously as economic agents, citizens,

and participants in civil society. Their interactions and their ways of fulfilling

these roles take many forms. Not all of them can be said to be self-organizing,

yet in several instances patterns of organization emerge spontaneously without

being deliberately designed. Of course, the market economy—or “catallaxy,” as

F. A. Hayek called it—remains the best example of such “spontaneous orders.”

But there are others. Gus diZerega (2000), for example, has identified science

and democracy as being similarly constituted by self-referential, self-organizing

(some authors prefer the term autopoietic) processes. In this paper I focus on

what I call the philanthropic order. By this I intend to refer not only to the

activities of philanthropic foundations and of individual donors but also more

broadly to a whole range of processes that allocate material and symbolic

resources through nonmarket mechanisms fuelled by more or less explicitly

altruistic motivations. Various phrases or terms have been used to describe part

of this, or something similar to what I have in mind: the voluntary or nonprofit

sector, “social capital,” and civil society more generally.

The philanthropic order complements the catallaxy by creating and

reproducing the social capital that is essential to the market process. Without

trust, for example, economic agents incur high transaction costs and

entrepreneurial initiative is thwarted by lack of funding and other obstacles. But

in other ways the philanthropic order rests on relationships and produces values

that are desired in and by themselves. Economic gains and, more broadly,

prudential goals rank high on most peoples’ agendas, but they certainly do not

exclude others that are often even more compelling, such as seeking affection or

Dobuzinskis, Laurent. 2009. French Perspective on the Origin and Logic of the “Philanthropic Order”:
A Critical Account. Conversations on Philanthropy VI: 115-139. ISSN 1552-9592 ©2009 DonorsTrust.
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self-regard, meeting ethical obligations, etc. Within the nebulous noneconomic

sphere, the giving and receiving of gifts creates networks that enable individuals

to interact in meaningful ways with friends and neighbors, but also—and this is

a rather recent development—with strangers.1 These ties give rise to a “civil

society” which exists more or less precariously between the commercial sphere

and the state.

How such networks, linking individuals, groups, and organizations by

means of diffuse cultural norms, emerge and compete with or complement the

market order is a question that looms large in French social and economic

thought. In fact, it would hardly be an exaggeration to claim that while the

Scottish Enlightenment invented the paradigm of the market as a spontaneous

order and Austrian economics perfected it, the French—or, at any rate, a certain

current of progressive liberalism distinct from the more constructivist tradition

that Hayek so relentlessly criticized, from Montesquieu, Emile Durkheim, and

Marcel Mauss to Serge-Christophe Kolm (to mention only a few standard-bearers

within that current2)—have deepened the idea of civil society as a spontaneous

order emerging from nonmarket interactions involving honor (“noblesse

oblige”), gift-giving, solidarity, and, generally, nonutilitarian values and

standards of judgment. This paradigm is not radically anti-statist, but it treats

the state in an instrumentalist or pragmatic manner, granting it no more powers

or responsibilities than are needed to resolve vexing collective action problems

such as alleviating poverty and remedying severe economic inequalities,

provided that these goals are subject to philosophical and constitutional

constraints intended to preserve liberty and private property.

The exploration of all the origins and ramifications of this admittedly rather

nebulous vision (which probably does not qualify as a fully developed

“paradigm”) is too vast a topic to be dealt with exhaustively here. My goal is

more limited: to critically analyze contributions made by two French theorists to

the discussion of gift-giving and altruism. They are, respectively, the early

twentieth-century social theorist Marcel Mauss and the contemporary economist

and philosopher Serge Kolm. References to other (mostly French or

francophone) authors are unavoidable, but there are good reasons to focus on

these two thinkers. A reading of Mauss’s writings on gifts and their social

significance is a sine qua non first step in any investigation of the philanthropic

order. As Philip Mirowski (2001, 438) put it, “[i]n economic anthropology, all

roads to the gift lead back to Marcel Mauss.” But precisely because Mauss’s
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seminal The Gift has been so often quoted and put to all kinds of uses, it is

necessary to try to recover some of the subtleties of his thought that are frequently

ignored. (There is a tendency to summarize his thesis as simply being that the gift

economy is the functional equivalent of the market economy for premodern

societies.) Kolm’s rather prolific reflections on altruism and reciprocity offer very

valuable insights from an economic perspective on the philanthropic order (1982;

1996; 2000a; 2000b; 2005; 2006). Economics is admittedly not the only nor

perhaps even the most relevant perspective on the philanthropic order, since

phenomena such as gift-giving entail a broad range of motivations and effects,

many of which have little to do with rational calculations. Nevertheless, in

addition to the economics of gift-giving being a crucial dimension of this process,

Kolm’s original and profound vision—normatively guided by Buddhist ethics—

provides one of the best examples of recent efforts on the part of many economists

to move beyond conventional models.

While in broad terms these authors work within a spontaneous order

paradigm, their interpretation of what that means differs significantly from the

more libertarian overtones of the Hayekian version. In fact they occasionally

deviate from the values that inform the latter at some critical junctures. Some of

these deviations are open to criticism, while others may be worth looking into

in order to reach a less reductionist understanding of spontaneous orders in all

their forms. In Mauss’s case an analysis of gift-giving in “archaic societies”

which strongly evokes the notion of an invisible hand producing societal peace

out of the gift-giving initiatives undertaken by individuals on their own is

followed by an exaggeratedly and somewhat naive “constructivist” proposal for

adapting such practices to modern conditions. As for Kolm’s outlook, it can be

described as offering a left-libertarian perspective, albeit a quite idiosyncratic

and original one. He starts from an axiomatic acceptance of the primacy of

liberty, but his unrelenting quest for ways of correcting what he regards as

unjustifiable inequalities3 leads him to advocate critical positions that deserve to

be carefully examined.

The Maussian Gift: A Societal Archetype

It would be difficult to overemphasize the importance of Mauss’s ([1925]

1966) essay on gift-giving. While not based on his own field research, this

curious work provides a wealth of information, most of which is scientifically

sound even by today’s standards, on practices ranging from those of the Haida
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and Kwakiult peoples in the American Northwest to those of the inhabitants of

Polynesian islands, as well as social and legal norms in the Indo-European

world, including India, ancient Rome, and modern Europe. Mauss never provided

a formal definition of gifts, but one gets the impression from the opening pages

that he was concerned with services rendered through acts of reciprocal

generosity. To describe these transactions—which take the form of gifts but serve

more important functions than what modern individuals understand by that

term—Mauss used the French word prestations. This term is difficult to translate.

The first published English translation of The Gift reused “prestation,” which not

only is rarely used in English but, when it is, evokes a monetary exchange, which

is not necessarily the case in French. A more recent translation redefines these

interactions as “total services,” in light of their functionality in the context of the

“total social phenomena” or “total social facts” Mauss claimed he was

uncovering. (This phrase, incidentally, should not be read as a claim that he had

constructed an all-encompassing theory of a preordained totality called society

that would stand above individuals and determine their behavior; instead it

should be read as an allusion to the multidimensional character of social

interactions4 and the need to remain attentive to the contexts within which they

take place. See Gofman 1998.) These “total services” appear to be strangely

paradoxical: “Among all these very complex themes and this multiplicity of social

‘things’ that are in a state of flux, we seek here to study only one characteristic—

one that goes deep but is isolated: the so to speak voluntary character of these

total services, apparently free and disinterested but nevertheless constrained and

self-interested” (Mauss [1925] 1990, 4).

More specifically, at the core of Mauss’s theory of the gift is a triangular

relationship constituting three interdependent “obligations”5: to give, to receive,

and to reciprocate. Many people in North America are familiar with the

“potlatch” ritual practiced by the aboriginal people of the northern Pacific coast,

in which vast amounts of food and other goods are periodically given away by

families to other families within the “tribe” or beyond. This is one of the

examples to which Mauss comes back repeatedly to illustrate this triple

obligation. “One has no right to refuse a gift, or to refuse to attend the potlatch”

(52), he writes, and the obligation to repay lies at the very core of this

institution, although that obligation is veiled behind the delay before the

repayment is enacted.
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In contrast to the potlatch, we tend to think of gifts today as being typically

disinterested acts. To give in such a way that we make it known that we expect

something in return spoils the act of giving and is regarded as hypocritical. This

is true not only in our relationships with our family and friends but also

regarding contributions to philanthropic causes. It is not uncommon for donors

to request anonymity, and when this is done it is generally considered to be a

highly moral act. (However, as Lior Jacob Strahilevitz points out (2007),

anonymous gifts are more likely to be offered when there is “excess capacity”;

donors are more likely to want recognition when giving is very onerous.)

A reading of Mauss’s take on this question that has immediate appeal but

which is actually somewhat simplistic (more about this below) is to conclude

that he showed that “archaic” societies differ fundamentally from modern ones

in that the former practice reciprocal gift-giving while in the latter gifts have

become disinterested; in other words, the paradox cited above is a paradox only

for modern observers. Or to sharpen this contrast, one could say that now that

commercial exchanges have become the most common form of allocating goods

and services, gifts exist only at the margin of the market economy and derive

their significance precisely from the fact that they are disinterested, in contrast

to premodern societies in which the “gift economy” prevailed. Thus some

“interests” have to be accommodated by the gift economy because they cannot

be accommodated outside of it.

There are two ways in which this somewhat facile interpretation of the

Maussian gift needs to be qualified. They both point toward a deep connection

between the rituals that surround gift-giving, on the one hand, and the very idea

of spontaneous order. The first is that Mauss showed that the “prestations” or

services exchanged were “total” in the sense that they were not strictly economic

but also had a symbolic and spiritual significance. The second, and related,

qualification, which has been highlighted by Jonathan Parry (1986), invokes

religion, and more specifically the unique character of religions that promise

salvation in an afterlife. In societies where such religious beliefs prevail, “pure”

gifts are valued as means of ensuring salvation (for example, Jesus’s saying

about giving alms, “let not thy left hand know about what thy right hand doeth”

in Matthew 6:3); by “pure” gifts I mean those that do not require reciprocation,

at least not in this world. Some indirect benefits, however, are promised to

righteous donors, for instance through the law of danadharma (the Hindu law
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of religious gifts) or in Christianity, especially in Calvinism, where the

benefactor’s disposition to give generously is a confirmation to him- or herself

of having received the gift of grace.

Mauss was aware of the difference between animist premodern societies

and either premodern or modern societies that have a belief in salvation

through good deeds. He was alerted to it by his erudite knowledge of Hinduism,

where it is seen as dangerous for Brahmans to receive gifts because giving to

them is a way to cast away the donor’s sins (Mauss [1925] 1990, 70-77; Parry

1986, 459-463). However, this poses a problem for him (albeit one that he did

not fully realize, at least according to Parry) insofar as his explanation of the

deeper structure of gift-giving grants a good deal of importance to the Maori

notion of the hau, the “spirit” of the object being given, which must return in

the form of a counter-gift. Parry notes the contrast between religions in which

the divine is immanent in nature or human experience and those where the

divine assumes a transcendent character: “[w]here we have the ‘spirit’

reciprocity is denied; where there is reciprocity there is not much evidence of

‘spirit’” (1986, 463). Thus it may well be that we ought to reverse our

commonsense view of the causal link between the commercial and

noncommercial spheres. Instead of the latter being a residue left when the

former has overtaken the social space, Parry claims that Christian civilization,

where “the ideology of the pure gift” arguably took the most universalistic

expression, has tended to “promote and entrench the ideological elaboration of

a domain in which self-interest is supreme.” In other words, the commercial

and noncommercial spheres of social life are tied in a close dialectical

relationship which does indeed survive even in our more secular times. At least

conceptually, at the level of collective representations, the commercial and the

philanthropic order are mirror images that serve to define each other.

An exegesis of the preceding remarks applied to spontaneous order could be

developed along two lines. The first, with respect to Parry’s thesis, explicitly

refers to divine providence: it is divine providence that guides the invisible hand

taking from believers in this world and giving them back their due not only in

eternal life but also in this world in the benefits of a clear conscience and so on.

On the other hand, in the premodern cultures upon which Mauss focused most

of his efforts, the invisible hand is moved by the “spirit” of the gift, which makes

it circulate among the members of the group. It was especially in these cultures

that the gift economy was most developed, because in premodern societies
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where there existed a polar opposition between pure gifts and commercial

transactions the exchange of reciprocal gifts was not coterminous with the

economic sphere as a whole. Even in these societies, however, the categories had

a tendency to overlap, and in any event reciprocity played a larger part than it

does today because many markets (e.g., markets for services) did not exist. In

all these cases, however, more or less “pure” gifts were not only a way of

allocating economic resources but also were parts of religious rituals and duties

as well as political relationships. In other words, gifts had a foundational role:

they helped to cement sociopolitical networks that sustained more or less sizable

or extended communities. As Mary Douglas notes, Mauss’s genius was to

recognize that in the “archaic” societies he studied the gift economy was both

the product of spontaneous collaboration and something more than a merely

economic process:

He also discovered a mechanism by which individual interests

combine to make a social system, without engaging in market

exchange. This is an enormous development beyond Durkheim’s idea

of solidarity based on collective representations. The gift cycle echoes

Adam Smith’s invisible hand: gift complements market as far as it

operates where the latter is absent. Like the market it supplies each

individual with personal incentives for collaborating in the pattern of

exchanges. Gifts are given in a context of public drama, with nothing

secret about them. . . . In operating a gift system a people are more

aware of what they are doing, as shown by the sacralization of their

institutions of giving (1990, xviii).

One of the reasons exchanging gifts can become a sacred moment is that gift-

giving brings peace, both within the community or association of clans (“the tribe”)

and among tribes, for example when chiefs meet and when tribal feasts take place

among rival groups (Mauss [1925] 1990, 37, 104-107). In Jacques Godbout’s words,

the Maussian gift is “a mode of transforming conflict into alliance” (1998, ix). This

is obviously a vitally important political dimension of the act of gift-giving, which

brings to light why Mauss considers it to be a “total prestation.” Nonetheless,

Mauss is not talking about the social “totality” acting as a transcendent unity but

about the acts of identifiable individuals (chiefs, clan patriarchs, and so on). In

sum, there are interesting parallels between Mauss’s paradigm and Hayek’s idea of

spontaneous order as originally defined by Adam Ferguson as something that is the

outcome of human action but not of human design.
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The Continued Relevance of the Maussian Paradigm

In the final and arguably rather confusing chapter of his essay, Mauss

attempts to show that gift-giving remains an important facet of modern societies.6

He begins by alluding to a few customs he observed in rural France, which he

offers as evidence that reciprocal gift-giving involving a whole village continued

to be a way of life, and he notes that in his lifetime there were still customs

indicating the belief that things have personalities (as seen, for example, in rituals

performed in Lorraine when cattle was sold). He then moves on to argue that

modern societies must find ways to “return” to the habit of noblesse oblige: “As

is happening in English-speaking countries and so many other contemporary

societies . . . the rich must come back to considering themselves—freely and also

by obligation—as the financial guardians of their fellow citizens. . . . [T]here

must be more care for the individual, his health, his education (which is

moreover a profitable investment), his family and their future” ([1925] 1990, 88).

The way to implement these goals, in his view, was through social

legislation. He believed that the responsibility for the circulation of wealth in

society had fallen on the state. In fairness, Mauss showed a marked preference

for “various systems of financial sharing within the framework of workers’

unions or professional associations” (Silber 1998, 136), and he mentioned

approvingly the rather paternalistic practice of “family funds” set up by

employers. Nonetheless, he was clearly under the impression that centralized

state provision of social services was the most plausible way of bringing back

the ethics of the gift. On closer examination, neither his idea that an emphasis

on gift-giving implies a “return” to a long-gone past nor his views on how the

circulation of wealth is or ought to be carried out in modern societies stand up

to critical scrutiny, as explained below.

Gifts Everywhere . . .

