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Abstract 

 

The form or structure which organizations adopt affects their ability to survive and will 

ultimately determine if they are successful or not. In some markets, large and highly 

diversified organizations will be the most successful, while in others, small and flexible 

organizations will do best. We may see, with the passage of time, how some forms tend 

to dominate different market segments. This raises the question, why certain 

organizational forms are more efficient in a particular market? 

 

The reality is that the adaptation of different organizational forms to different markets 

is one way to achieve survival and success. Given the great diversity of markets, 

contexts and realities in which Civil Society Organizations (CSOs) operate in Latin 

America, there will be countless variations in the forms, structures of governance and 

overall performance of each organization. The important thing would be to know the 

reasons for such adaptations to better understand the development and evolution of the 

Third Sector. 

 

This paper analyzes the development of CSOs in their ability to survive, the variations 

in their form or structure, their adaptation to the environment and their evolution over 

time, from a multidisciplinary approach. 

 

 

1 Classic theory about the origin of CSOs 
 

The causes of the emergence of these organizations have been studied for a long time 

and in many parts of the world. Beyond the distinctive characteristics of each country, 

and of each region within them, common features have been detected that explain the 

emergence and development of the nonprofit sector. Today, five main theories try to 

explain the origin of these organizations. 

 

 

Theory of State and market failures 

 

The theory of state and market failures is the best known and one of the most accepted. 

This theory was developed by economist Burton Weisbrod to try to reconcile the 

persistence of non-profit organizations with classical economic theory (Weisbrod, 

1977). 

 

The starting point of this theory is the "failure" of the market to produce a sufficient 

quantity of public goods. Public goods are goods that are available to everyone, 
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regardless of whether or not they have paid for them. Examples of these goods are: 

street lighting, an environment without pollution, security for all citizens, etc. 

 

In fact, classical economics not only recognizes this limitation by the market but this is 

the main justification for the existence of the State. But in turn, the State also has 

limitations when it comes to producing enough public goods. The reason for this, 

according to Weisbrod, lies in deciding which public goods should be produced and in 

what quantities. In democratic societies, these decisions reflect the preferences of the 

median voter, leaving many unmet needs. 

 

Given this situation, of unsatisfied needs of the population, they will resort to non-profit 

organizations to provide those public goods that neither the market nor the state are 

able to provide. 

 

 

Theory of supply 

 

This theory uses the theory of State and market failures as a starting point, stating that 

these failures are necessary but not sufficient for the development of the sector without 

profit. According to the theory of supply, the second necessary condition is the 

appearance of people with the initiative to establish non-profit organizations to meet 

this demand. These people are the "social entrepreneurs" (James, 1987). 

 

The theory also holds that most "social entrepreneurs" will appear in societies where 

there is strong competition between religions, because each one of these will do more to 

attract as many adherents. 

 

 

Theory of trust 

 

As before, this theory also takes State and market failure as a starting point, but 

emphasizes the aspect of credibility of the bidders over the bid itself. It is based 

primarily on the information asymmetries that exist between consumers and suppliers. 

This asymmetry may be due to various factors, for example, one who hires a service is 

not the one who uses it (the case of the education of our children), the service itself is 

difficult to assess (complex medical procedures), etc. (Krashinsky, 1986). With no 

power for the consumer to satisfactorily evaluate the product or service, it is reasonable 

to base their decision on the confidence inspired by the provider organization. 

 

As non-profit organizations are unable to distribute their income among their directors, 

this factor gets to become a value-added approach to the provision of goods or services 

by the organization. In addition, this limitation guarantees that people who engage in 

non-profit organizations do not do it simply for financial gain (Hansmann, 1987). 

 

 

Interdependence theory 

 

This theory assumes that the relationship between nonprofit organizations and the State 

is conflicting and competitive. According to this view, the development of the non-
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profit sector, in the best of cases, is due to the inherent limitations of the state and, in 

the worst case, the inability of the state to meet all the needs of a pluralistic society. 

 

However, this "Paradigm conflict" is not the only way to interpret the relationship of 

the non-profit sector, and the State. Along with the potential causes of conflict, are 

potential elements of mutual cooperation and interdependence. In fact, it is highly 

likely that the latter dominate the relationship (Salamon, 1987). 

