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Introduction

Civil organizations as a form of free will and creative energy of their members
have been part of our social life since ancient times. Today, they go beyond the friends
circle as they appear to play an active role in the social and economic life, fighting for
good causes, setting out global policies and creating job opportunities. On the one
hand, their special status could be attributed to the wide scope of activities typical of
non-profit organizations whereas the fact that they do not operate to make profit has
drawn the interest of many a specialist. This explains the spread of different terms
that mark off non-profit organizations such as non-governmental, independent, “third
party”, voluntary, social, civil, non-profit, to name but a few. In spite of their claim to
encompass similar organizational structures as stated by J. Thayer Scott1, they attribute
various nuances to the meaning and scope of the non-profit sector since they reflect
different aspects of academic thought. Various scientists argue that non-profit sector
boundaries are fuzzy and lack clarity which impedes in a way said sector definition
and may produce invalid or low level results. To address the need for terminological
clarity, the present study seeks to elucidate the nature and scope of usage of the most
common terms associated with the non-profit sector and proposes a way to define it.
Further on, the study focuses on some basic characteristics of non-profit organizations
and sets out identification criteria to help distinguish different structuring levels within
the sector itself. The object of study are organizations that pursue no profit ends,
which sets them apart from any activities aiming at generation and distribution of
profit (including partnerships, foundations, political parties, religious organizations,
syndicates, trade unions, social organizations, etc.). To sum up, the present theoretical
analysis focuses on the structural variants that serve to define the non-profit sector.

Terminological framework of the non-profit sector

According to the national classification of economic activities (NCEA) and the
European Classification of Economic Activities (NACE), non-profit organizations do
not cut a separate category but their activities are seen as part of several different
sectors while some are even classified under the category “miscellaneous”. Still, due
to their specific characteristics in the social domain, nonprofit organizations are perceived
as separate and independent entities. The term “non-profit” among other synonymous
designations has grown in popularity lately.
1 Thayer-Scott, J. Defining the Nonprofit Sector, in Reed, P., and Howe, V., Defining and Classifying the

Nonprofit Sector. - Statistics Canada and Carleton University, 1999.- p. 47-49.
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The term “not for profit” is used by sector organizations in an effort to explain
their activities within the theoretical framework of a market economy driven by supply
and demand forces, labour and capital. Non-profit organizations are opposed to business
in general and its main objective – to make profit. There exist two terms in the Anglo-
Saxon literature which provide an economic insight into the non-profit sector: “non-
profit” and “not-for-profit”2. And even though these are often looked upon as
synonyms, Conway3 outlines some important differences. Whereas “non-profit” refers
to activities, which exclude accumulation and distribution of profit, “not-for-profit”
does not exclude the possibility for economic activity, providing there were no personal
gains for leaders of the organization. The term “not for profit” has been borrowed
from Russian and accepted in Bulgarian usage. It is important to note that in our
country non-profit organizations cut across all the different types of legal institutions.
The term “non-profit legal entities” in the legislative framework implies that the basic
attribute used to characterize an organization as non-profit is that its activities are
seen as not productive in the sense of profit making. However, all characteristics
pertaining to non-profit organizations tend to remain in shadow. Despite the explicitness
of the law, both in theory and practice there exist opposing/contradictory views on the
core attribute which acts as the main stabilizing factor in the realm of social relations.
From a social perspective, many organizations both at home and abroad tend to remain
as distant from state and political power and they opt for nonprofit as befits their focus
on the market. What follows is only a quick introduction as to the choice of term such
as ‘vis-a-vis government’, ‘independent’ or ‘third’ sector which have come into
existence.

The category ‘non-governmental sector’ clearly contrasts with the formations
of state power as it often stands for social groups and organizations defending the
interests of their members and/or communities through lobbyism and persuasion4. In
Bulgaria, the term has probably grown in popularity because it implies free enterprise
and initiative but it also relates to freedom of opinion. Moreover, the term is all-embracing
as it is generally used for all nonprofit civil organizations5. Some researchers argue
(we too go along with their opinion) that the term is imprecise since ‘non-governmental’
is just one aspect of the functional state of nonprofit organizations6.

