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According to the "social origin theory" of civil society studies (Salamon/Anheier 1998),
the nonprofit sector of today constitutes a "repository of former societal struggles and
conflicts". Correspondingly, nonprofits are embedded in administrative and
organizational settings, which in many cases date as far back as the latter half of the
19th century - a time when industrialisation and urbanisation started to exert influence
in the western world. France and Germany stand for very different societal traditions,
political legacies and administrative structures. Traditionally, France is a highly
centralized country in which local governments do not enjoy much autonomy. In
contrast, Germany is a federalized country where self-government of local communities
was introduced as early as at the beginning of the 19th century. Against this
background, it comes as a surprise that, aside from few exceptions, the nonprofit
sectors in the two countries are very similar. How does this come? We argue that the
reason why the French nonprofit sector of today is very similar to the German nonprofit
sector is closely linked to the growth of the welfare state in the two countries.
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Authors' Response to Reviewer Comments

We would like to thank the reviewers for their thoughtful comments.

It was difficult to address the issues, mentioned by reviewer | without changing the paper
thoroughly. We tried to extend the paragraph focusing on civil society traditions in the two
countries. Indeed, it would be worth writing a paper exclusively on this topic.

We abstained from comparing specific policy fields. Again, it would be a very valuable endeavor
to compare specific policy fields. However, the goal of this paper is to provide a broad picture.
We tried to add more information on the topic of the so-called feminization of the third sector.

For sure, feminization is a central feature of the service industry. However, we tried to highlight
that nonprofit organizations increasingly employ women and that these organizations stand more
and more foso-called “odd jobs”, and hence are working with work contracts that increasingly

are temporary and not well-paid.

We hope that we were able to achieve both to improve the language of the article (reviewer 1)
and to be more specific with respect to the titles of the figures.

In the two countries, the growth of the sector was a by-product of the extension of the welfare
state. In Germany, this development was legitimized by referring to the principle of subsidiarity,
in France, the government related this development to the approach of “decentralization”. The
explanation put forward by Kendall/Knapp and Forder does not thoroughly fit the German or the
France situation.

We tried to provide more statistical information on the German case. However, currently there is
no data available that allows making available a clearer picture of the division of labor between
volunteers and employees in German nonprofits. In particular, there is a lack of reliable statistical
information with respect to volunteers working for nonprofits.

We added more information on the fields of volunteer activity in France. We also tried to give
more information on French foundations.

The reasons why we did not go further into detail on the last topic, listed by reviewer Il are
twofold: Firstly, in both countries the sector as such suffers from the retrenchment and change of
the welfare state. Our aim was to highlight in particular this development. In France and even
more distinctive in Germany, we observe a so-called blurring of boundaries, and hence a trend
that nonprofits and forprofts are getting more and more alike. From our point of view, how this
plays out in France and particularly in Germany should be addressed by a new paper instead of
adding a few sentences in the summary
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Abstract

According to the “social origin theory” of civil society studies (Salamon/Anheier 1998), the
nonprofitsector of today constitutes a “repository of former societal struggles and conflicts”.
Correspondingly, nonprofits are embedded in administrative and organizational settings,
which in many cases date as far back as the latter half of the 19th cerguinye when
industrialisation and urbanisation started to exert influence in the western world. France and
Germany stand for very different societal traditions, political legacies and administrative
structures. Traditionally, France is a highly centralized country in which local governments do
not enjoy much autonomy. In contrast, Germany is a federalized country where self-
government of local communities was introduced as early as at the beginning of"the 19
century. Against this background, it comes as a surprise that, aside from few exceptions, the
nonprofit sectors in the two countries are very similar. How does this come? We argue that
the reason why the French nonprofit sector of today is very similar to the German nonprofit
sector is closely linked to the growth of the welfare state in the two countries.

1. I ntroduction

France and Germany embody diverging societal traditions, political legacies and
administrative structures. Traditionally, France has keeountry with a high degree of
central authority- as a consequence local governments do not have substantial amounts of
autonomy. In contrast, Germany is a federal country where self-government of local
communities was introduced as early as at the outset of tHecd®tury. Moreover,
heterogeneity in terms of religious groups, regional and cultural differences has always been a
central feature of Germany. France, however, has always been portrayed as a textbook-
example of a catholic society, governed by a powerful administrative elite. Germany stands
for a tradition of “third party government” or neo-corporatism, which translates into a
government cooperating closely with the nonprofit sector with respect to policy formulation
as well as policy implementation (Zimmer 1999; Zimmer et al 008 the other hand e
corporatism has never been a feature of the French political culture.

Against this background and disregarding a few minor exceptions, it comes as a surprise that
the nonprofit sectors in both countries are very similar. What could be the reason for this? We
argue that the reason whyday’s French nonprofit sector is very similar to the German
nonprofit sector is closely linked to the growth of the welfare state. The driving force, which
eradcated features of “typical German” and “typical French” in policy implementation, was

the aim of both governments to provide citizens with a broad spectrum of social services.
However, faced with significant fiscal constraints, a contraction of the economy and a
worldwide paradigmatic shift in welfare state policies since the 1990s, German governments
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have significantly altered their attitudes towards the sector. Most recent developments in
France and in Germany, therefore, give way to the question whether the success-story of
nonprofits in the neighbouring countries might be coming to an end.

The following paper firstly provides a historical overview of the traditions of nonprofit
embeddedness in France and Germany. Furtherniorigcuses on the issue of how
governments in France and Germany have traditionradly well as during the heyday of the
welfare state- made use of the sector. Secondly, a comparative statistical portrait of the
sector in the two countries uncovers striking similarities. ¥ etlso illustrates that there are
some remaining differences. Finally, the concluding chapter addresses the topic of how
government-nonprofit relations will further develop in the two countries

2. Developments and State of the Art of the Nonprofit Sector in France and
Germany

2.1  State-Nonprofit Relationshipsin the 19" Century:
Aloofnessin France — Embracement in Ger many

Statism,state control and centralisation are the most important features and long-term trends in
French history. The millennium fight of the central state against any form of local power is at
the root of French centralisation. French kings fought against feudal order and against urban
citizens' organisations during the Middle Ages; they fought against regional governments and
religious minorities such as Protestants and Jews during tHeah@d 18 centuries.
Furthermore, French statehood is based on the notion of a direct and close link between the
state and its citizens. In accordance with both the political philosophy of Jean Jacques
Rousseau and the ideas of the French Revolution, intermediaries such as guilds, fraternities or
any kind of voluntary association were supposed to be in the way and hence counterproductive
with respect to free trade and modern polity and society. This very notion of statehood was
enshrined in the famous Loi le Chapelier of 17940 one shall be allowed to arouse in any

citizen any kind of intermediate interest and to separate him from the public weal through the
medium of so-calledaznmon interests” (Archambault 1997: 28; Rosanvallon 2004).

During the 18' century, liberal legislation tended to loosen the reins on intermediaries, such as
mutual societies, trade unions or business associations. However, over the course of the century
the successive French monarchies and republics kept a critical eye on any societal movement or
organisation that did not belong to the realm of the state, such as the labour movement, the
Catholic Church or political clubs. Finally, ohes to keep in mind that on a global scale

the development of a non-profit sector and the rapid growth of voluntary associations was a by-
product of industrialisation and urbanisation in th& &éntury. At that time, associations were



an urban phenomenon. Howevernitght be questioned whether the concept of “industrial
revolution” that translates into rapid demographic growth, urbanisation and a decreasing
economic significance of agriculture can be applied to France which in the second half of the
19" century and the first half of the 2entury was still a rural nation with only a few
industrial and densely populated cities or metropolis (Archambault 1997: 30; Archambault
2001).