 

Under certain circumstances, the state finds it more convenient to delegate to nonprofit 

organizations the provision of certain public goods. Therefore, to increase social 

investment, the State would create the conditions for further development of the third 

sector. 

 

 

Social origins theory 

 

The theory of the social origins of the non-profit sector (Salamon & Anheier, 1996 and 

1998) proposes a relationship between government systems (always within democratic 

models) and the resulting size of the third sector. It argues, for example, that in states 

with liberal or social democratic model, the size of the third sector would vary inversely 

with the size of government spending on social promotion. In contrast, statist or 

corporatist regimes will be directly proportional relationship, increasing the size of the 

third sector with increasing state spending. 

 

 

2  Evolution and change in the organizational forms 
 

Beyond the theories that attempt to explain the emergence of the third sector as a 

whole, there is a lack of studies on issues such as which are the predominant forms 

these organizations adopt and why these elections are made. 

 

Clearly, the form taken on by the organizations affects their ability to survive and to be 

or not successful. For example, in some markets, large and highly diversified 

organizations will be the most successful, while in others, small and flexible 

organizations will be best. There are also markets where Civil Society Organizations 

(CSOs) or the State are the best providers of goods and services, since the various 

organizational forms are more or less able to meet the goals of each market. We will 

see with the passage of time, as some forms tend to dominate every market segment. 

This begs the question, why a certain organizational form is more efficient in a 

particular market? (Oster, 1995). 

 

The reality is that the different organizational forms adapt to different markets as one 

way to achieve survival and success. Given the great diversity of markets, contexts and 

realities in which Nonprofit organizations operate, there will be countless variations, 

from almost imperceptible to some other highly noticeable in the forms, governance 

structures and general operation of each organization. The important thing would be to 

know the reasons for such adaptations to encourage further development of the Third 

Sector. 
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Over time, you can see how CSOs must face elections, both internal and external, 

which achieved or not, survival and success. 

 

Like any political organization, they should have a way to combine individual 

preferences with group decisions. Thus the social decision process can be 

conceptualized as a function that takes all combinations of individual preferences as 

input and produces as output a social preference. (Miller, G. 1992) 

 

However, as explained in Kenneth Arrow's Impossibility Theorem, it can be shown 

that, after a number of desirable characteristics in any social choice, no social choice 

can simultaneously ensure all these features. This means that all social organizations 

including Market, States and Nonprofit Organizations exist in a universe of 

compensation, since it is not possible to design rules for making political or social 

decisions that strictly obey the criterion of rationality. 

 

Therefore organizations should choose alternatives, not always ideal, which in turn feed 

back into the development of the organization. 

 

Analyzing the development of CSOs in their ability to survive, changes in form, their 

adaptation to the environment and their evolution over time, a possible perspective for 

this is the use of ecological models in this study. 

 

 

3 Social and Organizational Darwinism 
 

Before going on with the relationship of theories of change, adaptation and evolution of 

organisms, and possible similarities with the analysis of the evolution of Nonprofit 

Organizations, I would like to refer to two terms that are found in some references on 

organizations but, in my opinion, have no relation to what I intend to explain in the 

following points. 

 

It is first term Social Darwinism. In this paper it is irrelevant to discuss the validity of 

the theory but, instead, simply exemplify with two definitions: 

 

Oxford English Dictionary: The theory that individuals, groups and peoples are subject 

to the same Darwinian laws of natural selection as plants and animals. Now largely 

discredited, Social Darwinism was advocated by Herbert Spencer and others in the late 

19th and early 20th centuries and was used to justify political conservatism, imperialism 

and racism and to discourage intervention and reform.
1
 

 

Encyclopedia Britannica: Social Darwinism is the theory that persons, groups, and races 

are subject to the same laws of natural selection as Charles Darwin had perceived in 

plants and animals in nature. According to the theory, which was popular in the late 

19th and early 20th centuries, the weak were diminished and their cultures delimited, 

while the strong grew in power and in cultural influence over the weak. Social 

Darwinists held that the life of humans in society was a struggle for existence ruled by 

                                                 
1
 http://www.oxforddictionaries.com/definition/english/social-darwinism 
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“survival of the fittest,” a phrase proposed by the British philosopher and scientist 

Herbert Spencer.
 2

 

 

Social Darwinism clearly has little or nothing to do with the analysis of organizations, 

although it is common to find references to this term in some papers, and almost always 

in reference to the alleged "survival of the fittest" as a way to justify that some 

organizations (usually commercial ones) are more efficient and thus displace less 

efficient ones. 