2 Literally, these notions translate into ‘without profit‘and “not for profit”. The accepted Bulgarian
equivalents of these terms are ‘not- for-profit’ and ‘non-profit’, which refer to the distinction we make
between economic and not economic activity.

3 Conway, A. (2003), Relationship Marketing in the Not-for-profit Sector: the Key to a Strategic
Marketing Focus? Salford: University of Salford, 2003.- p. 10.

4 Osborne, St. The Third Sector in Europe: Prospects and Challenges. Routledge: Taylor&FrancisGroup,
2008. -p. 13.

5 On the data base of ‘Information gate for non-governmental organizations in Bulgaria’ ‚(http://
www.ngobg.info) various organizations can be found, including branch organizations, culture and
sports clubs, libraries.

6 Lulanski, P. Non-profit organizations (overview) in: Management of non-profit organizations, Union
of Bulgarian foundations and alliances, Sofia, 1997, p. 15.
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In addition, non-profit organizations are often described as ‘third sector’
organizations. The term was introduced by Etzioni7 in 1973, with the idea to identify an
alternative third sector, reflecting the interrelation between state and market sectors.
A major advantage of organizations in the ‘third sector’ is that they combine certain
unique characteristics – entrepreneurial spirit, expertise and organizational efficiency
borrowed from the business world and provision of public goods, the latter being a
typical state related function. Theodore Levitt8, unlike Etzioni, sees the third sector as
a corrective tool to business or state as it is made up by “organizations whose original
goal was to institutionalize activism and address issues ignored by the other two sectors”.
However, both authors agree that the third sector is neither ‘governmental’ nor ‘private’.
Due to its rather loose nature, some authors believe that the term is suitable to conduct
comparative studies of different countries. Anheier and Siebel 9 argue that
notwithstanding considerable historic differences, legal norms and organizational
structure and activities, the term ‘third sector’ encompasses the French term „йconomie
sociale” (social economy), the British “non-statutory sector”, the German “gemeinnьtzige
organisationen” (charity organizations) and “gemeinwirtschaftliche Unternehmen”
(public organizations) and the American “nonprofit sector”.

Similarly, as the term ‘independent sector’ is often used in opposition to the
public sector (the state) and the private sector (businesses), it mainly puts an emphasis
on the free initiative and non-involvement with the other two sectors, yet it bears
serious criticism due to the overdependence on resources, exhibited by its constituent
organizations10. This gives us reasons to believe that the term ‘independent sector’
shall not be used as synonymous for ‘third sector’.

Despite their popularity, the above two terms are often criticized for their negative
nature. Either attempts to define the sector on the basis of characteristics it tends to
exclude. A similar approach describes said organizations as ‘residual’ as compared to
the other two sectors, leaving its boundaries undefined and open and its definitions
rather general. Presumably, the rise of some ‘positive’ concepts such as voluntary,
charity, social or civic sector has come about in answer to the above criticism.

The term voluntary sector is rarely used in Bulgaria, as compared to its common
usage in foreign literature. It reflects the social dynamics and refers to some of the
sector’s inherent characteristics such as giving, volunteering and participating. Nonetheless,
the term varies considerably in usage from one country to another. While in the USA it
is mainly used to refer to the ‘not-for-profit’ sector, in the UK non-profit organizations
are classified as public and voluntary, thus outlining two separate sectors11. In terms of

7 Etzioni, A.The Third Sector and Domestic Missions.//Public Administration Review, 1973, 33, p. 314-
323.

8 Theodore Levitt, Th. The Third Sector: New Tactics for A Responsive Society .New York: Amacom
Press, 1973. - p. 7.

9 Anheier, H. and Seibel, W. (1990). The Third Sector: Comparative Studies of Nonprofit Organization.
Berlin: Walter de Gruyter & Co, 1990. -p. 7.

