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Preface

DEMOCRATIC GOVERNANCE offers a genealogy of some problems confront-
ing democracy. The genealogy focuses on modernist social science. Mod-
ernism has transformed our political practices. New theories of gover-
nance have contributed to the rise of new worlds of governance. The
new governance challenges democracy. Policy makers have ignored the
challenge, or responded to it in terms set by the theories that caused it.
Democratic action has lost out to scientific expertise.

While the new theories of governance have roots in the late nineteenth
and early twentieth centuries, the new worlds of governance did not ap-
pear much before the 1980s. I do not mention the 1980s to support the
glib identification of governance with a reified, uniform, and unchanging
set of neoliberal policies: the new worlds of governance have always been
diverse and contested, and even when governments did adopt neoliberal
policies, the policies rarely worked as intended so they have been replaced
or supplemented with alternative policies. Instead, I mention the 1980s
to suggest the new worlds of governance have coincided with my adult
lifetime. When I have written on governance, I have narrated my times.

My narratives are my political action. When we describe the new
worlds of governance and explain how they arose, we necessarily ap-
prove or critique the ideas embedded in those worlds. Our stories can
challenge current ways of acting and suggest alternative possibilities.
New stories do not create new practices, but they can prepare the way
for them. I tell stories because I have little talent or taste for other forms
of political action.
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CHAPTER ONE

Interpreting Governance

ONCE you start to listen out for the word “governance,” it crops up every-
where. The Internet faces issues of Internet governance. International or-
ganizations promote good governance. Hospitals are introducing systems
of clinical governance. Climate change and avian flu require innovative
forms of global and transnational governance. Newspapers report scan-
dalous failures of corporate governance.

Unfortunately, the ubiquity of the word “governance” does not make
its meaning any clearer. A lack of clarity about the meaning of governance
might engender skepticism about its importance. The lack of clarity lends
piquancy to questions such as: How does the concept of governance dif-
fer from that of government? Why has the concept of governance become
ubiquitous? What is the relationship of governance to democracy? How
do policy actors respond to the challenges of governance?

This book attempts to answer these questions. It argues that:

e The concept of governance evokes a more pluralistic pattern of
rule than does government: governance is less focused on state in-
stitutions, and more focused on the processes and interactions that
tie the state to civil society.

e The concept of governance has spread because new theories of
politics and public sector reforms inspired by these theories have
led to a crisis of faith in the state.

¢ Governance and the crisis of faith in the state make our image of
representative democracy implausible.

e Policy actors have responded to the challenge of governance in
ways that are constrained by the image of representative democ-
racy and a faith in policy expertise.

While these arguments might seem straightforward, we will confront
a host of complexities along the way. These complexities often reflect
the limited extent to which we can expect concepts such as governance
to have fixed content. “Governance” is a vague and contested term, as
are many political concepts. People hold different theories and values
that lead them, quite reasonably, to ascribe different content to the
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concept of governance. There are, in other words, multiple theories and
multiple worlds of governance, each of which has different implications
for democracy.

I have responded to this complexity in part by mixing general discus-
sions of the new governance with specific case studies that locate Britain
in various comparative and international contexts. In the particular case
of Britain, this book argues that:

® The concept of governance evokes a differentiated polity that
stands in contrast to the Westminster model.

e The concept of governance has spread because new theories of
politics and also public sector reforms inspired by these theories
have eroded faith in the Westminster model.

* A shift of perspective from the Westminster model to the differ-
entiated polity poses challenges for the constitution and public
administration.

* Policy actors have generally responded to these challenges by pro-
moting reforms that remain constrained by the Westminster model
and a faith in policy expertise.

DIAGNOSIS AND PRESCRIPTION

My aims are primarily diagnostic. I identify trends and problems in cur-
rent democracy. Governance undermines old expressions of representa-
tive democracy including the Westminster model. Policy actors typically
remain trapped by the image of representative democracy buttressed now
by a faith in policy expertise. Their policies restrict democracy. Repre-
sentative governments struggle to direct the policy process. An illusory
expertise crowds out citizen participation.

While this book is mainly diagnostic, it contains prescriptive argu-
ments. Just as the diagnosis points to modernist theories as a source of
current problems of democracy, so the prescription involves turning away
from these theories. Modernist social science has restricted democracy.
Interpretive social science may be a cure.

Interpretive social science certainly shifts our perspective on the rela-
tionship of knowledge to the state. Modernist social scientists generally
see only how their theories analyze the state. An interpretive approach
enables us also to see how social science partly constitutes the state. It
may be controversial to argue that social science makes the world as well
as analyzing it. But the argument is obvious: if policy actors form poli-
cies using formal or folk theories from social science, then social science
partly constitutes those policies.
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Approaches to social science do not have logically necessary relation-
ships to democratic theories and practices. However, my diagnosis sug-
gests that historically modernist social science has undermined faith in
representative democracy and led policy actors to turn increasingly to an
expertise based on modernist social science itself. My prescriptive hope is
that an interpretive social science may reveal the limitations of this exper-
tise and encourage more pluralist and participatory forms of democracy.

These diagnostic and prescriptive arguments reflect a historical narra-
tive about the changing nature of social science and democratic practice.
The new theories and worlds of governance are part of a long process
of rethinking and remaking the modern state. My diagnosis narrates
the shift from developmental historicism to modernism. My prescrip-
tion advocates another shift to interpretive social science, dialogue, and
participation.

Much of the nineteenth century was dominated by a developmental
historicism in which the state appeared as a consummation of the his-
tory of a nation that was held together by ties of race, language, charac-
ter, and culture. This developmental historicism promoted the following
three ideas. First, the state was or at least could be the expression of the
common good (or public interest) of a nation (or people) that was bound
together by prepolitical ties. Second, social science grasped the character
of any particular state as a historical product of a prepolitical nation.
Third, representative institutions enabled citizens to elect and hold ac-
countable politicians who expressed, acted on, and safeguarded the com-
mon good of the nation.

The modern literature on governance rose as developmental histori-
cism gave way to modernist social science. Modernist social science
undermined older views of the state and nation. Instead the literature
on governance exhibits the following three ideas. First, the state is frag-
mented, consisting of self-interested actors or complex networks. Second,
social science explains policy outcomes by appealing to formal ahistori-
cal models, correlations, mechanisms, or processes. Third, representative
institutions are at most a small part of a larger policy process in which a
range of actors, many of whom are unelected and unaccountable, nego-
tiate, formulate, and implement policies in accord with their particular
interests and norms.

If the new governance is part of a process of profound historical im-
portance, it still remains up to us to make the future out of current cir-
cumstances. How should we do so? This book promotes an interpretive
theory of governance that promotes the following three ideas. First, the
state is fragmented, consisting of complex networks of actors inspired by
different beliefs formed against the background of competing traditions.
Second, social science can offer us only stories about how people have
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acted and guesses about how they might act. Third, representative institu-
tions should be supplemented less by appeals to an allegedly formal and
ahistorical expertise and more by alternative forms of democracy.

My adherence to an interpretive theory of governance thus leads me to
question the wisdom of recent attempts to remake the state. Modernist
theories of governance typically suggest that the cracks in representative
institutions can be papered over by policy expertise. Rational choice the-
ory and institutionalism often appeal to expert knowledge that promotes
nonmajoritarian institutions or networks. In contrast, I adhere to an in-
terpretive theory that undermines the modernist notion of expertise and
suggests we should be thinking instead about how to renew democracy.

Clearly my prescription reflects my diagnosis. The appeal to interpre-
tive social science and participatory democracy rests on the account of the
way modernist social science influences democratic governance. Equally,
however, the diagnosis reflects the interpretive social science I prescribe.
Aspects of the prescription are important to a proper understanding of
the diagnosis. Thus, this book has a somewhat circular structure. The rest
of this chapter introduces the interpretive approach to social science that
informs the ensuing diagnosis of problems of democratic governance.
The final chapter returns to this interpretive approach and participatory
democracy as possible solutions to these problems. Readers who get im-
patient with philosophy may want to skip directly to the next chapter,
avoiding my justification of my approach and going straight to the start
of my narrative.

INTERPRETIVE SOCIAL SCIENCE

There are various ways of defining interpretive social science.! Some-
times interpretation appears primarily as a matter of method. Interpre-
tive methods contrast with quantitative ones or with both quantitative
and qualitative ones. Advocates defend them as superior to these other
methods or at least as necessary supplements to these other methods. The
argument is often that only methods such as observation, interviewing,
and discourse analysis can reveal the rich texture of human life. Inter-
pretive methods are, in this view, the route to a level of factual detail
that other methods miss. Advocates defend interpretive studies either as a
means of checking and fleshing out broad generalizations or as the only

! The tension between interpretation as method and philosophy recurs in D. Yanow and
P. Schwartz-Shea, eds., Interpretation and Method: Empirical Research Methods and the
Interpretive Turn (Armonk, NY: M. E. Sharpe, 2006).
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way of discovering the facts. Their methodological concept of interpre-
tive social science leads them to spend much time worrying about the
objectivity of their data, the rigor of their analyses, and the criteria for
evaluating their work.

In my view, however, interpretation is primarily about philosophy.
Interpretive social science derives from a historicist philosophy—but a
more radical historicism than the developmental one I mentioned ear-
lier. Historicism refers generally to a belief that we can discuss human
cultures and practices adequately only as historical objects. Historicist
modes of reasoning became commonplace in the nineteenth century. So-
cial scientists conceived of human life as being inherently purposeful and
intentional. Yet nineteenth-century historicism remained developmen-
tal, conceiving of purposes and intentions as guided by fixed principles.
While different social scientists relied on slightly different principles, the
most commonly accepted ones included liberty, reason, nation, and state.
These principles guided social scientists in selecting the facts to include
in their historical narratives. They defined nineteenth-century histories.
They inspired a belief in the unity and progressive nature of history.

Radical historicism does away with appeals to principles that lend ne-
cessity and unity to history.? The result is an emphasis on nominalism and
contingency. Nominalism refers here to the idea that universals are just
names for clusters of particulars. In social science, aggregate concepts do
not refer to natural kinds with essences, but only to a series of particular
people and actions. Radical historicists reject uses of concepts that refer
to types of state, society, economy, or nation as if they had an essence
that defines their boundaries and explains other aspects of their nature
or development. They reject reifications. All social life is meaningful ac-
tivity. Moreover, a rejection of reifications highlights the contingency of
social life. Activity is not governed by either formal reified concepts or
teleological principles. Social life consists of a series of contingent, even
accidental, actions that appropriate, modify, and transform the past to
create the present. Radical historicists reject determinism, whether it re-
duces activity to economic factors or to reified structures and institutions.

An emphasis on nominalism and contingency leads radical historicists
to an antinaturalist analysis of social explanation. Radical historicists
may accept a naturalist ontology according to which humans are part of
nature and no more than part of nature. But radical historicists typically
argue that the social sciences require a different form of explanation from
the natural sciences. As Clifford Geertz famously claimed, social science

2 Compare M. Bevir, The Logic of the History of Ideas (Cambridge: Cambridge Univer-
sity Press, 1999).
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needs to be “not an experimental science in search of law but an interpre-
tive one in search of meaning.”’

Positivists once defended naturalism by arguing that causal explana-
tions are valid only if they fit observations, and meanings are irrelevant
because they are not observable.* Today, however, most modernist social
scientists accept that actions have meanings for those who perform them,
and even that agents act for reasons of their own. The naturalism of these
modernist social scientists differs from the antinaturalism of interpretive
social science in the role given to meanings in social explanation. Natu-
ralists want meanings to drop out of explanations. They might argue that
to give the reasons for an action is merely to redescribe it; to explain an
action, we have to show how it—and so perhaps the reason for which
the agent performed it—conforms to a general law couched in terms of
social facts.

In contrast, radical historicists, emphasizing nominalism, dismiss social
facts as reifications. They argue that actions are meaningful and meanings
are holistic. They then take holism to entail a distinctive contextualizing
approach to social explanation. Social scientists can explain people’s be-
liefs and actions by locating them in a wider context of meanings. Mean-
ings cannot be reduced to allegedly objective facts because their content
depends on their relationship to other meanings. Social science requires a
contextualizing form of explanation that distinguishes it from the natu-
ral sciences. We elucidate and explain meanings by reference to wider
systems of meanings, not by reference to reified categories such as social
class or institutional position, and not by construing meanings as inde-
pendent variables in the framework of naturalist forms of explanation.

When modernist social scientists let meanings drop out of their ex-
planations, they are usually hoping at least to point to classifications,
correlations, or other regularities that hold across various cases. Even
when they renounce the ideal of a universal theory, they still regard his-
torical contingency and contextual specificity as obstacles that need to be
overcome in the search for cross-temporal and cross-cultural regularities.
Naturalists characteristically search for causal connections that bestride
time and space like colossi. They attempt to control for all kinds of vari-
ables and thereby arrive at parsimonious explanations.

In contrast, radical historicists, emphasizing contingency, argue that
the role of meanings in social life precludes regularities acting as ex-
planations. Radical historicists do not deny that we can make general
statements covering diverse cases. They reject two specific features of
a naturalist view of generalization. Radical historicists deny, first, that

3 C. Geertz, The Interpretation of Cultures (New York: Basic Books, 1973), 5.
4 E.g., J. Watson, Behaviorism (New York: Norton, 1924).
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general statements are a uniquely powerful form of social knowledge.
They believe that statements about the unique and contingent aspects of
particular social phenomena are at least as apposite and valuable as gen-
eral statements. Generalizations often deprive our understanding of so-
cial phenomena of what is most distinctly and significantly human about
them. Radical historicists deny, second, that general statements actually
explain features of particular cases. Just as we can say that several objects
are red without explaining anything else about them, so we can say that
several states are democracies without their being democracies explain-
ing any other feature they have in common.

Radical historicists conceive of human action as inherently particular
and contingent. They oppose social explanations that appear to appeal to
ahistorical causal mechanisms. Much current philosophy supports their
antinaturalist commitment to contextualizing explanations.® Today the
naturalism of the positivists has been almost entirely replaced by phil-
osophical analyses such as those of Ludwig Wittgenstein and Donald
Davidson. Wittgenstein argued that the meaning of a word cannot be
elucidated in abstraction from the context in which it is used.® David-
son then argued that social science presupposes ideas of choice and con-
tingency that are incompatible with the forms of explanation found in
natural science. Actions are explained by reasons in a way that implies
actors could have reasoned and acted differently. Actions are products of
contingent decisions, not the determined outcomes of lawlike processes.”

ON CASES AND GENEALOGIES

A commitment to interpretive social science informs the logical form
of my arguments. Many social scientists think in terms of methods, not
the logic of arguments. However, just as I argued that interpretive social
science is primarily philosophical rather than methodological, so I now
want to describe my approach to democratic governance in terms of the
logical form of its arguments rather than method. Interpretive social sci-
ence does not require any particular techniques of data collection. But

5 Yet when modernist social scientists discuss causality and explanation, they typically
ignore the resurgence of antinaturalism, discuss only naturalist perspectives, and refer ex-
clusively to works on the philosophy of science and dated ones on the philosophy of social
science. E.g., H. Brady, “Causation and Explanation in Social Science,” in J. Box-Steffens-
meier, H. Brady, and D. Collier, eds., The Oxford Handbook of Political Methodology,
(Oxford: Oxford University Press, 2008), 217-70.

¢ L. Wittgenstein, Philosophical Investigations, trans. G. Anscombe (Oxford: Basil
Blackwell, 1972).

7 D. Davidson, Essays on Actions and Events (Oxford: Clarendon Press, 1980).
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it does require social scientists to adopt contextualizing and historical
forms of explanation. Indeed, radical historicism reminds us that mod-
ernist correlations, classifications, and models are not properly speaking
explanations; they are just more data that social scientists need to explain
using contextualizing and historical narratives. Correlations and classi-
fications become explanations only if we unpack them as shorthand for
narratives about how, for example, beliefs fit with other beliefs in a way
that made possible certain activity. Models may appeal to beliefs and
desires, but they are mere fables; they become explanations only if we
accept them as accurate depictions of the beliefs and desires that people
really held in a particular case.

The logical form of my arguments differs from modernist social science
in the use of case studies and historical context. Interpretive social sci-
ence challenges the idea that case studies can serve as evidence in favor of
formal and ahistorical theories. Modernist social science typically aims at
formal theories that describe a social logic or lawlike regularity that fol-
lows from the essential properties of a type of actor, institution, or situa-
tion. So, for example, social scientists might define governance by refer-
ence to one or more essential property, such as multiplying networks.
They might argue that this property characterizes all cases of governance.
Then they might argue that this property explains other features of gov-
ernance, such as the state’s growing reliance on steering and regulation
as opposed to direct oversight and control. The quest for formal theories
means social scientists often use cases as systematic evidence. They worry
about the selection of their cases. They try to make their cases appropri-
ately systematic, random, similar, diverse, typical, or extreme, according
to the content of the formal theory they want to test.?

An interpretive approach undermines the very idea of formal theories
and so the idea that cases are best conceived as systematic evidence for
such theories. An emphasis on nominalism precludes appeals to allegedly
essential properties and so comprehensive theories or midlevel hypoth-
eses couched in formal terms. Interpretive social science often aims in-
stead at drawing attention to an aspect of the world that has gone largely
unnoticed. Interpretive social science appeals to a case or series of cases
to illustrate an aspect of the world rather than as systematic evidence
of its extent or inner logic. The result is a new way of seeing—a new
picture or concept rather than a new formal theory. Wittgenstein wrote
here of using examples to pick out a pattern of family resemblances with-
out appealing to a comprehensive theory.” The examples have a range

8 E.g., ]. Gerring, “Case Selection for Case-Study Analysis,” in Box-Steffensmeier, Brady,
and Collier, eds., Oxford Handbook of Political Methodology, 645-84.
° Wittgenstein, Philosophical Investigations, sections 63-69.
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of similarities at various levels of detail, but they do not have any one
essential property or set of properties in common. We do not master the
new concept by discovering a rule that tells us when to apply it. We do
not recognize the new pattern by devising a formal theory that explains
it. Our grasp of the concept lies in our ability to provide reasons why it
applies to one case but not another, and our ability to draw analogies
with other cases. We recognize the pattern when we can discuss whether
or not it is present in other cases.

