Chapter 3

The charity market

In the two previous chapters, we examined the principal systems of allocating resources, namely the market economy, where private property is freely traded on a competitive basis, and the command economy, where property is collectively owned and distributed in a regulated manner. While the economic systems used in the countries of the world are variations of these two primary models, there exists a third possible type of economic model that contains, to some extent, characteristics of both these major models. This is known as either the integrative system
 or the charity market
, where private parties agree to transfer resources to others at a price below their market clearing level without being subject to any threat of coercion by government or having any need to meet the commercial constraints imposed by market
.    

Despite having many interesting features, the concept of altruism, which is the driving force behind charity, has not, until recently, been the topic of much economic research- indeed, the French term altruisme, signifying devotion to the welfare of others, was only introduced into the English language in the early nineteenth century
. This oversight was largely because neo-classical economists tended to focus on how people acted selfishly to maximise their own utility, even though Adam Smith, who was largely responsible for initiating such studies with his views on the “invisible hand”, had previously argued that men could be motivated to act in the best interests of others, mainly because they were seeking to impress upon some “impartial spectator”
 that they had some moral attributes worth admiring. Nevertheless, once the initial difficulty in understanding how consent to a wealth transfer could be granted without appearing to receive anything in return was overcome, the impasse in thought was rapidly overcome, especially after economic research was applied to first relationships existing outside of the marketplace, such as those within families.

Section 1 evaluates the composition of a gift given by an altruist, by breaking up its value into its various constituent parts. In section 2, we look at the factors that motivate people to act altruistically, as not everyone shares the same set of objectives when donating time, money or assets to a charitable cause. In section 3, we examine the rationale behind public charity, where government agencies are used as agents to ensure that some socially desired level of altruistic behaviour occurs, while in section 4, we see how the work of these agencies has, in recent years, been taken over by what are known as non-governmental organisations.

3.1 The composition of a gift

In economic terms, a gift is any resource that is allocated by a donor (the giver) to a beneficiary (the recipient) at a price lower than its value on a fully functioning market
. The act of gift giving is unique, in that it contains characteristics of both command and market economies. On the one hand, the donor is similar to a central planner in that she alone has the power to determine what resources should be offered, to whom they should be offered, and under what circumstances the transfer is to be considered. This power is, however, tempered by the fact that the recipient is, to a large degree, free to determine whether or not he should actually accept the gift offered by the donor. Consequently, an element of trading as found in the market system exists, where both the donor and the recipient may need to negotiate over the terms of a particular transfer before any donation can actually take effect.   

To demonstrate how the value of a gift is constituted, we employ a technique, developed for the general purpose by Alchian and Allen
, to examine the behaviour of physicians. According to Arrow, medical practitioners sometimes provide services to patients who would otherwise not have been able to afford to go to them at fees lower than they would normally charge, with the explanation for this apparent anomaly being that “treatment is dictated by the objectives of the case and not limited by financial considerations”
. In such cases, they are thought to be reflecting their spirit of altruism, as their behaviour serves as a signal that they are charitable and have an interest in the welfare of the patients, and are not only interested in maximizing their own wealth.

We start by assuming that a medical practitioner, whom we call Dr. Spock, would normally charge a client R200 per consultation
. In effect, this price, denoted A, is the market price for her services. However, to show that she is altruistic, our doctor decides to request a payment of only R10 when she attends to the case of an indigent patient, whom we call Mr. X. This nominal payment of R10 for services that would normally be worth R200 represents the amount that the recipient actually pays for the gift (denoted D). Furthermore, assume that if the patient did not have the opportunity to go to Dr. Spock, he would have had no option other than to go to the practice of an alternative physician called Dr. Castro who, although significantly less competent, would charge only R50 for a consultation (shown as C). Finally, we ascertain that while our recipient believes that the donor’s skills are superior to those of Dr. Castro, he may not feel them to be more than twice as valuable as those of Dr. Castro, so the most that he personally would have been willing to pay Dr. Spock for a consultation is R100. This value is represented by B, and indicates the maximum value placed by the recipient on the gift that is being offered. 

From these different valuations, we can deduce that the transfer of wealth embodied within the gift is R190, which represents the difference between what the gift is worth on the market, and what is actually paid by the recipient for it (i.e. A-D = R200-R10). Encapsulated within this wealth transfer are three smaller gift components, each of which has a particular function:

i) General wealth transfer

If the donor had not offered her services for R10, then the recipient would have had no option but to go to the inferior doctor for help, where he would have had to pay R50. This difference in consultation prices is R40 (C-D = R50-R10), and represents the opportunity cost (in monetary terms) that is no longer incurred by the patient when receiving medical attention, since it is now, in a sense, cheaper than before. This portion of the gift can be considered to represent a general transfer of wealth from the donor to the recipient, as Mr. X is now free to spend R40 in any way that he desires (not necessarily on healthcare).

ii) Specific wealth transfer 

We must then compare what the recipient would have been required to pay for medical care, had the donor not made her offer, with what he actually believes the gift to be worth. In this case, the difference is R50 (B-C = R100-R50), which signifies that the recipient believes that he is receiving a more valuable level of medical care than he would have otherwise have purchased. This segment of the gift can be interpreted as being a specific transfer of wealth as it relates to a change in value of the particular class of good being consumed (in this case, health care).

iii) Deadweight loss

Finally, we have a residual value representing the difference between the market value of the gift, and the recipient’s private valuation of it. To the recipient, this segment of the gift is simply a waste of resources since the relevant R100 component (A-B = R200-R100) does not provide him with any real benefit. If he had simply been given the total value of the gift in cash, he would feel better off, as this “wasted” R100 would cease to exist. However, from the point of view of the donor, this R100 is not irrelevant, but is of some private value to her, otherwise she would not have considered donating the gift in the first place. That is to say, she feels that the R190 in foregone income provides at least as much utility as the R40 increase in general spending power and R50 in superior medical care that the recipient believes he is getting when he goes to her for assistance.

In summary, the different values that the donor and recipient attach to a gift, in any conceivable situation, are:

A =
the market value of the gift;

B =
the maximum value which the recipient has of the gift. That is to say, this is the most that                the recipient would have been willing to pay for the good or service that constitutes the gift if it was on offer in a market;

C =
what the recipient would have to pay in order to acquire a good or service of the same general class as the gift, had the donor not provided the gift;

D =
what the recipient actually pays the donor in order to receive the gift.