1 0 Thayer-Scott, J. Defining the Nonprofit Sector. Citation, source. - р. 48
1 1 Octon, C. M. A Re-exarnination of Marketing for British Non-profit Organisations // European Journal

of Marketing, 1983,17,5. - p. 33-43.
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their legal status, a similar classification of non-profit organizations can be found in Bulgaria.
Under the Law on Non-profit Legal Entities, two types of organizations are discussed –
associations and foundations12. The legal status of the remainder of nonprofit organizations
is the subject of other statutory acts. Bulgarian universities, the Bulgarian Academy of
Sciences, National Radio and Television, etc., fall within this category. The reason why
their activities are seen as distinct from those of associations and foundations is the fact
that these institutions receive subsidies from the state budget, they are entitled to tax relief
and are subject to different liquidation and termination procedures, not to mention that
some of them also own state property. According to Кrasen Stoychev13 these specifics
give us the right to distinguish between ‘public’ and ‘private’ nonprofit legal entities which
can be seen as counterparts of British ‘public’ and ‘voluntary’ organizations.

Yet another term that can be closely associated with the idealistic aims of public
formations is ‘social economy’. The term has been traditionally used in France but
over the last years it has been increasingly brought into focus by other countries as
well. Nachko Radev14 describes social economy “as part of the real economy and
civil society in which volunteers and organizations being legal entities undertake activities
of mutual benefit or commercial activities aiming to be of personal or social benefit”.
When defining the above term, the emphasis is placed upon the immediate social
effect of the business, no matter whether profit is generated or not. On the contrary,
a key factor for the progress of social economy is the so-called social entrepreneurship
which aims at active economic activity while at the same time it performs social tasks
seen as more important than making profit. In the author’s opinion, the term ‘social
economy’ is somewhere in between the state and the market, overlapping to some
extent with other quasi synonymous terms such informal sector, third sector, nonprofit
sector, independent sector, voluntary organizations, to name but a few. A major structural
unit of the social economy is ‘social enterprise’. It is run as a business entity, producing
goods and services for the market economy while at the same time it allocates some
of its resources to implement social and environmental policies. The social enterprise
is legally manifested by co-operations, societies, foundations, benefit associations, etc.

The term “civil society” and the respective sector to which it refers, seem to
have an even broader meaning. To quote Michael Waltzer15 “the term ‘civil society’ is
used to designate the domain of all civil organizations and interrelated networks
saturating it, which are established in the name of the family, faith, affiliations and
ideology”. The above sector boundaries often present the focal point of literary discourse
since these vary considerably in view of existing multicultural, historic and political
perceptions. Gluschenkо16 argues that said sector tends to encompass any organizations,

1 2 Art.1, paragraph 2 ‘Law on Non-profit Legal Entities’.
1 3 Goleva, P., Kamenova, T. and Stoychev, K. (2003). Non-profit Legal Entities. Правен режим. Sofia:

Bulgarian Non-profit Law Center and Law Studies Institute at BAS, 2003. - p. 48.
1 4 Radev, N. Voluntary work and civil initiative. Veliko Turnovo: University Publishing House “St Cyril

and Methodius“, 2012. - p. 15 – 45 .
1 5 Walzer, M. Toward a Global Civil Society. Providence, Oxford: Berghahn Books, 1995. -p.7.
1 6 Glushtenko, V.V. Grazhdanologiya: Obshtaya teoriya grazhdanskogo pravozashtitnogo dvizheniya.

Moskva, IP Glushtenko Valeriy Vladimirovich, 2012. - p. 17-19.
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the main activities of which are centered around the principles of civil society, in particular,
public visibility, equality, freedom, solidarity, compassion, trust, etc. The following are
seen by the author as sector structural components: religious organizations, political parties,
national diasporas, social groups, community centers, social organizations, charity funds,
consumer co-operatives, civil right movements, etc.

Levels of Structuring the Non-Profit Sector

However, the availability of different terms used to designate the civil sector
(comprising non-profit organizations), the lack of consensus with regard to its boundaries
and other dissimilarities are among the issues still to be resolved. Salamon and Anheier17

are highly doubtful as to the actual existence of the discussed sector, posing arguments
that such a sector could be defined and shaped only if a substantial number of
organizations share certain common characteristics. Despite the terminological variety
and variations as to the scope and meaning of the herein discussed terms, there are
certain characteristics which justify the existence and uniqueness of the outlined civil
sector.