Interpretive social science often uses cases as illustrative of patterns
rather than systematic evidence of formal theories. There is nothing in-
trinsically troubling about a rather ad hoc approach to cases. Cases legiti-
mately may be cherry-picked to illustrate the aspect of the world the so-
cial scientist wants people to see. In this book, I rely mainly on cases from
Britain, but I also add a sprinkling of comparative cases. These compara-
tive cases are not meant to provide systematic and sustained evidence that
Britain is somehow representative of a broader social logic. Nor do the
comparative cases purport to identify or stay within a specific geographi-
cal range within which a social logic operates. Instead, the comparative
cases, stretching from police reform to good governance in developing
countries and from Australia to Haiti, are an admittedly unsystematic
attempt to help us see a picture. They illustrate the presence in various
aspects of current policymaking of particular ideas and discourses—a
continuing commitment to representative democracy along with forms of
expertise associated with modernist social science. I describe this pattern
in abstract terms. I use case studies to illustrate it. If readers recognize
the pattern, they will be able to draw analogies to other cases, but I hope
they will remain nominalists and resist the temptation to treat cases as
systematic evidence for a midlevel hypothesis or general theory.

To reject formal theories is not to renounce the ambition to explain. It
is just that the emphasis on contingency requires interpretive social scien-
tists to rely on historical explanations rather than formal ones. So, I offer
a historicist explanation of the cases of policymaking being influenced
by a commitment to representative democracy and forms of expertise
associated with modernist social science. Modernist social science and
the broader culture associated with it have inspired changes in the state
that have weakened democracy. Sometimes I point to the influence of
particular social scientists on policy makers. But I am not arguing that
politicians or even their advisers are remarkably well-read in social sci-
ence or even understand and believe the formal theories developed by
social scientists. My argument is more about the culture in which we live.
The ideas that inspire modernist social science have folk as well as tech-
nical forms. As rational choice theorists develop technical models based
on assumptions about the self-interested nature of action, so many of us
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have a folk idea that politicians and even bureaucrats and public sector
workers are likely to be trying to increase their pay or shorten their work-
ing hours even at the expense of the public good. My narrative thus refers
to a general cultural shift. New concepts of rationality both highlighted
problems in older democratic theories and encouraged people to respond
to these problems by drawing on knowledge and strategies associated
with modernist social science.

This historicist explanation of current patterns of democratic gover-
nance is, more specifically, a genealogy. The very style of this book resem-
bles other genealogies. I try to offer a bold, sweeping, and provocative ar-
gument that relies on historical narratives and illustrative cases to change
the way we see current ideals and practices. I try to unsettle without nec-
essarily specifying a detailed alternative. Genealogies denaturalize beliefs
and actions that others think are natural. Genealogies suggest that ideas
and practices that some people believe to be inevitable actually arose out
of contingent historical processes. The critical nature of genealogies con-
sists in their thus unsettling those who ascribe a spurious naturalness to
their particular beliefs and actions.

Neither policy makers nor modernist social scientists are much in-
clined to reflect on the historical sources of their beliefs. Policy makers
often suggest their reforms are inherently reasonable at least given the
circumstances. Modernist social scientists often portray their formal the-
ories as natural, correct, and applying across time and space. In contrast,
my genealogy suggests that the reforms seem reasonable and the formal
theories correct only because of a tacit background of assumptions that
have contingent historical roots in the late nineteenth and early twentieth
centuries. To expose these assumptions is to denaturalize and unsettle
current democratic practice and current social science.

A SUMMARY OF THE Book

This book offers a genealogy illustrated by specific cases from Britain and
elsewhere of the relationship between the new governance and democ-
racy. The general argument is that while the new governance challenges
representative democracy, current attempts to deal with this challenge are
constrained by the lingering effects of modernist ways of thinking about
constitutionalism and public administration. The specifically genealogi-
cal argument is that these modernist ways of thinking have contingent
historical roots of which their exponents are generally unaware.

Part 1, on the new governance, provides much of the historical back-
ground, offering a detailed account of the new theories of governance
and the reforms they have inspired. In chapter 2, I discuss the histori-
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cal emergence of modernist social science and the modern state. Devel-
opmental historicism seemed increasingly implausible during the late
nineteenth and early twentieth centuries. Social scientists questioned the
principles that had guided earlier narratives of the state and nation. Skep-
ticism about these principles left social scientists with facts but no way
of making sense of the facts. Social scientists rejected historicist modes of
thinking and if only by default turned to formal modes of analysis. Eco-
nomic and sociological concepts of rationality came to dominate. This
shift from developmental to modernist analyses altered the concept of the
state and over time the nature of the state. Social scientists increasingly
highlighted the role played by factions and special interests in policy-
making. Many appealed to a neutral bureaucracy to guard the common
good. A hierarchic bureaucracy represented the public interest, scientific
expertise, and rationality. Bureaucratic accountability began to replace
responsible government as a key conceptual feature of democracy. Yet, by
the late 1970s, the modern bureaucratic state was itself in crisis. The new
governance of markets and networks has risen as an attempt to resolve
this crisis.

Chapter 3 provides a more detailed survey of the main theories of
governance. Typically these theories rely on modernist social science to
make sense of the crisis of the modern bureaucratic state. The economic
concept of rationality spread from neoclassical economics to rational
choice theory. Rational choice draws on the assumptions and techniques
of neoclassical economics and decision theory to analyze social life more
generally. The sociological concept of rationality inspires a range of social
theories that attempt to explain actions by reference to reified accounts
of social norms or structures. Prominent examples in the study of gov-
ernance include the new institutionalism (or at least its historical and
sociological variants), systems theory, and regulation theory. Chapter 3
also returns to interpretive social science as an alternative to approaches
premised on either the economic or the sociological concept of rational-
ity. I look specifically at how interpretive social scientists make sense of
the crisis of the state and the rise and nature of the new governance.

In chapter 4, I turn to the new worlds of governance that are associated
in various ways with modernist theories. The theories encouraged us to
see aspects of governance that were already present. More important for
us, the theories also encouraged policy makers to respond to the crisis
of the state by introducing reforms that reflected the theories. It is use-
ful here to distinguish between two waves of reform. The first wave was
indebted to theories associated with the economic concept of rationality.
Neoliberalism and rational choice inspired attempts at privatization and
marketization and the spread of new styles of management. The second
wave of reforms owed more to theories tied to a sociological concept of
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rationality. People inspired by institutionalism and systems theory strug-
gled to make sense of the pattern of governance arising out of first-wave
reforms. Social scientists increasingly rethought institutional and systems
theories in terms of networks. Their understanding of the new gover-
nance and their promotion of networks helped inspire a turn to joined-up
governance, partnerships, and whole of government agendas. Chapter 4
concludes by drawing on interpretive social science to develop an alterna-
tive decentered account of the emergence of new worlds of governance.

Part 1 provides the historical background to cases in which policy ac-
tors respond to the new governance by bolstering representative democ-
racy with new forms of expertise. Part 2, on constitutionalism, turns to
some of these cases. It examines the challenges the new governance poses
to democracy and the ways policy actors have responded to these chal-
lenges. The cases focus on the continuing adherence of policy actors to
old ideals of representative government.

In chapter 5, I describe some of the problems that the new theories and
worlds of governance pose for democratic theory and responses to them.
I emphasize that issues of good governance occur for developed countries
as well as developing ones. The growth of networks and markets raises
questions about the health of democratic institutions in all states. The
questions include how to think about and reform public service, repre-
sentative institutions, accountability, and social inclusion. Different theo-
ries of governance usually inspire different responses to these questions.
Rational choice theorists with their debt to the economic concept of ra-
tionality often play down the need for democratic practices. Some defend
the rationality of extending the role of nonmajoritarian institutions to
areas that previously were subject to democratic control. Institutionalists
and others indebted to the sociological concept of rationality typically
cling to the old picture of representative government, attempting to rede-
fine ideals such as accountability to fit the reality of the new governance.
Finally, an interpretive social science may encourage us to pay greater at-
tention to participatory innovations as ways of dealing with the problems
posed by the new governance.

Chapters 6 and 7 provide more specific case studies of how policy ac-
tors are responding to some of the democratic problems raised by the new
governance. The cases illustrate my general argument that policy makers
are clinging to representative ideals supplemented by modernist forms
of expertise. Chapter 6 looks at constitutional reform in Britain. I show
how New Labour’s reforms remain limited by a preoccupation with rep-
resentative democracy and even a lingering adherence to the Westminster
model. The reforms are all about representative assemblies and elections.
They reflect liberal and Fabian traditions of socialism. New Labour has
shown little interest in the dialogic and participatory reforms associated
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with nongovernmental and pluralist traditions of socialism. Chapter 7
turns to judicial reform, concentrating on Britain but also looking at the
United States, Europe, and international relations. Judicial reform too
reflects New Labour’s preoccupation with representative democracy and
lingering adherence to the Westminster model. Yet, judicial reform is also
generally an attempt to respond to the new governance by increasing the
role of legal expertise at the expense of democratic decision making.

Part 1 makes a broad historical argument about the new governance
and democracy. Part 2 illustrates the argument with various cases re-
lated to constitutional issues. Part 3, on public administration, further
illustrates the argument with cases related to public policy. I examine
the ways in which the new governance challenges policymaking before
showing how attempts to respond to this challenge also rely on old ideas
of representative democracy bolstered by modernist forms of expertise.
The topics covered—joined-up governance and police reform—are illus-
trative. They were chosen with an eye on the concept of the state. The
state is often conceived as consisting of legislative, judicial, and executive
branches and as having a monopoly of legitimate force inside its territo-
rial borders. Part 2 discusses legislatures and the judiciary. Part 3 then
looks at joined-up governance because it is a clear attempt to modern-
ize the executive and administrative aspects of government, and policing
because it is an obvious example of legitimate force. Collectively parts 2
and 3 cover the main activities of the state in making, implementing, and
enforcing law.

In chapter 8 I describe problems that the new theories and worlds of
governance pose for public policy and show how responses to these prob-
lems typically draw on the new theories of governance. The new gover-
nance poses the problem of how the state can implement its policies given
a proliferation of markets and networks in the public sector. Once again
the different theories of governance typically inspire different responses
to this problem. Rational choice theory usually encourages market solu-
tions that reduce the role of the state in implementing policies. Institu-
tionalists are more likely to explore a range of strategies by which they
hope the state can manage and promote organizations and networks.
Their greater skepticism about market rationality also leads to greater
emphasis on regulation and policy learning. Finally, interpretive social
science may promote an alternative that gives pride of place to dialogic
approaches to public policy.

Chapters 9 and 10 provide more specific case studies of how policy
actors are responding to some of the administrative problems raised by
the new governance. The cases illustrate my general argument that policy
makers often draw on modernist forms of social science to respond to
the new governance. Public policies reflect neoliberalism, rational choice,
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institutionalism, and network theory with their advocacy of markets and
networks. Chapter 9 tackles the spread of joined-up governance and
whole of government agendas. I trace New Labour’s debt to institution-
alism and network theory, showing how this debt appears in the attempt
to modernize governance. I trace a similar pattern in Australia’s whole of
government agenda, Homeland Security in the United States, and the ef-
forts of the international community to intervene in fragile states. Chap-
ter 10 looks specifically at police reform in Britain and the United States.
I trace the fortunes of a neoliberal narrative associated with the economic
concept of rationality and a community narrative associated with the
sociological concept of rationality. I argue that the role of expertise in
police reform helps explain its failings. The fallacy of expertise bedevils
public policy.

The concluding chapter returns to the themes of this introduction. It
begins by summarizing my diagnosis of the historical roots of some con-
temporary problems of democracy. Thereafter I offer some prescriptive
reflections. With social science, I place hope in an interpretive approach
that replaces economic and sociological concepts of rationality with one
of local reasoning. With democratic practice, I place hope in greater par-
ticipation and dialogue as alternatives to, respectively, representation and
expertise. No doubt my recommendations for democratic practice will
disappoint some readers by being too vague. My recommendations are
limited in part because of lack of space—a normative theory of democ-
racy would require another book. But they are also vague because, as
should by now be clear, I do not believe in the kind of expertise offered
by modernist social science. If we reject the mantle of expertise, we may
admit to not being able to say that such and such an approach to policy-
making will solve our problems. If we advocate democratic participation,
we may also want to argue that citizens, not social scientists, should de-
cide how we try to solve our problems and what forms of participation to
adopt. Let me put the point more starkly than I feel committed to: social
scientists should limit themselves to diagnosis and critique, leaving pre-
scription and decision making to participants in the relevant democratic
practices.
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The New Governance
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CHAPTER TWO

The Modern State

MUCH OF THIS BOOK provides a particular perspective on current prac-
tices and problems of democratic governance. The new governance seri-
ously questions and erodes representative ideals and institutions. Policy
actors still cling to representative ideals and institutions, trying to patch
up the erosion by introducing modernist forms of expertise. As well as
defending this perspective on democratic governance, I provide a histori-
cal explanation of it. The new governance rose because new modernist
theories led us to see the world differently and even to make the world
anew. Policy actors have responded to the new governance in limited
ways because of their attachment to both old democratic ideals and folk
versions of these new modernist theories. These historical explanations
are critical genealogies because they denaturalize theories and practices
that modernist social scientists and policy actors usually take for granted.
Part 1 develops the historical explanation of current practices and
problems of democratic governance. This chapter and the next two trace
the rise of modernist forms of social science and their impact on the
changing nature of governance. This chapter describes the emergence of
modernist social science and the modern bureaucratic state followed by
the crisis of the state and, as we will see later, the rise of a new gover-
nance. Chapter 3 shows how modernist social science has inspired many
of the theories of governance by which people make sense of the crisis
of the bureaucratic state. Then chapter 4 considers the ways these new
theories altered not only the way we understand governance but also the
policies by which governance has been remade to create new worlds.
Analytically we can distinguish between three aspects of the new gov-
ernance. The first is the rise of new forms of policy production and im-
plementation. The new public management, marketization, and various
forms of cogovernance have risen alongside if not in place of centralized
bureaucracies. A second feature of the new governance is the expansion
of public discussion and action to include new social actors. Policy net-
works may be more extensive and widespread. Many state actors con-
sciously try to involve new actors in policy processes. These two aspects
of the new governance are well recognized and widely discussed. The
third is not. My argument is that these two aspects of the new gover-
nance are constituted in part by the third. The third aspect is a broader
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historic shift in knowledge production from developmental historicism
to a modernist social science based on formal economic and sociological
concepts of rationality. The new governance is in large part about the rise
of new forms of knowledge and expertise. So, this chapter tracks the rise
of modernist social science and the next chapter shows how modernist
social science inspires new theories of governance. Only in chapter 4 do I
then look at the new forms of policy production and implementation and
public discussion and action associated with these theories.

MODERNIST SOCIAL SCIENCE

So, the general argument of this book is embedded in a historical narra-
tive that begins at the turn of the twentieth century when developmental
historicism gave way to those modernist modes of knowledge that led to
the long, drawn-out rethinking of the state.! Table 2.1 provides a quick
overview of the rise and varieties of modernism. The narrative will end,
in the final chapter, with the suggestion that modernism itself should now
give way to an interpretive social science that shifts attention from policy
expertise to democratic theory.

The Rise of Modernism

In the late nineteenth century the study of politics was dominated by a di-
verse and evolving stream of comparative-historical scholarship that had
emerged in the mid-nineteenth century and that persisted well into the
early decades of the twentieth century. This developmental historicism
inspired grand narratives centered on the nation, the state, and freedom.
In Britain it included Whig history, idealist philosophy, and evolutionary
theorizing. As early as the late nineteenth century, however, an evolu-
tionary positivism, associated with Auguste Comte and Herbert Spencer,
began to give way to a neopositivism that in time would come to exert a
major influence on modern social science, especially in the United States.

The distinctiveness of American political science in the twentieth
century should not be overplayed. The most significant feature of early-
twentieth-century social science was the nearly ubiquitous rise of mod-
ernist modes of knowledge that atomized the flux of reality and deployed

! See M. Bevir, “Prisoners of Professionalism,” Public Administration 79 (2001): 469-89;
and, more recently, M. Bevir, “Political Studies as Narrative and Science, 1880-2000,” Po-
litical Studies 54 (2006): 583-606; and R. Adcock, M. Bevir, and S. Stimson, eds., Modern
Political Science: Anglo-American Exchanges since 1880 (Princeton: Princeton University
Press, 2007).
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TaBLE 2.1.
The Rise and Varieties of Modernism

Developmental Modernism
historicism Government The new governance
. New theories of governance—
Concept of e Economic and . Sol8
. . Civilizational . . rational choice and new
rationality sociological o .
institutionalism
. Nation and/or Corporate and/or .
State formation . . P Neoliberal and/or network state
imperial state welfare state
. . . New worlds of governance—
Public sector Civil service Bureaucracy 5
markets and networks
Mode of Responsible Procedural -
- o Performance accountability
accountability government accountability

new approaches to gather, summarize, and analyze data. Modernist so-
cial science broke with developmental historicism’s reliance on national
narratives that situated the study of particular political events and insti-
tutions within a larger order of developmental continuity.