From these valuations, the different components of a gift are then derived in the following general manner:

A-D =
the net cost to the donor of providing a gift at a price below its market clearing level
. This cost to the donor may then be broken up into three smaller “gifts”:

A-B =
this is, according to the recipient, simply a waste of resources that provides him with no utility whatsoever. From the perspective of the donor though, it is not a deadweight loss, but rather the value of the incentive required for inducing consumption of the gift;

B-C =
the value, to the recipient, of the extra resources that would otherwise not have been consumed had the gift not been made available;

C-D =
the change in general purchasing power made available to the recipient due to the donation of the gift.    


One common misconception that exists concerning the giving of gifts is that the donor always provides these for free, with the recipient receiving them at zero cost. Under such circumstances, it is felt that there is no need to have a price mechanism in place to account for these resource transfers since they are provided at a price of zero. Strictly speaking, this is incorrect, because as our example demonstrated, a donor could still be acting in a charitable manner even if she requested some form of compensation, such as a token monetary payment, from the recipient. The implication of such an observation is that it could provide us with an alternative explanation to the problem of price discrimination, where “two varieties of a commodity are sold (by the same seller) to two different buyers at different net prices”
. In a situation of altruism, this can mean that when a seller favours certain disadvantaged individuals, she may give them a donation, albeit in an indirect manner, by charging them a lower price than she would other, less favoured parties, even if her marginal costs of provision are identical in both instances. In our medical example, the charging of different prices could be correctly interpreted as being a profit maximizing strategy for the doctor only if it leads to the occupation of consultation slots that would otherwise not have been occupied. In such a situation, her profits would be expected to increase as the market price that she charged would exceed the marginal costs that she incurred to provide her services, If, however, such a price concession is granted to poor patients when rich clients who could have paid the market price are displaced, then such discriminating behaviour is definitely not of a profit maximizing nature, for in this case, she could only be charging enough to cover her marginal costs, but nothing more. Consequently, such a deviation in behaviour implies that an alternative set of criteria to profit maximization is motivating the seller to act in such a non-selfish manner towards certain “needy” individuals
.

An additional point of interest is to determine whether it is more appropriate to provide a gift as either a simple cash transfer or in a non-monetary guise, since this may influence the degree of deadweight loss (A-B) associated with charitable giving. This is of great importance since, ceteris paribus, the less waste there is of this type, the better off both the donor and recipient will be from any charitable act. Although distinguishing between the structure of a gift may appear to be a trivial matter, the amount of waste should not be underestimated, for even if it amounts to only a small fraction of a gifts market value, the absolute value may be significant. This can be seen by analyzing the following example, where an unwanted gift was offered for resale:

 Ford Laser Tonic- Brand new, unregistered, unwanted gift.

Cost R43 330, will accept R40 000.
  

Applying the methodology just developed allows us to make the following deductions:

-assuming our recipient received the gift with a market value of R43,330 (A) for free (D), then the net value of the wealth transfer to him is R43,330 (A-D = R43,330-R0);

-from the information available in the advert we are unable to determine what alternative means of transport is available to the recipient, and thus cannot ascertain the value of C
. However, we are able to determine that the recipient is willing to part with the gift in return for R40,000 , which can serve as an approximation of his valuation of the gift (B). Consequently, we are able to calculate that the deadweight loss to the recipient of receiving the gift is R3,330 (A-D = R43,330-R40,000), or about eight percent of the market value of the gift
.

The above example is a simple, once off demonstration of a much broader phenomenon. To get a more extensive idea of the magnitude of the deadweight losses arising from gift giving, we should aggregate the value of the waste incorporated in all the gifts given during a particular period. This is what was done in two studies that attempted to estimate the value of the losses arising from gift giving in the USA over the Christmas season. According to the first study, it was estimated that in 1992 alone, between $4 billion to $13 billion worth of gifts were written off as worthless by recipients, which meant that between one-tenth and one-third of the value of all gifts consisted of deadweight loss
. In a subsequent study by the same author using a revised methodology, it was found that only about ninety percent of the market value of a gift was appreciated by the recipient, leaving the remaining ten percent as deadweight loss
. While this estimate is smaller than that obtained in the first study, it still amounts to a significant value in both statistical and economic terms. Furthermore, it can be shown that such values are not necessarily restricted to the USA or present only during Christmas, with a recent survey estimating that about ₤1.8 billion was “wasted” on unwanted gifts in the UK every year
. What is important about these studies is that they show how vast amounts of resources can be collected and distributed in a less than efficient manner, where recipients do not value that which they have been given to the same extent as the donors that provided them
. Thus, a fundamental requirement for improved altruistic behaviour is to tailor the giving of gifts in such a way as to ensure that resources are used as efficiently as possible.

In general, gifts that take the form of cash transfers are considered to better at minimizing the deadweight loss arising from altruism, since their value is assumed to be identical to both the donor and the recipient. That is to say, when a donor gives a recipient a R100 bank note, she can be certain that the recipient will value the gift at its full face value of R100, and not at some lower value (such as R90). In terms of our terminology, the deadweight value of the gift will be eliminated (i.e. A-D = R100-R100 = R0), since the value that the recipient has of the bank note (B = R100) is identical to its market value (A = R100). As such, a cash gift can eliminate some of the transaction costs associated with altruism, where an information asymmetry problem may exist if neither the donor nor the recipient are acquainted with one another, and therefore need to incur search costs to determine each others valuations of different items when searching for the “ideal” gift. Due to this ability to reduce waste, cash gifts are believed to be particularly appropriate for expressing market based altruism, with Becker arguing that when firms wish to assist needy parties, there is greater efficiency if “all customers were charged the same price and a cash gift were given to favoured customers”
 than have an altruist sell its wares at below market prices (i.e. engage in the type of altruistic price discrimination previously examined). Not only would this approach allow the firm to “survive”, by letting it hand out donations only once it had made enough profits to meet its own requirements, but it would also be more “measurable”
.

From this argument, it could be inferred that money based altruism is suitable only for exchanges involving strangers. However, cash gifts can be appropriate even when dealing with non-market institutions, such as the family, where the donor could expect to be fairly well acquainted with the preferences of the recipient towards various items
. In such situations, it has been found that the extent of the waste in a gift was linked to factors like the relative age difference and degree of (emotional) separation between the donor and the recipient. While close acquaintances, such as partners and parents, gave gifts whose private valuations by the recipients were close to the market value of such items, when gifts were given by more distant relatives, such as grandparents, the amount of deadweight loss became substantially greater due to poor donor knowledge of recipient tastes, with the only exception relating to monetary gifts.