Firstly, it is important to throw some light upon the targets which organizations of
the non-profit sector have set before themselves. Unlike economic entities whose
purpose is to produce a surplus revenue (i.e. generate a positive financial result), non-
profit organizations have a wider target range, thereby excluding personal or material
benefits. According to Lulanski18 “the mission of non-profit organizations is through a
variety of informal means to mobilize the energy of society and its members and
undertake appropriate actions to ensure conditions for its inevitable transformation to
a civil society”. The non-profit concept does not necessarily exclude performing
economic activity which can financially aid the attainment of the organization’s goals.

 Secondly, nonprofit organizations are specifically distinctive from the state
structures. One of their marked features is their voluntary and amateur nature. Unlike
governmental entities whose liabilities are provided on a statutory basis, civil
organizations define the scope of their activities independently, driven solely by the
free initiative of their members and supporters. More often than never, their activities
are seen as an alternative to the mundane state services aiming to satisfy public needs
more fully. In addition, nonprofit organizations operate on the principles of self-regulation
and private initiative which is another distinctive feature from the state organizations.

Given the above peculiarities we have reasons to speak about consolidation in
the sphere of public interrelations, even though the extremely diverse nature of the
nonprofit sector blurs its fine definition. Moreover, different views on the nonprofit
sector can be largely attributed to political and historical reasons. Comparability of
terms and their usage internationally has been studied in a project initiated by the
American University John Hopkins. Trying to introduce some order into an existing

1 7 Salamon, L. and Anheier, H. Defining the Nonprofit Sector: A Cross National Analysis. Manchester:
Manchester University Press, 1997. - p.14.

1 8 Lulanski, P. Nonprofit organizations (an overview). Citation, quote. - p 18.
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‘terminological chaos’19, Salamon and Anheier who were the project leaders20 identified
four principal approaches at defining the nonprofit sector: legal, economic, functional
and criterial. The legal approach, in view of interdisciplinary differences has proved
ineffective in formulating a simple definition. The economic approach also provided a
rather limited description of the economy, finding significant distinction only in terms
of sources of finance. As a result, nonprofit organizations are perceived as receiving
revenue mainly through charities. This confines further said sector boundaries, as it
excludes all organizations that are funded by the state or engaged in economic activity.
The functional approach, on the other hand, is basically preoccupied with enumerating
the functions performed by nonprofit organizations. Despite its organizational efficiency,
this approach is devoid of accuracy as some of the functions can be performed by
both state agencies and nonprofit organizations. Taking into consideration the setbacks
of the above approaches, the authors propose to apply a set of criteria aiming to define
more fully the nonprofit sector, this time shifting the focus to the structure and activity
of these organizations. The elicited “structural-operational definition” is based upon
the following criteria: formal character, self-governing, independence from state power,
non-distribution of profit and voluntary nature. In addition, in order to limit the scope of
herein discussed nonprofit organizations, the authors propose the exclusion of political
and religious organizations from the scope of the present study. Indeed, opinions differ
as to the inclusion or exclusion of these two categories. Trying to present a summary
of the problem, Denitsa Gorchilova21 has drafted a broader version of the “structural-
operational definition” based on five positive, two negative and one extra criteria,
namely: institutionality, nonprofit distributing (in terms of its retained earnings and
not for profit ends), self-governing (organizations that are not political or religious),
emphasizing their private, voluntary and socially useful nature. The inclusion of the
‘socially useful’ criterion has been prompted by the various degrees at which
organizations working for private or community benefit have contributed to the social
system.

Taking into account the work of researchers from John Hopkins University Centre
for Civil Society Studies and their contribution to defining the boundaries of the nonprofit
sector, we thereby defend the opinion that in view of its broader scope and terminological
diversity, it is not possible or even healthy to explicitly define the nonprofit sector. We
propose therefore, with the idea to simply clarify the terminological haze, to add the
criteria suggested by Gorchilova, D. and thus identify structural levels in nonprofit
organizations. Table 1 presents a revised version of the author’s criterial identification
which is also indicative of our view on the broader nature of the herein discussed
terms.

1 9 A term used by Salamon and Anheier in the quoted document.
2 0 Salamon, L. and Anheier, H. In Search of the Nonprofit Sector I: The Question of Definitions. //

Voluntas, 1992, 3(2), p.125-151.
2 1 Gorchilova, D. Nonprofit sector: social and institutional characteristics. Sofia: University Publishing

House, 2010. - p. 24-26.
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Table 1

Criterial Identification and Structural Levels in Nonprofit Organizations

Legend: “ – obligatory presence of the selected attribute
~ – the specified attribute is not obligatory
* – designation of author’s revisions

Source: Adapted to Gorchilova, D. Nonprofit sector: social and institutional
characteristics. Sofia: University Publishing House, 2010, p. 27.