Some analysts insist that the gift continues to have a haunting presence in

today’s consumer society. While not at the forefront of socioeconomic discourse

or always very evident in institutional rules and practices, the “ghost of the gift”

stirs powerful emotions and makes us realize that something is missing in our

everyday lives, they argue (Callari 2002; Derrida 1992; Kenway et al. 2006). The

gift haunts us, as it were, because we sense that in at least some cases it could

still be an alternative to market exchanges but is often unspoken,
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unacknowledged, and confined to the domestic sphere. The gift is perplexing

because we do not always know how to assess its value: it is located partly

within the market economy, where gifts are purchased and their price is

sometimes all that matters to the receiver, but also outside of it insofar as they

are meant to cement relationships that are not commercial by definition. Market

prices are often a poor indication of the true meaning of a gift, and its “use

value” is frequently negligible (gifts offered or received with much joy may in

practice be redundant or possibly even something of a nuisance). Philip

Mirowski (2001) in fact argues that the gift hints at what is deficient in the

prevalent value regime, using an analogy with Gödel’s paradox: something that

can be stated within the system (in this case, the market-based value principle)

cannot be computed or proven within it; thus gifts which are free (something for

nothing) can be thought of outside the system but “cannot be adequately

encompassed within it” (455).

These are intriguing perspectives on what is admittedly something of a

mystery: the obvious anomaly of gift-giving in a world where market

transactions are more efficient. But it would be a mistake to think of the gift only

as a paradox or a ghost, let alone “an impossibility” (Derrida 1992). There are

two ways of undermining the thesis that we can only perceive the shadows of

an ancient tradition of gift-giving and sharing. The first relies on a descriptive

account of contemporary socioeconomic practices and emerging trends. This is

the path I follow next. The second consists of a more abstract discussion of

theoretical innovations that are bringing concepts such as altruism, reciprocity,

and fairness back into the discourse of economics. This is the path I follow later,

in the section titled “Serge Kolm on the Mechanisms Sustaining the

Philanthropic Order.”

Casting a more prosaic look at social realities in contemporary developed

societies, Godbout (1998, 6) brings up a myriad of anecdotal but telling

examples that lead him to declare “the gift is everywhere.” Much of what is

given in the form of personal gifts, hospitality, time commitments, and so on has

a more symbolic value than a monetary one, and what is measurable in theory

is not necessarily recorded in official statistics. Nevertheless, even if it only

represents the proverbial “tip of the iceberg,” what is known about charitable

contributions shows that the phenomenon is far from negligible. For example

(see Schuyt 2008), in ten European countries (Austria, Belgium, Finland, France,
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Germany, Ireland, Italy, the Netherlands, Spain, and the UK), charitable

donations by households, foundations, and corporations amounted to about 0.88

percent of GDP between 1995 and 2005 (and rose at a very slow pace during that

period). That percentage is higher—about double—in the United States.

Donations to charities in the United States increased significantly in recent years,

from 1.5 percent of personal income in 1995 to 2.1 percent in 2001 (Andreoni

2006, 1207), and already more than ten years ago the voluntary sector accounted

for 4 percent of employment in Great Britain and 7 percent in the United States

(Offner 1997, 450). In Canada alone the voluntary sector employed about

900,000 people at the turn of the millennium, equivalent to the total

employment in the provinces of Newfoundland, Nova Scotia, and New

Brunswick, and more than in construction and mining combined (McMullen and

Schellenberg 2002). Paralleling these trends, the growth of the scholarly

literature on philanthropy, altruism, “social capital,” and related topics in

economics, sociology, and other social scientific disciplines has been quite

impressive. New journals have appeared (such as Conversations on Philanthropy

and Chronicle of Philanthropy), and new programs have been created (such as

the University of Bologna’s Master’s Degree in International Studies in

Philanthropy and Social Entrepreneurship).

The most intriguing and portentous trend at work today, however, stems

from the technological revolution in communications. The so-called Digital Age

opens opportunities for a wide range of new nonmarket exchanges. Already a

vast array of goods (such as software, music, newspapers, and magazines) is

offered for free on the Internet. It is not just the fact that more products are made

freely available that deserves attention; equally interesting is the emergence of

new social behaviors and motivations. As Jane Kenway et al. (2006, 72) remark,

“The notion of Open Access, particularly the push toward OA research literature,

demonstrates key features of a gift economy. In this system, if knowledge is used

then its use must also be repaid, or returned to the site of circulation (i.e. go

back into e-print repository and open access journals).”

Yochai Benkler (2006) picks up on similar observations to propose a bold and

arguably slightly too optimistic vision of a future transformed by new modes of

“social production.” By that he means dispersed production activities largely

under the control of individuals, as opposed to centralized organizations, taking

place outside of conventional markets or state institutions. To some extent these

activities already have displaced current economic structures, and Benkler
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strongly argues that they will continue to do so. They also promise to increase

individual freedom and opportunities for meaningful social and political

engagement while opening up new avenues for alleviating some of the disparities

that plague relations between the developing and the developed worlds.

Benkler’s comprehensive and thorough analysis of the “New Information

Economy” bears not only on the economics of social production but also on the

attitudinal and behavioral factors undergirding it. These are already having a

profound impact on culture and politics. Clearly, as Benkler notes, “the relative

economic role of sharing changes with technology” (2006, 121).7 The old

industrial structure built on centralized commercial organizations “shunted

sharing” (2006, 121), he observes. However, now that many of the barriers have

been removed, sharing can be expected to flourish if Benkler is correct in

believing that sharing expresses an irrepressible aspect of human nature. (It is

important to acknowledge, however, that people are more likely to share or

donate time than money. See Liu and Aaker 2008.) This trend is facilitated by

the fact that the capital costs faced by individuals who wish to produce and

exchange knowledge or cultural artifacts on their own or in cooperation with

others have decreased significantly, to the point of becoming negligible. (This

may not be true in the poorest regions of the world, however.) This trend will

not cause the market economy to collapse, but incumbent market-based firms

now face unprecedented challenges. Transaction cost theory, however, suggests

that new strategies of symbiotic coexistence between social production and the

most innovative firms will arise. Because information is simultaneously both an

output and an input that can be reused by others for their own purposes, some

firms already anchored in the information economy could benefit from using free

inputs of superior quality applicable to new business operations.8 IBM, for

example, uses the open source Linux operating system for its servers and has

refocused its entire business plan on serving these machines.

The new push to broaden the protection of intellectual property is clearly

Benkler’s bête noire.9 Information, he insists, is not like other goods. The more

freely it flows, the better off we all are, and technological developments make it

increasingly possible for it to flow freely. Thus he sees the development of a new

information economy as being dependent in large measure on a revisiting of the

old concept of the “commons” (2006, 63). This context would allow cooperation

to flourish among individuals seeking goals other than monetary rewards, freely

producing information and using it to innovate. In the political realm, the
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emergence of a networked public sphere has already enhanced the freedom of

individuals to participate in the political process, which became very apparent in

the recent presidential campaign in the United States and also elsewhere.10 Benkler

fervently hopes that the new technologies will continue to strengthen civil society,

and that the state, while still indispensable in some respects, will become less and

less relevant to citizens freely cooperating on a range of civic and political projects.

The liberal “public sphere” he describes is a forum for free discussion in which

yesterday’s mass media will be less and less able to set the agenda.

This is an appealing vision, and Benkler rather convincingly refutes some of

the earlier criticisms provoked by more utopian accounts of the digital future.

For instance, he argues that the specter of a new Tower of Babel can be avoided

by establishing accreditation filters, as several popular websites have done

already. His optimism, however, obscures some of the obvious problems that

may arise when vested interests and political groups find it necessary to launch

a counterattack. Repressive regimes such as the government of China seem to

have been more successful at that than was expected at the dawn of the Digital

Age. It is not entirely clear, either, that the public at large, as distinct from highly

motivated activists, will take ownership of this networked public sphere in their

everyday lives. Nonetheless, Benkler has shown that in addition to the continued

presence of a philanthropic impulse, new and powerful technological

developments give us reasons to doubt that Mauss correctly diagnosed the

passing of the world of the gift. I now turn to a critique of Mauss’s insistence

that state-centered social policy was the only way to reinvent it.

But No Gifts from the State

Mauss’s idea that giving has been transmogrified into the institution of the

welfare state in modern times must be taken with a huge grain of salt. While

strict libertarians no doubt disagree with the following, there are good reasons

to believe that the state has a responsibility to ensure that no one falls below a

certain level of income, and that the remedial measures can take the form of

universal grants (a basic income scheme). It is probably also true that for some

forms of insurance, in particular health insurance, state funding (albeit not

necessarily management and delivery) yields efficiencies of scale. In these

instances, state intervention provides viable solutions to collective action

problems (inherent in the free rider’s tendency to give only if everyone else does

so too, which might actually be motivated by an evolutionary sense of fairness).
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I will return to this point in the next section. To posit, however, as Mauss did,

that the only way for modern people to recover the social bonds he observed in

archaic societies is to entrust the state with the responsibility of coordinating

gift-giving is a very different and unwarranted assertion.

As Godbout (1998, ch. 3) remarks, welfare state programs designed to meet

a seemingly never-ending stream of demands, and the way in which they are

implemented, differ from the Maussian gift in two important respects. First, they

never encompass the whole gift-giving cycle of giving, receiving, and

reciprocating. In a few rather exceptional instances, such as blood and organ

donations, the interrupted cycle begins with a genuine gift, but because donors

and recipients are kept apart by strict rules (at least in the case of blood

donations), there is no possibility of reciprocation. As for Titmuss’s much-

discussed argument that blood donations are not only more efficient than

commercial alternatives but also serve as a reinforcing mechanism upholding

feelings of solidarity upon which the welfare state is based, Godbout provides

rather convincing counterarguments. The blood scandals that rocked the medical

community in France and Canada in the early 1990s show that state

administrators sometimes pursue objectives that run counter to the interests of

the patients. And regarding the solidarity argument, Godbout notes that the

Swedes’ strong social democratic traditions have not prevented them from

developing a commercial blood distribution system. Nonetheless, if blood

donations provide an example of a truncated cycle that begins with a gift, the

more common pattern is that of a truncated cycle that ends with a gift (a service

of payment) but begins with the exact opposite, namely, taxes.

This point is well taken, since by definition taxes are not voluntary

contributions. It could be argued, however, that although taxes are paid

reluctantly and tax evasion can never be ruled out, there is quasi-unanimity

about the need to contribute some resources to collective action. In fact, outside

of the United States political parties gain little electoral advantage from

promising tax cuts even if it is easy to argue that the growth of the welfare state

has led to increases in taxes that go well beyond the hypothetical level that

practically all citizens would consider to be the minimum contribution they are

prepared to make to ensure that all their fellow citizens are guaranteed some

degree of protection against poverty, poor health, and so on. All the same, taxes

are not equivalent to gifts.
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The other line of cleavage between the world of the gift and the welfare

state becomes clear when one compares the way in which charitable

organizations and state agencies deliver services to their clients. At the

individual level, relationships between volunteers and the people they help are

more personal and are experienced usually as expressions of gifts, whereas the

professionalism of state agents precludes this sort of closeness. (This is not to

say that professional standards are not desirable, for they often guarantee a

higher level of service, but there is a qualitative tradeoff nevertheless.) And at

the systemic level, Godbout (1998, 60) aptly notes that the state is rarely

“content just to transfer money” and that when it assumes the role of dispensing

services, it “often seeks either to supplant the primary networks or to make use

of them in order to achieve its objectives. Let us not forget that, unlike the

marketplace, the state may legitimately define collective needs, but it is much

more difficult for it to recognize individual preferences. It therefore has a doubly

‘good’ reason to constantly strive to define people’s ‘real’ needs in their stead.”

The discussion so far has hinted at the existence of a self-organizing

philanthropic order emerging from a myriad of personal gift-giving initiatives

and a sense of indebtedness to others, be they close family members or

strangers. But it is somewhat difficult to make sense of the relation that these

formal and informal networks of communication, production, and distribution

might have with either the market economy or the state. One sometimes gets the

impression that the philanthropic order provides a foundation for these other

systems, while at other times it appears to exist in an antagonistic relation with

them. It is also sometimes presented as if it were permeating the social fabric

and helping individuals give meaning to their lives, and yet is somehow ignored

or downplayed. Sociological analysis is both illuminating and limiting in this

regard; it offers a panoply of interpretations that open up intriguing perspectives,

but it cannot provide causal models that help to explain the mechanisms that

sustain and reproduce the voluntary sector and the concrete effects of

individuals’ decisions to give time or money in trying to help others. That kind

of analysis would be useful to policymakers who have to decide how they could

or should support the growth of that sector either directly or indirectly (such as

by removing barriers to the operations of philanthropic institutions).

Toward that end I now turn to the pioneering work of the French economist

Serge Kolm, whose investigations of the economics of giving and altruism have

cleared a field that is now being explored by many others. Although Kolm and
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the economists who have taken up his challenge (see, for example, Gérard-Varet et

al. 2000; Kolm et al. 2006) of considering gift-giving a worthy subject of economic

analysis often end up revisiting and commenting on the more sociological and

philosophical themes briefly sketched out above, their contributions bring to light

parallels between the mechanisms at work in premodern societies and processes

constitutive of modern market economies. At the same time they underline the

limitations of conventional economic models. These limitations and biases must be

overcome in order to better reflect the complex reality of the choices made by

economic actors. New directions in economic research (including behavioral

economics and even more recently, “neuroeconomics”11) have brought attention to

the need for a serious rethinking of economic rationality, and Kolm’s pioneering

work adds much depth to these explorations.

Serge Kolm on the Mechanisms Sustaining the Philanthropic Order

Seeking to combine and harmonize many of the insights Adam Smith

treated separately in The Theory of Moral Sentiments and The Wealth of Nations,

Serge Kolm recently embarked on a twofold research project after many years of

writing on inequality and economic justice (see Kolm 2005).12 On the one hand,

using the formal language of mathematics and neoclassical microeconomics he

has labored to stress the relevance of the economists’ toolkit for the analysis of

the world of the gift, which so far has been mostly the province of sociologists

and anthropologists. (Kolm is obviously aware of Mauss’s work but only

occasionally cites it.) On the other hand, in part because of an abiding interest

in and deep commitment to Buddhist psychology and ethics (see Kolm 1982), he

has tirelessly argued for a need to “introduce many new and crucial aspects”

into economics in order to balance the unwarranted emphasis on “self-interested

market exchanges.” He argues that the “motivations considered will have to be

much more varied, complex and subtle (and interesting) than only strict self-

interest” (2000a, 3). More specifically, he writes, one of the consequences of

reciprocity “is that both the structure of preferences and the concepts of

solutions of interaction (in the sense of game theory) will have to be more

complex and richer. Reciprocitarian interaction elicits new concepts of solutions

and new meanings for old ones, as it entails sentiments of fairness, equity,

balance, respect for others, moral indebtedness, ‘proper’ behavior, duty, norm

following, care for image building, benevolence, altruism and so on, along with

self-interest” (4).13
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In the previous section I showed that even if it sometimes makes sense to

speak of a “gift economy,” what Godbout calls “the world of the gift”

encompasses a far broader range of phenomena and follows its own logic, one

that conventional economic models fail to accommodate. However, Mauss and

many of his followers err in their belief that these differences support the thesis

that markets and the world of the gift have always been—or should be

reinvented as—antagonistic paradigms, and that the gift economy is preferable

because it operates on the basis of more humane and morally defensible

principles. (The same error has also been committed by Karl Polanyi and those

who have uncritically adopted his hypothesis of the “embedded economy”; even

if one were to concede that anthropology provides examples of economic

phenomena that were over-determined by cultural and other societal factors, this

status quo ante is hardly something that can be recreated at will.) Although

distinct and autonomous, these two forms of spontaneous order communicate

with each other and even overlap in ways it is crucial to understand. To put it

differently, there are mechanisms that are common to both and operate in

comparable ways, even if they do not produce the same effects.

This is something that Serge Kolm has analyzed in a rigorous and perceptive

manner. His writings on gift-giving illuminate these mechanisms without

attempting to reduce one domain to the other. Kolm manages to bring to light both

the economic dimension of the world of the gift and the extent to which economic

exchanges are themselves dependent on altruism. His works underline the

complexity of these paradoxical relationships of codetermination. It would be futile

to deny that giving is often inspired by genuine generosity, but Kolm points out that

the variety of forms of gift-giving is “bewildering” and that often gifts are provided

with very different aims, and sometimes strictly opposite ones. They range from the

most generous sacrifice to being the instrument of social sentiments and relations

among the most odious, in passing by the plain service of the giver’s self-interest.

They also range from the most spontaneous . . . to resulting from the most elaborate

pondering and strategies. They are both the proof of sincerity and the classical

vector of hypocrisy and treacherous lies (2006, 19).