Despite this apparent superiority of gifts given in a monetary form, certain gifts are deemed to be more appropriate or desirable when they are given by the donor in a tangible yet non-monetary form. While a monetary gift may still be accepted by the recipient, it will not be appreciated as much as if an actual good or service with the same financial value had been donated. In such a case, there will now be an element of waste when the gift is given as cash, as opposed to the more common situation where recipients deem non-cash gifts to be wasteful. Although somewhat surprising, this was precisely one of the observations obtained in a study conducted to refute the findings of the first Christmas study cited above which, when looking at the most desirable way of giving gifts in order to minimise deadweight loss to recipients, concluded that gifts given in a tangible, non-cash form were more effective. According to the authors, “many items give recipients higher utility if they are purchased by someone else”
, with tangible gifts yielding, on average, a utility to the recipient of about twice their market value.

There are two particular categories of gift that may be worth more to the recipient than the values accorded to them on the market. Firstly, we have those items that cannot be easily bought, either because their sale is restricted or because the recipient was unaware that they were even available. In this case, the utility that such items provide to recipients exceeds the utility they could get if they were given cash to the same value as the gifts with which to buy those items that they liked and knew they could get. The underlying flaw with these gifts, such as Chanel handbags, is that a large portion of the utility they provide lies in their uniqueness, with their private value to the recipient depreciating rapidly should their availability increase. Secondly, we have those gifts that are provided to a recipient by a specific person and which have a sentiment, such as “love”, attached to them. With such gifts, such as flowers and diamonds, the functional utility provided by the gift item to the recipient may be negligible, but the emotional utility that is gained because of the effort or expression by the donor involved in the act of giving may be substantial. 

Now that we have seen how a gift can be valued, we can move on in the following section to the next important question, which deals with finding reasons for what drives people to donate gifts.      

3.2 The motives for altruistic behaviour
A couple of old proverbs warn that while we should “never look a gift horse in the mouth”, we should, nonetheless, “be wary of Greeks bearing gifts”. What this means in a modern sense is that whenever someone receives a gift, we should ask ourselves what the donor stands to gain from such an act
. This is because economic theory, with its emphasis on self-interested behaviour, argues that when individuals perform an act, they do so in expectation of receiving something in return for their efforts. This expectation of some reciprocal benefit is not, of course, limited to market transactions only, but applies equally well to non-market based resource transfers and philanthropic acts, where close inspection may reveal that altruists expect their generosity to be of some benefit to them, even if they deny such an hypothesis. This is because altruism, like other acts, may be a form of strategic behaviour where, in order to achieve a particular objective, an individual may need to engage in a contradictory manner which at first glance appears not to be self serving
. While this concealment of intent may seem paradoxical, it is possible that only through engaging in such behaviour that people will be able to maximise their utility. 

In this section, we examine some of the primary factors that motivate different parties to behave altruistically. It should be noted that sometimes people can behave altruistically due to only a single factor, while at other times they can be driven to do so by a combination of the factors listed below. Regardless of this, whenever they voluntarily transfer resources to another party, these parties expect to receive some form of benefit from their generosity.

i) The public goods motive

A person may, at times, act in a philanthropic manner if he believes that such behaviour will help create a public good that provides him with either a direct or indirect benefit. One example of altruism aimed at receiving a direct benefit is that of the contributions made to fund medical research working to find a potential cure for cancer. Although a donor may express concern at the plight of current patients when making a donation towards this cause, his primary concern may be to speed up the rate at which a cure is found, so that should he, sometime in the future, also be diagnosed with this disease, then a cure may be available for his use sooner than it otherwise would be. In such an event, his donation is intended primarily to provide a personal benefit, although other individuals benefit at the same time from this act due to its public good nature (since they cannot be prevented from being offered this cure).

A person may also make a donation if he wants certain parties to benefit from consuming a good that is currently not available on the market, even if he himself does not receive any direct benefit from the act of consumption that follows. This is arguably what Smith meant when he wrote “there are some principle in his nature, which interest him in the fortunes of others, and renders their happiness necessary to him, though he derives nothing from it except the pleasure of seeing it”
. In this case, while the donor may not receive any tangible physical or financial benefit, he does receive some indirect pleasure from knowing that he has provided a good that is deemed to be “desirable” and worthy of consumption by others. Gifts falling into this category include the bequests made by individuals such as Rockefeller, Rhodes, and Ford to philanthropic institutions they had founded in order to provide public goods in fields as diverse as education (e.g. scholarships and libraries), health (via hospital facilities and medical research centres) and culture (through art galleries and auditoriums). In many of these cases, the donors did not receive any direct benefit from their altruistic acts as these public goods were only provided after their deaths. However, it is possible that while alive, they may have received an indirect benefit by knowing that their names and deeds would be recorded for posterity due to the positive impact that their generosity had on others.

ii) Religious convictions

Since early history, religious beliefs have played a major role in guiding the manner in which people have acted and thought, not only about themselves, but with respect to others as well. Now, while the direct influence exerted by many religious bodies has waned considerably in recent years, the core philosophical values that they advocate continue to have a residual bearing on the lives of billions of people worldwide. One of these basic values, shared by many faiths, has been that people should act charitably towards others, with religious tracts exhorting followers to be as interested in the welfare of others as they are in their own, through the use of phrases such as “love your neighbour as you love yourself”.

The widespread willingness of followers to act benevolently has meant that religious bodies have been amongst the most successful recipients of donations, with followers donating a steady share of their income, assets, and time towards causes and activities that promote the “work of God”, such as education, health care, and missionary work. Despite this, doubts exist as to whether people who donate due to religious beliefs are driven solely by the love of their fellow man to be charitable, or if other factors play a role in their generosity. This is because religious teachings have often implied that if followers are charitable and donate alms, then they will be rewarded by having moral redemption for their earthly sins
 as well as immense riches in the afterlife
. If it can be proven that such powerful incentives of eternal salvation (or damnation) are a major factor in motivating people to be charitable, then it is obvious that they are once again acting in order to increase their self-interest since they expect some reward for their goodness.     

iii) Political opportunism

For many people, partaking in the activities of a charitable organisation has proven to be an ideal entry point should they wish to enter into a career in politics. This is since working for charities enables them to develop their leadership and management skills, as well as show, in a highly visible manner, that they are interested in the welfare of those whom they are assisting
. This can then enable them to raise their public profile and build up a support base, as well as help them to cultivate contacts with politically powerful individuals, all of which may be of great use to them once they decide formally to enter the political arena
.