In view of the above criterial identification of structuring the nonprofit sector, we
shall discuss the following five basic notions. Under the term ‘narrow nonprofit sector’ we
tend to understand only those organizations that simultaneously meet all the above criteria.
Dismissal of the two negative criteria, i.e. non-political and non-religious organizations and
the need for community service provide for the inclusion of political, religious and private
organizations in the nonprofit sector. This leads to the formation of the so-called ‘third
sector’ which fills up the space between the state and the market. ‘Social economy’
extends sector boundaries even further with the inclusion of economic entities which
alongside attaining profit ends, place a special emphasis on social activities and community
service. The term ‘civil sector’ takes into account both formal and informal public formations
with nonprofit ends, in the name of community or private interests. The term ‘broad nonprofit
sector’ is all-embracing as alongside other public nonprofit organizations it also encompasses
organizations such as the Bulgarian Medical Union. The terms ‘non-governmental’,
‘independent’ and ‘voluntary’ sector are not included as separate structural entities since
their scope and content largely overlap with those of the ‘third sector’.

Conclusion

The above terminological review is but an attempt to distinguish between the content
of separate notions that are used to designate the nonprofit sector, having no claims
whatsoever at setting clear-cut boundaries between them. Arguably, their parallel
existence in scientific literature speaks in defense of Кеndall and Knapp22 views according

Criterion
Narrow

Nonprofit
Sector

Third
Sector

Social
Economy* Civil Sector

Broad
Nonprofit

Sector
Institutionalized √ √ √ ~ √
Nonprofit distributing √ √ ~ √ √
Private √ √ √ √ ~*
Self-governing √ √ √ √ √
Voluntary √ √ √ √ ~*
Not political √ ~ ~ ~ ~
Not religious √ ~ ~ ~ ~
Community service √ ~ √ ~ ~*

2 2 Kendall, J. and Knapp, M. A Loose and Baggy Monster: Boundaries, Definitions and Typologies, in
J. Davis Smith, C. Rochester and R. Hedley (eds.) An Introduction to the Voluntary Sector, Routledge,
1995. p. 65.
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to which “it is not possible to have a simple and all-around definition applied to all cases”.
Despite efforts to explicitly define sector boundaries characteristic of the previous century,
over the last years researchers have exhibited a new kind of ‘definition sensitivity’ recognizing
the fact that definitions and concepts that are created under specific circumstances may
fall short of meeting new or different conditions23. In this line of thought we can conclude
that there are no good or bad terms in designating the sector, comprising nonprofit
organizations. Conversely, each of the herein discussed terms may exhibit various degrees
of adaptability in terms of context and scope, depending on the specific purpose of usage.

The present study aims to clarify the content and scope of the nonprofit sector
by trying to differentiate between terms currently used in literature and practice as its
synonyms. A thorough review of nonprofit sector characteristics in light of the structural-
operational definition showed that said definition helps to reveal the real boundaries,
scope and size of the nonprofit organizations. In conclusion, the scope of the nonprofit
sector can vary, depending on its identified targets, which allows for a criterial
identification to be applied to structure the nonprofit sector.
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STRUCTURAL CONSIDERATIONS IN DEFINING
THE NON-PROFIT SECTOR BOUNDARIES

PhD student Vanya Kraleva

Abstract

After the beginning of the democratic changes the number of civil organizations in this
country has increased considerably, causing a heightened scientific interest in the forming
non-commercial sector. The variegated character of the organizations constituting it, however,
renders the unequivocal determination of its scope difficult and creates conditions for conducting
studies with low rate of validity. In this context the differentiation of the various concepts,
which have entered the literature and practice as synonyms of the non-commercial sector is a
step towards the clarification of its boundaries and nature. Defending the proposition that
their parallel existence reflects different levels of structuralization, in the present article there is
offered a variant of their criteria-based identification.

Keywords: non-commercial sector, structural-operating definition, criteria-based
identification.
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