The modernist break with developmental historicism had formal and
substantive aspects. In formal terms modernist social science turned from
historical narratives to a range of more ahistorical techniques.? The mod-
ernists appealed to models, correlations, and classifications that held
across time and place. They explained outcomes by reference to the func-
tional requirements of systems, psychological theories or types, a general
human rationality, and formal analyses of process. In substantive terms
modernist social science overlapped with a pluralist challenge to the state
as conceived by developmental historicists. New topics came to the fore
including political parties, interest groups, and policy networks. These
new topics helped to inspire pluralist theories of the state and democracy.’
The substantive and formal aspects of modernist social science could re-
inforce one another: the new techniques made it possible or at least easier

2 Compare W. Everdell, The First Moderns (Chicago: University of Chicago Press,
1997); T. Porter, Trust in Numbers: The Pursuit of Objectivity in Science and Public Life
(Princeton: Princeton University Press, 1995); D. Ross, The Origins of American Social
Science (Cambridge: Cambridge University Press, 1991), chaps. 8-10; and M. Schabas, A
World Ruled by Number: William Stanley Jevons and the Rise of Mathematical Economics
(Princeton: Princeton University Press, 1990).

3 E.g., A. Bentley, The Process of Government (Chicago: University of Chicago Press,
1908). On the later interactions of pluralism and democratic theory, see J. Gunnell, Imagin-
ing the American Polity: Political Science and the Discourse of Democracy (University Park:
Pennsylvania State University Press, 2004).
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to study some of the new topics, and the new topics sometimes appeared
to require new techniques for gathering and arranging data.

One reason to highlight the rise of modernist social science is to draw
attention away from the more usual focus on the behavioral revolution
of the 1950s. This focus obscures the fact that many of the topics and
techniques associated with behavioralism arose far earlier, spread far
more extensively outside the United States, and persisted far longer than
is usually recognized.* The main innovation associated with the behav-
ioral revolution was an aspiration to craft a universal empirical theory.
When later social scientists repudiate behavioralism, they often reject the
aspiration to a universal theory while remaining wedded to modernist
topics and modernist techniques.

Contemporary social science is dominated by two varieties of modern-
ism, both of which stand in contrast to the nineteenth-century under-
standing of history as progressive and rational. But they rely on differ-
ent formal, ahistorical concepts of rationality, which are associated with
different forms of explanation, and, as we will see later, with different
analyses of governance and democracy. On the one hand, the economic
concept of rationality privileges utility maximization; it arose with neo-
classical theorists and today has spread to rational choice theory. On the
other hand, the sociological concept of rationality privileges appropriate-
ness in relation to social norms; it arose with functionalism and today has
spread to network theory and communitarianism.

Economic Rationality

The social sciences have long debated the concept of rationality. Today
the concept is associated most closely with neoclassical economics and
its extensions in rational choice theory. Yet the economic concept of ra-
tionality found in neoclassical theory is just one of several alternatives,
and one, moreover, that has a distinctive history. For much of the nine-
teenth century, economists themselves merged types of analysis pioneered
by Adam Smith with organic and historical themes. When, in the mid-
nineteenth century, John Stuart Mill renounced the wages-fund theory
and so the classical theory of distribution, a range of voices sought to
rethink the study of economics: historical, positivist, and moral econom-
ics all flourished.

4 Compare R. Adcock, “Interpreting Behavioralism,” in Adcock, Bevir, and Stimson, eds.,
Modern Political Science, 180-208.

5 J. S. Milly “Thornton on Labour and its Claims,” in Collected Works of J. S. Mill
(Toronto: University of Toronto Press, 1963-91), vol. 5, 631-68. For a survey of the varied
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Neoclassical economics established its growing dominance only as the
nineteenth century turned into the twentieth, and it did so in the context
of a broad intellectual shift away from romanticism (with its emphasis on
the organic and development) and toward modernism (with its emphasis
on atomization and analysis). Neoclassical economics did not completely
obliterate other traditions of economic knowledge. Alternative traditions,
such as historical and institutional economics, still thrived, especially on
the European continent where economists remained divided about the
relevance of utility theory as late as the 1930s. Nonetheless, the spread of
modernism saw diachronic narratives of the development of economies,
states, and civilizations give way to synchronic models and statistical
correlations.

Neoclassical economics instantiates a concept of rationality suited
to the modernist emphasis on atomization, deductive models, and syn-
chronic analysis. Economic rationality is a property of individual deci-
sions and actions; it is not tied to norms, practices, or societies save inso-
far as these are to be judged effective or ineffective ways of aggregating
individual choices. In addition, economic rationality is postulated as an
axiom on the basis of which to construct deductive models; it is not de-
ployed as a principle by which to select or interpret facts that are discov-
ered through inductive, empirical research. Finally, the models derived
from the axioms of economic rationality are typically applied to general
patterns irrespective of time and space; they do not trace the particular
evolution of individuals, practices, or societies.

While a modernist view of knowledge set the scene for the economic
concept of rationality, the concept acquired much of its content from
utility maximization.® In neoclassical economics individuals act in order
to maximize their personal utility, where utility is defined as a measure
of the satisfaction or happiness that they gain from a commaodity, service,
or other outcome. Critics complain that this assumption is tantamount
to saying that individuals are inherently self-interested. But it would be
more accurate to recognize that neoclassical economics strives to remain
agnostic on the question of what constitutes happiness. Neoclassical eco-
nomics asserts that people act in accord with their preferences, but it
does not necessarily assume that these preferences are selfish ones. To the

voices, see the oft-maligned but still useful T. Hutchison, A Review of Economic Doctrines,
1870-1929 (Oxford: Clarendon Press, 1953). For an example of their debating public
policy, see United Kingdom, Royal Commission on the Depression of Trade and Industry,
Final Report, c. 4893/1886.

¢ On the history of rational choice theory, see S. Amadae, Rationalizing Capitalist De-
mocracy: The Cold War Origins of Rational Choice Liberalism (Chicago: University of
Chicago Press, 2003).
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contrary, neoclassical economics treats preferences as being revealed by
people’s actions: we deduce or know the nature of people’s preferences
from the fact that they purchase, or otherwise seek to attain, the particu-
lar commodities, services, or outcomes they choose.

I would suggest, however, that rational choice theorists in particular
can apply their models to social and political life only if they are will-
ing to assume that the relevant people’s preferences stand in relation to
one another as the model suggests, and, to do this, they have to make
further assumptions about the actual content of these preferences. Typ-
ically they assume not only that people are self-interested but also that
people’s interests can be reduced to wealth, power, and status. To put
my suggestion another way: although a concept of revealed preference
enables neoclassical economists to avoid a naive instrumentalism, it does
so at the cost of leaving them able only to explain the consequences of
actions (not the actions themselves), and this cost leaves their theory a
long way short of a full-fledged account of governance. Besides, even
if neoclassical economists try to remain agnostic about the content of
preferences, they still make clear assumptions about the structure of an
individual’s set of preferences. They assume that any preference set is
reflexive, transitive, and complete. While neoclassical economists some-
times grant that these assumptions about preferences (and actions) are
simplistic and even unrealistic, they justify such oversimplification as the
necessary cost of building the kinds of models and aggregate theories at
which—at least according to a modernist view of knowledge—the social
sciences should aim.

Sociological Rationality

The most prominent alternatives to the economic concept of rational-
ity are sociological ones. Many sociologists replace instrumentality with
appropriateness. Sociological rationality is about acting in accord with
appropriate social norms so as to fulfill established roles in systems, pro-
cesses, institutions, or practices. Some sociologists argue that even modern
individuals are best conceived not as instrumental actors but as following
established social norms and roles. Emile Durkheim and Pierre Bourdieu
have been influential exponents of this argument. Other sociologists ex-
press fear over the almost totalitarian spread of selfish, acquisitive, and
instrumental norms and roles in modern, capitalist, consumerist societies.
Max Weber and Herbert Marcuse have expressed this fear. These two
strands of modernist sociology are sometimes brought together in broad
condemnations of modernity, capitalism, or consumerism for spreading
selfish and instrumental norms and thereby wrecking older forms of soli-
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darity and community. Recently, communitarians have made much of the
idea that the spread of instrumental rationality, a rights mentality, and
consumerism has undermined community and democracy.”

It is worth noting that these sociological traditions with their alter-
native concepts of rationality often date, like neoclassical economics,
from the broad intellectual shift away from a developmental histori-
cism that emphasized diachronic forms of analysis toward modernism
with its emphasis on synchronic forms of analysis. The commonalities of
the economic and sociological concepts of rationality are just as impor-
tant as are their differences. Both modernist economists and modern-
ist sociologists compartmentalize aspects of social life so as to manage
and explain facts. They seek to make sense of the particular not by lo-
cating it in a temporal narrative but by reducing it to formal midlevel
or universal generalizations that hold across time and space. Sociolo-
gists might eschew deductive models, but they also reject narratives;
they prefer formal classifications, correlations, functions, systems, and
ideal types. While we can trace functionalist themes back to the nine-
teenth century, these sociological forms of explanation flourished only
with the rise of modernist modes of knowing. It was Durkheim and Bron-
islaw Malinowski, not Comte or Spencer, who distinguished functional
explanations that refer to the synchronic role of an object in a system or
social order (a type of explanation that they considered to be scientific)
from both the psychological question of motivation and the historical
question of origins.

The reliance on modernist modes of knowledge means that sociolo-
gists often have problems allowing adequately for agency. Classifications,
correlations, and functions generate forms of explanation that reduce
individual choices and actions to social facts. When sociologists appeal
to rationality as appropriateness, they usually argue that individual ac-
tions are governed by social norms in a way that appears to downplay
agency.® Crucially, if norms or roles explain people’s actions, the implica-
tion is that norms or roles somehow fix the content of peoples’ prefer-
ences, beliefs, or reasoning: if norms or roles did not fix such content, we
would presumably need to explain people’s actions by reference to their
beliefs, preferences, or reasoning, and not norms and roles.

7 Examples include A. Etzioni, The Spirit of Community: Rights, Responsibilities, and
the Communitarian Agenda (New York: Crown, 1993); R. Putnam, Bowling Alone: The
Collapse and Revival of American Community (New York: Simon and Schuster, 2000); and
M. Sandel, Democracy’s Discontent (Cambridge: Harvard University Press, 1996).

$ Consider J. March and J. Olsen, Rediscovering Institutions: The Organizational Basis
of Politics (New York: Free Press, 1989).
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THE MODERNIST STATE

The shift from developmental historicism to modernist modes of knowl-
edge altered the concept and nature of the state. As modernists placed
less emphasis on historical narratives, so they displaced the concept of
the state as arising out of a nation or people bound together by a com-
mon language, culture, or past. In the wake of World War One, modern-
ists in Britain and the United States derided this concept of the state as
an invention of German thinkers and as one of the causes of the war.
Modernists turned instead to formal patterns, regularities, or models of
action and institutions across space and time. Sometimes they turned
away from a substantive focus on the state toward topics such as po-
litical parties, interest groups, and policy networks, where these substate
institutions were themselves studied less as expressions of the particular
history of a particular nation than in terms of laws or regularities de-
rived, for example, from their functions in abstract systems. Even when
modernists continued to study the state, they increasingly portrayed it
as fragmented into factional interests associated with different classes or
parties; occasionally they even portrayed the state as beset by collective
irrationalities.

Corporatism and the welfare state arose in part as bureaucratic ar-
rangements to overcome such factionalism and irrationality. Within cor-
poratism the bureaucracy reached out to organized interests and bro-
kered their disputes.” The corporatist state gave particular associations
a privileged status as the representatives of social and economic groups.
The privileged associations were involved in the formulation of public
policy, and in return they helped to ensure the implementation of those
policies. So, for example, in the 1970s many European states used corpo-
ratist arrangements to try to develop a stable incomes policy: they tried
to control inflation by brokering wage agreements between business and
trade unions.

The bureaucracy also reached out to individual citizens, assuming
greater responsibility for their welfare.!® The welfare state took control
of the individual’s interests in education, pensions, and unemployment

° P. Schmitter, and G. Lehmbruch, Patterns of Corporatist Policy Making (London: Sage,
1982).

19 Diverse patterns of welfare are discussed in G. Esping-Andersen, Three Worlds of
Welfare Capitalism (Princeton: Princeton University Press, 1990). For discussions of the
growing role of expertise from the nineteenth century to the early spread of social welfare,
see R. MacLeod, ed., Government and Expertise: Specialists, Administrators, and Profes-
sionals, 1860-1919 (Cambridge: Cambridge University Press, 1988).
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insurance. It developed policies not only to redistribute resources but also
to ensure that these resources were used rationally to meet the real, long-
term needs of citizens.

The Bureaucratic Narrative

Modernist social science undermined the concept of the state as an ex-
pression of a people or nation who shared a common good. Modern-
ism thus made it difficult to conceive of the state as a consummation of
the history of a nation. Likewise, modernism challenged the idea that
representative democracy was a way of electing and holding to account
politicians who would act in accord with the nature or common good of
a nation. Representative democracy, we might suggest, was in danger of
losing much of its legitimacy. Yet modernist modes of knowledge opened
up new ways of making and legitimating public policy in representative
democracies. In particular, modernist social science inspired a new belief
in formal expertise. Public policy could be legitimate if it were based on
the formal knowledge of modernist social science. Elected representatives
no longer needed to express a national character or good. Rather, they
could define policy goals and check the activity of experts. Social scien-
tists, professionals, and generalist civil servants would use their expertise
to devise rational, scientific policies in accord with these goals. Modernist
social science thus helped to create the conditions not only for the welfare
state but also for the bureaucratic narrative.

One important justification for the creation of an increasingly insu-
lated and centralized bureaucracy was the need to deal with abuses and
irrationalities in democratic processes.'' Modernist social scientists often
highlighted the threat of such abuses and irrationalities. Social scientists
such as Mosei Ostrogrorski, Graham Wallas, and W. E Willoughby drew
attention to the factionalism, propaganda, and financial extravagances to
which democratic governments were prone. The bureaucratic narrative
thus arose in part as a response to fears similar to those that have led
more recently to a crisis in that narrative. Many modernist social scien-
tists believed that an insulated and centralized bureaucracy could act as
a counter to the collective irrationalities of the electorate. Many of them
also believed that an insulated and centralized bureaucracy could prevent
strong, organized interests from taking control of state policy. In their
view, a permanent and neutral bureaucracy promised to divide politics

1 Compare L. Lynn, “The Myth of the Bureaucratic Paradigm: What Traditional Public
Administration Really Stood For,” Public Administration Review 61 (2001): 144-60.
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from policy or, more accurately, to divide decisions about what polices to
adopt from decisions about how to implement those policies.

Bureaucracy was evoked as a means of preserving democracy while
removing its worst features—instability, irrationality, and factionalism—
from the day-to-day activities of governing. Of course, policy can never
be separated entirely from politics, and, doubtless, when public officials
implement a policy they necessarily help to determine its political con-
tent. Nonetheless, when modernist social scientists championed the bu-
reaucratic narrative, they rarely meant it to be a literal description of how
public servants would operate. The bureaucratic narrative arose, rather,
as an ideal type based on a commitment to certain values.'> Exponents
of the bureaucratic narrative associated the civil service with public spirit
and scientific neutrality defined in stark contrast to the self-interest and
factionalism that they found in the democratic process. Some of them
also associated bureaucracy with efficiency; it was a rational form of
organization that facilitated specialization according to function. Others
mentioned various inefficiencies and problems associated with bureau-
cracy but dismissed these as a price worth paying for the benefits of a
neutral, civic-minded administration.

Even today the conflict between the bureaucratic narrative and its crit-
ics often focuses on public spirit and scientific neutrality.'> Advocates of
the new theories of governance, especially those associated with the eco-
nomic concept of rationality, often dismiss the concept of a public service
ethic as a utopian fiction. Those who remain attached to the bureaucratic
narrative often worry that public sector reforms—especially those asso-
ciated with the promotion of markets and a private sector ethos—have
eroded the values of the public sector. Perhaps the lure of the private
sector has tempted reformers to hand tasks to that sector without asking
whether doing so is in accord with democratic values. Perhaps public
officials were less results-oriented than their private sector counterparts
because of the values that are appropriate to each sector. Perhaps a focus
on immediate, short-term results entails a neglect of equally important, if
less visible, goals. Some critics fear that the new theories of governance
denigrate the public sector and worship the private sector in mistaken
ways. Critics certainly complain that these theories encourage false ste-
reotypes that promote a neglect of important civic values. Of course, to
retain faith in the historic values of the public sector is not necessarily

12 On the nature, role, and social context of these values, see especially J. Harris, Private
Lives, Public Spirit: A Social History of Britain, 1870-1914 (Oxford: Oxford University
Press, 1993).

3 E.g., M. Brereton and M. Temple, “The New Public Service Ethos: An Ethical Environ-
ment for Governance,” Public Administration 77 (1999): 455-74.
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to deny that reforms were needed in the late twentieth century, but it is
at the very least to set up a normative yardstick by which such reforms
might be judged.

The Crisis of the State

The new governance arose in large part out of a crisis in the modernist
state. Oversimplifications will abound in any attempt to differentiate the
plethora of ideas that fed into narratives about the crisis of the state in
the late twentieth century. Nonetheless, one way of approaching these
narratives is to see them as attacks on the main forms of expertise em-
bedded in the postwar state. These narratives undermined faith in the
expertise of bureaucrats, Keynesians, and social-welfare officials. In the
first place, various commentators suggested that there was something ob-
solete about bureaucratic institutions. They argued that the state faced
new and complex demands such as those associated with information
technology and a global economy, and that these demands could be met
only by competitive, flexible, and entrepreneurial organizations. In the
second place, various commentators suggested that Keynesianism led to
unacceptable levels of inflation. They argued that the state had to adopt
a tighter monetary policy in order to keep inflation down and provide a
stable macroeconomic environment for the private sector. Finally, vari-
ous commentators suggested that the state could no longer cope with the
demands for welfare that its citizens placed on it. They argued that the
welfare state had become too expensive: too high a proportion of gross
national product went to the public sector.