Along similar lines, charity work is often recommended for workers who seek to enhance their career prospects with an employer. By contributing her skills and spare time to charitable events, particularly those organised by the employer, it is possible for an employee to come to the attention of her superiors, and thereby gain their approval. An example of this phenomenon is that of a young attorney who, in her pursuit of becoming a partner in a law firm, decides to take on legal aid cases in her spare time. Although such pro bono cases do not generate any revenue, because of their visible and charitable nature, they are often considered to be very valuable in generating substantial public goodwill in favour of the firm, giving it a useful intangible asset. This is likely to impress the partners who, when reviewing her candidature for elevation to partnership level, are likely to gain a more favourable impression of both her moral character and her willingness to work in furthering the good name of the firm. In such situations, it can be argued that undertaking unpaid work is not entirely due to a person’s altruistic nature, but because she believes that doing so will lead to greater rewards for her in the long run.

iv) The social motive

This motive has many of the same characteristics as the political opportunism motive, although in this case the objective is not to seek political or professional advancement, but rather to obtain or maintain a position of social standing within a community. Nevertheless, the intuition remains the same, where altruistic acts are undertaken in such a way as to win the approval of a peer group, who are the “voters” in this instance.

The social giving of gifts has been the subject of much research by social anthropologists who, in their studies of “primitive” pre-industrial societies, have discovered that gifts play an important role in initiating and maintaining the complex social relations that exist between people. As such, they are rarely given by a donor in a voluntary, disinterested manner, but are rather provided with the intention of achieving a specific purpose. One frequently cited example of how gifts are exchanged in a social setting is that of the “potlatch” ceremony, performed by the Kwakiutl Indians of Northwest America
. In this society, the prestige of an individual is intricately linked to how much wealth he can afford to discard, with men who seek to be acknowledged as having the status of “chief” dispensing with vast amounts of valuable resources, particularly blankets, in a highly ritualized ceremony of gift giving. In such situations, these donors are not really giving away their property because they are altruistic and interested in the well-being of recipients, but rather because they seek to impress upon other observers that they are worth respecting
.

Similar behaviour appears in modern societies, where the value of a donation demonstrates how conspicuously a person can afford to consume different goods and services
, of which charity is one
. This is arguably the rationale behind the holding of society or debutante balls, which, although ostensibly in aid of charity, serve as opportunities for donors to flaunt their wealth in subtle ways, such as being able to show that they can afford the high ticket prices and expensive accompanying accoutrements (e.g. designer clothes and jewelry) that are generally associated with such events. To critics, if these donors really felt altruistic, they could just as easily have remained at home and sent a cheque off to the relevant charity equivalent to the costs they would have incurred to attend such events. This, however, overlooks the fundamental point that these donors would then be unable to show off their wealth to their peer group.

v) The economic motive

One government mechanism that encourages people to behave altruistically, even if only for income purposes, is the taxation system. When donations are allowed to serve as tax deductions, then, ceteris paribus, an increase in private income or in tax rates can be expected to lead to an increase in the absolute value of the donations made by taxpayers
. By donating even a small sum of money, taxpayers may be able to reduce their tax incidence, since the deductions that arise from their donations may move them into a lower tax bracket. As the relative cost of altruism decreases, they may donate more that they otherwise would give, with the government underwriting a portion of their donation in the form of lower tax receipts. Thus, while the monetary expression of a persons’ altruism may rise (as expressed by the numerical value of the donation), the actual desire to give may remain unchanged, as that person may realize that by giving away a little bit more money to charity, even more is saved
.

Businesses may also engage in what appears to be altruism if they feel that they can benefit in some way from doing so, with various techniques to achieve such aims being used. One example is known as cause related marketing, where a business states that it will donate a portion of the receipts from the sale of certain marked items to a selected charity. When consumers know that such a donation will be made, then they are more likely to shop at the “altruistic” store rather than at the competitors
. Now, if a seller can mark up the price of these specific goods in such a way as to ensure that even after the relevant share to the appointed charity has been deducted it can still make a profit on selling the item, then it may not be truly altruistic – if it knows that the percentage increase in volume sold will exceed the percentage fall in profit made per unit, then engaging in this marketing will allow it to increase its profits, even though the public may not realize this. Another form of dubious altruism involves placing collection points at store entrances, where customers can deposit goods to be passed on to charities. By erecting these donation points within or at the entrance to their premises, businesses, especially supermarkets, will encourage customers to purchase those goods they intend donating from them rather than from competitors, allowing them to free ride and profit from the altruism of their clients
.

Corporate altruism has also been examined in the context of how economic forces function in the aftermath of a natural disaster, when large-scale wealth destruction has taken place. During such periods, the market price for necessities, such as food and clothing, would be expected to rise substantially as survivors competed to purchase whatever stocks remained of such goods. By allowing prices to rise in response to demand, sellers would benefit immensely, as they would be able to make substantial profits in the short run, until the arrival of new supplies pushed prices back down. On many occasions, this situation has failed to develop in the manner predicted by economic analysis as sellers, citing their “community spirit”, provided large quantities of aid to disaster victims and by keeping prices in stricken areas at their pre-disaster levels. While such altruistic actions may not, at first sight, appear to be profit maximizing, they are nonetheless in the best interest of the seller. This is since any loss in immediate profits that may result from selling at unchanged prices may, in the long run, be more than offset by an increase in the goodwill that is generated from helping the community in its time of need
. This is of special importance if the seller intends to remain in the disaster area after recovery, as this goodwill can then be used to good effect when trading with survivors as they go about rebuilding their lives
.

vi) The Kantian motive   

Finally, we encounter the case of pure altruism, where the donor supposedly acts in a totally unselfish manner by making a donation without expecting to receive any benefit whatsoever in return from such an act. When a donor acts in such a fashion, she is said to be inspired by the “Kantian” motive, which is named after the philosopher Immanuel Kant, who argued that the “goodness” in any act required that the desire to perform it should be divorced entirely from any benefit that may ensure to the person performing it
. In other words, for a person to perform a good deed, she should be inspired only by the goodness of the act itself, and not by the goodness of the benefits that may arise subsequent to its performance.