 

The other term that appears linking the study of organizations with theories of natural 

evolution (Darwin mainly), although to a much lesser extent, is the term 

“Organizational Darwinism.” The few references to be found refer, like the previous 

term, to the "survival of the fittest" as an explanation of the rise and fall of certain 

organizations. Anyway, references are scarce, based more on the automatic connection 

that is associated with the mention of Darwin, than on a real explanation or deepening 

theory of biological evolution linked with an analysis of the evolution of any population 

segment of organizations. 

 

For example in the book "Introduction to the general theory of administration," by 

Idalberto Chiavenato, under the title Organizational Darwinism
3
 there is a very 

simplified explanation of his general theory of evolution but no explicit reference to 

how this applies to the analysis of organizations. It seems to assume that the title is self-

explanatory. 

 

 

 

4 The Population Ecology in the study of Organizations 
 

Hannan and Freeman, in “The Population Ecology of Organizations,” suggest the use of 

a biological theory for the study of organizations: population ecology, which includes 

the study of dynamic changes within a given set of organisms. Applied to organizations, 

and using a given population as a whole and the object of analysis, population ecology 

statistically examines the creation and disappearance of organizations and forms of 

organization within this population, over long periods. 

 

Factors affecting the organizational structure of enterprises often have been analyzed 

using the theory of organizations. However, several other theories and perspectives have 

been proposed as alternative means for analyzing the structure of the organization and 

its functioning. While previous studies regarding the organizational structure used views 

such as adaptation and exchange theory, few studies have used the theory of population 

ecology. Although the theory of population ecology is used in the biological sciences, 

many of its principles are well suited for the analysis of organizations. Due to internal 

structural configurations (eg data limitations or political restrictions) and environmental 

pressures (eg legal and fiscal barriers) in an organization, the lack of flexibility limits 

the analysis of the organization using an adaptive perspective only. (Hannan, M. and 

Freeman, J. 1977) 

 

                                                 
2
 http://www.britannica.com/EBchecked/topic/551058/social-Darwinism 

3
 p. 488 



 6 

Hannan and Freeman believe that in the long run, the change in diversity in the forms 

taken by organizations within a population occurs through selection rather than 

adaptation. Most organizations have a structural inertia which is difficult to adapt when 

the environment changes. Those organizations that become incompatible with the 

environment can be replaced by competition with new organizations, better adapted to 

external demands. 

 

The analysis of population ecology is developed in three levels: 

 

-Explaining the creation and disappearance of organizations within a population. 

 

-Explaining the types of interaction between populations. 

 

-Explaining the "community of populations" who share similar environments. 

 

Overall, the analysis of population ecology proposes a vision of organizational change 

based on evolution. Organizations "descend" from previous or existing organizations, 

and changes at the population level in the organizational forms are generally slow, but 

continuous. However, unlike in animal evolution, natural selection in organizations does 

not necessarily lead to optimization as this often depends on the result between intention 

and result. (Hannan, M. and Freeman, J. 1977) 

 

Population ecology focuses on longer periods of time than other theories of 

organizations, which makes the theory similar to social history. It works with the idea 

that long-term changes in the organizational diversity of the population reflect the short-

term cumulative effects. 

 

Evolutionary theory for organizations involves three assumptions: 

 

-The organizations have "evolved" from other previously existing organizations. 

 

-Large differences in ways that can be seen now, have emerged gradually over time. 

 

-Change processes are still being produced and can be tested experimentally. 