It is not surprising that the experience of living in societies where gift-giving

is not the dominant norm conditions many people to be selfishly generous, as it

were. As an economist, Kolm has no difficulty tracking relevant instances. These

include gifts offered in such a manner that (a) their effects overcompensate for the
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cost of the gift itself, (b) the gift conveys information that the receiver can use to

benefit the giver, (c) the gift is meant to trick a generous person into reciprocating,

or (d) the social effects of the gift (for example, in imparting a reputation for

generosity) are its primary motivation (Kolm 2000a, 11; see also Kaufman 1991;

Offner 1997). But even gifts offered for self-centered reasons can generate a

sequence of reciprocal interactions that evolve into deeper interpersonal or social

relationships. Trust is usually built in that way, for example.

This does not mean, however, that we should hold a Hobbesian view of

human nature. Although individuals are autonomous agents who should be

guaranteed the freedom to choose how to use the resources at their disposal—

Kolm call this “process freedom” (2005)—their freedom is conditional on many

tacit social skills. As Kolm puts it, “The most important effect of altruism is

probably the respect of other persons and their rights and properties, which

could not sufficiently and well be secured only by self-defense and the police.

This permits peace, social freedom defined by this respect—it is the basic social

ethics of our societies. . . . This respect is in particular a condition of a working

market system” (2006, 6). Thus he stresses that “economics, markets and

exchange, when carefully analyzed reveal the essential role of motives that are

not self-interested” (19). As a result, “many relations of market, exchange,

agreement, and cooperation thrive in spite of the presence of classical causes of

market failures which should have inhibited them, thanks to the role of various

moral conducts such as honesty, truth telling, promise keeping, fairness,

reciprocity, trust and trustworthiness, respect and benevolence” (20).

Where does this altruistic disposition come from, and how is it manifested?

There are several answers that yield somewhat different formal representations.14

Individuals may feel happier as the happiness of others increases or the welfare

of others improves, or as a certain level of income redistribution is achieved such

that no one is completely left out, as it were. These dispositions may be

hedonistic in reflecting feelings of empathy, or morally based in resting on a

certain conception of one’s duty to others. In practice these two distinct strands

are often intermingled. Kolm’s ethical outlook is more consequentialist than

deontological, since it clearly emphasizes the importance of happiness and

enlightened self-interest. (One’s concern for the welfare of others is less an

“imperative” than an integral part of one’s own happiness.) Nevertheless, Kolm

acknowledges and approves of the pervasive influence of everyday Kantianism
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in the culture of contemporary liberal societies: although people rarely act only

out of duty, deontological norms almost always enter into their decisions (Kolm

2000a, 3).

These altruistic dispositions are instrumental in several ways. For example,

Kolm echoes Benkler’s comments on the advantages of freely circulating

information in dealing with transaction costs. Moral imperatives and social

norms lead to “truth-telling, sincerity, and voluntary disclosure” (2006, 41).

More generally, enlightened self-interest (and, of course, the rarer manifestations

of “pure” altruism) helps to prevent or mitigate what would otherwise be

constantly recurring “market failures.” Echoing Smith but in reverse, he

concludes, “In improving social efficiency, these various non-strictly self-

interested conducts and motives often end up favoring the strict self-interest of

these actors. Then, disinterested conduct favors one’s strict interest in the end,

as if by a kind of immanent justice” (41).

Kolm diverges most significantly from the paradigm of an entirely

spontaneous (and private) philanthropic order; however, he stresses that state is

the best means of achieving income redistribution in favor of the most

disadvantaged members of society—something that he presumes everyone agrees

with, up to a point anyway. That is, he argues that for the purpose of “altruistic

joint giving,” which he treats as a public good, individuals can enter into an

implicit social contract involving a system of redistributive taxes.15 He maintains

that such a system “can be unanimously preferred to its absence” (16). In

addition, he argues, “a democratic political system normally secures Pareto

efficiency” in the sense that any program that is not efficient can be defeated by

a more efficient one; thus “efficiency and democracy require public aid” (17).

It is important, however, to remember that Kolm is concerned here only

with income redistribution. He offers no defense of the broader, more

qualitative, and more debatable programs that contemporary welfare states have

embarked upon in recent decades (such as employment equity, subsidized child

care, multiculturalism, and the provision of an ever-increasing list of

questionably termed “public goods”). Kolm is actually defending a point that

Milton Friedman and F. A. Hayek advanced in their advocacy of a minimum

income guaranteed by the state—an idea that had been recently reanimated in

some of Charles Murray’s work. As a left libertarian, Kolm is in favor of a more

generous redistribution than either Friedman or Hayek contemplated, and he has

provided a very sophisticated and elaborate scheme which he calls Equal Labor
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Income Equalization (ELIE), which seeks to compensate individuals for lack of

access to the resources they need to exercise the right to full self-ownership. The

essential point of this scheme (see Kolm 2005) is that there are efficiency gains

to be made from public implementation (such as through the tax system). After

that, what individuals decide to do with their income is up to them, and if that

income is high enough, the state can dispense with most of its other

administratively cumbersome programs.16

This being said, Kolm acknowledges that the philanthropic order extends far

beyond the simple goal of income distribution. He makes it quite clear that since

giving is a voluntary act and gifts, by definition, cannot be imposed, good social

relations based on gift-giving and reciprocity cannot be planned or enforced by

state action (2000c, 175).17 Moreover, he also acknowledges that even with

respect to income distribution there are reasons to be satisfied with private

charitable organizations or favor them, if one is motivated by goals other than

efficiency (such as demonstration effect, self-esteem, putative reciprocity, and a

belief in the Kantian imperative of universalization—“what if no one

contributed?”; see 2006, 106).

What is arguably missing from Kolm’s analysis is an account of the

institutional context within which good social relations based on altruism or

enlightened self-interest can flourish, and of the processes that give rise to such

institutions. This is perhaps why he tends to assume that the state is often the

best means of solving collective action problems even though technology and

Benkler’s “social production” could provide viable solutions either now or in the

near future. The question of how institutions emerge and the self-organizing

logic that best explains their evolution is a domain that, as I have shown, Mauss

explored very perceptively in the context of premodern societies. Hayek, for his

part, explored at length the same problem in the modern world; unfortunately,

he downplayed the importance of the altruistic feelings he described—

mistakenly, I believe—as a dispensable relic from a bygone era, a necessary step

in social evolution but one that is counterproductive in the “extended order” in

which the citizens of liberal democratic societies committed to free markets

happen to live (Hayek 1988, 19-21). While it is most certainly true that a

preference for fairness and conditional altruism evolved in the very early stages

of human development, I hope to have shown that Kolm’s propositions about

their continued importance in economic life are more convincing.
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Conclusion

French—or, perhaps more appropriately in today’s globalized world,

francophone—scholarship has made extraordinary contributions to the analysis

of a broad set of psychological and sociological phenomena which terms such as

altruism, reciprocity, gift-giving, and philanthropic institutions serve to describe

without fully evoking their richness and complexity. The strong anti-utilitarian

bias that runs through the French intellectual academic world accounts in large

measure for this fascination.

In focusing on Mauss and Kolm, I have dealt with arguably two of the most

prominent thinkers within that tradition, but it would be wrong to conclude that

they represent the sum total of what this tradition has to offer. Nonetheless, both

thinkers typify in their own ways the limitations of their respective disciplines and

the difficulties that even scholars who share certain values and common interests

face in trying to move beyond these limitations. Anthropologists may dabble at times

in discussing what they identified as the “gift economies” of nonwestern, premodern

societies, but on the whole their economic commentaries are rather amateurish, and

when it comes to the analysis of contemporary phenomena their prejudices against

market processes prevent them from understanding the many ways in which the

world of the gift and the Hayekian catallaxy potentially complement each other. And

although that sort of complementarity has been lucidly analyzed by Kolm and the

economists he has influenced in France and elsewhere, their microeconomic

methodology prevents them from dealing adequately with the relevance of their

subject matter to the construction of a macro-theory of the philanthropic order in all

its dimensions, including the historical and cultural aspects.

NOTES
1 The contrast between communitarian and cosmopolitan sympathy can be

traced back to the eighteenth century, with Jean-Jacques Rousseau

upholding the former and Immanuel Kant the latter, but the acceptance of

the ideology of universal human rights is a late twentieth-century

development.
2 One would also have to include the philosopher Alfred Fouillée (who was a

contemporary of Durkheim) and, in today’s context, the economist Alain

Caillé, the founder of the Mouvement Anti-Utilitariste dans les Sciences

Sociales (MAUSS).
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3 His neglected article “The Optimal Production of Social Justice” (Kolm 1969)

proposed several key concepts that were later picked up by other authors to

whom they are often erroneously attributed and which triggered the

“considerable wave of inequality research that began in the 1970s”

(Lambert 2007, 213).
4 For example, Mauss asserts that the potlatch is simultaneously a religious and

an economic phenomenon that also touches on “social morphology and has

some of the attributes of a contract.”
5 Whether the gift creates “obligations” in the strict sense of something one is

literally obliged to do is challenged by Alain Testart (1998), who argues that

Mauss’s theory is like a Procrustean bed that ignores important differences

between very dissimilar forms of exchange. However, see note 4 above.
6 Mauss was writing in the early 1920s, so the term “modern” still applies,

although “contemporary” would be a stretch.
7 The meaning of “sharing” can probably be stretched to include the Maussian

pattern of giving, receiving, and reciprocating.
8 The constant improvement of open source software is due to the fact that it is

developed by a large community of programmers motivated by the

recognition they get from their peers. These programs are often as good as

proprietary ones or better.
9 He raises many valuable objections to policies currently pursued by Western

governments which already have had a significant impact on property

regimes; patents on a multitude of genomic discoveries are a case in point. I

agree with Strahilevitz (2007) that he sometimes overstates his case. If the

alternative to patents is a strategy of keeping trade secrets, a movement

away from intellectual property protection may not bring a strong new flow

of innovative applications.
10 In the 2004 Democratic primaries, Governor Howard Dean surprised the

political establishment with his skilful use of the Internet to mobilize

supporters in ways that also empowered them. This strategy was replicated

with even more success by Senator Barak Obama in 2008. In the 2007

presidential election in France, the socialist candidate Ségolène Royal used

similar tactics.
11 The website of the Center for the Study of Neuroeconomics at George Mason

University describes neuroeconomics as follows:
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“Neuroeconomics is an interdisciplinary research program with the goal of

building a biological model of decision making in economic environments.

Neuroeconomists ask, how does the embodied brain enable the mind (or

groups of minds) to make economic decisions? By combining techniques

from cognitive neuroscience and experimental economics we can now

watch neural activity in real time, observe how this activity depends on the

economic environment, and test hypotheses about how the emergent mind

makes economic decisions. Neuroeconomics allows us to better understand

both the wide range of heterogeneity in human behavior, and the role of

institutions as ordered extensions of our minds.”

(http://neuroeconomics.typepad.com/neuroeconomics/2003/09/neuroecono

mics_.html)
12 For an introduction to Kolm’s political economy, see Dobuzinskis (2000).
13 For a technical example of the application of these recommendations applied to

an analysis of the “return-gift game,” see Kolm (2000b).
14 Kolm revisits Vilfredo Pareto’s forgotten distinction between utilities and

“ophelimities” (Kolm 2000a, 16-23; 2006). The latter are estimations of

individuals’ material welfare, whereas the former take into account mutual

interactions: my utility is a function at the very least of your welfare, if not

in a more complex (reflexive) manner of your other-regarding utility.

Depending on whether individual i is interested in either the happiness or

welfare of others, his or her utility function can be written as ui=ui(u, x)

or ui=ui(w), where u stands for the happiness of all individuals, x

represents other relevant factors (which could include the welfare of

others), and w={wj} denotes the welfare of all individuals (and j≠i). It is

then possible to continue with utility maximization, but on the basis of

more plausible assumptions.
15 Kolm does not appeal to self-interest in trying to justify the plausibility of such

a contract but instead appeals to (a) a commonly shared sense of fairness,

(b) our capacity for impartiality, and (c) the effectiveness of dialogue in

reaching agreement over fundamental social choices (see Kolm 2005, 299-

300).
16 Although with respect to “fundamental insurance” schemes (such as health

insurance) that protect people against the occurrence of differences they

unanimously consider unfair, Kolm argues that “questions of information and

practicability lead to public implementation” (2006, 71), he remains agnostic
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regarding what sort of insurance scheme individuals may choose to bargain

for. He implies that other than sickness and lack of basic education there are

few differences which individuals will unanimously agree to be insured

against (Kolm 2005, 446).
17 Assuming, however, that a common arrangement of preferences is one in

which the preferred state of affairs consists of conditional gifts (that is, gifts

offered when others give too), legislation imposing a reciprocal contribution

(albeit not strictly speaking a gift, since gifts have to be spontaneous) might

bring about a Pareto optimum (Kolm 2000c, 180). A possible example would

be tax credits for donations to charitable organizations, insofar as they force

nondonors to compensate through their taxes for the loss of revenue to the

government.
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COMMENT

traditions of philanthropic order

Christine Dunn Henderson

Through a discussion of French thinkers Marcel Mauss and Serge-

Christophe Kolm, Laurent Dobuzinskis’ thoughtful paper investigates what he

calls the “philanthropic order,” a self-organizing order which originates in

individuals’ gift-giving initiatives and creates complex webs of interdependence,

obligation, and connectedness among people. Perhaps more familiarly known as

the nonprofit sector or civil society, the spontaneously arising philanthropic

order exists, as Dobuzinskis notes, “more or less precariously between the

commercial sphere and the state.” (2009, 116) Dobuzinskis defines the

philanthropic order broadly, including not merely the activities of donors and

foundations but also “a whole range of processes that allocate material and

symbolic resources through nonmarket mechanisms fuelled by more or less

explicitly altruistic motivations.” (115) Although aware of possible tensions and

conflict, Dobuzinskis nevertheless seems to understand the philanthropic order

as an essential complement to the market order, insofar as it produces and

reinforces the social capital upon which the market depends, by enabling

individuals to interact with other individuals (friends, neighbors, and even

strangers) in a manner independent of yet broadly beneficial to the economic

order and perhaps to the political one as well.

A desire to explore more completely the nature and place of the

philanthropic order in modern society leads Dobuzinskis to Mauss and Kolm.

Dobuzinskis’ discussion of Mauss’s seminal work, The Gift, highlights the triple

obligations—to give, to receive, and to reciprocate—behind gift-giving in older

(“archaic”) societies. By emphasizing the obligations at the heart of what is

often considered a purely voluntary act, Dobuzinskis reminds us that historically

what we now call philanthropic acts have sprung from complex mixtures of

selfishness and selflessness, and that self-interestedness does not “contaminate”

Henderson, Christine Dunn. 2009. Traditions of Philanthropic Order. Conversations on Philanthropy VI: 141-146
ISSN 1552-9592 ©2009 DonorsTrust.
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the philanthropic act itself, as seems often thought today. In Mauss’s words, the

world of the gift is one in which “obligation and liberty intermingle” (Mauss

2000, 65), in that the apparently free act of gift-giving springs from a range of

motives, including senses of obligation. The urges giving rise to the

philanthropic order are not simply disinterested or altruistic, nor are those

impelling the commercial order merely selfish in any simple manner. Mauss’s

study also reminds us that customs of gift-through-exchange create “the

framework for a whole series of other exchanges, extremely diverse in scope,

ranging from bargaining to remuneration, from solicitation to pure politeness,

from out-and-out hospitality to reticence and reserve” (27). Gift exchanges frame

other exchanges, and the divide, then, between civil society and commercial

society is not as sharp as some claim.

Because Mauss’s work emphasizes reciprocal gift-giving in premodern

societies, one (even Mauss, indeed!) might conclude that the gift economy has

largely been replaced by the commercial economy in modern society. Has the

age of the gift passed, and do nonmarket exchanges today play only a marginal

role in the allocation of goods and services? Dobuzinskis is perhaps most

interested in correcting what he believes is an oversimplification of Mauss on

this point. His corrective approach to this oversimplification begins by citing

statistical indicators of current philanthropic activity as signals of the continued

or perhaps renewed importance of gift-giving in modern society. Next,

Dobuzinskis offers a very interesting discussion of the status of the philanthropic

order in a digital age. The discussion’s focus on the importance and benefits of

sharing in the world of information technology points to a robust role for

philanthropic communities in this arena. Dobuzinskis’ treatment of Open Access

sharing invites us to think more about the role of technology in the philanthropic

order and about technology’s ability to make communities out of strangers.

What are the possibilities and limits of virtual community? Are these

communities as strong as traditional communities? Stronger? And how might the

philanthropic order best harness their strength?