However, it can be argued that even this motive is not entirely free of self-interest, as the donor receives a “psychic” benefit from having been an agent in the creation of a good deed. Although this benefit may be hard to quantify in terms of a normal utility function, it can best be described as being the feeling that we have of easing our conscience (which is the “man” within our heart
). Although sceptics may feel that no utility or benefits can be derived from simply doing good deeds, we should note that while in theory a donor could perform a multitude of charitable acts benefiting many people, in practise, such opportunities are limited by both monetary and non-monetary constraints. If the donor is to avoid donating in a random manner, then some form of ranking system needs to be developed where different charitable acts are categorized in order of how “good” they are. Thus, if the monetary value of different acts is identical, it will need to be on the basis of this weighting of goodness that an altruist decides whom to support, as any psychic benefits received will be ranked in accordance with the valuation of an act’s goodness. To prove the validity of this concept, we can conduct a hypothetical experiment that asks people whether a fixed, indivisible sum of money should be donated to building a shelter for either orphans or murderers. It is extremely likely that in a random survey of the general population, we shall find that most people would prefer to have the money donated in favour of the orphans, as they are more likely to associate more “goodness” with this particular act than with the alternative option (in which case, they receive greater psychic benefits from such a choice).

From the above analysis, it could be assumed that the only truly worthwhile motive for altruistic giving is the Kantian motive, where the most that a donor receives in return for a donation is a warm inner feeling from having performed a good deed. However, it cannot be argued that the other motives are less worthwhile or should be looked down upon as having no redeeming features whatsoever. This is because if people were to donate only because of their kind-heartedness, then recipients, especially charitable organisations, would be likely to receive substantially less funding than they currently collect. This is since there are limits to the extent to which people are willing to make donations without receiving any tangible benefit in return, especially if they feel that others are free riding and not contributing their “fair” share of donations. As such, if charitable bodies expect to receive more funding from private parties than they currently receive, then donating for all the “wrong” reasons should be encouraged. This is because it is only through appealing to the self-interest of individuals that free riding can be countered, resulting in an increases in the value of donations made. Otherwise the only alternative available will be to approach government for assistance, so that this body can ensure that the level of altruism believed to be socially desired is collected through the involuntarily imposition of taxes. With this possibility in mind, we move on to the next section, which looks at how, over time, government bodies have played an increasingly important role in ensuring that an “adequate” level of resources are dedicated towards altruistic aims.

3.3 Private charity and public welfare
Although humans have always had the capacity to be altruistic, it is highly likely that such behaviour was rarely exhibited in the early stages of human evolution, except for special cases where the recipient was either a relative or friend of the donor. This was primarily because, with some exceptions, most people had significantly fewer resources at their disposal than they do in our current age of relative prosperity. As a result, it was only logical that they would prefer to retain their available resources for their own private consumption, so that, on many occasions, they would be unable to be charitable to others. At other times, potential donors would be put off donating if they believed that, on their own, they would be unable to help improve the welfare of needy individuals. This poor state of affairs proved to be disturbing to many members of society, who believed that some alternative way of assisting those who required assistance in fending for themselves needed to be developed, as relying solely on the charity of the proverbial “good Samaritan” was insufficient. Although direct interaction between donors and recipients was to continue, a more desirable approach would be to create organised bodies that could act as intermediaries and manage altruism in a communal manner, where donations could be acquired from a variety of sources and then distributed to recipients in a more efficient manner than was possible with private one-on-one altruism.

As religious bodies played a key role in early societies, it was only natural that they would be amongst the first institutions to organise altruistic activities of a communal nature. One well-known example of such organised altruism was the tithe, where early Hebrews were called upon to surrender one-tenth of their annual incomes to the relevant religious authorities
. Although the tithe was essentially a tax levied upon followers to provide for the upkeep of temples and religious workers, it was also later used as a means for society to provide charitable assistance to the poor, widows and orphans, who were deemed to be amongst the most marginal members of society
. Gradually, the range and scope of charitable activities carried out by religious organisations grew substantially, especially in those areas where custom led to religious bodies becoming de facto organs of the state. For example, religious orders such as the Templars and Knights of St. John were to play an increasingly important role in providing assistance to needy populations in fields as diverse as health care and military protection.

Over time, the importance of these religious bodies has lessened, so that while they continue to play a valuable role in coordinating altruistic activities, they are no longer able to exercise the same degree of power they once had. This change is attributable to several factors, each of which has had varying significance in different countries. Firstly, the impact of the Reformation, coupled with the wide-scale confiscation of properties and assets by the state or crown, ensured that the capacity of these bodies to carry out their charitable functions was severely curtailed. A second factor was dissatisfaction at the manner in which they operated, as not all of them were deemed to be efficient in carrying out their tasks, leading to calls for them to be replaced
. A third factor, which was to have a greater long term impact, was the steady drift in many societies towards a secular way of living, where individuals, who no longer felt bound to hold the same dogma as their forefathers, decided that the role played by religious bodies in society needed to be redefined, with a consequent separation of church and state. Under such circumstances, fertile ground was provided for the growth of new charitable entities that had either limited religious ties, such as the Salvation Army, or were totally free of such links, such as the Red Cross. However, it was primarily through the state that new ways of engaging in communal altruism were developed, with government agencies steadily replacing religious bodies in meeting the welfare requirements of citizens.

The term “welfare state”, which first entered the English language in 1941, is derived from the German concept of Wohlfahrstaat, whose origins lie in the social reforms introduced in the late nineteenth century by the Prussian chancellor Bismark
. In essence, the welfare state can be defined as being a form of limited state intervention in the operation of the market economy, intended at ensuring that all individuals receive a minimum level of income and services, without distinction towards class or social status.

In principle, the basic features of a welfare state encompass the coverage of social insurance for events such as industrial accidents, unemployment and retirement, as well as provision of basic services such as education, health care and housing. In practise though, the exact requirements of what must be provided in order for a welfare state to come into being are not fixed. This is since the welfare systems of different countries may vary immensely with respect to the range and depth of services provided, with some countries offering services and amenities that are more comprehensive in scope than they are in others. It is because of this blurred boundary, along with the intervention of government in the market, that many people presume that there is no distinction whatsoever between a centrally planned economy and a welfare state. This is, unfortunately, an erroneous view, because although the state may indirectly finance or directly provide welfare benefits, this is done in accordance with the voluntary wishes of the public, who desire and concede to the public provision of such services. Such acts are thus very different to the concept of central planning, where the state intervenes in the production and consumption decisions of private parties on a regular basis without their consent
.