 

Hannan and Freeman argue that organizational change is random and does not 

necessarily coincide with the expected future desired. "The applicability of the 

Darwinian arguments to changes in populations of organizations depends in part on the 

match between intentions and results." Two issues are hindering this match are the 

diversity of interests among members of organizations and internal policies that often 

affect the ability of the organization to adapt to external demands. (Hannan, M. and 

Freeman, J. 1977) 

 

 

5 Natural Selection applied to Nonprofit Organizations 
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Drawing on some principles, now almost universally accepted, set more than 150 years 

ago by Charles Darwin
4
, the question arises: is it possible to describe or even explain, 

somehow, the current composition of the nonprofit sector, taking into account the 

organizational diversity that has been generated throughout its evolution? 

 

“As many more individuals of each species are born than can possibly survive; and as, 

consequently, there is a frequently recurring struggle for existence, it follows that any 

being, if it vary however slightly in any manner profitable to itself, under the complex 

and sometimes varying conditions of life, will have a better chance of surviving, and 

thus be naturally selected. From the strong principle of inheritance, any selected variety 

will tend to propagate its new and modified form.”
 5

 

 

Applied to Nonprofit Organizations, and with reference to the year of foundation of 

Latin American organizations, we see that more than three-quarters of have been born 

in the last thirty years. (Beaumont, 2013) While, in part, this answers to the current 

favorable conditions that promote the creation of these organizations, the reality is that 

is also due to the disappearance of many others. 

 

Today we no longer have chaplaincies or brotherhoods to ensure the well being of the 

poor or sick. In fact, the Catholic Church no longer occupies a leading role in these 

matters. (Although organizations linked to evangelical churches is notable) 

 

The same could be said for philanthropy of high society, which, barring some annual 

fundraising dinner is quite absent. What we do see are very important cases of 

companies controlled by family groups who create their own foundation to carry out 

philanthropic activities. 

 

Where there is certain continuity, it is in many Nonprofit Organizations founded by 

immigrants, such as hospitals, schools and clubs, which still exist today, practically 

without changing their original form. 

 

As for the "new" organizations diversity is astounding. 

 

Just 30 years ago, who would have imagined the enormous resources mobilized by 

environmental organizations or the public exposure and media coverage of some 

organizations demanding "rights" of all kinds (NGOs) such as those devoted to "sexual 

diversity." Not to mention the importance some organizations fighting AIDS had in the 

late 80's and early 90's, which 10 years before could not even have been imagined. 

 

Darwin also refers to a central axis of his work: that natural selection is superior to 

artificial (man-made) selection. Similarly, attempts to modify, through laws, decrees, 

resolutions, regulations and other similes, the essence of both organizational forms and 

governance structures of organizations, has been be fundamentally poor compared with 

the "infinite complexity" of the changes that have taken place over almost 400 years of 

existence of these organizations, in Latin America. For example the creation of what 

may be considered the first Foundation in Argentina, the Royal and Pontifical 

                                                 
4
 Charles Darwin. “On The Origin of Species by Means of Natural Selection or the Preservation of 

Favoured Races in the Struggle for Life,” John Murray (Editor) Albemarle Street, London, October 1st. 

1959.  
5
 Darwin, C. Op cit. Introduction p. 7 
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University of Córdoba del Tucumán, took place in 1613 by Bishop Trejo and Sanabria. 

And we also have to take into account that these organizations, founded by religious 

institutions or communities of immigrants were based on other already existing 

predecessors which had "evolved" earlier in their places of origin. 

 

As for the "Dominant Species" within Nonprofit Organizations, we see these to be what 

are known as Civil Associations (Asociaciones Civiles), which clearly meets the theory 

of variability of species. 

 

Although until approximately mid-twentieth century, there is no clear predominance as 

to the constituent form adopted by Nonprofit Organizations, from that period on Civil 

Associations started increasing, both in absolute and relative numbers. Even when they 

were already clearly the dominant species, about 20 years ago, they continued growing 

exponentially, both  in number and "relative market share," (Beaumont, 2013) This 

matches the statement of Darwin about the "forms of life that are now dominant tend to 

become more dominant." 

 

 

In conclusion, the study of evolution and variation of Nonprofit Organizations should 

not be limited to the laws of classical economics, as their proliferation exceeds the 

concepts of these theories. Therefore, by exploring other theories, we advance in the 

understanding of the conformation of the Third Sector. 
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