Perhaps with some of these questions about virtual community in the

background, Dobuzinskis wonders whether the philanthropic impulse has been

stilled by the modern age, thus returning us to earlier speculations about the

nature of that impulse and turning him from Mauss to Serge-Christophe Kolm.

Applying the analytic tools of contemporary social scientists and economists in

an effort to understand the interrelations between the spontaneous orders of
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market and philanthropy, Kolm’s work delves into the roots of the altruistic or

“gifting” disposition, emphasizing the importance of the giver’s happiness and

enlightened self-interest. Not only does Kolm bring out the range of calculation

and spontaneity involved in gift-giving, but his research also reveals how even

nakedly self-interested acts can generate interactions which yield “disinterested”

and socially beneficial results. Moreover, Kolm reminds us of the manner in

which actions—even those initially performed out of simple self-interest—can

become habitual and largely divorced from their original motives. As

Dobuzinskis notes, “even gifts offered for self-centered reasons can generate a

sequence of reciprocal actions that evolve into deeper interpersonal or social

relationships. Trust is usually built in that way, for example.” (2009, 131)

Dobuzinskis focuses on Kolm’s investigations into the complexities linking

the worlds of gift and market, and also on Kolm’s keen awareness of the subtle

mix of motives behind both apparently interested exchanges (such as economic

ones) and apparently disinterested ones (such as gifts). Drawing attention to

Kolm’s indebtedness to Adam Smith, Dobuzinskis describes Kolm’s general

project as an attempt to solve the so-called “Adam Smith problem,” or to

“combine and harmonize many of the insights Adam Smith treated separately in

The Theory of Moral Sentiments.” (129) Surprisingly, however, Dobuzinskis does

not emphasize Kolm’s indebtedness to another perceptive analyst of enlightened

self-interest, Alexis de Tocqueville. Enlightened love of self, Tocqueville explains,

teaches individuals about the manner in which selfish interests can be advanced

by serving others. Americans, who Tocqueville believed had perfected this art,

“show how the enlightened love of themselves constantly brings them to aid each

other and disposes them to willingly sacrifice a part of their time and their wealth

for the good of the state” (Tocqueville 2000 [1835], 502). While Americans may

do themselves a disservice in overemphasizing the role of self-interest in their

altruism, Tocqueville praises enlightened self-interest for creating a multitude of

farsighted and moderate citizens, each ready “to sacrifice a part of his interest to

save the rest” (503). Insofar as the motive for sacrifice is self-interested, the act

may not be strictly virtuous; Tocqueville concedes this, yet he is also aware that

even self-interested acts of philanthropy create a habit of gifting which

individuals might then practice with less attention to self-interested motives.

Although Dobuzinskis does not explore the Tocquevillean roots of this

aspect of Kolm’s work, he rightly notes that both Mauss and Kolm are part of a

greater French tradition of liberalism, a tradition sadly neglected in favor of the
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statist ideologies which have dominated French intellectual life for more than a

century. Within that almost forgotten liberal tradition, three figures come to

mind as precursors of these discussions of Dobuzinskis’ philanthropic order:

Montesquieu, Constant, and Tocqueville. The discussions of “intermediary

bodies” in Montesquieu’s Spirit of the Laws stress the need for secondary entities

as countervailing forces to centralized power and as guarantors of liberty (1990

[1748]). Montesquieu emphasizes bodies such as the aristocracy and the clergy,

but interpreting intermediary bodies more broadly reminds us of the essential

role played by private associations—including those constituting the

philanthropic order—working outside of political power within a free society.

Carrying this further, Benjamin Constant defines the existence of a civil society

as the very essence of modern liberty. For Constant, “there is a part of human

existence which necessarily remains individual and independent, and by right

beyond all political jurisdiction” (2003, 31). Modern man understands freedom

chiefly in terms of a private sphere reserved to him, in which he is free to

express his opinions, choose his religion and profession, dispose of his property,

and associate with others for whatever purposes he desires (Constant 1988, 311).

Constant recognizes that although political liberty is indeed part of modern

liberty, civil society—or to return to Dobuzinskis’ language, the philanthropic

order—may well be its flowering.

Of the French liberals, however, Tocqueville seems to provide the greatest

insight into the philanthropic order. As we have already seen, his perceptive

analysis of self-interest rightly understood sheds light on the often complex

motives behind philanthropic acts. Beyond this, Tocqueville’s writings on civic

associations offer a window into the relationship between the philanthropic

order and other orders (market, political) in a free society. Americans, writes

Tocqueville, make “constant” and “skilled” use of a vast range of civic

associations (2000 [1835], 489). The science of association, he argues, is “the

mother science” of a democratic society (492), with citizen self-government

being the school of associative life more generally. Political associations give

citizens the habit and taste for uniting for a variety of shared purposes, and

democratic citizens carry this habit well beyond their political activities. The rich

associative life within a robust civil society gives citizens a preference for doing

things themselves and for working through associations to solve problems,

rather than expecting political leaders to solve those problems for them. By

forming associations in order to tackle problems, citizens are also reminded of
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their own power. Tocqueville argues that this reminder is especially necessary in

democratic times, when individuals are more likely to feel overwhelmed and

impotent. In this sense, then, civic associations (including philanthropic ones)

serve a function akin to Montesquieu’s intermediary bodies, providing essential

protection against tyranny. “It is clear,” writes Tocqueville, “that if each citizen

… does not learn the art of uniting with those like him to defend it [his liberty],

tyranny will necessarily grow with equality” (489).

Mauss’s investigations of the gift economy in premodern societies and

Kolm’s studies of altruism do help us better understand the complex motives and

movements within the broad entity Dobuzinskis calls the philanthropic order.

But how instructive are they concerning the place of that order in a free society?

I raise this question because their advocacy of a free society seems qualified at

best. As Dobuzinskis reminds us, Mauss and Kolm begin from Hayekian

premises, in that they work within the paradigm of a spontaneous—and

private—order. In this sense they are heirs of Adam Ferguson, Adam Smith, and

Friedrich von Hayek, as well as of the French liberal tradition which saw some

form of private associative life as a counterforce to governmental power and as

an essential bulwark of liberty. But Mauss and Kolm draw different conclusions

from the classical liberal lines in that they look to legislation rather than

spontaneous or voluntary order to achieve their respective ends of restoring the

ethics of the gift and redistributing income. Thus Mauss and Kolm can only take

us so far, and if the philanthropic order is essential to the flourishing of

individuals and of free societies (and I believe it is), our conversation about

them should be complemented by a conversation about these earlier French and

Scottish traditions.
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COMMENT

putting philanthropy in order

Jack Birner

The writers of many economics textbooks state the discipline’s subject matter

as the study of what is produced for whom, and how. Curiously enough, they rarely

complete the usual list of “wh-” questions to include when and why. This is

symptomatic of the neglect by mainstream economics of time and people’s

motivations. The neglect of time—and of demography, which until about 1911 was

an integral part of every course in economics—has left economists, governments,

and private citizens insufficiently prepared for dealing with the consequences of the

aging of industrial societies. Ought the government to provide for our needs after we

have stopped working for our income? In that case we have to decide how to

redistribute the earnings and wealth that have been generated by the market,

through taxation and transfer payments by the government. Or should the provision

for old age be left up to private initiative? The latter is usually interpreted as meaning

that every individual takes care of their own pension. But the sphere of private

initiative does not stop here. Individuals may also decide to voluntarily transfer their

wealth to others without expecting anything in exchange. This is the sphere of

altruism and philanthropy, which also suffers from a lack of attention by economists.

It is therefore welcome that Laurent Dobuzinskis raises the question of how

to integrate altruism into economics (2009). He discusses the role of civil society

and its relationship to the market economy and develops the argument that a

philanthropic order essential to the welfare of individuals and to the growth and

stability of what Hayek calls the "Great Society" evolves parallel to the market

process. For his discussion of altruism he builds upon the work of Marcel Mauss,

student and son-in-law of the great French sociologist Emile Durkheim. His

analysis of the market order follows the ideas of Friedrich Hayek. All this puts

him squarely in the tradition of Adam Smith’s research program, as I will now

try to explain.

Birner, Jack. 2009. Putting Philanthropy in Order. Conversations on Philanthropy VI: 147-154. ISSN 1552-9592
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Smith’s Research Program

Smith’s most famous book, the Wealth of Nations, looks into the causes of

economic growth. It investigates the role and functioning of both the market and

government. This is one part of Smith’s research program. The other,

complementary part, published previously in The Theory of Moral Sentiments,

analyzes civil society. This is the domain between the spheres of influence of

government and of the market. In contemporary literature it is often referred to

as social capital. The fact that Smith put the market and government together with

this intermediate domain on his research agenda makes him a pioneer. One of his

followers on this path is Durkheim. In his first book, De la division du travail

social, Durkheim turns the analysis of civil society, and what distinguishes it from

the subject matter of economics, into the foundation of sociology. This is argued

in Birner and Ege (1999), where we contrast Durkheim’s work with that of Hayek,

and in this comment I build upon what we have said there.

What is the Question?

Dobuzinkis states without further argument that the market order and the

philanthropic order are complementary. I prefer to reformulate this as the

question of the extent to which gift-giving and market transactions influence

each other either positively or negatively. An extreme way of putting this is to

ask, is it better to have a market society in which all transfer payments are

defined by law in terms of rights and obligations, or one in which they are gifts

that depend exclusively on the benevolence of individuals?

These cases are ideal types in which there is no room for civil society. In

reality we have seen that in communist regimes civil society emerged out of the

private initiatives that aimed at remedying the defects of the centrally planned

economy. These initiatives often showed market-like features. In market

economies, on the other hand, the role of government is more limited. But the

market fails to provide for everything the government does not. There remains a

set of goods and services desired by citizens that are not produced by either

government or the market. This leaves room for private initiative and

spontaneous social organizations for providing collective goods, club goods, and

goods that are transferred directly between individuals. Philanthropy belongs to

this sphere. What it does is to redistribute wealth according to the preferences

of the donors without there being any rights or obligations (other than those

stipulated in the private agreement between parties) on the part of the receivers.
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Defenders of distributive justice would like to see the sphere of transfers by

the government extended. While not necessarily opposed to private donations,

they favor the creation of rights to transfer payments for those who do not have

the means to provide for some set of goods and services that are considered to

be “basic.” At the same time they want to impose the obligation to pay for these

transfers on those who are sufficiently well-off. Such an extensive scheme of

rights-based transfers leaves less to be distributed by philanthropy. Apart from

objecting that such a system implies an intrusion on individual freedom, market

liberals such as Hayek and Friedman argue that making redistribution part of a

“bill of rights” risks undermining the incentives that make a market system

function. My assessment is that there is likely to exist an optimum mix between

the two extremes. The questions of how that mix is composed and whether it

can be optimized according to some criterion must ultimately be answered by

empirical research. Here I will raise some preliminary theoretical issues.

The Market and Philanthropy: Solutions to Different Problems?

Markets are the solution to the problem of coordination; gift giving, according to

Mauss, is an instrument that reinforces cooperation and solidarity. Society, in order

to be stable through time (or reproduce itself), needs both the coordination of the

actions of individuals and their cooperation—as Smith understood well. Hence

Dobuzinskis’ idea that the market and philanthropic orders are complementary is a

hypothesis with a respectable intellectual pedigree. Durkheim and Hayek represent

two contrary traditions within Smith’s research program. Hayek tries to explain

cooperation as arising out of market relationships. Durkheim does the reverse. Hayek

believes that cooperation works only in small groups whose members share common

objectives. As soon as the groups grow and the skills and preferences of their

members differentiate, cooperation is not enough, and the market is needed to

coordinate individual actions. It is precisely this idea that Durkheim rejects. He puts

in its stead the priority of social cohesion over market exchange and the pursuit of

self-interest, observing that without cohesion, competition (which is basic to the

functioning of the market) becomes a centrifugal force that threatens social stability.

Mauss argues that gift-giving creates solidarity. So, combining Durkheim’s and

Mauss’s ideas, philanthropy would be part of the necessary conditions for

maintaining the framework in which the market can function. Mauss’s work on gift-

giving raises general issues that can be used to clarify the relationships between

allocation through the market and through voluntary transfers.
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The differences between Hayek’s and Mauss’s approaches are clearly

illustrated by their ideas on the emergence and function of credit. For Mauss,

financial credit as we know it has evolved out of a system of giving, accepting,

and reciprocating gifts that serve as a provision for the future for individuals.

Gift-giving, while creating cohesion, is not deprived of elements of self-interest.

For Hayek, on the contrary, credit is the result of the spontaneous emergence of

partial-reserve banking in a market economy. Not only did it make it possible for

individuals to permanently live beyond their means, it practically forced them to

do so, producing ever more in order to be able to pay their debts, thus making

credit one of the causes of economic growth.

For Mauss, credit and social security are closely related. A system of old-age

pensions is an integral part of the cycle of giving, receiving, and reciprocating.

In Hayek’s and Friedman’s thought, on the other hand, social security should

remain limited to a “safety net” that keeps individuals from starving if they

remain without an income. Their proposal is added to their market liberalism in

an ad hoc manner. Hayek gives no arguments why individuals who through no

fault of their own remain without an income should receive transfers to keep

them from being destitute. Friedman’s negative income tax proposal equally

lacks a solid theoretical foundation. Hayek’s proposal might be underpinned by

an appeal to a Rawlsian, veil-of-ignorance, implicit-contract model of society

(which may be why Hayek, who is averse to social-contract theorizing, did not

elaborate the issue in this direction). The link with game theory might be

pursued: the market is part of an institutional framework that keeps a repeated

positive tit-for-tat spiral of interaction going. Therefore, it is in everybody’s

interest that individuals should not be discouraged from participating in the

market process by the prospect of losing everything. A further step in this

direction would be the idea that guaranteeing individuals a minimum income

may keep them from undertaking actions that threaten the existence of the

market economy. But whatever argument one chooses, the theoretical work

remains to be done.

Transfer Payments, Entitlements, and the Law

As to pensions, Hayek and Friedman presumably leave provisions for old

age up to private initiative or consider them as being covered by the social safety

net or negative income tax. Hayek’s crusade against “social justice” may have

kept him from elaborating on these issues. At any rate, he did not deal with them
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in Law, Legislation, and Liberty (1973-1979), which is about the legal framework

of the market order. Now, as Durkheim had recognized—and he even made it a

cornerstone of his theorizing—laws are the sedimentation of social norms. They fix,

and make explicit, rules of behavior that may or may not have emerged

spontaneously into a codification that starts to lead a life of its own. In Karl

Popper’s words, laws become part of World 3 (cp. for instance, Popper 1967). One

consequence of this is that they become susceptible to criticism, and hence

amelioration, an aspect that Popper emphasizes in The Open Society and Its

Enemies (1945). Hayek, on the contrary, warns against consciously meddling with

laws which are the endogenous result of a spontaneous process of social evolution.

He holds up the English system of jurisprudence, the accumulated wisdom of the

responses of individual judges to concrete cases, as an example to be followed. But

here he runs into conceptual difficulties, because he has to draw a line between

human actions and decisions that give rise to certain social norms spontaneously

and those having the express purpose of influencing norms. We may object that

purposely introduced interventions may have beneficial effects (a successful

vaccination campaign, for example), and whether these effects are intentional is a

secondary matter. Unintended consequences, on the other hand, may be disastrous.

(AIDS is a dramatic example.) There is no reason why we should accept all and any

unintended effects of individual actions as positive and condemn any consequences

of individual actions and decisions that turn out to be exactly as intended because

of the fact that their realization coincides with their planned objectives.

Let’s apply this to redistribution. For Hayek, redistribution is acceptable to

the extent that it is an unintended effect of changes in individuals’ participation

in market exchange. Where does that leave the redistribution that is the

consequence of the express philanthropic wishes of an individual? Must

philanthropy be forbidden because it has intended redistributive effects? That

would conflict with individuals’ liberty to dispose of their possessions as they

like. Or must philanthropy be allowed or even encouraged insofar as it has

beneficial unintended effects that enhance the working of the market? In order

to be consistent, Hayek would have to accept the latter while rejecting the

former. In reality, however, matters may be more complex that this. Philanthropy

has intended collective redistributive effects; if it didn’t, nobody would engage

in it. At the same time, if we accept Mauss’s idea and combine it with that of

Durkheim, philanthropy reinforces the social cohesion that is necessary for the

functioning of the market. Clearly, we have to move beyond Hayek’s framework.
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Philanthropy: Rights, Power, and Discrimination

Even if we accept that a right to receive transfer payments from private

fellow-citizens does not exist, we may still question whether it is acceptable that

an unequal distribution of gifts is entirely dependent on the whims of a Bill

Gates or a Warren Buffett. (As a matter of fact, they have limited their personal

influence by conferring their gift-destined wealth to foundations. But

foundations need statutes, so what do we write into the statutes?) A related

matter has to do with the power that comes with wealth. If certain basic

provisions of citizens become dependent on private donations, as was the case

with clientelism in ancient Rome, givers acquire more power than can be

justified, in a democratic society, by leaving everything up to private initiative.