Ironically the most prominent early narratives of the crisis of the state
challenged bureaucracy, Keynesianism, and social welfare by appealing
to the alternative expertise offered by monetarism and rational choice
theory. The microlevel assumptions of rational choice theory informed,
for example, narratives that purported to show that fiscal crises were a
pathology built into the welfare state. These narratives generally took
the following course.'* As rational actors, citizens act to maximize their
short-term financial interests; they privilege welfare policies that are of
benefit to them as individuals over the long-term, cumulative, and shared
effects of rising state expenditure. Similarly, as rational actors, politicians
act to maximize their short-term electoral interests; they promote poli-
cies that will gain the votes of these rational citizens rather than pursu-
ing fiscal responsibility. Narrow political considerations thereby trump
economic imperatives. Groups of voters demand more and more welfare

4 E.g., A. King, “Overload: Problems of Governing in the 1970s,” Political Studies 23
(1975): 284-96.
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benefits, and politicians constantly pass welfare legislation on behalf of
these voters. Thus an ever-growing proportion of the national product
goes into welfare, and so a fiscal crisis becomes inevitable. These narra-
tives of state overload and state crisis pointed to a particular solution.
The remedy lay with fiscal austerity, monetary control, and a rolling back
of the state. But these narratives also suggested that the public would
not like this remedy since they had become used to short-term payouts
from the state. Perhaps the remedy would have to be imposed upon them
against their will. Alternatively, perhaps the crisis would become so bad
that the public would accept the remedy.

While rational choice assumptions form the foundation for the early
formal narratives of the crisis of the state, other narratives highlighted al-
leged changes in the world. These other narratives implied that the state
had to change in response to international and domestic pressures. In-
ternationally, the increased mobility of capital made it more difficult for
states to direct economic activity. The state could not go it alone but
rather had to pursue coordination and regulation across borders. Indus-
tries that had operated in the domain of the state became increasingly
transnational in their activities. The increasing number and prominence
of transnational corporations raised problems of coordination and ques-
tions of jurisdiction. There was a gap between the national operation
of regulatory structures and an increasingly international economy. Do-
mestically, the state confronted the rising demands of its citizens. These
demands arose from popular discontent with the state’s handling of the
economy and with its apparent unresponsiveness. Many states were sad-
dled with large debts. Globalization provoked anxieties about competi-
tiveness and wages. Sections of the public worried that the state had lost
control. Equally, state actors often found that they were subject to varied
and even contradictory demands from the public. Voters wanted better
services and lower taxes. They wanted a more effective state but also a
more transparent and accountable one. They wanted decisive leaders and
yet more popular participation.

Many narratives of the crisis of the state denigrated bureaucracy as
cumbersome and inefficient. Numerous popular satires derided the state,
especially its bureaucratic agencies, for their layers of procedure and their
endless red-tape. Likewise, rational choice theorists developed models of
bureau shaping that suggested public officials acted in their own interests
(often to enlarge their personal fiefdoms) rather than for the public good:
public officials allegedly focused on expanding budgets, payroll, jurisdic-
tion, and their own job satisfaction, not public goods. The narratives of
crisis often condemned the mindset of public officials. They defined this
mindset as overly preoccupied with inputs, procedures, and bureaucratic
turf-wars. Some of them contrasted this mindset and its consequences
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unfavorably with a private sector in which the pressures of competition
were thought to ensure a greater focus on the efficient use of resources
and customer satisfaction.

THE NEw GOVERNANCE

The new governance consists of the interconnected theories and reforms
by which people conceived of the crisis of the state and responded to
it. These theories and reforms rejected the expertise associated with the
postwar state. But instead of challenging the very idea of applying scien-
tific expertise to social life, they turned to alternative modernist modes of
knowing to sustain new forms of expertise.

Chapter 3 explores the new theories of governance. These theories
often refer to all patterns of rule, including the kind of hierarchic state
that is often thought to have existed prior to the public sector reforms of
the 1980s and 1990s. Typically theorists use “governance” in a general,
abstract way to refer to any pattern of rule or coordinated order. This
abstract concept of governance enables theorists to explore general ques-
tions about the construction of social coordination and social practices
irrespective of their specific content. Theorists can divorce such abstract
analyses from specific questions about the state, the international system,
or the corporation.

“Governance” is also used as a specific term to describe the new gover-
nance associated with changes in the state following the public sector re-
forms of the 1980s and 1990s. Chapter 4 explores these reforms. Typically
the reforms are said to have led to a shift from a hierarchic bureaucracy
toward a greater use of markets, quasi-markets, and networks, especially
in the delivery of public services. The effects of the reforms were intensi-
fied by global changes, including an increase in transnational economic
activity and the rise of regional institutions such as the European Union
(EU). So understood, the new governance expresses a widespread belief
that the state increasingly depends on other organizations to secure its
intentions, deliver its policies, and establish a pattern of rule.”> Chapter 4

15 By analogy, governance also can be used to describe any pattern of rule that arises
either when the state is dependent upon others or when the state plays little or no role. For
example, the term “international governance” often refers to the pattern of rule found at
the global level where the United Nations is too weak to resemble the kind of state that
can impose its will upon its territory. Likewise, the term “corporate governance” refers to
patterns of rule within businesses—that is, to the systems, institutions, and norms by which
corporations are directed and controlled. So understood, governance expresses a growing
awareness of the ways in which diffuse forms of power and authority can secure order even
in the absence of state activity.
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suggests that the new governance has arisen through two waves of public
sector reform inspired by new theories of governance. The first wave of
reforms is associated with neoliberalism and rational choice theory. The
second wave is associated with the Third Way (or at least a revival of so-
cial democratic and center left politics) and institutionalist social science.

Neoliberalism

Neoliberals argue that the state is inherently inefficient when compared
with markets. They believe that the postwar state cannot be sustained any
longer, especially in a world that is now characterized by highly mobile
capital and vigorous economic competition between states. Hence they
attempt to roll back the state. They often suggest, in particular, that the
state should concentrate on making policy decisions rather than on deliv-
ering services. They want the state to withdraw from the direct delivery of
services, making way for an entrepreneurial system based on competition
and markets. For example, David Osborne and Ted Gaebler distinguish
between making policy decisions, which they describe as steering, and de-
livering public services, which they describe as rowing.'® They argue that
bureaucracy is bankrupt as a tool for rowing, and they propose replacing
bureaucracy with an “entrepreneurial government,” based on competi-
tion, markets, customers, and measurement of outcomes.

Because neoliberals deride government, many of them look for another
term to describe the kind of entrepreneurial pattern of rule they favor.
Governance offers them such a concept. It enables them to distinguish be-
tween “bad” government (rowing) and necessary governance (steering).
The early association of governance with a minimal state and the spread
of markets thus arose from neoliberal politicians and the policy wonks,
journalists, economists, and management gurus who advised them.

The advisers to neoliberals often drew on rational choice theory. Ra-
tional choice theorists influenced neoliberal attitudes toward governance
in large part by way of a critique of the concept of public interest. Their
insistence that individuals, including politicians and civil servants, act in
their own interest undermines the idea that policy makers act benevo-
lently to promote a public interest. Indeed, their reduction of social facts
to the actions of individuals casts doubt on the very idea of a public
interest over and above the aggregate interests of individuals. More spe-
cifically, rational choice theorists provide neoliberals with a critique of
bureaucratic government. Often they combine the claim that individuals
act on their preferences with an assumption that people prefer to maxi-

16 See D. Osborne and T. Gaebler, Reinventing Government: How the Entrepreneurial
Spirit is Transforming the Public Sector (Reading, MA: Addison-Wesley, 1992).
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mize their personal wealth or power. They argue that bureaucrats act to
optimize their power and career prospects by increasing the size of their
fiefdoms even when doing so is unnecessary. This argument implies that
bureaucracies have an inherent tendency to grow even when there is no
good reason for them so to do.

Because rational choice theory privileges microlevel analysis, it might
appear to have peculiar difficulties explaining the rise of institutions and
their persistent stability. Microeconomic analysis has long faced this issue
in the guise of the existence of firms. Once rational choice theorists ex-
tend such micro analysis to government and social life, they generally
face the same issue with respect to all kinds of institutions, including
political parties, voting coalitions, and the market economy itself. The
question is: if individuals act according to their preferences, why don’t
they break agreements when these agreements no longer suit them? The
obvious answer is that some authority would punish them if they broke
the agreement, and they have a preference for not being punished. But
this answer assumes the presence of a higher authority that can enforce
the agreement. Some rational choice theorists thus began to explore how
they might explain the rise and stability of norms, agreements, or institu-
tions in the absence of any higher authority. They adopted the concept of
governance to refer to norms and patterns of rule that arise and persist
even in the absence of an enforcing agent.

The Third Way

The neoliberal concept of governance as a minimal state conveys a pref-
erence for less government. Arguably, it often does little else, being an
example of empty political rhetoric. Indeed, when social scientists study
neoliberal reforms of the public sector, they often conclude that these
reforms have scarcely rolled back the state at all. They draw attention in-
stead to the unintended consequences of the reforms. According to many
social scientists, the neoliberal reforms fragmented service delivery and
weakened central control without establishing proper markets. In their
view, the reforms have led to a proliferation of policy networks in both
the formulation of public policy and the delivery of public services.

The 1990s saw a massive outpouring of work that conceived of gov-
ernance as a proliferation of networks.'”” Much of this literature explores
the ways in which neoliberal reforms created new patterns of service de-
livery based on complex sets of organizations drawn from all the public,
private, and voluntary sectors. It suggests that a range of processes—

7 E.g., R. Rhodes, Understanding Governance: Policy Networks, Governance, Reflexiv-
ity, and Accountability (Buckingham: Open University Press, 1997).
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including the functional differentiation of the state, the rise of regional
blocs, globalization, and the neoliberal reforms themselves—have left the
state increasingly dependent on other organizations for the delivery and
success of its policies. Although social scientists adopt various theories
of policy networks, and so different analyses of the new pattern of rule,
they generally agree that the state can no longer command other policy
actors. In their view, the new governance is characterized by networks
in which the state and other organizations depend on each other. Even
when the state remains the dominant organization, it and the other mem-
bers of the network are now interdependent in that they must exchange
resources if they are to achieve their goals. Many social scientists argue
that this interdependence means that the state now has to steer other
organizations instead of issuing commands to them. They also imply that
steering involves a much greater use of diplomacy and related techniques
of management by the state. Some social scientists also suggest that the
proliferating networks have a considerable degree of autonomy from the
state. In this view, the key problem posed by the new governance is that
it reduces the ability of the state not only to command but even to steer
effectively.

Social scientists have developed a concept of governance as a complex
and fragmented pattern of rule composed of multiplying networks. They
have done so in part because of studies of the impact of neoliberal reforms
on the public sector. But two other strands of social science have also
given rise to this concept of governance. First, a concept of governance
as networks arose among social scientists searching for a way to think
about the role of transnational linkages within the EU. Second, a concept
of governance as networks appeals to some social scientists interested in
general issues about social coordination and interorganizational links.
These latter social scientists argue that networks are a distinct governing
structure through which to coordinate activities and allocate resources.
They develop typologies of such governing structures—most commonly
bureaucracies, markets, and networks—and they identify the character-
istics associated with each such structure.'® Their typologies often imply
that networks are preferable, at least in some circumstances, to the bu-
reaucratic structures of the postwar state and also to the markets favored
by neoliberals. As we will see in chapter 3, this positive valuation of net-
works led to what we might call a second wave of public sector reform.

¥ E.g., G. Thompson et al., eds., Markets, Hierarchies, and Networks: The Coordination
of Social Life (London: Sage, 1991). For a still more baroque classification, see T. Malone,
“Modelling Coordination in Organizations and Markets,” Management Science 33 (1987):
1317-32. These classifications even haunt studies that come close to suggesting that the cat-
egories rarely fit the world: e.g., J-F Hennart, “Explaining the Swollen Middle: Why Most
Transactions Are a Mix of Market and Hierarchy,” Organization Science 4 (1993): 529-47.
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DeMocRrATIC GOVERNANCE

The new theories and worlds of governance raise issues for democracy.
The increased role of nonstate actors in the delivery of public services has
led to a desire to improve the ability of the state to oversee these other
actors. The state has become more interested in various strategies for cre-
ating and managing networks and partnerships. It has set up all kinds of
arrangements for auditing and regulating other organizations. In the eyes
of many observers, there has been an audit explosion.' In addition, the
increased role of unelected actors in policymaking suggests that we need
to think about the extent to which we want to hold them democratically
accountable and about the mechanisms by which we might do so. Simi-
larly, accounts of growing transnational and international constraints
upon states suggest that we need to rethink the nature of social inclusion
and social justice. Political institutions such as the World Bank and the
EU now use terms such as “good governance” to convey their aspirations
for a better world.

Many of the issues confronting democratic governance date back to
the rise of modernist social science. The collapse of developmental his-
toricism undermined many of the assumptions that had long accompa-
nied representative democracy. No longer could the state be viewed as
the expression of the common interests of a people or nation. No longer
could one assume that responsible politicians and officials would act in
accord with a common good. The problem of ensuring that representa-
tives were responsible gave way to that of making them accountable.
Yet even as modernism revealed cracks in representative democracy, so
it papered over them by appeals to an apparently neutral expertise. The
new governance has done much the same. The main change has been the
content of the expertise. Today’s wallpaper is a blend of rational choice
theory and the new institutionalism.

From Responsibility to Accountability

For developmental historicists, representative democracy was a historical
achievement. The civil society (or stage of civilization) that was needed
to sustain representative democracy served to promote moral ideals and
behavior such as those that made for responsible government. Respon-
sibility referred as much to the character of politicians and officials as
to their relationship to the public. Politicians and officials had a duty to
respond to the demands, wishes, and needs of the people. To act respon-

1 M. Power, The Audit Explosion (London: Demos, 1994).
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sibly was to act so as to promote the common good rather than to seek
personal advantage. It was to pursue national interests and thereby over-
come petty factionalisms. Words and concepts akin to responsibility were
equally prominent in other European languages, as with verantwoor-
delijkbeid (Dutch), responsabilité (French), verantwortlichkeit (German),
responsabilita (Italian), and responsabilidad (Spanish). In stark contrast,
“accountability” rarely appeared in dictionaries or encyclopedias before
the twentieth century.

The concept of accountability rose alongside modernism. On one
hand, modernism was associated with a loss of faith in the principles that
had sustained belief in the progress of nations toward statehood, liberty,
and representative and responsible government. Modernists increasingly
portrayed the nation itself as fragmented, and so democracy seemed less
a means of expressing a common good and more a contest among fac-
tions or classes. On the other hand, modernism gave rise to new forms
of apparently neutral social science. Social science appeared to provide
a neutral expertise that might guide policymaking. Social science could
show us what policies would best produce whatever results or values
our democratic representatives decided upon. Modernism thereby helped
sustain the now classic distinction between politics and administration.
The political process generates values or political decisions for which
ministers then are the spokespeople. Public officials provide the politi-
cally neutral expertise that formulates and implements policies that are
in accord with these values or political decisions. In this context, respon-
sibility, as conceived by developmental historicists, becomes less relevant
than the accountability of public officials to their political masters and
the accountability of politicians to the electorate.

The intimate connection between accountability and bureaucratic ex-
pertise appears in the content of the former. The theory, if not the prac-
tice, of accountability applies much more firmly to public officials than it
does to politicians.

Politicians are held accountable through the institutions of representa-
tive democracy. Legislators are accountable to the voters who periodically
decide whether or not to return them to office. The executive, especially
presidents in political systems with a strong separation of powers, might
also be directly accountable to the electorate. Alternatively, the executive,
notably prime ministers and cabinets, might be held accountable by a
legislature that can revoke the authority of the government. Modernist
theories often suggested that these forms of political accountability are
fairly weak. While politicians and governments can be voted out of office,
they often control knowledge, agendas, and resources in ways that make
them more powerful than those who might seek to hold them to account.
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Besides, even when politicians and governments are voted out of office,
it often seems that their fall owes less to their conduct in office than to
broad political and social trends.

The mechanisms for holding public officials accountable appear much
more firm. Administrative accountability occurs in bureaucratic hierar-
chies. Bureaucratic hierarchies are meant clearly to define a specialized,
functional division of labor. They are meant to specify clear roles to in-
dividuals in the decision-making process, thereby making it possible to
identify who is responsible for what. Typically individual officials are
thus directly answerable to their superiors (and ultimately their politi-
cal masters) for their actions. In addition, administrative accountability
has increasingly been supplemented by a range of ombudsmen and other
judicial means for investigating maladministration and even corruption.

Rethinking Accountability

While administrative accountability appeared firmer than did political
accountability, it was arguably a rather blunt instrument.?* Administra-
tive accountability provided a theoretical account of how to apportion
blame and seek redress in cases of maladministration. But critics of the
bureaucratic narrative complained that it did not provide a way of assess-
ing and responding to different levels of performance. The new theories
of governance, including rational choice theory and organization or net-
work theory, often highlighted concerns that overlapped with the ques-
tion of the performance of the public sector. The result has been a shift
from procedural accountability, of the sort we have just discussed, to
performance accountability.!