Compared to France, German governmenonprofit relationships were very different in the

19" century. With the introduction of self-government at the local level in Prussia, German
governments started to work with nonprofits by using them as tools of public policy. Faced
with the risk of bankruptcy after the NapoleoVars, the Prussian State, the largest political
entity among the numerous German kingdoms, dukedoms and serfdoms, started a remarkable
administrative reform that among other administrative reformsntroduced the concept of

local self-government. Responsibility for local affairan terms of societal, political and
financial issues- was handed over to the local communities. This meant that the government
in Berlin was no longer responsible for the financing of local welfare. Moreover, Berlin also
relieved itself of the right to interfere directly in local affairs (Bogumil/Holtkamp 2006). From
the very beginning of self-government, due to the lack of resources, local governments had to
co-operate with local charities, nonprofit organisations or social entrepreneurs (Sach3e 1995;
Zimmer et al 2009). The Prussian approach towards self-government at the local level set a
precedent that was copied, albeit with stark regional and local modification, throughout
Germany in the 19 century. Against this background, although a strong state or etatism
constitutes a central feature of German tradition, “intermediaries” such as guilds and
fraternities, nonprofit organisations and voluntary associations were not perceived &s threa
to the modernization of the state in thd't@ntury. On the contrary, in Germany, parts of the
emerging nonprofit sector were smoothly and very successfully integrated into modernising
strategies that were initiated and supervised by the state and its growing administration.
Germany’s nonprofit sector in the 19" century constitutes a prime example of a sector which
developed andldurished “under the thump” of the state. The sector provided room for a
“private culture of welfare” (SachBle 1996) of numerous initiatives without endangering state
authority.

The reason why a lively nonprofit sector operated successfully in an authoritarian regime is
closely linked to the ideas of the political philosophy of Friedrich Hegel. According to his
logic and in sharp contrast to the ideas of the French Revolution, Hegel differentiated between
the realm of the state and that of society. While the State is responsible for the common good,
civil society or birgerliche Gesellschaft constitutes the space where citizens through
Korporationen and hence membership organisations are able and allowed to follow their

specific interests. However, the state guarantees that “private interests” will not get out of



hand. Hegel promoted the concept of a strong state and a strong civil society. But, the
Hegelian civil society operates under the tutelage of the state. Having this concept in mind, it
follows logically that an integration of nonprofit organisations into state-initiated and
supervised policies does not endanger state authority. On the contrary, working closely with
nonprofits supports the advancement of state authority because this provides government
initiatives with societal legitimacy (Strachwitz 2010: 87ff).

2.2  State — Nonprofit Relationships in the Period of Welfare State Expansion:
France Following the Ger man Model

Against this background, the German tradition of neo-corporatism which traditionally assigns
societal bodies, such as trade unions, business associations and nonprofit charities, an
important role in the policy process becomes understandable (Streeck 1999; Lehmbruch
1996; Katzenstein 1987). Without going into detail, the initially local approach of third party
government (Salamon 1987) that translates into policy making in close co-operation with as
well as through nonprofit organisations, has been upgraded to the national level as early as the
late 19" and early 200 century. What modern political scientists label as neo-corporatism
governing with the assistance of associations at any level of government and in a broad
spectrum of policy fields has had a long tradition in Germany.

During the period of welfare state expansion, Germany, in accordance with path-dependency,
strongly built on the country’s tradition of close partnerships between governments and
nonprofit organisations particulaty in core welfare areas but also in other policy fields such

as leisure or sports. In the aftermath of World War II, neo-corporatism, which some political
scientists also title meso-corporatism, developed into the overall strategy of policy making in
Germany. At the national or Federal level of government, policy field specific umbrella
organisations such as the Welfare Associations or the German Olympic Sports Association
were and still are thoroughly integrated into the policy process. At the Federal and regional
level, representatives of the“umbrellas” work on par with representatives of government
administration and politiciansAt the local level on the other hand, the membership
organisations of the umbrellas hence the local sport clubs or the organisations and
institutions of the Welfare Associationrsare thoroughly integrated into the process of policy
implementation. Funding is safeguarded and regulated by the Federal Government in the core
welfare domain; funding for leisure and sports is the responsibility of local governments and
is thus dependent on their respective financial liquidity.

The German version of “third party government” translated into a remarkable success-story of
the nonprofit sector in the core welfare domain as well as in the area of sports and leisure. The
German Welfare Associations developed into the most important providers of social services



Moreover, the success story of the German sport clubs is outstanding. There are more than
95.000 activeports clubs in Germany (Zimmer et al 2011). The core of the “German model”
encompasses decentralised provision of services as a joint endeavour of public-non-profit
cooperation and centralised policy formulation with the aim of providing a framework for
policy enactment without going into details and hence granting communities and regions
some leeway for manoeuvring.

Doubtlessly, the German model influenced the French approach towards the nonprofit sector
and its organisations at least to a certain extent. At the outset of tH2@mtury (1901), the
freedom of association was legally safeguarded in France. Similar to Germany, the
development of the sector as well as its significant growth and flourishing went hand in hand
with the build-up and expansion of th&tion’s welfare state, which started in the aftermath of
World Warll and particularly since the 1960s.

From this decade onward, there is a trend in France of less state control. More attention has
been paid to developments in other continental European countries. The first Decentralisation
Act (1983) was a way to aspir® a more European political structure. In France,
decentralisation has been introduced quite recently, yet it seems to have been a strong
incentive for the current nonprofit sector development. Reducing the prerogatives of the
central government to the benefit of regions, departments and local communities,
decentralisation has given way to a new kind of partnership between nonprofit organisations
and local authorities in France.

In other words, instead of neglecting or even oppressing private nonprofit initiatives, French
governments have increasingly started to co-operate with the sector and its organisations. Step
by step, the areas of co-operation were expanded. In the 1950s, nonprofits supporting
physically or mentallyhandicapped citizens and social tourism associations running holiday
resorts for the working class were acknowledged by the government as legitimate providers of
general interest services. In the 1960s, nonprofits enhancing the democratisation of sports and
culture as well as multipurpose associations disseminating popular culture were encouraged
and supported by the government. In the 1980s and 1990s with significant government
support, many nonprofits were created to cope with social exclusion by providing work to
unemployed citizens. Moreover, against this benevolent background, fine examples of social
entrepreneurship came to the fore in France. A case in point is the organisation Medecins sans
frontiéres,the famous “French doctors”, which were awarded the Nobel Peace Prize. Most
recently, government support through tax incentives and subsidies gave rise to the
establishment of many home care services and other facilities for an ageing society that are
provided and managed primarily by nonprofits.



The embracement of the sector by the welfare state resulted in both countries in a success-
story as well as a remarkable growth of nonprofit organisations. In France and in Germany
today’s non-profit sector constitutes a highly integrated component of each country’s welfare

state. Alongside with the growing importance of social policy and particularly social service
provision, nonprofit organisations developed into important tools of political engineering. The
following statistical portrait of the two sectors reveals a picture of striking similarity.

3. Statistical Profile of the Nonprofit Sectorsin France and Ger many
3.1  Nonprofit Growth in France and Ger many

A common feature of the sector in both countries is its remarkable growth, particularly since
the mid 1970s. In quantitative terms, nonprofit organisations in France and Germany look
back upon a success-story of accelerated growth that resulted in a development boom with
respect to the establishment of nonprofit organisations.