The freedom to give what you want to whom you want is equivalent to the

power to exclude non-beneficiaries. This raises the issue of discrimination. I can

imagine that a U.S. charity that finances projects for the reduction of poverty of

young white males is more likely to be the object of critical scrutiny than one

that destines its resources to the promotion of the careers of poor black females.

Philanthropy cannot clash head-on with social norms. On the other hand,

whereas the state cannot afford even to create the impression that it

discriminates, individuals have more room for maneuver. In my example, a

successful white businessman with a poor Bronx background who founds a

charity to promote the education of poor white boys from the Bronx is less likely

to be accused of discrimination than a government agency that does the same.

Maintaining Order

An important reason why societies continue to exist is that they are

institutions in which individuals may benefit from the activities of others

without being capable of turning society to their own exclusive advantage—and

accept that this is the case: “We’re all in it together.” A stable society is

characterized by a complex texture of rights and obligations that is in some sort

of dynamic equilibrium. Let’s look for a moment at philanthropy in this light,

but now from the point of view of the individual. A rather common justification

for philanthropy is the wish of individuals to give back something to the society

that has allowed them to accumulate their wealth. This is facilitated by the fact

that the realization of this desire may come at a low cost. Normal human needs

can be satisfied with a small part of a great fortune. If money has a diminishing

marginal value, what is left has relatively little economic value to its owner. (I
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leave aside the matter of its symbolic value, which in a Maussian perspective

would deserve to be examined further.) His sacrifice is reduced even more if

society puts a premium on philanthropy in the form of tax deductibility. Even if

we accept that value is not intersubjectively comparable, this makes it

reasonable that part of an individual’s wealth is put at the disposal of others.

Whether or not this should be done through taxation and transfer payments by

the government or directly by individuals is in part a question of expediency and

not only a matter of principle.

Conclusion

So where does this leave Dobuzinskis’ idea of the spontaneous co-evolution

of philanthropy and the market? We may say that from society’s point of view

philanthropy is desirable or even necessary for two reasons. One is that, as

Mauss argued, it creates a system of mutual commitments that are an important

ingredient of the cement of society (Smith’s civil society). A link between giving

and social cohesion that Mauss did not pursue is the psychological finding that

giving creates a dependency effect on the giver rather than the receiver.

Economists might translate this into their jargon by saying that philanthropy

augments the utility of the giver, but more typically they will see the relationship

between giver and receiver in terms of a decrease in the utility of the former and

an increase in the utility of the latter. This contrasts with the result of

psychological research just mentioned and reinforces Mauss’s case over the

rather poor motivational framework of traditional economics. Fortunately,

experimental economics is making rapid progress here.

The second argument is that philanthropy helps fill the gaps between the

fields of influence of the market and of government that inevitably remain in a

complex society. Popper’s argument referred to above, analyzing both the

imposed and the spontaneous rules of the philanthropic order and codifying

them into laws helps us define the relationships between these three spheres and

improve their relative contributions to the well-being of citizens and to social

stability. The analysis of the legal framework of philanthropy deserves a

theoretical effort comparable to what Hayek did for the market order in Law,

Legislation, and Liberty. Trying to improve on Mauss’s rather naive ideas about

the role of government in philanthropy and concentrating on the relationships

between philanthropy and the market, as Dobuzinskis does, are important

contributions to Adam Smith’s research program.
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COMMENT

the philanthropic or gift order

Jacques T. Godbout

I first wish to thank Lenore Ealy for the opportunity to comment briefly on

Laurent Dobuzinskis’ stimulating paper. The author shows that most analysts,

including Hayek, consider Mauss’s analysis, and the gift phenomenon in

general, to apply primarily to archaic societies. “Gifts exist only at the margin of

the market economy” (Dobuzinskis 2009, 119).

Furthermore, when it does apply to present-day societies, it is defined as

disinterested, nonreciprocal, acts.

What the Maussian movement (MAUSS, an acronym for Mouvement anti-

utilitariste dans les sciences sociales)1 first attempted to show is that Mauss’s

vision of the gift very much applies to modern society. This is the main thesis in

our book, The World of the Gift, first published in French in 1992. The gift here is

an order that is both spontaneous and modern. (I prefer “gift” to “philanthropic”

order. Philanthropy is simply one type within the “gift order.”) The market order

itself rests in part on this order, if only because the gift feeds trust, a necessary

ingredient of the Hayekian catallaxy (Dobuzinskis 2009, 122). This is why we

don’t think of the gift as first and foremost an economic order, although its

economic dimension is important and increasingly so in an information economy

with phenomena such as open source and “copyleft” (124). The gift is not only a

gift economy (130), and the gift and economic orders are not always, and not

necessarily, antagonistic. Let me try to briefly develop these points.

First what is this phenomenon we call “the gift”? In Western societies it is

generally defined both formally and legally as a nonreciprocal, unilateral

transfer. Something goes from A to B, with nothing from B to A or to anyone

else. For someone wishing to study the phenomenon, it comes as a surprise—

and a malaise—to find that this definition almost never applies. When one

follows what we can call the “chain of the gift”—presents, hospitality, services,

Godbout, Jacques T. 2009. The Philanthropic or Gift Order. Conversations on Philanthropy VI: 155-160.
ISSN 1552-9592 ©2009 DonorsTrust.
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and even the most apparently unilateral gifts of blood, organs, volunteerism, and

philanthropy—one finds a general circulation of things quite in opposition to the

definition. This is so much the case that the common saying “What goes around

comes around” (and its equivalent in many languages) is the way in which many

people define the gift, and it seems to have the status of a social law.

The more one gives, in fact, the more one receives. But there is a caveat. This

does not mean that the giver’s motivation is to receive, that his objective is to get

something in return. One must not confound the intention with the material

transfer. In fact, it is the opposite. The story goes that the less we give with the

intention to receive, the more we receive. This is the primary paradox of the gift

paradigm: the more we give, the more we receive, subject to the condition that

we do not give for that purpose! But it must be added that even when we do give

to receive, the paradigm holds. Merchants know this well. And even in this case,

when everyone knows that their “present” is purely instrumental, the paradigm

still holds; less than if the intention is altruistic, but it holds.

It is not a comfortable conclusion for an economist, but there seems to exist

a fundamental tendency to give when a gift is received. Not necessarily to give

back, not to give the equivalent, but to give. This is the observation. It is the

general rule, a driving social force, a spring for individual action. Homo

economicus is not alone; he shares the social order with Homo donator. Within

the market order, this spring is replaced by interest. Self-interest is without a

doubt an important motivational force for human action, one that possesses a

great privilege, and this privilege is that it is self-evident. But the “lure of the

gift” is as strong as the lure of gain (l’appât du gain). This is simply not

recognized, not self-evident in our society; it must be demonstrated (Godbout

2007). The generality of this phenomenon is of course impossible to show here.

Let me just give an extreme example, for a kind of gift commonly thought to be

unilateral. When a philanthropic organization sends letters of solicitation to their

“generous donors,” it often accompanies these with symbolic presents. Why?

Because even a small and purely symbolic (and instrumental) present activates

this impulse to give. “The American Disabled Veterans organization reports . . .

that when the mailing includes an unsolicited gift (. . . individualized address

labels) the success rate nearly doubles” (Cialdini 2001, 30).

Kolm, like so many others, tries to explain it through motivations and

sentiments of all kinds: “fairness, equity, . . . moral indebtedness” (Dobuzinskis

2009, 129). All of this is true. But I strongly believe that explanations like this
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are, and will always be, ultimately unsatisfying. Why? Because, as Hénaff puts

it, “the gift relationship possesses the astonishing power of instituting a link

stronger than sentiments” (2002, 197). As Cialdini notes, “There is a strong

cultural pressure to reciprocate a gift, even an unwanted one” (2001, 33). Only

cultural? It is surely reinforced by cultural and social factors, but recent research

in cognitive science shows a possible genetic foundation (Judson 2007).

At the end of his essay, Mauss describes the gift phenomenon as “this

fleeting moment when a society holds” (“l’instant fugitif où la société prend,”)

(2007, 243). Like a handmade mayonnaise, we do not know exactly why the

elements cohere or do not. We must accept it as a fact, as economists accept self-

interest: when something is received as a gift by a human being, it produces an

invitation to give in return. It is of course a source of profound astonishment for

those applying the homo economicus paradigm: the model predicts that in such

a situation, the agent should, and in fact will, take advantage. Most people, most

of the time, do not.

So what is a gift? “A gift is a non-contracted good” (Stark and Falk 1998,

272). This simple definition by an economist is an interesting starting point

because it does not specify whether the good is unilateral. But it does specify

that should there be a return, it will be free. At least legally. This freedom,

however, is not absolute; it is regulated, but not by a contract. What circulates

is regulated by the quality and the intensity of the relationship between social

agents. The gift feeds this relationship. The gift is then what circulates between

human beings as a result of the dynamic of their social ties, in opposition to

what circulates on the principle of rights or the logic of market self-interest,

which are both ideally free from such ties.

How does this work? First, how does it not work? As we have seen, it is not

“pure” (Dobuzinskis 2009, 120) in the sense of being in principle unilateral. Gift-

giving is a relationship rather than an individual beau geste. Pure, unilateral

altruism is not the ideal gift. Incidentally, for those familiar with the prisoner’s

dilemma, it is interesting to observe that two altruists do not solve the dilemma

with any more facility than two egoists motivated by self-interest only (Godbout

2007, 259-276). In the gift paradigm, the normal gift is reciprocated. If and when

a “pure” gift is given, one not meant to be reciprocated, it creates a significant

problem for the recipient. He is often humiliated; but worse, his impulse to give

back is blocked. This does not mean that altruism does not exist. What it means

is that altruistic motivation is often not pure, but mixed. And above all, it means



158. . . C O N V E R S A T I O N S O N P H I L A N T H R O P Y

G o d b o u t

that altruists do receive: the more one gives altruistically (without the intention

to receive), the more one receives.

In fact, what the gift model illustrates is the gift’s dark side. Surprisingly, the

dark aspect is on the recipient’s side. The recipient is entirely dependent on the

donor: he has no voice of his own. This is why the state is often a better system

of circulation of services, because it can accord rights to recipients, in direct

opposition to principles of charity and philanthropy. The gift’s order or system, in

other words, is different from that of the state. Incidentally, Mauss did not write that

the state was “the only way for modern societies to recover the social bonds he

observed in archaic societies” (Dobuzinskis 2009, 127). As Dobuzinskis remarks,

“in fairness, Mauss showed a marked preference for . . . associations” (122).

From that point of view, gift-giving is closer to the market than to the state

system. The gift order and the state order do not always mesh. As Goodin writes,

“The more government takes the place of associations, the more will individuals

lose the idea of forming associations and need government to come to their

help” (1993, 64). But the state can be superior to the gift. An interesting

question here, and an increasingly important one, is just when the state is

preferable and when a philanthropic association is better. The question

highlights the limits of the gift model: that the recipient has no standing. This

dark side of the gift explains why the recipient is often better off as a client (with

bargaining power) or as a citizen (with political power in democratic rights).

This being said, what, then, are the elements of the homo donator

paradigm? They clearly can’t be laid out here, but to sketch an outline (and

maybe spur curiosity): the gift model is based on a very peculiar notion of debt,

far from the equivalence principle; the gift affects the identity of the agents;

agents must infringe on the rules for their gifts to be “true.” One meta-rule of

the gift is indeed that escape from the rule is necessary in order for the actors to

express the freedom inherent in the gesture. All of the gift’s partners affirm that

the more closely social rules are obeyed, the narrower the gesture and the less

the gift can be said to be “true” or “real.” So gift givers are always playing with

the rules, and this leads to the well-known problem of excess characteristic to

the gift. It may seem strange, but is it so different from the market experience

where each agent tries to “beat the market”?

I agree that the gift is not a “fully developed paradigm” (Dobuzinskis 2009,

116). It is also true that “there are interesting parallels between Mauss’s

paradigm and Hayek’s idea of the spontaneous order” (121). The gift paradigm
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is a spontaneous social order. One can even add that since both are based on

principles of the network and, within that, mutual autonomous adjustments,

rather than hierarchy and authority, they are more similar to each other than to

the state and its bureaucracy. In Mary Douglas’s words, “Like the market, it

supplies each individual with personal incentives to collaborate” (121). But this

spontaneous order is not often acknowledged by economists, except at a purely

theoretical level. As Frank notes, “Most [economic] texts mention at the outset

that our rational choice model takes people’s taste as given. They may be

altruists, sadists, masochists; or they may be concerned solely with advancing

their own material interests. But having said that, most texts then proceed to

ignore all motives other than material self-interest” (1994, xxiii). They often also

admit that this spring of action exists for themselves. Even Hayek wrote in his

preface to The Road to Serfdom (1944), “I am as certain as anyone can be that the

beliefs set out in [this book] are not determined by my personal interests. . . . I

have come to regard the writing of this book as a duty which I must not evade.”

NOTES
1 Primarily francophone, as writes the author, but not only. Our journal

(La revue du MAUSS) is also published in Portuguese (Brazil) and Italian.
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Dead Hands: A Social History of Wills, Trusts, and Inheritance Law.
By Lawrence M. Friedman. Stanford, California: Stanford Law Books, 2009.
An Imprint of Stanford University Press. 183 pages. $43.80 US (hardcover).

G. M. Curtis

This is a short book, “a quick look” as Friedman explains (178), about a

very big story. It is an ambling commentary, appearing to have been cobbled

from class notes for his course on trusts and estates, covering many topics

lightly, cherry-picking a wide variety of state and federal judicial decisions, some

with an eye for illustrating a legal doctrine or rule; some for the drama; and

some for the author’s political purpose. Readers of such a volume as this should

not expect that it offers a thoughtful summary of a deeper scholarship preceding

it. Friedman’s hallmark is the advocacy of the instrumental view of the law,

hence his emphasis on an isolated present. This man-centered view, often

associated with Oliver Wendell Holmes, Jr., posits that the law follows social

function and interest; so the viewpoint tends to yield commentaries which take

little or no significant notice of higher law, constitutional or natural.

Assuming that his readers will know what social history is, Friedman asserts

quite directly that the social history of the law is his justification for this book.

At several different times in the book social history, however, seems to mean

different things to Friedman, ranging from current legislative fashion, the

majority opinion of vocal legal scholars who find like-minded judges, and the

passing whims of political fashion. There has been another significant

assumption in this instrumentalist view of the law, an accompaniment which is

associated with what might generally be viewed a Marxian view of the relation

of the individual to the state wherein progress results from the exercise of mythic

state power to control, shape, and thus to change, perchance to perfect, human

nature. The law figures in a central way in this construction as a handmaid of

unencumbered power, the police power, one that carries within it an inherent

assumption of justification. Over time this produces embarrassing anomalies

such as slavery and American-Japanese relocation camps and eugenics, all

made possible when expediency and current state interest, whether crown or

legislature, trumps a higher morality. On the other hand, spontaneity in the law

such as common-law marriage and peaceful private legal orders in the many
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companies on the North American overland trail, ironically, poses an obstacle, a

puzzle for the instrumental view of the historical development of the law. Most

important is Friedman’s fusing instrumentalism with an uncritical acceptance of

police power, that presumption which is the exact opposite of the 18th century

American admonition to be forever “jealous” of the exercise of public power.