Rational choice theory recast accountability as the principal-agent
problem. The postulate of rational, self-interested actors undermined the
idea that public officials could generally be relied on to act selflessly for
the public good. The problem was not to check on how they behaved, but
rather to create a framework in which their interests were aligned with
those on behalf of whom they acted. Instead of thinking about how to
make agents (politicians or public officials) accountable to their princi-
pals (the electorate and ministers, respectively), rational choice theorists
suggested that the question was how to get agents to act in the interests of

20 Compare A. Dunsire, Control in a Bureaucracy (Oxford: St Martin’s, 1978).

2 Compare L. DeLeon, “Accountability in a ‘Reinvented Government’,” Public Admin-
istration 76 (1998): 539-58. For a plea to restrict accountability to procedure, not perfor-
mance, see R. Mulgan, “Accountability: An Ever Expanding Concept,” Public Administra-
tion 78 (2000): 555-73.
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principals, and they answered this question largely in terms of the provi-
sion of suitable incentives for the agents.?

Organization theory, and its impact on institutional and network theo-
ries, revealed a world in which decision making was a more complex
process involving diverse policy actors in networks. This complexity
suggested that there was something illusory, and even unfair, about the
assumption that people further up the bureaucratic hierarchy could be
accountable for the decisions and actions of their subordinates.?> Admin-
istrative and political roles and decisions could rarely be distinguished
from one another. Ministerial responsibility became too obvious a myth
to be taken seriously. Procedural accountability appeared inappropriate,
and also too limited, especially when conceived as reactive to decisions
that already had been made.

Even as the new theories of governance undermined the forms of ex-
pertise and accountability associated with the bureaucratic narrative, so
they promoted new forms of expertise that pointed to new approaches to
democracy in general and accountability in particular. The main concern
of this book is with the democratic theories and practices associated with
the new governance. Chapters 5 and 8 offer general overviews of the new
theories of governance and the way they conceive of democracy and par-
ticipation within constitutional arrangements and public policy. Chapters
6, 7, 9, and 10 offer detailed case studies of the rise of new forms of
expertise and democratic governance in, respectively, constitutionalism,
the judiciary, joined-up governance, and policing. For now, one key point
is that the rise of the new governance has been linked to concepts of ac-
countability that emphasize not procedure but performance.

Performance accountability identifies legitimacy primarily with stake-
holder satisfaction with outputs. It thereby sidesteps the problems that
the new theories of governance associated with procedural accountabil-
ity. For a start, if the state is judged by its performance or outputs, there
is less need to cling to the mythical distinction between the administrative

22 For the importance of incentives, rather than procedural accountability, see, e.g.,
D. Sappington, “Incentives in Principal-Agent Relationships,” Journal of Economic Perspec-
tives 5 (1991): 45-66.

2 There is a vast literature on the illusory nature of the distinction between politics and
administration and the fact that it nonetheless continues to exercise a powerful influence on
the policy process. See B. Peters, The Politics of Bureaucracy (New York: Longman, 1995).
Some authors have suggested recently that the distinction persists because it is constitutive
of representative democracy. See E. Serensen, “Democratic Theory and Network Gover-
nance,” Administrative Theory and Praxis 24 (2002): 693-720. My suggestion, in contrast,
is that the distinction is constitutive of modernist approaches to representative democracy,
but not to those concepts of representative democracy associated with developmental his-
toricism or the new theories of governance.
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and political domains. In addition, performance accountability makes it
less important that the actions of the agent or subordinate be directly
overseen and judged by the principal.

One way of conceiving of performance accountability is in quasi-
market terms. The citizens act as customers, and they express their sat-
isfaction by buying or selecting services delivered by one agency rather
than another. Yet, public agencies often lack the kind of pricing mecha-
nisms, profit levels, and hard budgets that are thought to make the mar-
ket an indicator of customer satisfaction. Thus an alternative way of
conceiving of performance accountability is in terms of measurements
of outputs. Targets, benchmarks, and other standards and indicators
provide a basis for monitoring and auditing the performance of public
agencies. Finally, performance accountability can be embedded in hori-
zontal exchanges among a system of actors.?* Whereas procedural ac-
countability privileged vertical relationships such as that of public of-
ficials to their political masters, performance accountability is equally
at home within horizontal relationships in which various actors provide
checks and balances to one another. Each actor can call into question the
performance of another.

CONCLUSION

The new governance replaces one type of modernism with another. Out
go the bureaucratic narrative, the neutral expertise of the professions,
and procedural accountability. In come markets and networks, rational
choice theory and network institutionalism, and performance account-
ability. The changes have been dramatic. The principal aim of this book
is to explore how some of those changes have influenced democracy.
Equally, however, this book locates the changing nature of democracy in
a broader historical narrative. This narrative suggests that the new gover-
nance, as theory and as practice, is still part of a modernism that has long
been struggling with the demise of nineteenth-century understandings of
the state. The concluding chapter will explore the possibility of moving
beyond such modernism. Instead of modernist approaches to economic
and sociological rationality, might we conceive of social life in terms of
more contingent forms of local reasoning? Instead of moving from pro-
cedural to performance accountability, might we bolster procedural ac-

24 G. O’Donnell, “Horizontal Accountability in New Democracies,” in A. Schedler,
L. Diamond, and M. Plattner, eds., The Self-restraining State: Power and Accountability in
New Democracies (Boulder: Lynne Rienner, 1999), 29-51.
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countability, and, in doing so, make it less a matter of reacting to deci-
sions that already have been made and more a matter of citizens holding
people accountable during the processes of decision making? Such ques-
tions open up the possibility of more direct involvement and control by
citizens throughout the formation and implementation of policies. They
point toward more plural and participatory concepts of democracy.



CHAPTER THREE

New Theories

NEw THEORIES and new worlds of governance pose problems for repre-
sentative democracy. Representative democracy was firmly entrenched
within the developmental narratives of the nineteenth century. Typically
these narratives relied on principles such as liberty, state, and nation to
tame contingency and contestation. The principle of liberty suggested
that democracy was something like the teleological outcome of history.
The principle of the nation suggested that the citizens of a democratic
polity had a common good that would guide their public life. The prin-
ciple of the state suggested that it was the expression of this common
good. Collectively these principles contributed to a theory of politics in
which representative democracy appeared as the perfect expression of the
common good of a nation as established within a state.

Developmental historicism collapsed in the early twentieth century.
In its wake there arose a range of new theories of politics. Even before
World War One, modernist empiricists such as Graham Wallas had begun
to champion a shift of focus to the study of political behavior.! After
the war political scientists increasingly studied political parties, interest
groups, and bureaucracies as sources of public policy. Their work gener-
ally pointed to a pluralist analysis of the state. Another type of pluralism
inspired socialists and others who emphasized conflicts in civil society
such as that between classes.? The spread of these pluralisms challenged
the idea that the state expressed the common good of a largely uniform
nation. Although some institutionalists continued to defend an emphasis
on the formal institutions of the state, they increasingly appeared to be
old-fashioned adherents of a decaying paradigm. This appearance has
become even more marked following the rise of rational choice theory.
The microlevel foundations of rational choice theory again exposed the
unjustified nature of assumptions about the unity of institutions, nations,
and states. Rational choice theory implies that individuals act in accord

! See M. Wiener, Between Two Worlds: The Political Thought of Graham Wallas (Ox-
ford: Clarendon Press, 1971).
2 See A. Wright, G.D.H. Cole and Socialist Democracy (Oxford: Clarendon Press, 1979).
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with their private interests, and it thereby challenges the assumption that
state actors pursue the common good of a uniform nation. The rise of
rational choice theory helps to explain why most institutionalists have
effectively redefined their theory of politics so as to break with develop-
mental historicism.’

Few political scientists now adhere to the developmental narratives in
which representative democracy used to be so entrenched. They are the
heirs of a range of new theories of politics. This chapter explores some
of these new theories of governance. An economic concept of rationality
inspires rational choice theory. The sociological concept of rationality
inspires the new institutionalism, systems theory, and regulation theory.
Finally, I turn again to the alternative of an interpretive social science.

The new theories have a dual relationship to the new worlds of gov-
ernance. On one hand, the new governance has been a spur to many of
these theories: the changing nature of the state has inspired attempts to
develop more general accounts of political order that place less empha-
sis on formal authority and formal institutions. On the other hand, the
new worlds of governance can be seen as products of some of these new
theories: policy makers drew on theories such as rational choice and new
institutionalism in their attempts to reform the state. In this respect, the
new governance is not the natural development it sometimes can appear
to be. Changes in governance have arisen not only as pragmatic responses
on the ground, but also as a result of sustained theoretical (even ideo-
logical) advocacy by intellectuals and policy makers. The purpose of this
chapter is thus both to examine the theories by which we might make
sense of the new governance, and to introduce some ideas that have in-
spired the formation of the new governance. Table 3.1 provides a quick
overview of the main theories.

RatiONAL CHOICE THEORY

Rational choice theory attempts to explain all social phenomena by refer-
ence to the micro level of rational individual activity.* It unpacks social
facts, institutions, and patterns of rule entirely by analyses of individuals
acting, and it models individuals acting on the assumption that they adopt
the course of action most in accord with their preferences. Sometimes,
rational choice theorists require preferences to be rational: preferences

3 Compare R. Adcock, M. Bevir, and S. Stimson, “Historicizing the New Institu-
tionalism(s),” in Adcock, Bevir, and Stimson, eds., Modern Political Science, 259-89.
4 For a historical perspective, see S. Amadae, Rationalizing Capitalist Democracy.



TaBLE 3.1.

Theories of Governance

New Theories + 41

Rational choice theory

Institutionalism

Systems theory

Regulation theory

Concept of rationality

Source of coordination

Explanation of the new
governance

Network analysis

Examples
1. general
2. the new governance

Economic

Preferences and
incentives

Electoral competition
and/or bureau shaping

Actor-centered

1. Hardin
2. Dowding et. al.

Sociological

Rules and norms

Social learning and/or
policy transfer

Power dependence

1. March and Olson
2. Greener

Sociological

Autopeosis

Functional
differentiation
Self-organizing

system

1. Luhmann
2. Kooiman

Sociological

Temporary effect of

regime of regulation

Post-Fordism

Dialectic (strategic-
relational)

1. Boyer
2. Jessop

are assumed to be complete and transitive. Sometimes they also make
other assumptions, most notably that actors have complete information
about what will occur following their choosing any course of action. At
other times, however, rational choice theorists try to relax these unreal-
istic assumptions by developing concepts of bounded rationality. They
then attempt to model human behavior in circumstances where people
lack relevant information.

The Problem of Governance

A microlevel emphasis on individual rationality leads to a broad accep-
tance of the efficiency of the market as a form of coordination and even
as a way of allocating resources.” However, markets can operate only in
a context of suitable norms and laws, including those that enforce con-
tracts. Many rational choice theorists thus conceive of the problem of
governance in terms of explaining the emergence of suitable norms and
laws. The dominance of the micro level in rational choice theory makes it
difficult to take for granted the origins, persistence, and effects of norms
and laws. One abstract difficulty is how to explain the rise and stability of
a pattern of rule in the absence of any higher authority. Rational choice
theorists generally conclude that the absence of any effective higher au-
thority means that such institutions must be self-enforcing. A more spe-
cific issue is how to model those weakly institutionalized environments in
which the absence of a higher authority leads people to break agreements
and so create instability. Examples of weak institutions include the inter-

5 Compare M. Allingham, Theory of Markets (London: Macmillan, 1989).
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national system and also nation states in which the rule of law is fragile.
Rational choice theorists explore self-enforcing agreements, the costs as-
sociated with them, and the circumstances in which they break down.

Rational choice theorists attempt to explain forms of governance
(patterns of order) by reference to microlevel analyses in which actions
are driven by individuals’ calculation of their interests. At an abstract
level, rational choice theorists must explain the stability of a social and
political order given that their micro theory implies that people will break
up such an order whenever it is in their interests to do so. One explana-
tion is that a higher authority creates incentives and disincentives so that
people have an interest in sustaining a stable order. But this explanation
leaves unanswered the question of how orders can be stable in the ab-
sence of a higher authority, which leads to the question of how such a
higher authority might arise in the first place. Rational choice theorists
thus confront issues about governance at a high level of abstraction. They
hope to reconcile self-interest with the existence of coordination in the
absence of any enforcement mechanism. They explore the possibility of
individuals obeying norms and rules despite the absence of a higher au-
thority (and when self-interest at least appears to give no reason for such
obedience).

The Danger of Free-riding

For many rational choice theorists, the problem of securing compliance
in the absence of a higher authority has policy implications. They worry
that a failure to secure compliance leads to free-riding and even a tragedy
of the commons.® Free-riding is a rational strategy when people have
an interest in a common or public good but can allow others to do the
work of providing that good. Free-riding works for individuals because
public goods are such that nobody is excluded from them once they are
provided. When individuals successfully free-ride, they benefit from a
public good without bearing any of the costs of providing it. A “tragedy
of the commons” arises when everybody involved seeks to free-ride so
that a public good is not provided even though it benefits everyone. The
phrase “tragedy of the commons” originates from the example provided
by ranchers grazing their animals on a common field.” The ranchers all

¢ For classic explorations of the theory and implications of the issues, see M. Olson, The
Logic of Collective Action (Cambridge: Harvard University Press, 1965); and G. Hardin,
Collective Action (Baltimore: Johns Hopkins University Press, 1982).

7 See especially G. Hardin, “The Tragedy of the Commons,” Science 162 (1968):
1243-48.
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have an interest in restricting grazing in order to maintain the fertility
of the field. But each individual rancher hopes that the others restrict
grazing while they themselves add further animals. Thus, each rancher
seeks to avoid the shared costs of restricting grazing while reaping the
individualized benefits of adding more animals. As a result, the field loses
fertility. The ranchers behave rationally as individuals, but the result is
tragic social irrationality.

Rational choice theorists argue that the state faces a myriad of prob-
lems related to free-riding. Prominent examples include Malthusian pop-
ulation worries, a vast number of environmental problems, and pollution
issues. Many rational choice theorists believe that only a higher author-
ity can resolve the problems of free-riding. In this view, coercion, or the
threat of coercion, is often the only viable option. Garrett Hardin argues
that societies can persist only because they curtail freedoms—such as (he
hopes) the freedom to breed—using coercive force or, possibly, just edu-
cation. He holds out the hope that education might make people aware
of the long-term negative consequences (tragedies of the commons) that
arise from people acting to maximize their individual utility. He hopes
that education and the more general promotion of appropriate social
norms might lead people to modify behavior. Yet, as he continues, the
danger remains that even if some members of society complied with so-
cial norms that were not in their individual interests, others might not
do so. There thus arises a double bind even for those inclined to comply
with the norms. First, individuals would worry about the shame and guilt
associated with a failure to comply. Second, they would worry that if they
did comply, they would seem moronic, given that so many others would
not be doing so. Faced with this double bind, even those inclined to com-
ply might not do so. Rational choice theorists such as Hardin often con-
clude, therefore, that the only way to prevent tragedies of the commons
is to establish a system of mutually accepted coercion. Coercion, whether
overt or a tacit possibility, acts here as something like a corrective feed-
back mechanism to ensure honesty throughout the population. Even if
coercion restricts freedom, and even if the coercion is not just and equi-
table, coercion is (or so the argument goes) the only alternative to societal
instability and eventual ruin.

Rationality and Institutions

Some rational choice theorists believe that there can be self-enforcing
patterns of order. They elucidate and defend forms of governance that
fall outside the dichotomy between, on one side, freedom and the market
(with the threat of a tragedy of the commons) and, on the other side, the
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coercion associated with hierarchy and the state. Typically they defend
the possibility of self-enforcing networks emerging from the actions of
utility maximizers.

Oliver Williamson, for example, has explored how transaction costs
influence what kinds of organization it is most efficient to establish and
maintain under different circumstances.® Transaction costs are all the
costs that arise from an economic exchange. They include the difficulties
of bargaining and the time spent on administering goods. Transaction
cost economics is about identifying what system of governance—market,
network, or hierarchy—best suits a particular exchange.

Williamson does not argue that one system of governance is inherently
superior to all others. On the contrary, he argues that the efficiency of
different organizational forms in facilitating exchange depends on the
nature of the transaction. In his view, three criteria define the contexts
in which different institutions, agreements, laws, and contracts will be
found to be efficient. These criteria are: the level of uncertainty, the fre-
quency of the transactions, and the idiosyncrasy of the investment. Ac-
cording to Williamson, these three characteristics of exchange determine
which system of contractual governance is the most appropriate.

Yet, Williamson also argues that as societies grow increasingly com-
plex, and as transactions become increasingly uncertain, so relational
contracts become more appropriate. He argues that classic contract law
is efficient in structuring recurrent and nonspecific transactions, while
neoclassical approaches are best suited to the governance of infrequent
transactions, but neither is well suited to the frequent idiosyncratic trans-
actions that are increasingly common in modern complex societies. It
is only slightly oversimplifying his views to say that these frequent id-
iosyncratic transactions require relational contracting (or networks) as
opposed to both classic contract law (or hierarchy) and the neoclassical
approach (or markets).

Williamson defines relational contracting in terms of a pattern of gov-
ernance based on a history of regular interactions between actors. The
past interactions dictate how transactions occur in the system, with rela-
tively little attention being paid to the original contract. Williamson then
identifies two main structures of relational contracting. Bilateral struc-
tures create incentives for actors to deny opportunistic urges that other-
wise might destroy the system. Unified structures integrate transactions
vertically under one owner so as to eliminate the threat of self-interest
leading to breakdown. In both cases, relational contracting is a viable
alternative to coercion as a way of avoiding tragedies of the commons.