Figure 1: Increase of the number of voluntary associations in Germany,-12601

Sources: Johns Hopkins Comparative Nonprofit Sector Project, 2001-2011: V &M Service
GmbH, Konstanz, Germany; Priller 2013

In Germany, the majority of nonprofits are legally “chartered associations” (eingetragene
Vereine). According to the results of the Hopkins Project, the number of these associations
has increased more than six-fold from 86.000 in 1960 (former West Germany only) to over
550.000 in 2008 and 580.000 in 2011. This “associational boom” outmatched the growth rates

of both public entities and for-profit companies (Zimmer/Priller 2007: 55). Although there are
many nonprofit organisations in Germany, as local studies show (Zimmer 2007), that are
dating back to the early T9century, the vast majority of German nonprofits has been
established over the last four decades in what is foynvéest-Germany- whereas in what

was formerly East-Germany this development could only be observed over the last two
decades. Approximately, every second nonprofit organisatiapproximately 300 006
employs personnel while almost every German nonprofibout 97% in fact works with
volunteers (Priller et al. 2012).

France has experienced an identical success-story with regard to non-profit growth over the
last decades. Similatly‘association” constitutes the generic legal form of the majority of

French nonprofits. Starting in the late 1970s, the result of the non-profit boom has been that
by now between 60.000 and 70.000 associations are founded every iyeae than three

times the average that was achieved in the 1960s.



Figure 2: Annual Foundation of Associations, 196Q011
Source: Ministere de I'Intérieur, Journal officiel (except Departement Alsace-Moselle)

Today, there are about 1.200.000 associations operating in France. The vast msijonigr

to Germany- are small and locally active organisations, which are working either exclusively
with volunteers or with very few paid employees. Overall, there are a mere 160.000
associations that are managed by professional staff; 2.000 associations have been granted the
"Reconnue d'Utlité Publique" by the French government that is a special legal form
guaranteeing full legal status. In contrast to other associations, the Reconnue d'UtlitéePubliqu
nonprofits are eligible for renting property or having profitable financial assets

3.2 Integration intothe Welfare State

In both countries, nonprofit social service providers are the strongholds of the sector in terms
of economic activity and nonprofit employment. In France, the majority of nonprofit
employees are working in organisations which are active in the core welfare areas
particularly in the fields of social services, education and health.

Tablel: Nonprofit Organisations and Nonprofit Employment by Activity, 2009

Source: INSEE, Tableaux harmoniséd’@ieonomie sociale

Every second employee who works in the French nonprofit sector is affiliated with a
nonprofit organisation, active in social services. In addition, in this core area of welfare
provision 60 % of the workforce is employed by a nonprofit organisation. Nonprofit
employment in health and education, which constitutes a public domain in France, is
comparatively much less pronounced than it is in the area of social services. Nevertheless,
nonprofit employment is also significant in these core welfare fields. Outside the welfare
areas, the nonprofit sector is a major employer in culture, sports as well as reakreation
activities

The same holds true for Germany. Once more, the core welfare domain constitutes the
stronghold of economic activity and employment of the German nonprofit sector. According
to the most recent study of the German nonprofit sector, the areas of health and social services
account for more than two thirds of the gross value of nonprofit activity in Germany.

! The term nonprofit encompasses associations and foundationgslindt cover nonprofit establishments run
by mutuals. According to an agreement between INSEE and CNCRé&Sine the scope of social economy,
the term does not include worship organizations, political parties, labour uai@hbusiness and trade unions.
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Figure 3: Areas of Nonprofit Activity and Gross Value Addéml %

Source: Krimmer 2011: Zivilgesellschaft in Zahlen

Indeed, the similarity between Germany and France with respect to nonprofit employment is
striking. In Germany, nonprofit employment is concentrated in the social service domain.
According to the results of the Johns Hopkins Project, the area of health and social services
absorb about 6& of the sector’s workforce, with social services getting ahead of the area of
health in recent years. Similar to the U.S., German NPO-hospitals once used to be the
stronghold of nonprofit employment (Zimmer/Priller 2007: 57). However, the for-profit sector
has made significalyt inroads into this traditional area of nonprofit activity over the last
decades in Germany (Henriksen et al 2012). Currently, the nonprofit seoboints for 76

% of total employment in the area of social services (Sozialwesen). Whereas, in the field of
health, just 25 % of the labour force is employed by nonprofits. The shares of nonprofits in
the fields of leisure and sports amotmi31 % of total employment (Priller 2013; Rosenski
2012; Krimmer 2011).

The vast majority of employees working in the area of health and social services in Germany
are employed by a membership organisation of the famous German Welfare Associations.
The Associations are key players in the German welfare state with a special focus on social
service provision. They are “umbrellas” with — as indicated in Table I+ thousands of
affiliated (membership) organisations operating locally.sef#essociations- such as Caritas,
Diaconia, German Red Cross, Pariyorkers’ Welfare Association/AWG- were founded at

the end of the 1® century. Today they are still organised along normative lines and either
affiliated with the Churches (Caritas and Diaconia), the German Social Democratic Party
(AWO) or the conservative/liberal spectrum (Red Cross) (BoeRenecker 2005).

Tablell: Organizations and Areas of Activity of the German Welfare Associations, 2008

Source: Bundesarbeitsgemeinschaft der Freien Wohlfahrtspflege e.V. (BAGFW) (2009):
Einrichtungen und Dienste der Freien Wohlfahrtspflege. Gesamtstatistik 2008.

The Welfare Associations look back upon a remarkable story of growth that started in the late
1960s. The biggest players of the German Welfare Associations are Caritas and Diaconia,
which are both affiliated with the two Churches. The same more or less holds true for the
functional French equivalents, the private charities of which the majority and the most

important ones are federated in UNIOPSS that used to be under a catholic inspiration.

2 Exclusively nonprofits with employees are considered.
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However, this is increasingly vanishing with French society becoming increasingly secular.
Today, French society is thHeast religious in Europe (Archambault, 1997; Bode 2003).
Hence, similar to the situation in Germany, in France, charities or nonprofit social service
providers were graduallintegrated into the expanding welfare state when social services
developed into a major area of public welfare activity in the late 1960s and early 1970s in
Europe.

In both countries, the workforce of the sector is highly concentrated. The “biggest nonprofit
employers” in France and Germany are hospitals as well as residential caring homes. In
France, the top 2 % of the large nonprofit organisations that employ at least 100 employees
aacount for more than half of the wage bill of the nonprofit sector which amounts to 37 billion

of gross wages, or 5 % of the total wage bill of the private and public sectors. Similar to
Germany, these large French nonprofits are hospitals, nursing homes and residential facilities
for the disabled that are by and large affiliated with the big humanitarian nonprstith as

the French Red Cross, the Secours Catholique-Caritas or Association des Paralysés de France.
Rather similar to France (Tchernonog 2007), two thirds of the German nonprofit employment,
according to the results of the most recent study, is concentrated in the areas of health care
(hospitals) and social services (retirement, residential or community homes) (Zivis 2011: 65).

In terms of employment, the German nonprofit sector looks back upon a success-story of
continuous growth. According to the results of the Johns Hopkins Project, nonprofit
employment has more than doubled since the early 1990s in Germany. However, compared to
the 1990s, the growth rate of non-profit employment has slowed down in the past decade. In
addition, we might face a further slow-down of nonprofit employment in Germany due to
both fiscal constraints and increasing competition of for-profit competitors in core nonprofit
areas, such as health care.

Tablelll: Nonprofit Employment in Germany

Source: Johns Hopkins Comparative Nonprofit Sector Project & Rosenski 2012

3.3  Feminized Labour Force Working in “Odd Jobs”

Nonprofit organisations working with professional staff are primarily active in the service
industry. This results in the majoriof the sector’s work force in France and Germany being

women. In France, 6% of the sector’s workforce are women- compared to 76% in
Germany (Priller 2013). In France, the percentage of women in the workforce of nonprofit
organisations has been steady over the last two decades, however women are often part-time,
seasonal or short-term employees and they seldom occupy upper management positions



(Tchernonog 2007; Richez-Battesti et al 2011). The trend towards an increasingly feminized
nonprofit labour force particularly in Germany goes hand in hand with a deterioration of the
quality of jobs in the sector. The reasons for this development are closely related to a change
of welfare policies.