Two very important advantages are alleged to arise from using a government agency to organise and distribute altruistic gifts. First, government is able to use the tools at its disposal, especially the tax and legal systems, to prevent free riding from taking place. In this way, state agencies and other parties with an interest in this matter will, according to their own internal methods, determine what levels of charitable aid the average member of society would feel should be given to “needy” recipients. What often goes wrong with private altruism is that many people will either refuse to donate any funds to a charitable cause or will give less than they would really like to if they feel that other potential donors are holding back and are not giving as much as they can or want to. This can then lead to an impasse, where even though everybody wants to donate more, no one does so for fear that the other parties will not reciprocate and give their true valuation of charitable donations, with the end result being a clear difference between the level of intended and actual donations received by the charity. Given that it acts according to the wishes of society, government can resolve this situation by ensuring that all people, through the tax system, make an appropriate donation, determined by the state as a portion of each “donors” tax payment, which can then be channelled to those recipients that society would like to see being made better off. In essence then, the underlying advantage of the welfare state is that government acts as an agent in ensuring that the socially desired level of altruistic gifts are provided by it to others as public goods.

The second advantage is that through government intervention, many of the transaction costs associated with altruism are minimised, enabling donations to be managed in a more efficient manner. At times, obstacles in matching donors with recipients arise, where a potential donor wishing to support a specific cause may be unable to find anyone worthy of giving aid to and will, as a result, make no donation whatsoever. By having an intermediary, such as government, bring different parties together, this obstacle can largely be overcome, benefiting donors, who know that a suitable party will receive their donations, as well as recipients, who may benefit more than they would otherwise would have due to a substantially larger donor pool. Another transaction cost to be reduced is that of information asymmetry, where a donor may have limited information relating to the validity of a potential recipient’s request for help. As a result, the donor may make an inappropriate judgement as to whether assistance should be provided, as well as to the most suitable way of providing aid. By allowing for altruistic activities to be undertaken only by public agencies, government can screen the authenticity of all claims for help, with the legal system ensuring that any negative effects that arise from exposure to inaccurate information are rectified. As a result, donors will be provided with a guarantee that their altruistic gifts will not be abused by fraudulent parties, but will rather go only to bona fide charitable causes.

Despite having such alleged attributes, welfare agencies have been criticised for having many of the same general flaws as the other government agencies actively involved in the economic system. For example, these agencies are seen as vast bureaucracies that absorb large amounts of inputs without producing many outputs, with substantial disenchantment being expressed in particular at their failure to assist people supposedly covered by the welfare net. In addition, they may actually increase the transaction costs of altruism, since greedy and unscrupulous recipients may be able to exploit the welfare system to obtain benefits they are not entitled to. In other words, information asymmetry problems may increase if people feel they can submit claims that are not authentic without being subject to scrutiny or any penalty by government. Finally, state charity can lead not only to a culture of dependency, but can also lower economic growth, because if resources are allocated to the non-productive today, less is available for all tomorrow.

Due to these problems, several new methods of collectively engaging in altruism have been developed by private parties to fill the void arising from government failings in this field. Of these approaches, arguably the most important has been the development of non-governmental organisations (NGOs), which have actively complemented the work carried out within official state welfare agencies.

3.4 Non-governmental organisations

Like the welfare state, the first NGOs date back to the nineteenth century, although it was only in the late twentieth century that they really rose to prominence in the public mind. While there has been a rapid expansion in their numbers, they have not all grown in size at the same rate, for while most are what are euphemistically known as community, or “grass roots” bodies with a few members, some have gone on to become large multinational entities, with tens of thousands of members located in branches worldwide. They are also formed to achieve a wide range of objectives, some of which could not be considered altruistic in the conventional sense
. For example, while NGOs such as Oxfam and 1999 Nobel Peace Prize winners, Medecins Sans Frontieres, provide food or medical aid in a direct manner to the needy, other organisations work to achieve goals that encompass a much broader interpretation of altruism, such as Amnesty International (defending human rights) and Greenpeace (preserving the environment). Despite their differences, the common feature of NGOs is that they all operate as non-profit organisations that depend primarily on donations from private individuals and institutions (including government) to carry out their work. As they do not aim to make profits, they cannot be counted amongst the businesses that operate in a market economy, nor, as the very description of their independent nature implies, can they be considered to be part of government
.

There are several features that make NGOs superior to public agencies when it comes to the provision of aid. Probably their best attribute is their flexibility, which makes them well suited towards filling niches that would be overlooked by government agencies, which tend to have large, rigid structures. This freedom to adopt the most efficient size or organisational form available enables NGOs to become specialists in whatever field they are in, allowing them to provide the recipients of aid with the type and level of assistance most appropriate to their needs. For example, in the field of health care, we find that NGOs are often well suited towards acting as support groups for patients with diseases such as Parkinson’s, Alzheimer’s and haemophilia, as their size and structure allows them to be better informed as to how resources can be mobilised to the benefit of recipients. Furthermore, NGOs are considered to be more responsive to the changing circumstances and needs of recipients than their public sector counter-parts (who tend to adhere strictly to bureaucratic procedures), which is of particular importance in emergency situations where rapid reaction is required
.

Another advantage is of a political nature. As NGOs are usually voluntarily formed by private parties, they may have a degree of legitimacy among other private parties that is lacking with state agencies. As NGOs do not need to report to public officials or politicians, they may not need to fulfil the wishes of parties with vested interests and will, therefore, be able to maintain some degree of freedom in the manner in which they operate. This may be of great value in situations where private aid donors or recipients have doubts about the integrity of state welfare agencies – by having the option of going to an outside party, these individuals are free to continue with their altruistic activities without having to deal with the government. For example, people may wish to distribute aid outside of government channels if they have political differences with official agencies
, or if they feel that these agencies have been captured by interest groups that will prevent aid from being effectively distributed.

Finally, NGOs have often been able to deliver assistance more efficiently than public agencies. As a result, some of them have become government subcontractors, especially where state agencies no longer retain the will or expertise to operate within a particular field. This can be seen by considering the manner in which the American federal government provides aid to recipient states in Africa: in the past, funds were directly transferred by USAID to African governments for onward distribution by local state welfare agencies, but in recent years there has been a major shift in policy, with an increasing portion of the $711 million worth of federal aid being re-routed instead through NGOs
. This change has come about since the donor state felt that NGOs are more efficient and less corrupt than the official agencies they have replaced, providing it with greater value for money.