8 Q. Williamson, “Transaction-Cost Economics: The Governance of Contractual Rela-
tions,” Journal of Law and Economics 22 (1979): 233-61.
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Explaining the New Governance

While rational choice theory is often rather abstract, it has been used
to examine more concrete policies and changes associated with the new
governance. For example, Keith Dowding and his coauthors run through
many of the arguments we have discussed in their study of the gover-
nance of London.’ They too show how rational choice raises the problem
of collective action, that is, the problem of addressing free-riding so as to
avoid the tragedy of the commons. They too suggest that rational choice
can help us to understand the ways in which agents overcome antago-
nistic cooperation. They too pay particular attention to the possibility of
achieving coordination through networks. They argue that the state can
eliminate the negative externalities that erode cooperation if it fosters
coalitions and networks from which all the actors benefit. According to
Dowding and his coauthors, state actors still often have greater resources
than do other policy actors. State actors are thus able to play a crucial
role in structuring and prioritizing the payoffs and interests of other so-
cietal actors. However, Dowding and his coauthors allow that even state
actors confront considerable difficulties in building cooperation in highly
fragmented systems. They argue that fragmented systems render hierar-
chical forms of governance far less appropriate. Decentralization and di-
vision lead rational actors to shift their efforts at coordination from hier-
archies to networks. Dowding and his coauthors conclude, therefore, that
because the new public management (NPM) eroded the place of the state
in the implementation of policy, and especially the delivery of services, it
led to the spread of networks. The rise of networks in urban governance
was, in their view, a product of reforms that dramatically increased, albeit
inadvertently, the mutual dependence of public and private actors.

THE NEW INSTITUTIONALISM

An institutional approach dominated the study of the state, government,
public administration, and politics up until the 1940s.'° Political scientists
focused on formal rules, procedures, and organizations, including consti-

? K. Dowding et al., “Understanding Urban Governance: The Contribution of Rational
Choice,” in G. Stoker, ed., Power and Participation: The New Politics of Local Governance
(London: Macmillan, 2000), 91-116.

19 On institutionalism, its dominance, and its relation to the new institutionalism, see
Adcock, Bevir, and Stimson, “Historicizing the New Institutionalism(s)”; and Rhodes,
Understanding Governance, chap. 4. On the loosely parallel case of economics, see
M. Rutherford, Institutions in Economics: The Old and New Institutionalism (Cambridge:
Cambridge University Press, 1994).
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tutions, electoral systems, and political parties. Although they sometimes
emphasized the formal rules that governed these institutions, they also
paid attention to the behavior of actors within them. This institutional
approach was challenged in the latter half of the twentieth century by
a series of attempts to craft universal theories: behavioralists, rational
choice theorists, and others attempted to explain social action with rela-
tively little reference to specific institutional settings. The new institution-
alism is conventionally seen as a restatement of the older institutional ap-
proach in response to these alternatives. The new institutionalists retain a
focus on rules, procedures, and organizations: institutions are composed
of two or more people; they serve some kind of social purpose; and they
exist over time in a way that transcends the intentions and actions of
specific individuals. But the new institutionalists adopt a broader concept
of institution that includes norms, habits, and cultural customs alongside
formal rules, procedures, and organizations. In this conventional view,
the new institutionalism focuses on the persistence and effects of institu-
tions, as opposed to the microlevel studies of rational choice theory, and
yet it understands institutions in terms of norms, culture, and habits, as
opposed to the more formal and legalistic studies of older institutional-
ists. New institutionalists often imply that this less formal definition of
“institution” leads to a greater emphasis on change, history, and dynam-
ics, especially through an appreciation of the potential for adjustment
and feedback among actors and institutions.

An Amorphous Concept

The conventional understanding of the new institutionalism is problem-
atic. For a start, attempts to pin down the distinction between a new
contemporary institutionalism and an older institutionalism rely on cari-
catures of the old institutionalism. In addition, far from a homogenous
new institutionalism arising as a reaction to rational choice theory, one
part of it is a “rational choice institutionalism” inspired by the work of
Williamson and others.'! These kinds of problems have inspired attempts
to distinguish several species of the new institutionalism. The leading va-
rieties are rational choice institutionalism, historical institutionalism, and
sociological institutionalism.?

"' For an overview by one of the main political scientists involved, see K. Sheplse,
“Studying Institutions: Some Lessons from the Rational Choice Approach,” in J. Farr,
J. Dryzek, and S. Leonard, eds., Political Science in History: Research Programs and Politi-
cal Traditions (New York: Cambridge University Press, 1995), 276-95.

12 The two key works that served to demarcate institutionalisms as alternatives to ratio-
nal choice were P. Hall and R. Taylor, “Political Science and the Three Institutionalisms,”
Political Studies 44 (1996): 936-57; and K. Thelen and S. Steinmo, “Historical Institution-
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Rational choice institutionalists are interested mainly in the effects of
norms, laws, and institutions on individuals’ actions. They argue that
institutions structure people’s strategic interactions: stable institutions in-
fluence individuals’ actions by giving them reasonable expectations about
the outcomes of the varied courses of action from which they might
choose. Rational choice institutionalists examine how institutions create
expectations about the likely consequences of given courses of action and
thereby shape the behavior of actors.

Historical institutionalists focus on the ways in which the legacy of
past institutional arrangements continues to shape contemporary poli-
tics. They argue that past outcomes become embedded in institutions that
lock states and other actors into particular paths of development. His-
torical institutionalists thus concentrate on comparative studies of wel-
fare and administrative reform across states in which the variety of such
reforms is explicable in terms of path dependency.

Sociological institutionalists focus on values, identities, and the ways in
which these shape actors’ perceptions of their interests. They argue that
informal sets of ideas and values constitute policy paradigms that shape
the ways in which organizations think about issues and conceive of po-
litical pressures. They adopt a constructivist approach to governance that
resembles the interpretive theories that I will discuss later in this chapter.
Sociological institutionalists thus concentrate on studies of the ways in
which norms and values shape what are often competing policy agendas
of welfare and administrative reform.

Institutions as Actors

Most institutionalists want to claim that institutions are actors in their
own right. Institutions are not just the products of interactions between
rational actors, nor are they merely the structured environments in which
actors decide upon rational strategies by which to pursue their interests,
which is loosely the position adopted by rational choice institutionalists.
James March and Johan Olsen are leading exponents of the kind of insti-
tutionalism associated with historical and sociological perspectives, and

alism in Comparative Politics,” in S. Steinmo, K. Thelen, and E. Longsttreth, eds., Structur-
ing Politics: Historical Institutionalism in Comparative Analysis (New York: Cambridge
University Press, 1992), 1-32. Recently some lists of “new institutionalisms” have included
a constructivist, discursive, or ideational strand that includes (or perhaps domesticates)
the interpretive theory to which we will turn later. See J. Campbell and O. Pederson, eds.,
The Rise of Neoliberalism and Institutional Analysis (Princeton: Princeton University Press,
2001); and R. Rhodes, S. Bender, and B. Rockman, eds., The Oxford Handbook of Political
Institutions (Oxford: Oxford University Press, 2006).
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especially organizational theory.’> They explicitly define their position
in contrast to rational choice. Like many institutionalists, they criticize
rational choice as a reductionist approach to the study of politics—an
approach in which social facts are reduced to aggregations of numerous
microlevel interactions. Again, like many institutionalists, they argue that
behavior cannot be grasped adequately as a purely utilitarian attempt to
maximize the interests or satisfaction of the actor. Perhaps we should not
be surprised, therefore, that March and Olsen describe their new institu-
tionalism as the study of social facts and symbolic action. They want to
draw our attention to the relationships among institutions, the inefficien-
cies of history, and the complexities created by evolving conceptions of
meanings and symbolic action.

Institutions are actors primarily, it seems, in that they consist of the
rules and norms by which policy is developed and implemented. Insti-
tutions contain the residual meanings of political life that then shape
the very preferences and behavior of actors. March and Olsen argue, for
instance, that institutions shape people’s social values and belief systems
by means of establishing historical, temporal, endogenous, normative, de-
mographic, and symbolic orders. Institutions thereby construct the heu-
ristics and norms that individuals rely upon in order to define the mean-
ings and myths of political life, where these meanings and myths are in
turn what shape societal behavior. Although March and Olsen use vague
concepts, and often in somewhat different ways, their overall message is
clear. Like most institutionalists, they insist on the vital and autonomous
role played by institutions in shaping every aspect of governance from the
state down to the individual citizen.

Explaining the New Governance

The amorphous nature of the new institutionalism appears again when
we consider its application to the new governance. In particular, we need
to distinguish between approaches to institutions that echo rational
choice theory as found in the work of social scientists such as Williamson
and approaches that embody looser theories and concepts akin to those
found in the work of March and Olsen.

Rational choice institutionalism. Many rational choice institutional-
ists approach the new governance as a response to the problems of coor-
dination that have arisen in the context of those global forces that con-

13 See J. March and J. Olson, “The New Institutionalism: Organisational Factors in
Political Life,” American Political Science Review 78 (1984): 734-49. The original article
was expanded into March and Olson, Rediscovering Institutions.
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tinue to erode state capacity. Rational choice institutionalists often seem
to think of these global forces as more or less inexorable products of a
social logic of specialization: as society becomes more complex, recipro-
cal independence becomes the most common relationship among actors.
Fritz Scharpf argues, for example, that the new governance has arisen
because state actors are increasingly unable to act unilaterally.'* As state
actors become dependent on other actors, they are pressed to abandon
hierarchical approaches to coordination in favor of networks. Scharpf
helpfully distinguishes between hierarchical coordination and hierarchi-
cal organization, and he is thereby able to recognize, as we surely should
do, that vertical organizations such as ministerial departments remain
not only common but also useful ways of enforcing agreements. None-
theless, Scharpf argues that there has been a shift in governance from hi-
erarchical to horizontal coordination. He suggests that even hierarchical
organizations now rely increasingly on negotiated forms of coordination,
where negotiated coordination is understood as a horizontal system in
which no actor has the power to impose its will on the others. Today the
state is thus less likely to impose explicit coercive force through binding
accords, and it is more likely to rely on networks based on partnerships
among diverse actors.

Scharpf’s work includes an analysis of the nature and origins of vari-
ous types of network. The term “network” is commonly used to refer
both to “types of interactions” and “more permanent structures.” Again,
networks can be formed informally as a result of repeated interactions or
formally through legislative and administrative fiat. In either case, there
are questions about how iterated exchange systems then alter the institu-
tional frameworks in which actors achieve coordination. Scharpf argues
here that the history of interactions is crucial for understanding why ac-
tors choose not to defect and cheat. In his view, repeated interactions
build trust thereby eliminating uncertainty and so facilitating coordina-
tion and stability even in the absence of a higher authority. If actors know
that the pursuit of their short-term interests will damage future relations
and so their long-term interest in future exchanges, then, especially in the
context of stable relations based on trust, they will be willing to forgo
their short-term interests to secure the cooperation they need to secure
long-term gains. Thus, although trust is difficult to achieve, especially in
contexts characterized by incomplete information, it can be highly ben-
eficial. Yet, Scharpf continues, mutual trust often requires actors to put
others’ interests first. To put others first is, as Scharpf shows, especially

14 F Scharpf, “Co-ordination in Hierarchies and Networks,” in F. Scharpf, ed., Games
in Hierarchies and Networks: Analytical and Empirical Approaches to the Study of Gover-
nance Institutions (Frankfurt: Campus, 1993), 125-65.
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difficult for actors in networks with many different partners. The worry
here is that actors will find themselves, albeit inadvertently, in situations
where they have to decide which of several partners’ interests they should
put first. In strong cooperative networks, multiple allegiances will often
force actors to privilege one partner over another.

Historical and sociological institutionalisms. The conceptual vague-
ness of much historical and sociological institutionalism makes it hard
to tie it to a particular analysis of the new governance. Historical insti-
tutionalists typically seek to study contemporary behavior against the
background of past interactions. They justify doing so by appeals to path
dependency. Although the precise analysis of “path dependency” remains
a topic of much controversy, the broad claim is clearly that the past de-
cisions or actions of institutions press them to follow a specific future
path. The cost of an alternative becomes increasingly difficult to bear
until some point of crisis (a critical juncture) is reached. Clearly path-
dependent arguments reduce change, at least implicitly, to relatively rare
moments: dramatic policy changes reflect specific moments when events
and problems in a political environment come together to open a window
in which entrepreneurial actors are able to shift institutions onto differ-
ent paths.

We might get a better sense of what these vague concepts mean by fo-
cusing on an example. Ian Greener has explored changes in the National
Health Service (NHS) by combining path dependency with themes from
sociological institutionalism.' Greener argues, in effect, for the recon-
ciliation of historical and sociological approaches to the study of institu-
tions. He suggests that we can avoid depicting institutions as unchanging
structures if we draw on ideas of “social learning” and “policy transfer.”
Social learning refers to the way in which policy goals and programs
develop gradually as and when actors explicitly evaluate and respond to
past outcomes; most accounts of social learning thus imply that signifi-
cant changes in policy occur only infrequently within long histories of
relative stability. Policy transfer refers to the dynamic process by which
policy goals and programs are exported from one country to another
through a range of interactions. Greener argues here that the concept
of “path dependency” helps us to understand why changes in policy
are as infrequent as the literature on social learning suggests, and under
what circumstances the policies developed in one country are likely to
be picked up in another. In this view, historical institutionalism helps to

15 1. Greener, “Understanding NHS Reform: The Policy-Transfer, Social-Learning, and
Path Dependency Perspectives,” Governance 15 (2002): 161-83.
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explain why social learning and policy transfer are constrained by the
legacy of the past.

Greener uses NHS reforms to illustrate how we might combine path
dependency with policy transfer and social learning. In his opinion, the
social learning and policy transfer approaches can explain why Britain’s
internal market reforms occurred when they did under Thatcher, and also
much of the content and significance of these reforms. A social learn-
ing approach explains, in particular, how policy makers adapted various
ideas following their previous experience with education reform. A policy
transfer approach draws attention to the importance of the individual ac-
tors who shaped NHS reform on American models. Nonetheless, neither
social learning nor policy transfer by itself can account for the difficul-
ties that confronted the attempts to change a deeply entrenched system
of health care. Greener argues that this part of the story of NHS reform
becomes clearer if we draw on the idea of path dependency. In his view,
timing is fundamentally important to policy analysis, and timing requires
an examination of how conjunctures in the political environment influ-
ence the development of policy. Policy formation only matters when there
are opportunities for advancing and implementing the relevant policy,
and these opportunities arise only when there are “critical junctures” and
“structural holes” of the type postulated by historical institutionalists.

SYsTEMS THEORY

Institutionalism is amorphous and often based on vague concepts. It has
thus been combined with various more precise theories. We have already
come across such a combination in rational choice institutionalism. Sys-
tems theory is another theory that has been combined with institution-
alism; it overlaps in particular with a sociological institutionalism that
draws on organizational theory.

The Concept of a System

A system is the pattern of order that arises from the regular interactions
of a series of interdependent elements. Systems theorists suggest that these
patterns of order arise from the functional relations and interactions
among the elements. These relations and interactions involve a transfer
of information. This transfer of information leads to the self-production
and self-organization of the system even in the absence of any center
of control. Systems theorists thus echo various institutionalists, such as
March and Olson, in arguing that the interactions of organizations and



52 « The New Governance

other actors create social objects that have causal properties of their own.
Yet, systems theorists often complain that the new institutionalism does
not pay enough attention to the ways in which the different actors and
elements of a system interact with and transform one another. They em-
phasize the self-organizing and self-producing properties of systems.

Niklas Luhmann, a particularly prominent systems theorist, certainly
argued that all social interactions are intimately connected to the overall
shape of a system.'® Some of his followers, notably Marleen Brans and
Stefan Rossback, argue that this view corrects an imbalance in the domi-
nant forms of institutionalism.!” In their view, institutionalists typically
go astray when they present internal hierarchical exchanges as deter-
mining the development of a system. Institutionalists do not adequately
consider the impact of the horizontal and exogenous interactions of an
institution with its social environment. For Brans and Rossback, classic
institutionalists, including Max Weber, are thus associated with idealized
bureaucratic command-and-control models that are unable to explain
the impact of aberrations from social norms. Systems theory, in contrast,
is supposed to be able to explain just such aberrations by portraying
them as furthering the development of the system.

The New Governance as a System

Several systems theorists argue that Luhmann offers an especially apt
way of thinking about governance or patterns of order that develop in
the absence of any clear center or sovereign entity capable of guiding
the whole process. Brans and Rossback commend Luhmann’s autopoietic
theory for its ability to analyze how a system of ordered norms responds
to and reformulates complex environments. The system plays a crucial
role in the reduction and simplification of issues that arise from the envi-
ronment. For example, the nation state, a subsystem of society as a whole,
defines citizenship according to specific criteria, thereby minimizing the
number of problems and issues it must address. Even more generally,
Brans and Rossback commend Luhmann’s autopoietic theory as a way of
grasping how systems rely on reflexivity and self-organization. Luhmann

16 N. Luhmann, Social Systems, trans. J. Bednarz Jr. with D. Baecker (Stanford: Stanford
University Press, 1995).

7 M. Brans and S. Rossbach, “The Autopoiesis of Administrative Systems: Niklas
Luhmann on Public Administration and Public Policy,” Public Administration 85 (1997):
417-39. The same broad argument has been made with particular reference to the EU by
M. Albert, “Governance and Democracy in European Systems: On Systems Theory and
European Integration,” Review of International Studies 28 (2002): 293-309. For a rather
different take on what systems theory brings to institutionalism, see J. Stewart and R. Ayres,
“Systems Theory and Policy Practice: An Exploration,” Policy Sciences 34 (2001): 79-94.
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argues that autopoiesis occurs when a system produces and reproduces
the elements of which it is composed. Although the wider environment
has an impact on the system, it is the system itself that ultimately deter-
mines how exogenous forces are interpreted and applied.