Instead of working exclusively with nonprofits, the French and German governments have
shown an increasing tendentyvards enhancing competition between nonprofit and for-
profit providers of health and social services. Consequently, increased competition at the level
of the organisations translates into a significant increase in part-time employment and a
proliferation of temporary employment relationships.

Figure 4: Women, partime, and temporary employees in Germany’s labour force, 1996 and
2008 in %

Source: IAB Betriebspanel, 1995008

The amount of part-time employment in the sector has seen an increase from about 29
% in 1996 to 49 % in 2008. Thus, part-time employment is more important in nonprofit
organisations than it is in the public sector - where it amounts to about 29 % — or in the
commercial social services sector - where it accounts for about 38 % of employment.
This development can partially be attributed to the rising number of female workers in
the third sector. In Germany, women are by and large in favour of part-time employment
because they want to reconcile employment and family life. However, a further
explanation for the increasing level of part-time employment in the sector is strongly
related to cuts in public funding that is closely linked to recent reforms seeking to
economise organisations active in the core welfare domain. So-called mini-jobs
constitute a special type of part-time employment that is poorly paid and fairly common
in the sector. Thus, part-time employment and in particular short term labour contracts
are an effect of financial constraints. In 2008 about 15 % of all employment contracts in

the third sector were temporary and hence limited in time in Germany.

Indeed, the poor quality of employment in NPOs constitutes another common feature of the
French and German nonprofit sectors. In both countries, the percentage of part-time, seasonal
and other forms of “odds” or flexible jobs is higher than it is in the other sectors. Furthermore,
NPOs welcome the greatest part of thedted “helped jobs” or government subsidised jobs

which are created to cope with problems caused by structural unemployment of specific
groups- such as young people in France or long-term unemployed in Germany. The results of
most recent studies in Germany show that the quality of employment in the sector is steadily
declining. Compared to the public and the for-profit sector, nonprofit organisations hold the
largest share of part-time and temporary jobs in Germany. Again, the labour force, employed
in these unfavourable jobs, is predominantly female (Priller ;ZDdi3ernonog 2007).
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34 Finances

The French and the German nonprofit sectors are both highly dependent on public money or
at least publicly regulated income. The reason why public money plays such an important role
for nonprofits in both countries has to do with the integration of the sector and more
specifically of NPOs, active in welfare related fields, into the countries” systems of social
service provision.

In France, nonprofits working with professional staff are predominantly publicly funded. Up
to 56 % of their income comes from public sources, more precisely from the national
government, from departements, and from the numerous municipalities (36000) as well as
from social security. However, NPOs, whose work force are predominately volunteers, are far
less dependent on public money which only amounts to 26 % or one fourth of their income.
Whatever form of public funding is used, such as subsidies, contracts, or competitive bids,
public money by and large goes to those NPOs that are active in the core welfare aeas, mor
specifically in the areas of education, health and social services.

Market income in terms of fees for services accounts for 40 % of the total income of
professionalised NPOs working with employeesisT$hare of market income generated
through membership fees is most important for non-professionalised NPOs that work
exclusively with volunteers. 50 % of their finances are market income, more precisely
membership dues. However, also small NPOs that are locally active as well as grassroots
organisations receive public support, primarily from local authorities. In contrast to the large
professionalised organisations, local French nonprofits, active in the areas of leisure, sports or
recreational activities, do not primarily rely on public money (Tchernonog 2007).

In France, the importance of private money in terms of philanthropy or donations as well as
support from companies- corporate citizenship programs and sponsorstigr the finances

of the sector amounts to just 5 % of total income. There are also some large charities in
France that are funded mainly by donations such as Secours Populaire, Restaurants du Coeur,
or the famous Médecins sans Frontieres, and Médecins du Monde. However, with regard to
the overall picture, private funding constitutes a rather symbolic resource for nonprofits in
France (Archambault et al 2010).

A split between highly professionalised nonprofits and NPOs that work almost exclusively
with volunteers also characterises the German nonprofit sector. The professionalised German
NPOs are thoroughly integrated into tbeuntry’s welfare state. Working in the areas of
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health and social services, they are predominately pylfliaded. On the contrary, the vast
majority of small nonprofits, active in the areas of leisure and sports work predominantly with
volunteers. They also receive small public subsidies, predominantly from local governments
as well as infrastructural support in terms of facilities (e.g. sports hall, playing fields).
However, their prime sources of finances are membership dues.

In Germany, the largest share of nonprofit funding consists of contract-based payments either
from government entities (e.g. municipalities) or from social and health care insurances.
Public support in form of subsidies and temporary grants constitutes the second most
important source of funding. Earned incom@articularly membership dueshas always

played an important role, particularly for those organisations that work in fields such as sports
or leisure. Similar to France, philanthropy and income from sponsorship of corporations is not
very important for the funding of German nonprofit organisations (Zimmer/Priller 2007: 81).
However, there are selected organisations, such as Greenpeace Germany, that live thoroughly
off donations and earned income, or which rely heavily on donations, such as the NPOs that
are active in humanitarian aid activities, such as Caritas International, or Oxfam Germany.

35 OntheAdvance: Volunteering

Finally, volunteering as a major resource for nonprofit organisations assumes similar forms in
France and Germany. However, in both countries volunteering is by no means restricted to
nonprofits. It is increasingly of significant importance for the wellbeing of public
organisations, such as publicly run schools, kindergartens or museums. Nevertheless,
nonprofit volunteering has developed positively over the last decades in both countries. While
Germany looks back upon a stable but comparatively moderate increase in volunteering, i
France, volunteering has become more widespread very recently, particularly in the last
twenty years. Indeed, the numbers of volunteers doubled thia early 1990s in France. The
reasons for this are manifold: It is partly due to a true increase of temporal sacrifices, and
partly due to the fact that people who saw themselves as helping or doing alternative civilian
service now say that they are volunteering.

TableV: Development of Volunteering in France, 1992010

Sources: France 3 Surveys LES/ISL/JJHCNP for 1990, 1993 and 1996; INSEE 2002;
DREES-BVA for 2010.

Figure5: Development of Volunteering in Germany, 1985 - 2009
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Source: Priller 2013

Depending on the approach and method of surveying, response rates slightly differ in
Germany. According to the results and data of the German Socioeconomic Panel (SOEP), the
share of persons engaged in volunteer activities has developed positively from 22.6 % in
1985 up to 30.3 % in 2009 (see Figure 5). Particularly, regular and very stable engagement
that takes place at least once a month, has seen an increase in Germany and France
(Prouteau/Wolff forthcoming). The results of the German Freiwilligensurvey reveal an even
more positive picture of Germany as an active civil society. According to the
Freiwilligensurvey, 36 % of the German population volunteers regularly. Thus, generally
speaking, more than every third inhabitant of either France or Germany and, thexefore,
significant part of the population of the two neighbouring countries is regularly engaged in
volunteer activities- more than one third oGermany’s population volunteer regularly,
whereas in France two-thirds volunteer occasionally, during holidays or in reiaspecific
non-profit events such as telethon.

It does not come as a surprise that the areas of volunteer activities are also very similar in

France and Germany. Prime areas are sports, leisure and hobby activities asculalras

and recreation. Next to these leisure related fields, volunteers are engaged in social as well as
in church related areas. However, Germans are less frequently engaged in arearelated t

politics, advocacy or community affairs.