Despite having these strengths, NGOs also suffer from a host of highly contentious drawbacks that has led to some debate as to their true motivations and worth. Firstly, as they are formed to pursue specific goals, they may overlook the impact that their work has on the long-term welfare of recipients. This is since tradeoffs between different altruistic policies need to be made where, in return for enduring a slightly greater level of inconvenience in the present period of time, recipients will receive a greater level of long run benefit. To illustrate this point, we can draw an analogy with the biblical parable of whether it is better give a person a fish for a day, or teach him how to fish for a life time. When crop failure due to poor farming practise strikes a certain area, one NGO may rush in to provide food aid to recipients in order to avert the prospect of starvation. While this may be admirable in the short run, if the NGO stays for too long it may create a culture of dependency, where recipients rely on it for food rather than take advantage of the assistance provided by another NGO that could teach them how to properly cultivate land even though, in the long run, this would be of much greater benefit to them
.  

Governments and other parties, especially in developing countries, have also criticised NGOs for their activities. Among the charges levelled against NGOs is that they are guilty of acting according to foreign standards and notions of altruism that are inappropriate in the host country. For example, NGOs may be accused of applying Western concepts of charity to countries with other belief systems, such as educating women and others who are locally deemed to be unworthy of receiving such aid. In addition, NGOs that have taken over the aid roles previously undertaken by foreign governments have been accused of being “neo-colonial” agents by acting in a way that perpetuates foreign standards and subverts local political and social institutions, particularly when they circumvent traditional channels of authority and influence when delivering aid, such as chiefs and ruling political parties. More generally, NGOs have often attempted to circumvent the authority of national legislatures in order to be accountable to no one for their actions, and have even, on occasion, tried to coerce national legislatures, who have “the over-riding and difficult task of balancing competing interests against one another … in the interests of society as a whole”
 to pass laws that are clearly in their own private interest. In this, they are identical to the special interest groups covered in the previous chapter. 

The funding activities of NGOs have proven to be particularly contentious, for with the recent proliferation of these organisations, many of which seek to achieve similar goals in the same field, a scramble has erupted where they have started competing with one another for access to the limited amount of donor funding available. The effect of this has been that some NGOs have started to resemble professional business corporations rather than the idealistic volunteer groups popularly portrayed by the media. While operating along business lines may force individual NGOs to behave more efficiently, a drawback is that some of these bodies, especially the larger ones, have been forced to dedicate increasingly larger shares of their donation income to fundraising activities even though, on aggregate, this yields diminishing amounts of donations. That is to say, while competition for money among profit maximising firms in a market is good as it leads to greater efficiency, in an altruistic environment, it may be bad, because for every one donated rand that is diverted to fundraising, one less rand is available for use on final recipients, with no guarantee existing that this spent rand will ever be recouped through new donations
.  

A related problem lies with the manner in which NGOs deal with potential donors, as some have implemented policies prohibiting the acceptance of donations from specified parties if they feel that accepting help from these parties may compromise their principles and independence. For example, Greenpeace refuses to accept any corporate or government donations whatsoever, while others, such as Amnesty International and the Salvation Army, do not accept help from donors whom they feel have questionable moral values, such as armaments or liquor firms. While such an attitude may seem reasonable, given that such donors may only be donating according to the political motive, in order to try and change the public perception of them by showing that they actually have a good side, this position remains questionable. While all altruistic transactions entail a consensual exchange between the donor and recipient, we should bear in mind the validity of the old adage that “beggars cannot afford to be choosers”. By refusing to accept donations from certain sources, even if no strings are attached, NGOs may be exercising their freedom of association, but if this results in a lack of private funding that prevents them from carrying out their the work effectively, then they will not be fulfilling their primary mandate, as they will be preventing recipients from benefiting from the provision of a donation. This can then become especially undesirable if it results in NGOs becoming dependent on government funding to carry out their work, as very often taxpayers, who provide these funds, may have no say as to whether these organisations should even be allowed to receive support in the first place, especially if they happen to disagree with the objectives of these organisations.     

Finally, a cursory examination of the behaviour of some NGOs allows us to propose a hypothesis that NGOs (and other charities) will, if possible, attempt to acquire a monopoly position in their field of interest. From Chapter 1, we know that monopolies are usually bad for consumers as sellers, in their quest to maximise profits, will restrict output or engage in other activities that hampers the attainment of efficient outcomes. Now, it would be possible to refute this hypothesis by arguing that as NGOs are explicitly set up as non-profit agencies, there is no reason why they would seek to be the single providers of charity as they would not make profits. However, we should note that there are alternative economic theories that argue that firms seek to maximise objectives other than profits when in a market, such as maximise their level of market share. Under such circumstances, we may see that NGOs have a very good reason to become the sole providers of aid to needy recipients, who are analogous to customers. By having the “market” all to themselves, NGOs would no longer need to compete for funds from donors. Rather, they would be the sole recipients of donations, with their sole status increasing their strength when it comes to acting as special interest group trying to lobby government to act in their favour, such as provide them with funding (which are akin to rents) or granting them special powers that would not normally be allowed. Furthermore, NGOs would be able to perpetuate their existence – rather than act with every means at their disposal to provide relief, they may act to limit the flow of resources to final recipients or resist any proposals that could eliminate the status quo and reduce recipients’ dependence on them. While this may appear illogical, it is an entirely rational survival strategy for NGOs to pursue, for if they were to actually succeed in eliminating all need for their services, they would have no reason to continue operating or exist anymore. They would then have to either disband or operate in other charitable areas where competing NGOs operated, neither of which would be desirable to them as these options would limit their rent-seeking activities and remove any powers they had to influence policy.

In this chapter, we have had a reasonably comprehensive discussion on several different economic aspects of altruistic resource transfers. The fundamental point that was demonstrated was that while charitable behaviour is usually presented as simply being the harmless pursuit of moral man, who is solely interested in supporting the welfare of his fellow man, in reality, it is just as likely to be undertaken by the more cunning economic man, who is only interested in fulfilling his own personal ambitions. In addition to seeing why people behave altruistically, we also saw what the features of the different conceivable types of charitable gift could be, along with various ways of how they could be given, either individually or communally, in order to maximise the utility of both the donor and the recipient. With this, we can now conclude our examination of the principal systems in which resource transfers can be allowed to take place, and thereby move on to examine how these systems can have a bearing on the manner in which blood and human organs can be transferred from one human being to another.   
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� While the market economy is perhaps the preferred criterion for capitalists and the command economy may be the most desired by socialists and Marxists, the charity market is probably the ideal system for the utopian. However, unlike More’s Utopia, the charity market does exist in reality, albeit in an imperfect (and thus non-utopian) form.
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� Gifts can be given intentionally, as with charitable donations and birthday presents, or unintentionally, when, for example, they go to third parties, either because they have been lost and are not reclaimed, or are received by someone who is not their intended recipient, e.g. a blackmarketeer of food aid. In this chapter, we shall concentrate on the first type of voluntarily given gift only. 
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� In this section, we follow the current convention in economic literature of referring to the donor in the feminine form, while allowing for the recipient to have the masculine form.