The concept of governance as a socio-cybernetic system highlights the
limits to governing by the state. It implies that there is no single sovereign
authority. Instead there is a self-organizing system composed of interde-
pendent actors and institutions. Systems theorists often distinguish here
between governing, which is goal-directed interventions, and governance,
which is the total effect of governing interventions and interactions. In
this view, governance is a self-organizing system that emerges from the
activities and exchanges of actors and institutions. Again, the new gov-
ernance has arisen because we live in a centerless society, or at least a
society with multiple centers. Order arises from the interactions of mul-
tiple centers or organizations. Here, the role of the state is not to create
order but to facilitate sociopolitical interactions, to encourage varied ar-
rangements for coping with problems, and to distribute services among
numerous organizations.

Steering Systems

An emphasis on the self-referential and closed nature of autopoietic sys-
tems raises the question of whether a system can actually be consciously
governed or steered by the state. There are three main approaches to
steering self-governing systems.'® The first approach is Luhmann’s analy-
sis of autopoietic systems structured along principles of self-organization
and self-production.” Luhmann’s analysis implies that actors other than
the system itself cannot steer or govern it. Autopoietic systems devel-
op and regulate the elements within them through closed-off and self-
referential processes. Perhaps subsystemic actors can influence systems
through communication with one another. Even so, Luhmann’s analysis
ultimately leads to pessimism about the state’s ability (as a subsystem) to
steer networks and implement its policies.

A second approach to the possibility of steering self-governing systems
is an actor-oriented one. Systems theorists often associate this approach
with rational choice institutionalism and especially the work of Scharpf.?°

8 Compare J. Kooiman and M. van Vliet, “Self-Governance as a Mode of Societal Gov-
ernance,” Public Management 2 (2000): 359-77.

¥ See N. Luhmann, “Limits of Steering,” Theory, Culture, and Society 14 (1997): 41-57.

20 For Scharpf’s rational choice institutionalism, see F. Scharpf, Games Real Actors Play:
Actor-Centered Institutionalism in Policy Research (Boulder: Westview, 1997). On steering,
also see E Scharpf, “Politische Steuerung und Politische Institutionen,” Politisches Viertel-
jabresschrift 30 (1989): 10-21.
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The actor-orientated approach depicts the new governance as dependent
on a constellation of different societal actors who come together in policy
networks. It thus conceives of steering as possible but difficult. The state’s
difficulty consists in finding a balance among the various societal actors
who otherwise might resist its attempts at steering the relevant network.

The final approach to steering self-governing systems is the interac-
tionist approach of Jan Kooiman.?! This approach views governance as a
product of the interactions in the system being governed. It highlights the
impact of relationships between governors and those being governed, be-
tween public and private actors, and between institutions and the social
forces they regulate. All these interactions offer sites at which the state,
and also societal actors, might intervene in order to steer self-governing
systems. In this view, recognition of the importance of interactions ex-
plains how steering is possible. Kooiman disaggregates his concept of
sociopolitical governance into a number of modes.?> The modes are cha-
otic self-governance (as in autopoietic systems), cogovernance through
horizontal cooperation (as in networks, public-private partnerships,
communicative governing, or responsive regulation), and hierarchical
governance. Although Kooiman describes all three modes as distinct
methods of governance, he concludes that mixed-mode governing often
will develop as the most appropriate one.

REGULATION THEORY

Regulation theory is another example of how an amorphous institution-
alism can combine with other theories. Some prominent regulation theo-
rists fuse a Marxist analysis of capitalism with institutionalist themes.

The Marxist Background

Karl Marx took very different views of the prospects for revolution at
different times in his life.?* Up until the end of the First World War, how-
ever, Marxists commonly believed that the workers revolution would
come soon. By the 1920s, the prospects for revolution looked far bleaker.
The call to war had found the workers not uniting to overthrow capi-

2l See J. Kooiman, ed., Modern Governance: New Government-Society Interactions
(London: Sage, 1990).

22 J. Kooiman, “Societal Governance: Levels, Modes and Orders of Political Interaction,”
in J. Pierre, ed., Debating Governance: Authority, Steering, and Democracy (Oxford: Ox-
ford University Press, 2000), 138-64.

23 See the warm and enjoyable biography by E Wheen, Karl Marx (London: Fourth
Estate, 1999).
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talism but rallying to nationalist causes. Even the Russian Revolution
had failed to spark similar uprisings in the more advanced economies of
Western Europe.

Much twentieth-century Marxism can be read as an attempt to ex-
plain the absence of revolution and the persistence of capitalism. One
well-known explanation was formulated by Antonio Gramsci, an Ital-
ian Marxist imprisoned under Mussolini. Gramsci argued that the bour-
geoisie had established an ideological hegemony; the bourgeoisie had
propagated an ideology that dominated throughout society and lent a
spurious legitimacy to the capitalist social order.?* Although the concept
of hegemony certainly offered one way of explaining the persistence of
capitalism, it did so by emphasizing the role of culture and ideas—an
emphasis that inspires the critical, Marxist strains in interpretive theories
of governance—in a way that broke somewhat with the more orthodox,
economic strands of Marxist thought. Regulation theory tried to explain
the persistence of capitalism in terms closer to Marx’s economic writings.

The earliest exponents of regulation theory are called the New French
School or, more commonly, the Parisian school.?> They explained the
temporary stability of various types of capitalism by reference to eco-
nomic institutions. This emphasis on institutions means that their work
is sometimes assimilated to broader institutionalist challenges to neoclas-
sical economics. Yet, their institutionalism remained firmly located in a
Marxist theory according to which capitalism inherently suffered from
both unstable development (crises of overaccumulation) and unstable
social relations (the class struggle). They thus concentrated on the ways
in which institutional arrangements managed to persist in spite of such
instabilities.

The main institutional arrangements studied by the Parisian school
were regimes of accumulation and regimes of regulation. The regime
of accumulation refers to the institutions or regularities that facilitate a
stable and proportional distribution of capital across departments of pro-
duction. It includes norms for the organization of work and production,
the relationship between branches of the economy, modes of industrial
and commercial management, and the norms that govern the division
of income among wages, profits, and taxation. The regime of regulation
refers to the legal and political institutions that enable capitalist societies,
and so regimes of accumulation, to persist over time. It includes laws,
industrial codes, styles of negotiation, state policies, political practices,

2 A. Gramsci, Selections from the Prison Notebooks, ed. and trans. Q. Hoare and
G. Nowell Smith (London: Lawrence and Wishart, 1971).

%5 See more generally R. Boyer, The Regulation School: A Critical Introduction, trans.
C. Charney (New York: Columbia University Press, 1990).
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and patterns of consumption. As a rough guide we might almost say that
regimes of accumulation mask the instabilities associated with the over-
accumulation of capital, while regimes of regulation mask instabilities
associated with the class struggle.

Fordism and After

Typically regulation theorists locate the new governance in relation to
a broader socioeconomic shift from Fordism to post-Fordism. Fordism
refers to a combination of “intensive accumulation” and “monopolistic
regulation”—a combination associated with the mass production pio-
neered by Henry Ford in the 1920s. Intensive accumulation rested on
processes of mass production such as mechanization, the intensification
of work, the detailed division of tasks, and the use of semiskilled labor.
Monopolistic regulation involved monopoly pricing, the recognition of
trade unions, the indexing of wages to productivity, corporatist tenden-
cies in government, and monetary policies to manage the demand for
commodities. According to regulation theorists, intensive accumulation
and monopolistic regulation temporarily created a virtuous circle: mass
production created economies of scale, thereby leading to a rise in pro-
ductivity; increased productivity led to increased wages and so greater
consumer demand; the growth in demand meant greater profits due to
the full utilization of capacity; and the increased profits were used to
improve the technology of mass production, creating further economies
of scale and so starting the whole circle going again.

Regulation theorists ascribe the end of Fordism to various causes. Pro-
ductivity gains decreased because of the social and technical limits to
Fordism. Globalization made the management of national economies in-
creasingly difficult. Increased state expenditure produced inflation and
state overload. Competition among capitalists shifted the norms of con-
sumption away from the standardized commodities associated with mass
production. All these causes contributed to the end not only of Fordism
but also of the bureaucratic, Keynesian, welfare state associated with it.
Although regulation theorists can be reluctant to engage in speculations
about the future, they generally associate the new post-Fordist era with
the globalization of capital, neoliberal politics, contracting-out, public-
private partnerships, and the regulatory state.

State Theory

Although regulation theorists appeal to underlying contradictions in cap-
italism, they give considerable scope to the political and social institu-
tions that attempt to manage these contradictions in various ways. It is no
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wonder, therefore, that many of them echo the institutionalist critique of
neoliberalism and rational choice. Regulation theorists too reject the idea
that the rational actions of atomized individuals determine economic ex-
change.?® They too highlight the institutionalized nature of the economy.
Indeed, although regulation theorists have inherited the Marxist empha-
sis on contradictions and crises and change, they now stress the impor-
tance of embedded social institutions and the ways in which these regu-
larize economic interactions so as to establish stable patterns over time.

Bob Jessop in particular points here to the potential relevance of the
state for regulation theory.?” He argues that the state itself is an important
source of the regularity and normalization that arises in capitalist econo-
mies. The state is intimately involved in the promotion of stability in eco-
nomic exchanges, as increasingly under post-Fordism are international
regimes. The state remains a central actor, nationally and internationally,
for the increase in global capital flows and transnational externalities
requires governmental regulation.

According to regulation theorists such as Jessop, the state has changed
along with the shift from Fordism (with its Keynesian welfare state) to a
type of post-Fordism (which includes a Schumpeterian workfare regime).
The new governance has risen, in other words, as part of changes in
capitalism. The Keynesian state’s commitment to demand side growth
and labor market maximization has been abandoned. The emerging post-
Fordist state supports supply-side interventions while disavowing many
labor and social policies on the grounds that they inhibit the flexibility
that is said to be vital to competitiveness within the new global economy.

Jessop himself highlights three large trends in the transformation of
the state.?® First, there has been a denationalization of the state: the
state has been hollowed out as its capacity and power have moved down
to actors in civil society and up to international and transnational or-
ganizations. Second, there has been a destatization of politics: the state
is increasingly being replaced by networks and public-private partner-
ships in the making and especially implementation of public policy—

26 Jessop even seems to suggest that rational choice is especially inappropriate given the
growth of uncertainty, conflict, and complexity under post-Fordism. See B. Jessop, “Gov-
ernance and Meta-Governance: On Reflexivity, Requisite Variety, and Requisite Irony,” in
H. Bang, ed., Governance as Social and Political Communication (Manchester: Manchester
University Press, 2003), 101-16.

27 See B. Jessop, State Theory: Putting the Capitalist State in Its Place (Cambridge: Polity,
1990); B. Jessop, The Future of the Capitalist State (Cambridge: Polity, 2002); and B. Jessop
and N-L. Sum, Beyond the Regulation Approach: Putting the Capitalist State in Its Place
(Cheltenham: Edward Elgar, 2006).

28 For a short summary, see B. Jessop, “The Regulation Approach: Implications for
Political Theory,” Journal of Political Philosophy 5 (1997): 287-326.
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the state is increasingly limited to issues of metagovernance, notably the
creation and management of self-organizing networks. Finally, there has
been an internationalization of policy regimes: the post-Fordist state
finds its policy choices and strategies restricted by the global spread of
neoliberalism.

INTERPRETIVE THEORIES

Most theories of governance draw on the economic and sociological con-
cepts of rationality. In contrast, as we saw in chapter 1, this book draws
on and promotes an interpretive social science. Interpretive theories of
governance typically reject the idea that patterns of rule can be properly
understood in terms of a historical or social logic attached to capitalist
development, functional differentiation, institutional settings, or utility
maximization. Instead they emphasize the meaningful character of human
action. Because people act on meanings (beliefs or ideas, conscious or
not), we can explain their actions properly only if we grasp the relevant
meanings. The older interpretive approaches suggested that meanings are
more or less uniform across a culture or society. They inspired studies of
the distinctive patterns of governance associated with various cultures.
In contrast, more recent interpretive approaches, from postmodernism
to decentered theory, highlight the contested nature of meanings.?” They
promote studies of the different traditions and discourses of governance
that are found in a particular society.

Against Positivism

Interpretive theorists resist attempts to reduce governance, and changes
in governance, to allegedly fixed properties of systems, capitalism, institu-
tions, or rationality. Typically they regard such reductions as a legacy of a
mistaken positivism that encouraged social scientists to elide contingency
behind allegedly objective social categories.’® Positivism suggested that

2 For my initial presentation of decentered theory, see M. Bevir, “A Decentered Theory
of Governance,” in Bang, ed., Governance as Social and Political Communication, 200-21.
For the attempts to apply it in which I have been involved, see M. Bevir and R. Rhodes,
Interpreting British Governance (London: Routledge, 2003); M. Bevir and R. Rhodes,
Governance Stories (London: Routledge, 2006); M. Bevir, R. Rhodes, and P. Weller, eds.,
Traditions of Governance: History and Diversity, a special issue of Public Administration
81/1 (2003); M. Bevir and F. Trentmann, eds., Governance, Consumers, and Citizens (Bas-
ingstoke: Palgrave, 2007); and M. Bevir and D. Richards, eds., Decentring Policy Networks,
a special issue of Public Administration 87/1 (2009).

3% On the philosophical arguments that decisively undermined such positivism as long
ago as the 1960s, see R. Bernstein, The Restructuring of Social and Political Theory (Phila-
delphia: University of Pennsylvania Press, 1976).
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social scientists should look for laws, regularities, or models in which
meanings could be ignored, or at least taken for granted given social
and economic facts. Most interpretivists argue, in contrast, that mean-
ings constitute webs, discourses, or paradigms such that we can properly
grasp them only if we consider them as a whole. So, for example, far from
taking people’s beliefs for granted given social facts about them, we can
explain their actions only by reference to the theories or discourses in
terms of which they experience the facts.

Although interpretive theorists analyze governance in terms of mean-
ings, there is little agreement among them about the nature of meanings.
The meanings of interest to them are variously described as intentions
or beliefs, conscious or tacit knowledge, a substratum of subconscious
or unconscious assumptions, a system of signs, or discourses and ideolo-
gies. Interpretive theorists often explore these varied types of meanings
both synchronically and diachronically. Synchronic studies analyze the
relationships between a set of meanings abstracted from the flux of his-
tory. They reveal the internal coherence or pattern of a web of meanings:
they make sense of a particular belief, concept, or sign by showing how
it fits in such a web. Diachronic studies analyze the development of webs
of meaning over time. They show how situated agents modify and trans-
form webs of meaning as they use them in particular settings.

In contrast to positivism, many interpretivists believe that experiences
are always laden with prior theories. People with different background
theories (discourses, webs of belief, or paradigms) experience the world
differently. People are likely to form different beliefs and perform differ-
ent actions even if they occupy the same social or institutional location.
Thus interpretivists typically argue that we should rethink institutional-
ism and rational choice in order to disaggregate governance: we should
rethink institutions as the sites of contingent, open-ended struggles over
meaning, rather as the fixed embodiments of rules or norms; and we
should rethink rational choice theory to give far greater scope to empiri-
cal studies of the actual beliefs of the actors who are of interest to us. We
should develop a more dynamic account of governance that allows for its
contested and disparate nature. For interpretivists, the new governance
consists of meaningful practices that change over time as a result of po-
litical contests.

Constructing the New Governance

Interpretive approaches conceive of the new governance as meaningful
practices. Their emphasis on meanings typically constitutes a form of so-
cial constructivism. It is important, however, to be clear about what is
and what is not entailed by constructivism. There are different ways of
unpacking constructivism, and we should distinguish between them.
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A general version of constructivism insists that we make parts of the
social world by our intentional actions. People act for reasons that they
adopt in the light of beliefs and tacit knowledge that they acquire in part
through processes of socialization. For example, when shopkeepers price
goods, they make an aspect of the social world in accord with their beliefs
about how to make a profit. Other aspects of the social world then arise
as the unintended consequences of such intentional actions. For example,
if a shopkeeper prices her goods higher than her competitors, and if po-
tential customers buy goods at the lower prices available elsewhere, she
will go bust irrespective of whether or not anybody intended or foresaw
that outcome.

All kinds of social scientists allow that we make the world through
our intentional actions. Often they seek to explain actions in terms of
allegedly social or natural facts about institutions, social class, gender, or
a universal human rationality. In contrast, constructivists usually argue
that the intentions of actors derive in part from traditions, discourses, or
systems of knowledge that are also social constructs. Interpretive theory
overlaps with this linguistic social constructivism. It implies not only that
we make the social world by acting on certain beliefs and meanings, but
also that we make the beliefs and meanings on which we act. In this view,
our concepts are contingent products of particular discourses and prac-
tices; they are not natural or inevitable ways of conceiving and classifying
objects. Our concepts are the artificial inventions of particular languages,
cultures, and societies.

Is Governance Real?

Interpretive theory implies that traditions or cultures may categorize ob-
jects very differently. It is a commonplace, for example, that the Inuit
have words for different types of snow, or that the people of the Kalahari
Desert have words that distinguish various shades of red. Most inter-
pretive theories are, therefore, antiessentialist. They suggest that our so-
cial concepts do not refer to essences. Our concepts do not discern core,
intrinsic properties that are common to all the things to which we might
apply them and that explain the other facets and behavior of those
things. It is certainly possible that none of our social concepts refer
to essences, especially if we define a social concept as one that cannot
be unpacked solely in terms of our bodies, their movements, and their
reactions.