The first of the two major segments of the book treats individual wills,

testamentary and intestate. Here the subject is as old as civilization, one that has

at its heart the question of property. So the central question, one that Friedman

skips around, has been the relation of the state to the individual, something that

legal scholars from the time before Justinian recognized, developing as they did

through the centuries a commentary that paved the way for modern concepts of

liberty that viewed property as “the guardian of every other right.” (Charles Lee,

mentioned in James W. Ely, Jr., The Guardian of Every Other Right: A

Constitutional History of Property Rights. New York. 1992, 26.) A cursory

historical survey of classical and Christian legal orders will sustain this view of

the central importance of property—its acquisition and its disposition. The

history of philanthropy is tied inextricably to this history of property in all of its

many manifestations. And it is tied to future interest as well. Of course, the

history of law illustrates that the civil orders in western civilization have

exhibited a public interest along with the assortment of private interests in

taking note of the reach of “the dead hand.” It is this distinction between the

public and the private that is often mixed up in Friedman’s case stories with the

result that the spotlight appears to be absorbed in these stories rather than in

their general significance for the history of law.

This recognition of the importance of property, however, is not Friedman’s

focus. Instead, he emphasizes the historical development of certain

testamentary practices and the rules of intestacy, particularly those which

treated the rights of women, a laudable subject, but one that obscures the

general history of the law. Absent is an account of the statutory treatment of

intestacy, probate, and future interest so as to show the development of the

state’s interest. Here, for example, an examination of section one of the

Northwest Ordinance (1787) would have been illuminating as a window into the

history of property. Also absent is any careful consideration of the state’s

interest in protecting the property rights of creditors as this found expression in

the statutory history of the laws of descent.

The second of the two major segments of the book treats the public
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dimension of wills, the construction of charitable devises. The bridges Friedman

provides for this transition are discussions of mortmain and a chapter given to

“Will Substitutes.” Mortmain introduced the subject of restrictions on gifts to

charity, originally, according to Friedman, statutory restrictions in the American

states of gifts to the Catholic Church, the corporate “dead body” so feared from

centuries earlier in England. Friedman asserts that this doctrine expanded in the

American nineteenth century to include all sects, a practice that withered during

the twentieth century, leaving in its wake a powerful precedent for the state to

order limits of time and capacity for testamentary wishes either through the rule

against perpetuities or the tax power. The discussion of the cacophony of trusts

begins with Friedman’s discussion of will substitutes, the instruments suited for

a people with more wealth; for people who sought to extend the life of their

future interests so as, among other things, to negate the rule against perpetuities;

for people to provide for causes and interests beyond their cares for family; and

for people to bypass the formal structures of wills and probate. From here it was

a short step to the legal construction of the profusion of foundations that became

so prevalent during the second half of the twentieth century.

While Friedman stresses on several occasions that “charities are favorites of

the law” (143), some may wonder. Given that this book has been published in

2009, it is acceptable to assume that Friedman is knowledgeable about people

with special political interests who are actively seeking to enlist the power of the

states and the federal government to rearrange the structural organization and

the missions of many charities so as to conform more closely to their various

political views. Friedman appears to accede as, disingenuously, he wonders why

charitable foundations are exempt from taxation. Friedman views this legal

status as one which “deprives the government of money that it otherwise would

have collected” (143). The implication of his words suggests that the state has

prior claim on all wealth thus making an interesting mockery of the idea of “tax-

exempt.” The camel’s nose is fully in the tent.

The charitable foundation becomes a fief of sorts, existing at the pleasure of

the state which deigns to permit the charity to keep some of what is its property,

albeit conditional, a fundamental denial of a principal foundation of ordered

liberty. Friedman embellishes this perspective in his discussion of cy pres, a

traditional doctrine for the use of courts to fulfill the intention of donors if time

and tide have made obsolete their original plans the design of which may have

been too narrow. Another reason for courts to intervene is to redesign the trust
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if its original purpose has become illegal. Friedman, with a strong nod to the

instrumental view of the law, emphasizing that “as society changes, the law of

succession will change with it” (183), hints that this may become one area where

courts can exercise an active role in effecting social policy. Friedman takes special

notice of “a lot of legal scholars” who assert that in some instances where the

terms of the devise permit, courts should be less cautious, arguing for the exercise

of “more power” (160). Some might suggest that they whiff judicial ex post facto,

but Friedman embraces the prospect that this would effect an expansion of the

concept of cy pres. As these transformations take place, the original intent of the

donor can be transmogrified into a judicial vision of an institution rather than as

an instrument of individual intention. When combined with the police power of

the legislative branch, this judicial discretion may effect a profound change in the

direction of philanthropy’s future unless the framer anticipates this judicial burden

with great care. Overall, however, Friedman’s predictions are chilling insofar as

rights in property as expressed in future interest will tend to erode, and as they do,

slowly and surely, the lights of liberty will dim even further.

Lawrence Friedman casts a very long shadow in the world of American legal

history. The shadow that he casts with this “quick look” deserves careful

scrutiny, more as a political prognostication than as an historical commentary on

the American law of succession.

G. M. Curtis III is Professor of History at Hanover College.

• • • •

The Future of Philanthropy: Economics, Ethics, & Management.
By Susan U. Raymond. Hoboken, NJ: Wiley, 2004. 308 pages. $77.00 US
(hardcover).

Nicholas Capaldi

The main thrust of this lengthy series of short essays is (a) to provide some

“empirical comparisons” between “philanthropy and indicators of economic and

social change” (xii) as well as (b) to raise questions about “institutional

accountability” (xii). In addition to sections on the economy, ethics and

accountability, and management dilemmas, there are sections on specific issues

such as healthcare, education, the international context, and corporate philanthropy.
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The immediate problem faced by the author and reader is semantic, namely,

what do we mean by philanthropy (as well as tax-exempt, nonprofit, charity,

foundation, etc.). Both the author and reader struggle to resolve this issue.

What is clear is that the largest genetic category is the tax-exempt organization

as defined by the federal tax code in 26 U.S.C. § 501(c). Among tax-exempt

organizations (as defined by the federal government) are nonprofit

organizations, that is, organizations that do not distribute income to owners or

shareholders. Nonprofit organizations may in all other respects be run like a

business, that is, they pay wages and benefits to the staff and charge for the

services they render. The presumption seems to be that the services are a public

benefit that saves the government money in the long run. For example, there are

both public and private universities. Private universities are tax exempt

presumably because (a) no income generated by the private university is paid to

shareholders and (b) the private university provides a valued public service,

namely education, that saves the state and federal government the expense of

providing that service in wholly publicly supported universities. To add to the

semantic confusion, there are for-profit institutions of higher education (e.g., The

University of Phoenix). The problem moves beyond semantics when questions

are raised about the most effective method of providing a service (through

markets or government). For pro-market advocates, there is the question of

whether any organization should be tax-exempt (88). Raymond notes the extent

to which “nonprofits as institutional investors” (89) can wield enormous power.

Moreover, does the existence of tax-exempt status not give the government

extraordinary power to favor some institutions and views over others?

Raymond does not resolve the semantic issue but she does call attention to

the larger ideological issue. What she does do as well is address the practical

economic problem of how to measure the size and impact of the philanthropy

sector of the economy both because of the lack of adequate sources of

information and the extent to which this is attributable to the lack of clear

definitions of the kinds of institutions with which we are dealing. Who’s doing

the counting and exactly what are they counting (92-93)?

There are two places where she does come close to recognizing the potential

conflicts and ideological problems. First, nonprofits like museums sell products

in their gift shops that compete with for-profits; moreover, if you donate a used

car to a nonprofit which in turn sells the car, the nonprofit is competing with for-

profit car dealerships at a distinct tax advantage. Second, government has itself
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become a major source of funding for nonprofits (one of “the two most

important sources of nonprofit income” is “government) (63) and in fact “the

federal government has now begun to encourage private fundraising to pursue

its agenda” (63). Raymond does call attention to the extent to which the “for-

profit/not-for-profit distinction is losing its meaning” (73).

The second section on Ethics and Accountability is among the most helpful in

the book. In fact, throughout the book Raymond identifies ethical issues in

philanthropy. To begin with, “philanthropic cash is no longer a gift; it is a

contract” (98). If it is a contract then there are expectations that need to be

addressed and fulfilled, e.g., being true to donor-intent (98). Philanthropies, she

argues, must now be run like responsible businesses with sound accounting

practices. Philanthropies, in short, must be more accountable. The third section,

Non-Profit Management Dilemmas, exemplifies the extent to which nonprofits run

like responsible businesses face all of the contemporary issues in business ethics:

benchmarking, budget cycle, compensation, diversity in the workforce, etc.

The section on Healthcare now seems largely out-of-date given the current

healthcare debate. What is of interest is the claim that “nonprofit healthcare”

performed “less-well than its for-profit counterparts” (85). The discussion of

education in section five begins with the premise that college costs are going to

rise but fails to discuss how the internet and on-line courses can dramatically

affect costs. Nor is there any serious discussion of school privatization and

homeschooling in K-12 education.

The sixth section on the International Context is more interesting.

Raymond notes the huge growth in NGOs (nongovernment organizations). She

specifically cites the CIA analysis “Global Trends 2015” as evidence that many

NGOs are “not a reflection of a group voluntary response to larger societal

needs, but, rather, to narrow group interests (or worse)“ (231) such as

“organizations committed to violence. The street riots and property destruction

during the trade negotiations in Seattle and Genoa involved nonprofits.

Ironically, it was (in part) nonprofits who engaged in violence that endangered

the commons itself” (231-32).

Despite her best efforts, Raymond provides an unpersuasive case for the

growth of philanthropy outside of the U.S. cultural context (one thinks here of

Tocqueville). The best she can come up with are statistics about how Muslims

contribute a large part of their income to charity, but she hastens to add this is a

religious obligation. She clearly recognizes that historically speaking “European



V O L U M E V I 2 0 0 9 . . . 167

R e v i e w s

social policy was dominated by government support for social services” (245) but

expects that to change as Europeans recognize the economic damage of promises

that cannot be kept. On the contrary, the U.S. at present seems to be moving

more in the European direction.

Raymond takes the view that “learning to be Charitable” is a girl thing (209-

212) that (sadly) reflects educational practices—girls are routed into charitable

work by the educational system. At the risk of inviting politically correct

backlash, I would disagree and argue that the disproportionate number of women

in philanthropic institutions is the result of their (misperceived) view that it

provides a less stressful, more family-friendly career path than does commerce

combined with an innate desire on the part of women in general to be caretakers.

While it may be true that volunteer work was one of the few avenues open to

career-minded women in the 19th century, it’s more likely that modern women at the

start of their career-path believe that a career in philanthropy will enable them to

make the world a better place while avoiding the rough-and-tumble politics of the

workplace. They may also believe that it allows for more flexible working hours, so

that it won’t conflict with child-raising when and if that becomes a possibility.

Sadly, they are probably mistaken on both counts. Charities that give hand-

outs to the disenfranchised, while helpful, probably don’t help as much as

businesses that train them to become productive citizens. Furthermore, the back-

stage politicking in philanthropic institutions is at least as vicious as that in

commerce. Finally, the working hours are unlikely to be any less demanding

than are positions in commerce, so working for a charitable institution is

unlikely to be any more family-friendly than any other full-time position.

A persistent set of related themes in Raymond’s work is the blurring of

distinctions between profit aspiring organizations and nonprofits as well as the

need to rethink the relationship among government, commerce, and nonprofits.

Although Raymond herself seems to have a positive and pro-market attitude

toward this newly evolving relationship, she does not discuss the extent to

which an anti-market bias pervades the nonprofit world and in fact is actively

promoted by nonprofit organizations. The real threat and tendency, only dimly

noticed in this book, is the extent to which the nonprofit world will evolve into

an extension of and be wholly funded by the welfare state.

Nicholas Capaldi is the Legendre-Soulé Distinguished Chair in Business

Ethics & Director of the National Center for Business Ethics at Loyola University,

and a contributing editor to Conversations on Philanthropy.



We Make a Life by What We Give. By Richard B. Gunderman. Bloomington,
Indiana: Indiana University Press, 2008. 216 pages. $24.95 US (hardcover).

Heather Wood Ion

Some books enlighten us, some books inspire us, and some books challenge

us to expand our understanding of who we are and who we can become.

Richard Gunderman’s We Make a Life by What We Give does all three.

Dr. Gunderman addresses the issues of philanthropy and the roles of

generosity in our lives with stunning clarity, and with a broad courage asks the

wicked and necessary questions that many authors avoid. He begins by

distinguishing between our various models of philanthropy: the charity model

which often creates both dependency and resentment; the model of scientific

giving which deepens the distinctions between givers and recipients; and the

liberal model which enhances the flourishing of the giver as well as the recipient.

From the first chapter onward, the questions raised are critical to our

understanding of what the volunteer sector does and can do in our society.

These questions are elegant but challenging, “Are the things that are easiest to

quantify also the ones we most need to know?” (4) and they should be points of

discussion for everyone willing to examine what they do and how they do it.

The highest aim of philanthropy, says Gunderman, is to be transformational

and inspirational (28). That in itself is a challenge to workers in the nonprofit

sector, let alone professionals in philanthropy. In Chapter 6 “Egoism, Altruism

and Service” a thoughtful exploration of motivation clarifies why Gunderman

feels many people are bored with giving money, and why philanthropy must not

be mere advocacy of special interest groups, but service to the future (52, 68).

There is a fascinating section in Chapter 11 “Materialist Philanthropy” which

outlines the particularity of the gift and critiques the divisiveness of conspicuous

giving (103). On page 135, Gunderman clearly challenges the entire sector by

asking, “What is the bottom line of a philanthropic organization?” Is it dollars

raised? Is it dollars disbursed? Is it outcomes achieved? The plethora of

volunteer and nonprofit groups in this country needs to wrestle with these

questions in order to rise to serving a purpose greater than survival.

A theme through this engaging book which warrants far more attention

across all disciplines is the role of imagination in our generosity. Gunderman

manages the impossible by showing us applications of curiosity, of hope, of love,
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and of suffering to more generous and purposeful living. Chapter 18 “Are we

Hospitable?” grounds the theoretical discussion in a practical and pragmatic

reflection on generosity within a hospital, and how caring and healing depend

both on imagination and curiosity. This chapter alone can contribute a new

worldview to our healthcare industry.

Richard Gunderman is erudite, but he wears his scholarship gracefully,

elucidating Aristotle or Homer or the Bible with engaging simplicity. He is

equally at home explaining a film, like Black Hawk Down, in terms of the themes

of altruism, generosity and suffering. Not only does he himself see the world

with a new vision, but he enables us to view ourselves and our particular worlds

with that same vision, which for any author is a stunning achievement.

As I came to the end of the book I felt I had been served a banquet of

wisdom, and shared that banquet with a most charming host, but I also felt a

sad concern that this book will not reach the mass audience it deserves. This is

a clarion call for better philanthropy, for wiser living, for more curious and

imaginative engagement. The book should not be confined to its label—

philanthropic and nonprofit studies—but read by all those seeking to lead a

more meaningful life within communities and organizations which cultivate

human flourishing. I would like to see the book in the hands of every teacher,

every person who is employed by or volunteers within a social service entity,

every faith-based organization seeking relevance to our common good.

Near the end of the book Gunderman writes, “our understanding of

generosity reflects our understanding of the world we inhabit” (191). We Make

a Life by What We Give reflects the compassion, wisdom and inspiration in

which we will find the angels of our better nature. It simply surpasses all other

books in the field, but more importantly, it expands our understanding of the

field of philanthropy and of ourselves and our potential.

Heather Wood Ion is a cultural anthropologist, currently with Athena

Charitable Trust, and a contributing editor to Conversations on Philanthropy.
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Be the Solution: How Entrepreneurs and Conscious Capitalists Can Solve All the

World’s Problems. By Michael Strong and John Mackey. Hoboken, New Jersey:

John Wiley & Sons, Inc., 2009. 374 pages. $24.95 US (hardcover).

Frederick Turner

Back in Shakespeare’s day a remarkable group of people came together,

more or less in secret, calling themselves “The School of Night.” They ended up

being responsible for starting a large percentage of the ideas and projects that

made England great in the next four centuries. One of their number was the

great mathematician/scientist Thomas Hariot, who created several of our

algebraic signs, the fundamentals of modern atomic theory, some elements of

calculus, the telescope (before Galileo), the first dictionary of the Algonquin

language, and (with Ferdinand Vieta) the modern usage of the zero.

The School of Night included also the explorer/courtier/historian Walter

Raleigh, the painter Nicholas Hilliard, the warrior/poet/diplomat Philip Sidney,

the voyager Richard Hakluyt, the astronomer Giordano Bruno, Montaigne’s

translator John Florio, the dramatist Christopher Marlowe, and the poets

Edmund Spenser and George Chapman, the translator of Homer. The School of

Night loved darkness, mysteries, secrecy, and forbidden knowledge, and some

were condemned to death for their views.