Figure 6: Volunteering in Germany According to Fields of Activity, 1999, 2004, and 2009, in
Percent of Overall Volunteering

Source: Freiwilligensurvey 1999, 2004, 2009

Table V: Volunteering in Francby Fields of Activity, 2006, in % of Total Volunteering

Source Tchernonog 2007: Organizations Survey, without religions

France mirrors Germany with respect to the preferred fields of volunteer activity. The French
population is engaged in sports (23 %), culture (15 %), leisure and recreation (15 %).
Compared to Germany, advocacy organisations attract more volunteers (16 %) in France,

while the areas of health and social services (¥0a%well as education and training (8 %),
and religion (5 %) are more popular fields of volunteer activity in Germany than they are in

® This classification deals with the members of associations that work &lstardy for them. But lots of
volunteers are not members of the organisation and these voluntart alassified in the DREES-BVA
survey (Prouteau and Wolff forthcoming).
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France. In Germany and in France, volunteering is still highly gendered. Men who volunteer
prefer sports and professional associations as their prime field of activity. Whereas, women
are first and foremost engaged in the areas of health, social services, and education. In
contrast to France, German women volunteer very often in church or reygaffifated
organisations.

3.6 Legaciesof History

Despite the similarities, there are at least two aspects that are different in France and
Germany. Each of those is closely linked to the political culture and tradition of the respective
country. The first one has to do with Germany’s tradition as a “nation of joiners”. There is a
significant gap between membership quotas in France and Germany according to the results
of the European Social Survey. Although almost every second citizen in France was a
member of an association, the Germans surpassed the French by 20 % in 2002/2003. 70 % of
the Germans interviewed were members of at least one association. But, multiple membership
is very frequent in Germany. In the meantime, it is also becoming more frequent than
previously in France (Zimmer 2007; Prouteau/Wt@rthcoming).

Figure 7: Membership Quota in Voluntary Associations (Clubs) in European Countries
Source: ESS 2002/2003; Priller 2013

There are many jokes about the German Vereinsmeierei, i.e. the tendency to found voluntary
associations or clubs that are membership based for any purpose one can conceive of (Zimmer
2007). Some of these clubs are very old, dating back to the e&reh€ury such as Reading
Societies or Literary Salons; some of them were founded in the second half of'the 19
century, such as singing or sport clubs. Some of them are a product of theé"lated1€arly

20" century, e.g. gardening societies or local church affiliated charities, which were the for-
runners of the German Welfare Associatierthe most important providers of social services
today (see Table Il). Membership is at the core of these nonprofit organisations. And although
membership in nonprofits is slightly on the decline in Germany, there are still definitely more
German than French members of nonprofits, in particular of clubs or membership based
voluntary associations.

Furthermore, the sectors of the two countries differ with respect to private contributions, the
funding of foundations respectively. According to the results of the European Social Survey,
Germans tend to be more engaged in private philanthropy than the French. Every third of the
Germans interviewed donated on a regular basis, whereas in France, every fifth person
interviewed indicated that private philanthropy is a part of his or her life-style.
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Figure 8: Quota of Donators in European Countries
Source: ESS 2002/2003; Priller 2013

Finally, the difference between France and Germany is impressive with respect to
foundations. Again, private philanthropy was a prominent and central feature of modernising
Germany in the late f9century. At that time, many private foundations that were modelled
after the American example were founded, in particular in big cities such as Hamburg, Berlin
or Frankfurt. Depending on the region, these foundations, however, worked closely together
with public administration and local government. Therefore, foundations in Germany did not
perceive themselves per se as a counterbalancing foreewssstate power. On the contrary,

in many cases, private foundations and local governments share a tradition of working hand in
hand with the aim of helping the poor, supporting the arts or institutions of higher education
or research. During the German Empire, the establishment of foundations enjoyed
governmerdl support and was perceived as being highly beneficial for the advancement of
various segments of German society (Frey 1999). Accordingly, there were many private
foundations operating in Germany in the latd” ¥@ntury, and hence before political and
economic turmoil gripped the country with the effect of destroying a rich sector of
foundations.

After World Warll, it took time to catch up. Nevertheless, in the meantime, Germany has
developed into a vivid arena for foundations. Today, Germany is second only to the U.S with
respect to the numbers of foundations. There are only about 2.000 foundations operating in
France. In contrast, the number of foundations in Germany amounts to about 20.000 (Alscher
et al 2009). The growth of the foundation sector has been heavily supported by the German
government, which implemented laws that are beneficial and very supportive of private
philanthropy in the 2000s (Alscher et al 2009).

Figure 9: New Foundations in Germany, 1990-2011

Source: Bundesverband Deutscher Stiftungen; Priller 2013

Contrary to Germany, the centralised French State has always been suspicious of foundations
Some of them dated back to the Middle Ages and were closely linked to the Catholic Church
and its monastic orders. Due to donations and bequests, particularly these foundations became

very rich. Even before the French Revolution, Louis XIV and Louis XV viewed foundations
as inefficient competitors in the provision of public services. Accordingly, foundations were
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secluding mortmain property from productive economic flows and escaping from pfoperty
and other royal taxes. During the Revolution, the properties of both the Church and its
affiliated foundations were seized. Many schools and charitable institutions had to be closed,
while hospitals were nationalised. In France, foundations virtually disappeared until the end
of the 19" century. Very few foundations were created in th& @ntury, even after World

War Il when foundations started mushrooming in other European countries and especially in
Germany. In 2005, there were 19 foundations per one million inhabitants in France, next to
Ireland the lowest rate in the European Unidhis provided a significant contrast to the 156
foundations per one million inhabitants in Germany (European Foundation Centre 2008).
However, since 2003, after a law introducing more fiscal incentives for individual and
corporate donations was implemented and since 2009, when endowment funds were created,
many new corporate and individual foundations have been created in France. In addition,
more than one thousand endowment funds have been started since 2009. Despite this very
recent improvement, there still is a significant difference between the two countries as regards
the culture of philanthropy

Summarizing the results of the statistical profile of the nonprofit sectors in France and
Germany, the similarities are impressive. Alongside the growth of the welfare state, “typically

French” has shifted towards “typically German”. German governments have always made use

of “the sector”. On the contrary, French governments have only recently discovered the sector
as a vehicle for public policy. In the meantime, the German and French nonprofit sectors have
become rather similar with the two exceptions of firstly, foundations that in contrast to France
are numerous and flourishing in Germany and secondly, membership affiliation which is at
the core of political culture in Germany but less common in [anc

Is this also the case with respect to the topic of how current developments, in particular
changing government policies and the fiscal crisis, have an impact on the sector in the two
countries?

4, Current Developments

Non-profits in France and Germany are currently confronted with similar problems and difficulties.
Competition constitutes a major issue for the sector and its organisations in both countries. Due t
the significant dependence of nonprofits on public funding in both countries, current cuts in
government spending have hit the sector in France and in Germany alike. In Germany, pgarticularl
nonprofits working at the local level in areas such as leisure or sports, which do not enjoy legally
secured funding, face a difficult situation due to the fiscal constraints of German local gowsrnme

* In the Great Encyclopaedia of thé"i@ntury Turgot declared“A founder is a man who wants to eternalize
its will [....]No man-made work is everlasting. As foundations, multiplied by vanity, wabkbrb in the long
run all funding and individual property, it is necessary to destremt’
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and are therefore increasingly cut off from an important source of funding. Against this
background, small and medium-sized nonprofits are more and more in a situation of fierce
competition for local government grants and subsidies. Seeing in the near future, it is likely that the
financial crisis will have a stronger impact on Germany, in particular local nonprofits will face a
very difficult time. Already today, membership is decreasing in local associations because German
nowadays tend to avoid unnecessary expenditures such as membership dues for volunta
associations whose services are no longer appreciated and used. A downsizing of the nonprof
sector, less organisations with fewer members and reduced programs of leisure and sport activitie
might be the most likely outcome of the current situation.