� It could be inferred that the greater a percentage this value is of the market price of the gift (A), the more charitable the donor is, with absolute altruism only being displayed when the value is 100%, i.e. when the gift is given for free, or “sold” at a zero price. 
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� In this particular example, the doctor is most likely behaving in such a manner because she is altruistic. While an attempt to increase market share is sometimes used to justify price discrimination, in this case it is not likely to be so, as serving poor people is not likely to provide our doctor with a lucrative market for her services when she could just as easily have served wealthy clients.
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� If, for the sake of argument, we assume that this advertiser drove a car worth R30,000, then it would be possible to arrive at an estimate for C. In this case, the specific transfer of wealth to him, in the guise of more valuable transport, is R10,000, while the general wealth transfer is R30,000.


� This value is determined as follows: A-D /D x100% = R3,330 /R43,330 x100% = 8%.
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� This is in contrast to the situation that arises with market transactions, where buyers must, at the very least, value (and thus bid for) a good that is offered for trade by as much as the seller values it at, otherwise trade does not take place.
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� That is to say, giving 100 gifts of R100 each has greater impact than taking off 1 cent off the price when selling 1 million units of a good.
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� As the Romans would say: cui bono? (who stands to gain?).
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� “alms maketh an atonement for sins”, Sir 3:30


� “alms delivereth from death”, To 4:10


� It is interesting that high profile causes likely to elicit substantial media coverage, such as saving whales or elephants, are more likely to attract the support of politicians than are more obscure, yet just as valuable causes, such as protecting endangered plant or insect species. To a cynic, such a choice is not surprising, as it is likely that publicity seekers know which causes are likely to garner the most public attention, and so they join these bodies rather than those with a lower media profile.


� Using altruism for political purposes is not limited to individuals, but is also used by governments as a policy tool. For example, foreign food aid and assistance in development projects are often offered by rich donor states to developing countries. Although such programmes may serve a practical purpose, they also have a political role in that they enable the donor to exercise some influence in the affairs of the recipient state, with a good example being the assistance offered by both Chinas (ROC and PRC) to developing states in their political struggle to ensure exclusive diplomatic links with the recipient state. 
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� Gifts need not necessarily be made up only of impersonal trinkets, but can also apply to items of a personal nature. These include the provision of womenfolk by hosts to visitors and new acquaintances in an attempt to form an intimate social bond with them. While this phenomenon is generally though to exist only with isolated, “backward” people such as Eskimos and Polynesian Islanders, it could be argued that identical behaviour was practiced by the “enlightened” upper classes of Western societies, where princesses, along with their dowries, were exchanged for social and political purposes by monarchs.    


� Veblen, T., (1899), The Theory of the Leisure Class, 


� Glazer, A. and Konrad, K.A., (1996), pp. 1021


� Sugden, R., (1985), pp.23-24


� For example, many people in South Africa who seek to protect their wealth from being taxed are advised to take advantage of a concession allowing them to make tax deductible donations worth R25,000 per annum. What then happens is that donations made to children or other family members rather than to bona fide charities, ensuring that while the taxpayer appears to have been charitable, she continues to maintain some control of such donated wealth.
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� Even governments have managed to get in on the act of appearing altruistic when economic factors are at play. This is, for example, the case with tied aid, where wealthy states provide support in fields such as infrastructure development to developing states on condition that the recipients only use firms from the donor state. While such aid is ostensibly given due to altruism, it also serves as a way in which the donor country can provide domestic industries with a covert subsidy.
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� A different view is that sellers have no option but to be altruistic after a disaster, when elements of civil society, such as law enforcement, are paralysed. If a seller attempts to hike prices, then it may face the short-term risk of looting, and the long-term risk of alienating the survivors. [Douty, C.M., (1972), pp.585]. 
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� In Portugal, for example, religious orders, such as the Jesuits, had a virtual monopoly on the administration and provision of education. Despite this, the country was characterised by near universal illiteracy, with the situation only improving after the new republican government banned the Roman Catholic Church in 1910, and took over control of the education system. 


� Gough, I., (1987), pp. 895


� Indeed, any survey of countries that operate welfare systems is likely to show that many are considered to have amongst the wealthiest, most market oriented economies in the world. For example, although it is considered to be the global champion of capitalism, the USA provides many basic welfare services through programmes such as Medicare and social security, even if the level of benefits provided are admittedly lower than those of the “cradle-to-grave” systems of Northern Europe.


� As the field expands, NGOs are being classified into various subgroups based on their affiliations and objectives, such as corporate NGOs (BINGOS) and religious NGOs (RINGOS). Somewhat paradoxically, there are even a variety of government linked NGOs, including parastatals, QUANGOS and GRINGOS. 


� Despite this, NGOs often have close links with government which makes the separation of power and activities between these bodies more fictional than real. 


� This has been demonstrated several times following natural disasters, when NGOs (even foreign ones) have rushed in to stricken areas to provide aid long before government agencies could even muster a reaction. Indeed, some NGOs, such as Medecins Sans Frontieres, claim they can have a response team in place anywhere in the world within 24 hours of receiving news of a disaster.


� In South Africa during the early 1980s, for example, NGOs sometimes had an easier time operating in townships than state welfare agencies, which were seen to be agents of the apartheid government. 
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� In a similar manner, NGOs that oppose fishing and other activities due to environmental reasons may not take into account the full impact that their “altruism” has on the livelihoods of people whose actions they may affect, such as fishermen.
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� Furthermore, NGOs have also been accused of having very poor discipline in controlling costs and of wasting money on salaries and other administrative accounts that could be better used to help the needy people whom they formed to help. For example, the heads of NGOs such as the IMF and World Bank, in addition to having large expense accounts, earn substantially greater salaries than Alan Greenspan, the head of the US Federal Reserve, even though the latter undoubtedly plays a greater global role than them.
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