Such a group seems to exist today, calling itself FLOW, but we might

consider them as “The School of Day,” for they light explanations, transparency,

and open knowledge; and though in certain regimes they would be (and some

have been) targets for execution or assassination, they have so far dodged the

bullets. Where they resemble the School of Night is in the flood of ideas they

generate—in their case, ideas earnestly and often plausibly designed, as the

book’s subtitle declares, to solve all the world’s problems.

They include John Mackey, the visionary CEO of Whole Foods Market;

Muhammad Yunus, the Nobel Prizewinning founder of the Grameen microfinance

bank; Candace Smith, the national award-winning educator in the Socratic

method; Kartar Singh Khalsa, CEO of Golden Temple foods; Donna Callejon, COO

of Global Giving; Hernando de Soto, the revolutionary third-world legal economist;

Brian Johnson, CEO of Zaadz; Don Beck, the renowned psychologist; Jeff Klein,

the author of Working for Good: Making a Difference, While Making a Living; and

Strong himself, an educational activist with an extraordinary record for creating

academically excellent schools in unpromising locations.
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Most of the best ideas for real progress in the world today have come neither

from the right nor the left but from a radical center that is pragmatic, idealistic,

playful, unashamed of its devotion to uplift, happily prepared to use the

instruments of filthy lucre to improve the world, and incomprehensible to haters,

ideologues, conspiracy theorists, and authoritarians. This book is among other

things a singularly useful compendium of many of those ideas from a wide range

of fields, practices, disciplines, and parts of the world. Some of them are

relatively new ideas, like prediction markets as a powerful discovery tool, the

market-capture of environmental and social externalities, free enterprise zones,

profitable stakeholder-based business management, lifestyle industries, for-

profit philanthropic enterprises, education and medical vouchers, microfinance

and facilitated legal property rights for the poor. Some are old ideas given

radical new dimensions, like moral education, the virtues of freedom and free

competition, the Invisible Hand, the Maslovian pyramid of human needs and

aspirations, holistic health care, and evolutionary psychology.

But it is in the combination of all these ideas that the truly visionary quality

of this book subsists. What would be a major flaw in its literary coherence—the

very disparate voices and styles of its many contributors, ranging from academic

economics through New Age mysticism, thoughtful cultural criticism, hard-

hitting advocacy rhetoric, and self-help breezy muscular uplift, to Huxleyan

science-fiction extrapolation—is actually an advantage in this case. The book

illustrates in its very format the coming-together of radically different

worldviews for the shared pragmatic purpose of making the world a better place.

It’s a big tent, including conservative, libertarian, and liberal perspectives, first-

and third-world viewpoints (the socialist “second-world” having virtually

disappeared), Enlightenment and Romantic modes of thought, techno-wonk

enthusiasm and ancient wisdom.

And there are certain deeper themes that seem to run through all the varied

and various pieces in the book. One of them is an implicit recognition of the

profound contradictions in our existing set of established ideological positions.

For instance, it looks very much as if conservatives and liberals both contradict

themselves with respect to open (free) systems. Many conservatives who

enthusiastically embrace the free market’s self-organizing and evolutionary price

discovery system, in which new technology, new desires, and new economics

emerge as a result of competition and nonzero-sum collaboration, also reject the
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theory of evolution and its identical principles of competitive discovery,

symbiosis, self-organization, autocatalysis and autopoesis. Likewise, liberals

who ridicule fundamentalist conservatives for their belief that the divine

economy of the universe is a dirigiste command economy, always being tweaked

by a superior and transcendent Administrator (Who deceitfully works in secret),

seem quite unaware that their own “intelligent design” notions of how

government can run an economy appear to conservatives quite as naïve as the

Scopes Trial prosecutors’ views on human ancestry.

It almost seems as if being smart about biological self-organization tends to

make people stupid about economic and social self-organization, and vice-versa.

The people who wrote this book are smart about both; and I believe there is a

profound theological reason for the difference. Both religious fundamentalists

and “progressive” neo-socialists are, I believe, terrified of a God who really

wants us, and the universe itself, to be free. The former makes Him control

physical reality so as to compensate for the horrors of human moral freedom, the

latter, rejecting human moral freedom as a superstition, seeks to replace a dead

divine controller with a live governmental one. FLOW people really do believe

in freedom, a belief much rarer than is commonly thought.

I do not mean to imply that the authors of this book are unaware of the

problems of market idolatry. What is especially refreshing about their

perspective is that it recognizes the need for the rule of law as a precondition for

effective markets and as a way to charge social and environmental costs to their

proper owners. Even more refreshing is their recognition that economic health,

and the economic mechanisms that create it, are only a part of a larger economy

that includes a wealth of free gifts and a hierarchy of higher-than-economic

values. Good economics is an absolutely necessary but absolutely insufficient

condition for the truly good life.

Self-organization—the capacity for nonlinear feedback systems to freely

generate new ordered realities that subsume their pasts and revalue the rest of

the universe—is not the sole prerogative of any level of reality. It is not the

prerogative only of the fundamental forces of physics, or of the world of

elementary particles or that of the Mendeleev Table of the chemical elements;

nor is it only of the DNA molecule, or of the Selfish Gene, or of individual living

organisms competing to survive and reproduce, nor of kin groups or social

groups or parliaments or academic forums of science or legal traditions or
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democracies or markets. Maybe we first saw the Invisible Hand in markets (and

I believe Darwin owes more to Adam Smith than is recognized), but there are

Invisible Hands everywhere, and their actions can, by a combination of art and

science and spiritual insight, be apprehended and partly understood if not

predicted. If the Invisible Hand is both the unique work of freedom and the

creator of more sensitive and inclusive forms of order, perhaps it implies a new

sort of theology, as suggested by Robert Wright in his awkward but useful term

“nonzerosumness” (in his book Nonzero) and as implied by many of the writers

in Be the Solution.

Our present economic crisis in some ways stands revealed in the light of

their book as a consequence of our leaders having ignored the new ideas for a

new time. We are no longer living in a modernist age, and we are beginning to

claw our way out of the debilitating miasma of postmodernism. Perhaps the

economic crash is the punctuation mark—the true punctuation mark, as

opposed to 9/11—that marks the end of one age and the beginning of another.

Frederick Turner is the Founders Professor of Arts and Humanities at the

University of Texas at Dallas and a contributing editor to Conversations on

Philanthropy.

• • • •

Philanthropy Reconsidered. By George McCully. Bloomington, Indiana:
AuthorHouse, 2008. 144 pages. $24.95 US (hardcover). $19.95 (paper).

Richard B. Gunderman

The time is ripe for a reconsideration of philanthropy. Tough economic times

have driven some philanthropic organizations out of business, and forced others

to carefully reexamine their mission and strategy. New technologies are changing

the face of the field, particularly for smaller organizations whose size once

constrained their ability to connect with important constituencies. State and

federal governments are closely scrutinizing the activities of philanthropic

organizations to ensure that they fulfill their responsibilities as bearers of the

public trust (and in many cases, beneficiaries of tax-exempt status). Even the very

meaning of the word philanthropy has been a subject of increasing contention.
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George McCully, who left an academic career in the liberal arts to become a

fundraiser, trustee, and most recently creator and president of the

Massachusetts-based Catalogue for Philanthropy, has accepted this challenge in

his book, Philanthropy Reconsidered. At a short 144 pages, the book’s five

chapters examine the classical origins of philanthropy, its role in the founding of

the United States of America, more recent historical shifts in the field, the future

of philanthropy, and the potential for a new philanthropic paradigm. It also

includes two appendices, one a case study of the Massachusetts system and the

other a proposed taxonomy of philanthropy.

Drawing on the work of scholar Marty Sulek, McCully explores the first

extant use of the word philanthropy, in Aeschylus’s Prometheus Bound. In it,

the eponymous titan gives proto-human beings two gifts: fire, representing

knowledge and the arts, and hope or optimism. Together the two gifts spawn

mankind’s aspiration to make the world a better place. Philanthropy literally

means “love of humanity,” and in bestowing these gifts Prometheus at once

enabled human beings to become more humane and incurred the wrath of Zeus,

who famously had Prometheus chained to a rock where each day an eagle ate

his liver, regarded by the Greeks as the seat of desire.

What does the word philanthropy mean today? McCully considers a

number of definitions, including John Gardner’s “private initiative for the public

good,” Robert Payton’s “voluntary action for the public good,” Lester Salamon’s

“the private giving of time or valuables for public purposes,” and Robert

Bremner’s “improvement of the quality of human life.” Drawing on each of

these, McCully defines philanthropy as “private initiatives for the public good,

focusing on quality of life” (13). This definition is intended to distinguish

philanthropy from government initiatives (which, by McCully’s definition,

cannot be philanthropic) and from commerce.

Of course, public good is not always easy to define. For example, the popular

US eugenics movement in the early 20th century sought to improve the biological

stock of humanity by preventing “defective” individuals from reproducing, a

policy that made perfect sense to many leaders of the day but today seems

anything but philanthropic. McCully hastens to add that the requirement that

philanthropists work on behalf of the public good in no way implies that donors

themselves may not benefit from philanthropic acts. Acting philanthropically can

enhance the humanity of donors, by enabling them to clarify what matters most

to them and develop the excellences of their own character.
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McCully locates philanthropy’s finest hour in the American Revolution. He

finds Alexander Hamilton invoking philanthropy by name in the very first of the

Federalist Papers, where Hamilton argues that considerations of the public good

dictate the ratification of the new Constitution. The seeds for philanthropy’s role

in the founding were planted in the first centuries of the American colonies,

when capital was scarce and the undertaking of any public project or mutual aid

relied of necessity on a spirit of voluntary association. Tocqueville later

highlighted this tendency to form voluntary associations as one of the distinctive

features of the American character.

McCully locates the intellectual roots of the American spirit of philanthropy

in writings of several figures. These include the Earl of Shaftesbury, who argued

that good people strive to develop “an equal, just, and universal friendship” with

humanity (29); Frances Hutcheson, whose moral intuitionism identified “delight

in the good of others” as a wellspring of virtuous human action (30); and

Benjamin Franklin, who in Philadelphia in 1727 formed his famous “Junto,” a

voluntary association of young men dedicated to “the love of mankind in

general” (34). Franklin’s practical bent also established the first subscription

library, the first volunteer fire department, and the American Philosophical

Society, which gave rise to the University of Pennsylvania.

So deep are the roots of philanthropy in the American founding, McCully

argues, that the Declaration of Independence, the founding document of the new

nation, represents “the first instance in history in which the creation of a national

government was formally preceded by a statement of purpose addressed to all

humanity, for the benefit of all humanity” (37). This philanthropic view of

political philosophy stands in stark contrast to the egoism and fear that the first

great modern political philosopher, Thomas Hobbes, saw behind the institution

government, as well as more recent attempts—seen for example in the writings

of Charles Beard—to ground US political history in economic self-interest.

Having highlighted the role of the philanthropic spirit in classical literature and

the early political history of the US, McCully goes on to argue that the failure to fully

understand philanthropy is at the root of recent disappointments in the American

philanthropic sector. Invoking the concept of paradigm shifts, he argues that US

philanthropy is in the midst of a paradigm shift with far-reaching implications for its

future. He is particularly critical of 20th century efforts to define and measure

philanthropy as a strictly non-profit phenomenon, especially reliance on the Internal

Revenue Service and the US tax code as arbiters of what counts as philanthropy.
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He also criticizes the trend towards professionalization in the field as

having created a self-reinforcing system in which philanthropic legitimacy rests

in the education, experience, and certification of staff members. Combined

with a fixation on financial resources, this has led to an unwarranted bias

toward large, well-endowed organizations with highly professionalized staffs.

Compartmentalization and competition contributed to another regrettable

trend. As charities became more compartmentalized and competitive with one

another, grantmakers and fund-raisers tended to see one another as

adversaries, and many service organizations felt that they were being treated

patronizingly by grantmakers.

McCully sees a momentous paradigm shift underway, composed of

multiple elements: information technology is underwriting a dramatic increase in

the level of openness and communication in philanthropy; new and emerging

donors are moving philanthropic organizations toward a more business-like model

that operates entrepreneurially and seeks to maximize “return on investment”;

donor education and philanthropic advocacy are receiving much more attention

than in the past; and new philanthropic organizations are being formed that

operate on a for-profit basis, enabling philanthropy to benefit from the discipline

of the market.

As Socrates would have pointed out over 2,400 years ago, before we can

excel as teachers and practitioners of any art, including philanthropy, we must

first know what it is, and this is exactly where McCully’s argument takes us.

Philanthropy Reconsidered’s greatest service lies less in advancing unassailable

arguments concerning the historical roots or current practices of philanthropic

associations than in drawing together in a slim and readable volume a variety of

perspectives on philanthropy, and doing so in a way that challenges us to

reexamine our assumptions. By so doing, he informs and enriches the

philanthropy of the future.

Richard B. Gunderman is Associate Professor of Radiology, Pediatrics,

Medical Education, Philosophy, Liberal Arts and Philanthropy at Indiana

University and a contributing editor to Conversations on Philanthropy.
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Money Well Spent: a Strategic Plan for Smart Philanthropy. By Paul Brest and
Hal Harvey. New York: Bloomberg Press, 2008. 288 pages. $27.95 US (hardcover).

Martin Morse Wooster

Any donor setting up a foundation must ask himself or herself several

questions. What do I want to do with my money? What are my goals? How

long do I want to stay in business?

There are, of course, all sorts of books, manuals, and philanthropic advisors

ready to offer their services to the donor who wants to learn more about how to

be a good philanthropist. What makes Money Well Spent distinctive is that Brest,

president of the Hewlett Foundation, and Harvey, president of the ClimateWorks

Foundation, aren’t trying to offer moral or spiritual advice, or a guide to how to

comply with IRS regulations. Rather, their purpose is to encourage donors to

think carefully about why they’re giving and to nudge donors and program

officers to do a better job with their grantmaking. The result is a book that is a

sort of management guide for foundation executives. Money Well Spent is, for

the most part, a book that any donor would find useful and interesting.

“Effective grantmaking,” the authors write, “requires strategies based on

clear goals, diligent care in selecting which organizations to fund, and provision

for assessing the results—good or bad. Whether you are giving away $100,000

or $1 million a year, your funds are not unlimited, and a good strategy can

multiply their impact many times over” (xiii).

Brest and Harvey are men of the left, the sort of people who like dividing

the philanthropic community into foundations and “conservative foundations,”

which they regard as somewhat alien and distasteful. But they recognize that

right-wing foundations have offered many valuable lessons for the entire

philanthropic community, particularly in the importance of providing major

grants strategically to a few organizations for a long period rather than the far

more common (and ineffectual) practice of many small, short-term grants to a

large number of organizations.

They note that the rise of the law and economics movement in law schools

is due in part to the ability of program officers at the Olin and Scaife foundations

to find a few scholars they trusted and then give them decades of support to

ensure that law-and-economics became an established school of thought. They

quote historian Stephen Teles, who notes that part of the reason why funding for

law and economics became successful is because donors were interested in
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supporting serious scholarship rather than funding issue briefs with a very short

shelf life. Patrons of law and economics professors, Teles writes, “were willing

to accept fairly diffuse, hard-to-measure goals with long-term payoffs when they

had faith in the new individuals behind the projects” (236).

Brest and Harvey also accept the insight of the great political philosopher

Edmund Burke that society is hard to change and that “heroic efforts to improve

matters can have disastrous, unanticipated consequences” (278).

“Strategic philanthropy,” they write, “is about improving the world, but it is

not about heroic efforts” (278).

The authors also commendably avoid jargon as much as possible. You won’t

find any discussion of “capacity-building” in this book. The authors prefer

“organizational effectiveness.” “It is easy to lapse into jargon that obscures

rather than clarifies or just seems mysterious or silly to outsiders,” they write

(95). They also recommend the fine articles of Tony Proscio, who has done a

great deal of good in getting philanthropists to abandon pseudo-scientific jargon.

Brest and Harvey’s method is to present donors with options without

necessarily arguing for a particular side. Take, for example, the thorny issue of

perpetuity. The issue of whether or not foundations should have term limits

doesn’t split along traditional left-right axes; both the liberal National Committee

for Responsive Philanthropy and the conservative Capital Research Center, for

example, would be happy if foundations would substantially increase their

annual payout rate beyond the current legal mandate of five percent of assets.