The same holds true for those organisations, working in the core welfare domain such as in sociz
services or health care. Since the mid 1990s, the German government hasdfalloeo-liberal
agenda in social policy. A “privileged partnership” with non-profits in the areas of social service
provision is no longer perceived as a successful approach. In accordance with cost-cutting
strategies, “competition” among different providers of social services in a selected area, such as
hospital care, seems to safeguard efficiency more effectively. Nonprofit hospitals, homes for the
elderly, children’s homes and other facilities are faced with increasing competition from the for-

profit sector in Germany. In order to be eligible for government grants, large and professibnalis
German nonprofits, active in the core welfare domain, have developed into highly efficient welfare
enterprises. From a management point of view, today, there is almost no difference between a nol
profit and for-profit social service provider in Germany.

However, although the German government increasingly treats nonprofits on equal footing with
for-profit enterprises, the government still perceives the organisations as alternative tools for policy
development. Textbook examples are programs that aim at integrating long-term unemployed, o
government sponsored initiatives whose goal is a further integration of members of the migrant
community in Germany. In other words, the organisations are perceived as competitors in socia
markets which are increasingly tougher and simultaneously, nonprofits are supposed to work ol
behalf of the common weal by running programs and initiatives which primarily serve those parts
of the population that are in a very difficult situation, and who first and foremost have very little
chances on the non-subsidized labour market. In sum: Currently, German governmera lacks
coherent policy towards the sector.

Again, the situation of nonprofits in France is similar. The financial crisis has already heavily
affected the funding situation of many nonprofit organisations in France. The retrenchment of
public money is certainly the most hard-hitting part of the crisis. The reduction of subsidies and
contracts paid by the State is no longer being compensated by the regions, the dépantdayents o

local communities, all of which also have financial difficulties. Despite tax incentives, donations

remain steady with little hope for an incred3aring the early stages of the crisis, public grants or
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reimbursements were delayed and sometimes suppressed, provoking at best cash flow difficultie
and at worst bankruptcies along with the dismissal of employees. This has been the case for son
home care services and nonprofits, active in the area of culture. In the meantime, the fitical situa
has significantly deteriorated. Against the background, a number of French nonprofits have merge
with other organisations working in the same field or area, or they are pooling their infrastructure,
equipment or human resources. However, it is very unlikely that the French nonprofit sector will
undergo a process of concentration. Instead, it is more likely that employment in the sector will
decline. Indeed since 2010, nonprofit employment has been decreasing. This might beator indic
of approaching a turning point the sector’s continuous success-story in France. In 2011, about
26 000 jobs were suppressed.

Overall, the outlook towards future developments is rather pessimistic in both countries. It is mosi
likely that thesector’s success-story that by and large was a by-product of the growth of the welfare
state might come to an end. Nonprofit employment is on the decline. Furthermore, the quality of
jobs in the sector is significantly deteriorating. Additionally, the attractiveness of nonprofits for
members is declining. The sector in both countries is confronted with a difficult situation, which
asks for a new definition of its position vis-a-vis the state and the market. The new French
government is now looking for a policy for the social economy, encompassing cooperatives anc
mutual companies, membership associations and foundations. In 2012, a law on these organisatio
will be voted on. Moreover, in accordance with the recommendations of the report of the Stiglitz-
SenFitoussi Commission (2009), new indicators to measure economic performance and socia
progress are currently discussed in Europe. Particularly, this new approach tries also to draw th
attention to the social as welsto the economic role of nonprofit organisations on both Europea
welfare and the wellbeing of its citizens.
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Figure

Figure 1: Increase of the number of voluntary associations in Germany- 2930
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Figure 2: Annual Foundation of Associations, 1962011
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Table I: Nonprofit Organizations and Nonprofit Employment by Activity, 2009

Activity field Nonpr ofit Employees | Full-time | % of total | % of total
Organizations Equivalents | nonprofit activity
(FTE) FTE field FTE
Health 3900 152 000 127 000 8.2% 7.5%
Social services 32120 868 000 695 000 44.8% 60.3%
Culture, sports and 0 0
recreation 56 840 115 000 93 000 6.0% 39.5%
Education, training and 0 0
research 21 650 346 000 288 000 18.5% 17.5%
Other: Environment,
Advocacy, local 70 150 388000 330000  21.2%
development, housing,
professional and nec
Total 184 860 1 869 000 1533 000 100.0% 7.5%

Source: INSEETableaux harmonisés de I’Economie sociale

1 Nonprofits include associations and foundations and do not include the nonprofit establishments run by
mutuals. According to an agreement between INSEE and CNCRES to define the scope of social economy it
does not incude worship organizations, political parties, labor unions, and business and trade unions despite
their legal status is association..



Figure 3: Areas of Nonprofit Activity and Gross Value Added (in%)2
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Table Il: Organizations and Areas of Activity of the German Welfare Associations, 2008

Area of Service Organizations | Full-time Employees | Part-time Employees
Health care 8.462 222.435 152.451
Youth 38.092 146.018 179.955
Family 7.201 16.029 45.470
Senior citizens 16.524 152.750 246.164
People with disabilities 15.365 125.815 165.492
;‘fl?apt'lgr']rs‘ special social 7.782 13.765 13.936
Others 7.329 25.625 22.279
Training Facilities 1.638 6.086 7.559
Subtotal 102.393 708.523 833.306
?:r'f/'izglzriﬁigomm“”“y 34.817 2.347 4.419
Grand total 137.210 710.870 837.725
Source: Bundesarbeitsgemeinschaft der Freien Wohlfahrtspflege e.V. (BAGFW)

(2009): Einrichtungen und Dienste der Freien Wohlfahrtspflege. Gesamtstatistik 2008



Table 11I: Nonprofit Employment in Germany

1990
(without former 1995 2007
East-Germany)

Nonprofit Employees (in Mio.)
1.3 21 2.3*

Share of Nonprofit Employment of total
Employment (in %) 3.74 4.93 9.0

* part- and full-time employment

Source: Johns Hopkins Comparative Nonprofit Sector Project & Rosenski 2012



Figure 4. Women, Patime, and Temporary Employees in Germany’s Labour Force, 1996
and 2008 in %
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TablelV: Development of Volunteering in France, 1992010

1990 1993 1996 2002 2010
Volunteers (millions) 7.9 9.0 104 12 16,1
Volunteers 19% 21% 23% 26% 32%
in % of adult population
Sources: France 3 Surveys LES/ISL/JJHCNP for 1990, 1993 and 1996; INSEE 2002;

DREES-BVA for 2010.



Figure 5: Development of Volunteering in Germany, 1985 - 2009
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Figure 6: Volunteering in Germany by Filed of Activity, 1999, 2004, and 2009, in percent of
Overall Volunteering
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Table V: Volunteering in France by Fields of Activity, 2006 in % of Total Volunteering

Activities NPOs with NPOs with Total NPOs
volunteers only paid employeey
Sports 28% 33% 29%
Culture 18% 12% 16%
Social services and health 11% 21% 13%
Leisure, recreation 14% 8% 12%
Advocacy 12% 5% 10%
Humanitarian charities 9% 12% 10%
Youth and adult education 3% 5% 4%
Professional and economic intere 3% 4% 4%
Other 2% Insignificant 2%
TOTAL 100% 100% 100%
Volunteers 712 600 222 800 935 400

Source: Tchernonog 2007: Organization Survey, without religious organizations



Figure 7: Membership Quota in Voluntary Associations (Clubs) in European Countries
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Figure 8: Quota of Donators in European Countries
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Figure 9 Number of new Foundations in Germany, 1990-2011
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Abstract

According to the “social origin theory” of civil society studies (Salamon and Anheier 1998),

the nonprofit sector of today constitutes a “repository of former societal struggles and

conflicts”. France and Germany stand for very different societal traditions, political legacies
and administrative structures. Traditionally, France is a highly centralized country in which
local governments do not enjoy much autonomy. In contrast, Germany is a federalized
country where self-government of local communities was introduced as early as at the
beginning of the 19 century. Against this background, it comes as a surprise that, aside from
few exceptions, the nonprofit sectors in the two countries are very similar. How does this
come? We argue that the reason why the French nonprofit sector of today is very similar to
the German nonprofit sector is closely linked to the growth of the welfare state in the two
countries.

1. Introduction

According to the “social origin theory” of civil society studies (Salamon and Anheier 1998),

the nonprofit sector of today constitutes a “repository of former societal struggles and
conflicts”. Correspondingly, nonprofits are embedded in administrative and organizational
settings, which, in many cases, date back in history as far as to the second half of the 19th
century when industrialization and urbanization began to hold sway in the western world.

France and Germany stand for very different societal traditions, political legacies and
administrative structures. Traditionally, France is a highly centralized country in whi¢h loca
governments do not enjoy much autonomy. In contrast, Germany is a federalized country
where self-government of local communities was introduced as early as at the beginning of
the 19" century. Heterogeneity in terms of religious groups, regional and cultural differences
has always been a central feature of Germany. On the contrary, France has abmays be
portrayed as a textbook-example of a catholic society, governed by a powerful administrative
elite. Germany stands for a tradition of “third party government” or neo-corporatism, which
translates into a government working closely together with the nonprofit sector with respect to
policy formulation as well as policy implementation (Zimmer 2001). S@peratism has

never been a feature of the French political culture.

Against this background, it comes as a surprise that, aside from few exceptions, the nonprofit
sectors in the two countries are very similar. How does this come? We argue that the reason
why the French nonprofit sector of today is very similar to the German nonprofit sector is
closely linked to the growth of the welfare state in the two countries. The driving force, which
eradicated features of “typical German” and “typical French” of policy implementation, was

the aim of both government to provide citizens with a broad spectrum of social services.
However, faced with significant fiscal constrains, a slow down of the economy, and a
worldwide paradigmatic shift in welfare state policies, since the 1990s, German governments
have already significantly changed their attitude towards the sector. Most recent
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developments in France and in Germany, therefore, give way to the question whether the
success story of nonprofits in the neighboring countries might come to an end.

The following paper firstly provides an historical overview of the traditions of nonprofit
embeddedness in France and Germany. It also focuses on the topic of how governments in
France and Germany have made use of the sector traditionally, and during the helgday of
welfare state. Secondly, a comparative statistical portrait of the sector in the two countries
uncovers striking similarities. But, it also shows that there are still at least some differences.
The concluding chapter addresses the topic of how governmaonnprofit relations will

further develop in the two countries.

2. Developments and State of the Art of the Nonprofit Sector in France and

Germany
2.1  State—Nonprofit Relationshipsin the 19" Century:

Aloofnessin France — Embracement in Ger many
Statism,state control and centralization, are the most important features and long-term trends
in French history. The millennium fight of the central state against any form of local power is
at the root of French centralization. French kings fought against feudal order and against
urban citizens' organizations during the Middle Ages; they fought against regional
governments and religious minorities such as Protestants and Jews durind' ted 178
certuries. Furthermore, French staatehood is based on the notion of a direct and close
interrelation between the state and its citizens. In accordance with both the political
philosophy of Jean Jacques Rousseau and the ideas of the French Revolution, intermediaries
such as guilds, fraternities or any kind of voluntary association were supposed to be in the
way and hence counterproductive with respect to modern polity and society. This very notion
of statehood was enshrined in the famous Loi le Chapelier of ¥R®lone shall be allowed
to arouse in any citizen any kind of intermediate interest and to separate him from the public
weal through the medium of salled common interests” (Archambault 1997: 28;
Rosanvallon, 2004).

During the 18 century, liberal legislation tended to loosen the reins on intermediaries, such
as mutual societies, trade unions or business associations. However throughout the century,
the successive monarchs and republics in France kept a critical eye on any societal movement
or organization that did not belong to the realm of the state, such as the labour movement, the
Catholic Church or political clubs. Finally, we have to keep in mind that worldwide the
development of a nonprofit sector and the rapid growth of voluntary associations was a by-
product of industrialization and urbanization in thé” X®ntury. At that time associations

were an urban phenomenon. However, it might be questioned whether the concept of



“industrial revolution” that translates into rapid demographic growth, urbanization and a
decreasing economic significance of agriculture can be applied to France which in the second
half of the 18' century and the first half of #@entury was still a rural nation with only a few
industrial and densely populated cities or metropolis (Archambault 1997: 30; Archambault
2001).

Compared to France, German governmenbnprofit relationships were very different in the

19" century. With the introduction of self-government at the local level in Prussia, German
governments started to work with nonprofits by using them as tools of public policy. Faced
with the risk of bankruptcy after the Napoleon Wars, the Prussian State, the largest among the
German kingdoms and serfdoms, started a remarkable administrative reform that among other
issues introduced the concept of local self-government. Responsibility for local affairs in
terms of societal and political matters, finances included, was handed over to the local
communities. Berlin was no longer responsible for the financing of local welfare; by way of
reciprocation, Berlin also gave up the right to interfere directly in local affairs
(Bogumil/Holtkamp 2006). From the very beginning of self-government, due to the lack of
resources, local governments had to co-operate with local charities, nonprofit organizations or
social entrepreneurs (Sachf3e 1995; Zimmer et al 2009). The Prussian approach towards self-
government at the local level set a precedent that was copied, albeit with stark regional and
local modification, throughout Germany in thé™@ntury. Although a strong state or etatism

also constitutes a central feature of German tradition, “intermediaries” such as guilds and
fraternities, nonprofit organizations and voluntary associations were not per se perceived as if
they were posing a thread to the modernizing state in thecd®tury. On the contrary, in
Germany, parts of the emerging nonprofit sector were smoothly and very successfully
integrated into modernizing strategies which were started, monitored and supervised by the
state and itsgrowing administration. Germany’s nonprofit sector in the 19™ century
constitutes a prime example for a sector which developed and flourished “under the thump” of

a state. The sector provided room for numerous initiatives, and a “private culture of welfare”
(SachRRe 1996) without endangering state authority.

The reason why a lively nonprofit sector operated successfully in an authoritarian regime is
closely linked to the ideas of the political philosophy of Friedrich Hegel. According to his
logic and in sharp contrast to the ideas of the French Revolution, Hegel differentiated between
the realm of the state and society. While the State is responsible for the common good, civil
society or burgerliche Gesellschaft constitutes the space where citizens hthroug
Korporationen and hence membership organizations are able and allowed to follow their
specific interests. However, the state guarantees that “private interests” are not getting out of

hand. Hegel promoted the concept of a strong state and a strong civil society. But the
Hegelian civil society operates under the tutelage of the state. Having this concept in mind, it



follows logically that an integration of nonprofit organizations into state initiated and
supervised policies does not put a threat to state authority. On the contrary, working closely
with nonprofits supports the advancement of state authority because it provides government
initiatives with legitimacy.

2.2  State —Nonprofit Relationships in the Period of Welfare State Expansion:

France Following the Ger man Model
Against this background, the German tradition of neo-corporatism which traditionally
assigned societal bodies, such as trade unions, business associations and nonprofit charities,
specifically the German Welfare Associations as well as the umbrella associations of sports
clubs and other societal and leisure activities, an important role in the policy process (Streeck
1999, Lembruch 1996, Katzenstein 1987) becomes understandable. Without going into detalil,
the originally local approach of third party government (Salamon 1987) and hence policy
making in close co-operation with (policy-formulation) as well as through (policy
implementation) nonprofit organizations has been upgraded to the national level in Germany
as early as in the late ®eginning of the 20 century. What modern political scientists title
neo-corporatism- governing with the assistance of associations at any level of government
and in a broad spectrum of policy field$ooks back upon a long tradition in Germany.