The two organizations approach the issue from different angles—the NCRP

would want foundations to give more money to nonprofits as a way of increasing

those nonprofits’ resources and ability to foment social change, while the CRC

would favor increased payouts as a way of diminishing the power of liberal

foundations with perpetual charters. Even though both groups see the nonprofit

world through very different lenses, they would nonetheless agree that the

payout rate has to rise.

Rather than take up the substance of such philosophical arguments, Brest

and Harvey seek to explore their pragmatic implications in the context of the

donor’s own goals. They fairly present the arguments for and against perpetuity

and provide examples of how these principles are actually applied. If you’re

concerned about the environment, for example, you might agree with donor

Richard Goldman, who is annually spending ten percent of the Richard and

Rhoda Goldman Fund’s assets to fight climate change because “for the
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environment and other charitable causes, the ‘rainy day’ is upon us” (261).

They also note the Whitaker Foundation, which supported biomechanical

engineering and decided to spend down in fifteen years. By the time the

foundation closed in 2006, the Whitaker Foundation had invested $800 million

in medical schools and its wealth had helped fuel the growth of 80

biomechanical engineering programs in American universities.

On the other hand, you might think that not spending money now can

ensure that your principles can be preserved into the future. Brest and Harvey

suggest that donors think carefully about whether or not principles can be

preserved in practice. They cite Randolph Foundation President Heather

Higgins, who has observed that a foundation dedicated “to preserving the

principles of the United States” could very well fulfill its mission by supporting

immigration in one generation and opposing it in another (265).

Brest and Harvey are enthusiastic supporters of evaluating grants, and offer

many cogent reasons why evaluation is a good idea. They note the research of

criminologist Joan McCord, whose best-known achievement was to show that

programs designed to help troubled boys avoid delinquency through summer

camps, health programs, and mentoring programs actually ended up increasing

the likelihood that teenagers would become criminals, alcoholics, and

unemployed. (McCord hypothesized that this was because the teens thought

they were in the special programs because they thought something was wrong

with them, and ended up turning bad as a result.)

Evaluation, if done correctly, can also be a powerful tool in showing the

success of worthy programs. For example, they summarize a 2004-05 study by

SRI International of the KIPP charter schools in the San Francisco Bay Area. The

SRI researchers proved that there was strong evidence that students in the KIPP

schools—with long school days and principals fully in command of their

schools—did better on state tests than did students in comparable public schools.

The authors persuasively show that, much of the time, evaluation is a good

idea. But their case would have been stronger if they realized that an emphasis

on evaluation often distorts results to what can be measured. Suppose you are

running a Christian charity dedicated to winning souls for Christ, and that you do

this by fighting poverty by providing food, shelter, and lessons about Jesus’s

teachings. An evaluator could count the number of bed-nights provided or meals

served. But how could a technical evaluation determine how many poor people

benefited from receiving loving care, or even accepted Jesus into their lives?
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Again, evaluation is a very good tool, but not a perfect one—and Brest and

Harvey’s case would be stronger if they attended to the many worthy

philanthropic goals that can’t be formally evaluated.

Money Well Spent is a useful addition to the literature of philanthropy. Brest

and Harvey do a good job in helping donors and program officers frame the

questions they need to answer if they are to ensure that their grants will help

fulfill their foundation’s mission.

Martin Morse Wooster is a senior fellow at the Capital Research Center and

a contributing editor to Philanthropy.

• • • •

Uncharitable: How Restraints on Nonprofits Undermine Their Potential
By Dan Pallotta. Medford, Massachusetts: Tufts University Press, 2008. 340 pages.
$35.00 US (hardcover).

Laurie Morrow

Tom, a small businessman whose nonprofit was in startup, wanted to hire

me to handle his organization’s fundraising. His nonprofit focused on an area

in which I had expertise, his offer was generous, and I needed the work—so Tom

was surprised when I turned him down flat.

“I can’t work for a percentage of what I raise,” I explained. “Although that’s

a common practice in the for-profit world, in the nonprofit world it’s considered

unethical.”

“That can’t be true,” Tom insisted. “It doesn’t make sense. That would

make it impossible for middle-class people like us to start a nonprofit. We can’t

pay you any other way. What’s wrong with paying you a percentage of what

you raise? As long as we disclose the amount of your salary on our IRS Form

990, why should it matter?”

I never convinced Tom that there could be grave consequences to running a

nonprofit enterprise according to standard, for-profit business practices. Were we

to have this conversation today, however, I might have better success, for I’d give

Tom a copy of Dan Pallotta’s Uncharitable: How Restraints on Nonprofits Undermine

Their Potential. One of the most successful fundraisers in history, Pallotta raised

hundreds of millions of dollars for AIDS and breast cancer charities in a handful of
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years. In 2002, his organization netted half the annual giving of the Rockefeller

Foundation—and that same year, when Pallotta’s capitalist approach toward

fundraising was revealed, he was vilified, and his business destroyed.

In Uncharitable, Pallotta demonstrates how the nonprofit sector undermines

its own efforts through pervasive but false and self-defeating anti-capitalist

assumptions: that nonprofit executives should not be compensated

competitively, but compelled to make personal financial sacrifices as proof of

their personal integrity; that nonprofits should not advertise, as if potential

donors could intuit their organization’s existence and the needs of the

population they serve; that nonprofits should stick to strategies with established,

mediocre results rather than engage in managed risk; and that the ultimate test

of a nonprofit’s merit is not the amount of money it raises or good it does, but

how low its overhead is. Financial independence is, ironically, a most improper

goal for members of the Independent Sector.

It is unfair and counter-productive, Pallotta argues, to demand nonprofit

executives accept salaries significantly lower than they would earn in the for-profit

sector: these leaders command high salaries in the for-profit world because they

deliver great return on the salaries invested in them. The effect of this artificial

and needless sacrifice is not to make charities more “efficient,” but, rather, to drive

talent away from nonprofits into the for-profit world. “Want to make a million

selling violent video games to kids?” Pallotta asks. “Go for it. Want to make a

million fundraising the cure for childhood leukemia? You are a parasite” (9).

Watchdog organizations evaluate nonprofit leaders not by how effectively they

raise money or advance their organization’s mission, but by how cheap their

services come. Limiting compensation limits the pool of available talent, Pallotta

argues, contributing to the burnout and turnover common in the nonprofit world

and lessening organizational effectiveness in alleviating human misery.

Pallotta traces to Puritan thought the assumption that charitable activity

must entail sacrifice. Unfortunately, his representation of Puritan views lacks

nuance, and is more stereotypical than historical. Condemning the Puritan view of

man as inherently sinful, he posits instead a secular-Romantic view of man as

inherently virtuous. Whether one considers man essentially good or essentially evil

is, ultimately, a matter of faith, and not demonstrable by proof. More significantly,

such concerns are extraneous to Pallotta’s main object, which is identifying those

business practices that produce the best results for nonprofit enterprises.



182. . . C O N V E R S A T I O N S O N P H I L A N T H R O P Y

P a l l o t t a

Pallotta is at his best describing the absurdity of the nonprofit world’s

attitude towards advertising. Few nonprofits develop marketing plans, and most

reject advertising as a wasteful expenditure of funds that should go directly to

the needy. Pallotta, however, argues that money spent advertising a charity is

not wasted if that investment increases visibility and, thereby, donations.

Donors can’t give to organizations they don’t know exist, nor will they care

about causes of which they’ve only vaguely heard. Decisions regarding

advertising, he argues, should be made by nonprofits the same way they are

made by for-profits: through a cost-benefit analysis. According to Pallotta, his

firm’s own advertising efforts produced an astounding 1137% ROI. Rational as

Pallotta’s position is, advertising expenditure is so rare a practice that, until

recently, the IRS Form 990 did not include a line item for advertising expenses.

As a result of eschewing mass-market print, broadcast, and online advertising,

charities over-rely on existing donors, again limiting needlessly the amount of

money they raise and thus the good they can accomplish.

Pallotta discusses at length other successful strategies of the free market that

nonprofits fail to exploit, such as taking calculated risks, accumulating surplus

capital, and developing investment vehicles, such as the futures market in charities

Pallotta proposes. Pallotta also argues convincingly that the tools by which charities

measure success are irrational; current measures tend to focus not on how well

charities accomplish their mission, but on what Pallotta deems artificial and irrelevant

“efficiency” measures that privilege low overhead over productivity, which in turn

creates a perverse incentive toward a lack of transparency regarding costs. For

example, according to the Nonprofit Overhead Cost Project conducted by the National

Center for Charitable Statistics (2004), nearly half of 126,956 nonprofits studied

reported $0 of fundraising expenses on their Form 990 filings, listing proposal-writing

expenses, for example, in other categories (150). A successful suicide hotline decided

against adding a new phone line to keep up with need, as doing so would increase

their percentage of overhead above desirable industry standards.

Pallotta abandons his love affair with market competition when it comes to

solving the problem of assessing nonprofits. He proposes a single, centralized

bureaucracy funded by mandatory payments from all nonprofits. The agency’s

inspectors general would gather and circulate detailed information about

charitable organizations. With no sense of irony, the man who argues against

limitations on salaries for executives like himself sets the wage for such

investigators at $65,000 a year.



V O L U M E V I 2 0 0 9 . . . 183

R e v i e w s

Perhaps a better approach to evaluating nonprofits, one more consistent

with Pallotta’s own thinking, would be a decentralized solution. Rather than

create a centralized monopoly with artificially constrained earnings possibilities

for investigators, we might do better to encourage the growth of a new type of

business—the charity assessment agency, whose investigators would compete

for donor-clients. Geneva Global (http://genevaglobal.com), for example, is an

example of a successful business that provides such a service. Such agencies

could vie for business by offering different field specializations or different

assessment methods, and the costs for their services would be borne by the

donors who hire them. Through marketplace competition, the kinds of

assessments donors found most consistently helpful would quickly emerge. As

donor confidence increased, so too, would donations, and capitalism would

thus, yet again, contribute to the creation of a more generous world.

Laurie Morrow, Ph.D., a former college professor and talk radio show host, is

the President of Morrow Public Relations in Montpelier, Vermont, and a

contributing editor to Conversations on Philanthropy.

• • • •

Begging for Change: The Dollars and Sense of Making Nonprofits Responsive,
Efficient, and Rewarding for All. By Robert Egger. New York: Harper Collins
Publishers, Inc., 2004. 240 pages. $24.95 US (hardcover).

Heather Wood Ion

When Begging for Change was first published, I hoped it would create a

revolution of perspective in board members as well as service providers in

nonprofit organizations. I distributed copy after copy with evangelical zeal, and

insisted that everyone pay attention to “Robert’s Rules for Nonprofits.” When

David Ellerman’s book Helping People Help Themselves (Ann Arbor: University

of Michigan, 2005) was published the following year, I thought that at last the

independent sector had two wise and courageous mentors for the critical

reinvention of its role.

In the prologue, Egger writes, “You should think of this book as two things:

a guide to giving and a guide to doing. It’s a weapon in your fight against

stereotypes, complacency, and narrow thinking. It’s a meditation on what we
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haven’t achieved in the 100 years of nonprofiteering and what we must

achieve—and ways to get there—both now and in the future” (xix). As a guide,

this book is irreverent, audacious and exciting. It not only asks the necessary

and hard questions about what nonprofits are doing, but points toward solutions

and better ways of achieving real change.

From the first biographical chapter through to the richly useful appendices,

Begging for Change spirals around the limited societal perceptions of what the

nonprofit sector can accomplish. Egger challenges every kind of either/or

thinking, as well as most of the assumptions regarding how nonprofits should

be managed. He speaks about impact and the need to make our efforts relevant

in our own lives and communities. Above all, he speaks to us of resourcefulness

in addressing the ways we ‘do good’.

Chapter Five asks the question, “Whom are you serving?” and does not shy

away from the sad truth that many in the nonprofit sector are serving

themselves, not the greater mission. With gritty candor, the book holds up a

mirror to the self-promotion and chasing of money which so commonly limits

nonprofit efforts. Egger is particularly clear about why we must shift our

perspective from human needs to economic needs. In the competitive

atmosphere of nonprofit work, maintaining the dependence of a client on your

services is one of the perverse incentives related to addressing human needs

(and keeping up the numbers as proof of impact for donors) rather than

empowering the economic agency and independence of the client.

Because Robert Egger works to expose and address root causes, his

comments on effectiveness and the ways we use measures are particularly

important (98). He counsels nonprofits to ‘go with the flow’ and constantly

adapt to their changing contexts and the changing needs of their constituents.

Therein lies the rub of reality.

Many of our community service agencies compete with each other for a

donor base of ‘fatigued’ givers, and duplicate uninspired habits by conforming

to perceived donor priorities. The last thing they see as helping them survive is

adaptation to the nitty-gritty of reality. How many disease support groups does

it take for a community to feel sick? It is a very rare disease-based nonprofit that

is willing to partner with a wellness center or fitness club. The sad lament is

‘our people won’t come back’ if partners in the community serve needs that the

struggling nonprofit cannot meet.
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After reading Begging for Change, many nonprofit board members point out

that leaders with the business energy of Egger are rare in general, and not

attracted to the nonprofit world of service. To the second part of this lament,

one can only ask, “What can be done about that?” The answer is clearly not

what has been tried already in offering salaries commensurate with those in for-

profit organizations. Over the last decade we have seen many highly regarded

organizations, from the Red Cross to United Way to AIDS and Breast Cancer

walks, profoundly damaged by self-indulgent leadership. What is damaged is

trust, and as a result, the investment of great talent and energy in a sector

viewed as tainted by abuse and untrustworthy in structure.

This is why “Robert’s Rules for Nonprofits” is such a richly provocative

section of the book. He takes the issues of trust, performance, purpose and

profit and asks us to ask ourselves the hard and basic questions to shake up our

preconceptions, rid ourselves of ignorance and foolishness, and eventually

demand more of ourselves. He ends the section with a call out to each of us,

“Believe in the impossible.”

Egger inspires us to do better than we have done, and his book can inspire

future nonprofit leaders to beg for better change. He has ‘the gift of blunt’ which

is too rarely experienced in the nonprofit sector. Unlike other writers who

advocate for changed regulations and management techniques in nonprofit

organizations, Egger challenges us to examine all of the ways we express social

responsibility, and all of our expectations of our own actions. Clearly, Egger not

only believes in the impossible, he works to make the impossible dream our

shared reality of common good.

Heather Wood Ion is a cultural anthropologist, currently with Athena

Charitable Trust, and a contributing editor to Conversations on Philanthropy.
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who are targeting a particular issue via a portfolio of nonprofits they would like to
support in furtherance of their philanthropic goals.

Special Program Funds allow donors and policy entrepreneurs to focus solely
on the work of the project without spending precious time and resources on
management issues and IRS compliance. They are donor-initiated and donor-
funded projects that are incubated and administered by DonorsTrust at the
pleasure of its Board of Directors. DonorsTrust provides fiscal sponsorship and
handles the administration of these programs. These funds have proven to be an
excellent means of incubating new ideas and allowing donors to collaborate and
pool resources.

For more information about the advantages of using DonorsTrust to make
your giving more safe, efficient, and principled, contact DonorsTrust at
703.535.3563 or visit our Website www.donorstrust.org.
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Would you like to receive future volumes of Conversations on
Philanthropy? Be sure to join our Mailing List!

Conversations on Philanthropy is an occasional publication of
The Project for New Philanthropy Studies at DonorsTrust.

To be added to our mailing list, you must complete and fax this form to
(317) 582-0355 or subscribe online at
www.conversationsonphilanthropy.org

Name ______________________________________________________________

Title ______________________________________________________________

Institution __________________________________________________________

Address ____________________________________________________________

__________________________________________________________________

City, ST, Zip ________________________________________________________

Country ____________________________________________________________

Email ______________________________________________________________

Phone______________________________________________________________

Correspondence may be directed to the Editor at
editor@conversationsonphilanthropy.org

Or at 1415 Ironwood Drive West, Carmel, IN 46033-8723

Conversations will also be available in .pdf format at
www.conversationsonphilanthropy.org

THE PROJECT FOR NEW PH ILANTHROPY STUD IES
DonorsTrust
109 North Henry Street, Alexandria, VA 22314
Fax: 419-735-1417
E-mail: editor@conversationsonphilanthropy.org

conversations
on philanthropy
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