During the period of welfare state expansion, Germany, in accordance with path-dependency,
strongly built on the country’s tradition of a close partnership between government and
nonprofit organizations, in particular in the core welfare arena but also in other policy fields
such as leisure or sports. In the aftermath or World War I, neo-corporatism which some
political scientists also title meso-corporatism developed into the overall strategy of policy
making in Germany. At the national level of government, policy field specific umbrella
organizations, such as the Welfare Associations or the German Olympic Sports Association,
were and still are thoroughly integrated into the policy process. At the Federal and regional

3

level, representatives of the “umbrellas” work on par with representatives of government
administration and politicians. At the local level, the membership organizations of the
umbrellas, hence the local sport clubs or the organizations and institutions of the Welfare
Associations, are thoroughly integrated into the process of policy implementation. Funding is
safeguarded and regulated by the Federal Government in the core welfare domain; funding for
leisure and sports belongs to the responsibility of local governments and hence depends on

their specific financial liquidity.

The German version of “third party government” translated into a remarkable success story of

the nonprofit sector in the core welfare domain as well as in the area of sports and leisure. The
German Welfare Associations developed into the most important providers of social services
next to public entities in Germany. Also the success story of the German sport clubs is



outstanding. There are more than 95.000 sports clubs being active in Germany (Zimmer et al
2011). The core ofhe “German model” encompasses decentralized service provision as a

joint endeavour of public-nonprofit cooperation and centralized policy formulation with the
aim of providing a framework for policy enactment without going into details and hence
granting communities and regions some leeway for manoeuvring.

To a certain extent, the German model at least influenced the French approach towards the
nonprofit sector and its organizations. At the beginning of tffece@tury (1901) the freedom

of association was safeguarded legally in France. However, the development cfdhdtse
significant growth and flourishing went hand in hand with the build-up and expansion of the
welfare state in France, which started in the aftermath of the Second World War and
particularly since the 1960s.

From this decade onward, there is a trend in France of less state control and more attention
has been paid to the tradition of most European continental countries. The first
Decentralization Act (1983) is a way to strive towards a more European political structure. In
France, decentralization is recent but it seems to have been a strong incentive to the nonprofit
sector development. Reducing the prerogatives of the central government to the benefit of
regions, departments and local communities, decentralization has given way to a new kind of
partnership between nonprofit organizations and local authorities.

In other words, instead of neglecting or even oppressing private nonprofit initiatives, French
governments increasingly started to co-operate with the sector and its organizations. Step by
step, the areas of co-operation were expanded. In the 1950s, nonprofits supporting physically
or mentallyhandicapped citizens and social tourism associations running holiday resorts,
were acknowledged by the government as legitimate providers of services. In the 1960s,
nonprofits enhancing the democratization of sports and culture were encouraged and
supported by the government as well as multipurpose associations disseminating popular
culture. In the 1980s and 1990s with significant government support, many nonprofits were
created to cope with social exclusion by providing work to unemployed citizens. Moreover,
against this benevolent background, fine examples of social entrepreneurship came to the fore
in France. A case in point is the organization Medecins sans frontiete&smous “French

doctor$, which were awarded the Peace Nobel Price. Most recently, government support

through tax incentives and subsidies gave rise to the foundation of many home care services
and other facilities for an aging society that are provided and managed mainly by nonprofits.

The embracement of the sector by the welfare state resulted in both countries into a success
story and remarkable growth. In Franeed in Germany, the today’s nonprofit sector

constitutes a highly integrated component of each country’s welfare state. Alongside with the



growing importance of social policy and particularly social service provision, nonprofit
organizations developed into important tools of political engineering. The following statistical
portrait of the two sectors reveals a picture of striking similarity.

3. Statistical Profile of the Nonprofit Sectorsin France and Ger many

3.1  Nonprofit Growth in France and Ger many

A common feature of the sector in both countries is its remarkable growth, paticutae

the mid 1970. In quantitative terms, nonprofit organizations in France and Germany look back
upon a success story of accelerated growth that translated into a foundation boom of nonprofit
organizations.

Figure 1: Increase of the number of voluntary associations in Germany- 2940

Sources: Johns Hopkins Comparative Nonprofit Sector Project, 2001-2011: V&M Service
GmbH, Konstanz, Germany; Priller 2012, in press

In Germany, the majority of nonprofits are legally “chartered associations” (eingetragene
Vereine). According to the results of the Hopkins Project, the number of these associations
has more than sextupled from 86.000 in 1960 (former West Germany only) to over 550.000 in
2008 and 58000 in 2011. This “associational boom” outmatched the growth rates of both

public entities and for-profit companies (Zimmer/Priller 2007: 55). Although there are many
nonprofit organizations in Germany, as local studies clearly show (Zimmer 2007) that are
dating back to the early T9century, the vast majority of German nonprofits has been
founded during the last four decades in former West-Germany, and during the last twenty
years in former East-Germany and it is the same in France (Tchernonog, 2007).

The same success story of nonprofit growth took place in neighboring France during the last
decadesAgain, “association” constitutes the generic legal form of the majority of French
nonprofits. Starting in the late 1970s, between 60.000 to 70.000 associations were newly

founded per year, more than three times the average of the 1960s.

Figure 2: Annual Foundation of Associations, 1962011

Source: Ministére de I’Intérieur, Journal officiel (except Departement Alsace-Moselle)

Today, there are 1.200.000 associations operating in France. The vast magonitijar to
Germany- are small and locally active organizations, which are working either exclusively



with volunteers of with very few paid employees. All in all, there are just 160.000
associations managed by professional staff; 2.000 associations have been granted by the
French government the "Reconnue d'Utlité Publique”, a special legal form that guarantees the
full legal capacity.

3.2 Integration intothe Welfare State

Nonprofit social service providers are in both countries the strongholds of the sector in terms
of economic activity and nonprofit employment. In France, the majority of nonprofit
employees are working in organizations, which are active in the core welfare egkzdsdin
particular in social services, education and health.

Table 1: Nonprofit Organizations and Nonprofit Employment by Activity, 2009

Source: INSEE, Tableaux harmonisés de I’ Economie sociale

Every second employee who works in the French nonprofit sector is affiliated with a
nonprofit, active in the area of social services. 60 % of the workforce in this core area of
welfare service provision is employed by a nonprofit organization in France. Nonprofit
employment in the areas of health and education, which in France constitutes a public
domain, is comparatively much less pronounced than in the area of social service. But also in
these core welfare fields nonprofit employment is still significant.

The same holds true for Germany. Again the core welfare domain constitutes the stronghold
of economic activity and employment of the German nonprofit sector. According to the most
recent study of the German nonprofit sector, the areas of health and social services count for
more than two thirds of the gross value of nonprofit activity in Germany.

Figure 3: Areas of Nonprofit Activity and Gross Value Added (in%)

Source: Krimmer 2011: Zivilgesellschaft in Zahlen. Exclusively nonprofits with employees
are considered.

1 Nonprofits include associations and foundations and do not include the nonprofit establishments run by
mutuals. According to an agreement between INSEE and CNCRES to define the scope of social economy it
does not include worship organizations, political parties, labor unions, and business and trade unions despite
their legal status is association..



Indeed, the similarity between Germany and France with respect to nonprofit employment is
striking. In Germany, nonprofit employment is concentrated in the social service domain.
According to the results of the Johns Hopkins Project, the area of health and social services
absorbabout 60% of the sector’s workforce with social services getting ahead of the area of

health. Similar to the U.S., German NPO-hospitals once used to be the stronghold of nonprofit
employment (Zimmer/Priller 2007: 57). However, the for-profit sector has made significant
inroads into this traditional area of nonprofit activity during the last decades in Germany
(Henriksen et al 2012). C