Critics sometimes confuse interpretive theorists’ antiessentialism with
antirealism. In contrast, we would do well to distinguish between prag-
matic, critical, and antirealist forms of antiessentialism. Sometimes anti-
essentialism inspires a pragmatic account of social concepts. In this view,
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social concepts are vague; they capture family resemblances; they are
conventional ways of dividing up continuums rather than terms for dis-
crete chunks of experience. Yet, although pragmatic concepts do not refer
to essences, they do refer to groups of objects, properties, or events. So-
cial factors determine pragmatic concepts because there are innumerable
ways in which we can classify things, and because it is our purposes and
our histories that lead us to adopt some classifications and not others.
Nonetheless, the role of social factors in determining pragmatic concepts
does not mean that these concepts have no basis in the world. To the con-
trary, we might justify adopting the particular pragmatic concepts we do
by arguing that they best serve our purposes, whether these purposes are
descriptive, explanatory, or normative; we might justify a pragmatic con-
cept such as the new public management on the grounds that its content
derives from family resemblances between recent public sector reforms;
we might defend ascribing particular content to concepts such as neo-
liberalism on the grounds that doing so best explains the resemblances
between public sector reforms; and we might adopt a particular concept
of democratic accountability on the grounds that it best captures those
patterns of rule that we should regard as legitimate given our normative
commitments.

Critical constructivism arises when we want to suggest that a concept
is invalid. In such cases, we might argue that the concept is determined by
social factors and that it fails to capture even a group. For example, we
might reject the concept of new public management as unfounded, espe-
cially if it is meant to refer to a global trend. We might argue that differ-
ent states introduced very different reforms with widely varying results,
and we might add that the reforms drew on and resembled each state’s
own traditions of administration far more than they did some common
neoliberal blueprint. In such cases, we dismiss concepts as unfounded
by arguing that there is no fact of the matter—neither an essence nor a
group—that they accurately pick out.

Antirealism consists of a kind of global critical constructivism applied
to all our concepts. While it is unlikely that interpretivists want to adopt
such antirealism, some of them do gesture toward it. At times interpretiv-
ists suggest that the role of prior theories and traditions in constructing
our experiences precludes our taking experiences to reflect a world inde-
pendent of us. They suggest that we have access only to our world (things
as we experience them), not the world as it is (things in themselves), and
they conclude that we have no basis on which to treat our concepts as
true to the world. Most interpretive theorists eschew such antirealism,
however. They take a pragmatic view of the social concepts they think
are valid and a critical view of those they think dominate discourses but
are invalid.
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RETHINKING THE STATE

While the new theories of governance clearly differ considerably from
one another, we should not allow the differences to obscure the extent
to which they mark a collective departure from the concept of the state
associated with developmental historicism. Early political scientists told
narratives about the development of the state in accord with principles
such as nationality, liberty, and community. These principles enabled
them to treat the state as an organic or historical unity or at least a unity
in the making. The concept of the state as a unity was vehemently chal-
lenged by the rise of studies of behavioral topics during and after World
War One. By the time of the behavioral revolution of the 1950s, various
pluralisms were at least as widespread in political science as the older vi-
sion of the unified state. The new theories of governance all offer ways of
thinking about the state as composed of diverse groups, organizations, or
individuals combined in policy networks and acting less for some com-
mon good than for particular interests or in accord with particular norms
and values. In these new theories the state appears less as a formal unity
defined by a constitution, laws, or rules, than as a complex pattern of
networks.

Some theories of governance, notably rational choice theory and much
interpretive theory, stand as overt challenges to developmental histori-
cism and even the modernist empiricism that began to emerge in the first
half of the twentieth century. Other theories of governance, notably the
new institutionalism, are better conceived as attempts to revise the old
view of the state in order to allow for behavioral techniques and top-
ics. Historical institutionalists have adopted thin forms of the behavioral
use of correlations; they are thus prone to treating states as monolithic
entities so that they can search for correlations between a type of state
and some other variable. Sociological institutionalists have made way for
behavioral topics in that they have begun to rethink the state in terms of
diverse organizations characterized by different norms.

The new theories of governance have rethought the state not as a for-
mal unity but as a complex pattern of networks. From this perspective,
they differ in their respective approaches to network theory. A rational
choice approach to policy networks can be found in the work of Re-
nate Mayntz, Scharpf, and their colleagues at the Max-Planck Institut fur
Gesellschaftsforschung.?' Scharpf’s account of policy networks relies on

31 Scharpf, ed., Games in Hierarchies and Networks. Also see R. Mayntz and B. Marin,
eds., Policy Networks: Empirical Evidence and Theoretical Considerations (Frankfurt:
Campus, 1991); and, for a useful overview, T. Borzel, “Organizing Babylon: On the Differ-
ent Conceptions of Policy Networks,” Public Administration 76 (1998): 253-73.
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an actor-centered institutionalism. Networks are institutional settings in
which public and private actors interact. They consist of rules that struc-
ture the opportunities for actors to realize their preferences. Actors adopt
strategies so as to maximize their satisfaction and their resources within
the context of such rules. It is arguable that this rational choice approach
differs from the power dependence one mainly in the extent to which it
uses formal game theory to analyze and explain rule-governed networks.

Several institutionalists adopt a power dependence approach to pol-
icy networks.? They argue that policy networks consist of resource-
dependent organizations. Each of these organizations depends on the
others for resources. They have to exchange resources if they are to
achieve their goals. Each organization in the network deploys its resourc-
es, whether these be financial, political, or informational, to maximize its
influence on outcomes. While one might suggest that the relationships
between the organizations thus resemble a game rooted in trust and regu-
lated by rules, institutionalists typically explain outcomes and variations
between networks by reference not to rational action but to the distribu-
tion of resources and the bargaining skills of participants.

So, just as an amorphous institutionalism can combine with other ap-
proaches such as regulation theory, so the power dependence approach
to network theory can combine not only with rational choice theory but
also with Marxist dialectics.’® The advocates of dialectical approaches
to policy networks oppose the methodological individualism associated
with rational choice. They argue that network structures and the agents
in them have a mutually determining effect on one another. At the micro
level, networks are comprised of strategically calculating subjects whose

32 For the continuing debate between power dependence forms of institutionalism and
rational choice perspectives, see K. Dowding, “Model or Metaphor? A Critical Review
of the Policy Network Approach,” Political Studies 43 (1995): 136-58; D. Marsh and
M. Smith, “Understanding Policy Networks: Towards a Dialectical Approach,” Political
Studies 48 (2000): 4-21; K. Dowding, “There Must Be an End to the Confusion: Policy Net-
works, Intellectual Fatigue, and the Need for Political Science Methods Courses in British
Universities,” Political Studies 49 (2001): 89-105; and D. Marsh and M. Smith, “There is
More Than One Way to Do Political Science: On Different ways to Study Policy Networks,”
Political Studies 49 (2001): 528-41.

33 The amorphousness of these dialectical approaches reflects that of institutionalism
generally straddling as it does Marxism, organizational theory, and various other strands of
midlevel social science, some of which even embrace constructivist or discursive themes. Ex-
amples include J. Benson, “Organizational Dialectics,” Administrative Science Quarterly 22
(1977): 1-22; M. Evans, “Understanding Dialectics in Policy Network Analysis,” Political
Studies 49 (2001): 542-50; C. Hay, “The Tangled Webs We Weave: The Discourse, Strategy,
and Practice of Networking,” in D. Marsh, ed., Comparing Policy Network (Buckingham:
Open University Press, 1998), 3-51; Marsh and Smith, “Understanding Policy Networks”;
and J. McGuire, “A Dialectical Analysis of Interorganizational Networks,” Journal of Man-
agement 14 (1988): 109-24.
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actions shape network characteristics and policy outcomes. However, the
beliefs and interests of these actors are products of the macrolevel nature
of the relevant networks and their contexts. These macrolevel factors are
understood to be ones of power and structure rather than rules of a neu-
tral game.

Interpretive theory shifts our attention to the social construction of
policy networks.’* It eschews the search for generality, correlations, and
models found among the other approaches. Policy networks are seen
as the contingent products of the actions of diverse individuals, where
these individuals may act on very different beliefs and understandings in-
formed by conflicting traditions. At the micro level, interpretive theorists
often explore networks in terms of the behavior of a host of everyday
makers—citizens and street-level bureaucrats as well as politicians, pub-
lic officials, and members of interest groups. At an aggregate level, they
often explain the behavior of clusters of everyday makers by reference to
the discourses, traditions, and dilemmas that inform their webs of belief.

CONCLUSION

The developmental historicism of the nineteenth century has been re-
placed by all kinds of new theories of governance. These new theories
have had implications for the theory and practice of democratic gover-
nance. Most of the rest of this book traces these implications. It draws on
interpretive theory to suggest that the new governance arose in part as a
result of the spread of new discourses, including some of the theories that
have been discussed in this chapter. The next chapter argues that rational
choice theory (inspiring neoliberalism) and the new institutionalism (in-
spiring a reformed social democracy) have had a dramatic impact on the
new governance that they purport to analyze. Parts 2 and 3 examine how
the state responds to the democratic issues raised by the new governance.
The state continues to use the language of representative democracy, and
in Britain of the Westminster model, to try to cope with the new theories
and new worlds of governance. Equally, the state tries to plug the holes
in representative democracy, and in Britain of the Westminster model, by
drawing on rational choice theory and the new institutionalism with their
varying theories of democracy.

34 See Bevir and Richards, eds., Decentring Policy Networks.



CHAPTER FOUR

New Worlds

THE NEW GOVERNANCE is in large part about the rise of new forms of
knowledge or expertise. The last two chapters explored a broader his-
toric shift in knowledge production from developmental historicism to
modernist theories of governance based on formal economic and socio-
logical concepts of rationality. Interpretive social science enables us to see
how these new forms of social science not only analyze the world but also
come to constitute it. So, in this chapter I examine the new worlds that
have not only inspired some of the new theories but also been constituted
in part by them.

The current interest in governance derives primarily from the belief
that reforms of the public sector since the 1980s have created new worlds
of governance. The new governance refers here to the apparent spread of
markets and networks following these reforms. It points to the ways in
which the informal authority of markets and networks increasingly con-
stitutes, supplements, and supplants the formal authority of government.

Recent public sector reform arose in large part from the conviction
among academics and policy makers that the bureaucratic, Keynesian,
welfare state had become unsustainable. Critics of the state argued that
it was being squeezed from above by globalization and from below by
the increasing diversity and complexity of civil society. The state could no
longer cope with an increasingly complicated, fast-changing world. Per-
haps the large, centrally controlled bureaucracies of the postwar era were
once apt, or perhaps they have always been problematic. Either way, the
critics agreed that the world was changing quickly, and the state, unable
to get out of its own way, could not keep up with the pace. The state was
too big, and too many demands were being placed on it. Worse still, it
was so weighed down by its own bureaucratic bulk that it could not even
adapt to the new era. It was, in a word, overloaded.

The perceived crisis of the state led to attempts to reform the public
sector. These reforms have generally come in two successive waves. The
first wave of reforms drew on neoliberalism and rational choice theory,
and in Britain it is associated with Thatcherism. The relevant reforms
aimed to make the public sector more like the private one, and even to
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take certain functions entirely out of the public sector. The second wave
of reforms was partly a response to the apparent failings of the first. It
often drew on institutionalism and related forms of social science, and in
Britain it is associated with New Labour. The reforms emphasized net-
works and partnerships, giving the state a more managerial or directive
role in relation to nonstate organizations.

Neoliberals often imply that their reforms are the single best option for
all states at all times.! The same might be said more recently about some
advocates of partnerships and networks. Moreover, studies of both waves
of reform can imply, albeit unwittingly, that change has been ubiquitous.
It is worth emphasizing at the outset, therefore, the variety and limits of
both waves of reform.

Public sector reform varies from state to state. The neoliberal reforms
are associated primarily with Britain and the United States but also with
Australia and New Zealand. While many other Western states introduced
similar reforms, they did so only selectively, and when they did introduce
a particular reform, its content and implementation were often modified
in accord with the traditions of the relevant state.? Typically, developing
and transitional states adopted similar reforms only under pressure from
corporations, other states, and international organizations.

Public sector reform also varies inside any given state across policy sec-
tors and policy tasks.? For example, even in Britain and the United States,
there have been perilously few attempts to introduce performance-related
pay or outsourcing into those higher levels of the administration that are
responsible for providing policy advice.

The varied extent of public sector reform should make us wary of
overstating the transformation of governance. No doubt there have been
extensive and important reforms. However, bureaucratic hierarchies still
perform most government functions in most states and in most local,
regional, and international bodies.*

I will return to the question of the extent of the transformation later in
this chapter when I decenter the governance narrative. To begin, however,
this chapter discusses the two waves of public sector reform. Even today

! E.g., C. Hood, “A Public Management for All Seasons,” Public Administration 69
(1991): 3-19.

2 See Bevir, Rhodes, and Weller, eds., Traditions of Governance; and C. Pollitt and
G. Bouckaert, Public Management Reform: A Comparative Analysis (Oxford: Oxford Uni-
versity Press, 2000).

3 See G. Boyne et al., Evaluating Public Management Reform: Principles and Practice
(Buckingham: Open University Press, 2003).

4 Compare C. Hill and L. Lynn, “Is Hierarchical Governance in Decline? Evidence from
Empirical Research,” Journal of Public Administration Research and Theory 15 (2005):
173-96.
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these reforms remain as controversial as ever. Policy makers and com-
mentators continue to debate the merits of various programs of reform.
Some argue that the crisis of the state was not as dire as supposed. Some
argue that the effects of the reforms are negligible. Others argue that
the reforms have actually made matters worse. Furthermore, all these
debates about the reforms and their effects are of worldwide importance,
for even if the original impetus for public sector reform came from neo-
liberals and others in developed states, the ideas behind the reforms have
had a dramatic impact on aid policies. Donors have made aid dependent
on public sector reforms being enacted in recipient states. Donors have
prescribed to developing states’ reforms based on the ideas and values of
developed states. Yet, some commentators not only debate the merits of
the reforms in general, they argue that they are particularly ill suited to
the circumstances of developing states.’

FirsT-WAVE REFORMS

The first wave of public sector reforms sought to remove some state func-
tions entirely, open others to competition, and introduce private man-
agement techniques to the public sector. The reforms consisted mainly
of overlapping emphases on new public management, marketization,
and privatization. They were pioneered by neoliberal regimes such as
the Thatcher governments in Britain and the Reagan administrations in
the United States.® Later the reforms spread through much of Europe—
though France, Germany, and Spain are often seen as remaining largely
untouched by the movement—and to developing and transitional states.
In developed states, much of the impetus toward NPM originated in fiscal
crises. Talk of the overloaded state arose as oil crises cut state revenues
and as the expansion of welfare services made state expenditure an in-
creasing proportion of gross national product. In developing and transi-
tional states, the impetus for NPM lay more in external pressures, most
notably those associated with structural adjustment programs.

5 For a warning by someone broadly supportive of the ideas behind the reforms, see
A. Schick, “Why Most Developing Countries Should Not Try New Zealand’s Reforms,”
World Bank Research Observer 13 (1998): 123-31.

¢ For a more complex account of the rise of neoliberalism that still ultimately emphasizes
intellectuals, policy wonks, and politicians in Britain and the United States, see D. Harvey, A
Brief History of Neoliberalism (Oxford: Oxford University Press, 2005), esp. chaps. 2 and
3. On public sector reform, see D. Savoie, Thatcher, Reagan, Mulroney: In Search of a New
Bureaucracy (Pittsburgh: Pittsburgh University Press, 1995); and on NPM in particular, also
see G. Gruening, “Origin and Theoretical Basis of the New Public Management,” Interna-
tional Public Management Review 4 (2001): 1-25.
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Sources

The first wave of reforms drew on public dissatisfaction with bureau-
cracy, and also on neoliberalism and rational choice theory, both of
which explained and legitimated this dissatisfaction. Neoliberals com-
pared the state’s top-down, hierarchical mode of organization with the
decentralized, competitive structure of the market. They argued that
the market was superior. They concluded that when possible markets or
quasi-markets should replace the bureaucratic paradigm of public ad-
ministration. A quest for efficiency led them to call on the state to transfer
organizations and activities to the private sector. Organizations could be
transferred by privatization, that is, the transfer of state assets to the
private sector through flotations or management buyouts. Activities
could be transferred by means of contracting out: the state could pay a
private sector organization to undertake tasks on its behalf.

It is perfectly rational to believe in the efficiency of market mechanisms
and to deny that private sector organizations embody good management
practices, but this was not the position of neoliberals. Most neoliber-
als were more than ready to combine their faith in markets with a faith
that the discipline of the market must somehow validate the management
practices of the private sector. They redefined public officials as managers
or service providers, and they redefined citizens as consumers or service
users. The result was a startling array of trends and fads intended to
make providers more responsive to their customers.

Formal analyses based on rational choice sometimes lurk behind the
neoliberal reforms of the public sector. Some social scientists suggest that
there is an inherent tension between the demand that public agencies be
efficient, which requires them to be strong and decisive, and the demand
that they be accountable, which requires them to be subordinated and
rule-bound.” If public agencies are to be efficient, they need the latitude
to act on their own, but if they are to be accountable, they must be kept
on a tight leash.

At a more general level, the tension between efficiency and accountabil-
ity appears in the problem of delegating decision making from a principal
to an agent. Economists first developed principal-agent theory to analyze
this problem of delegated discretion as it appears in the private sector.®

7 E.g., E Fukuyama, State-Building: Governance and World Order in the 21st Century
(Ithaca: Cornell University Press, 2004), 1-4.

$ Many of the issues of corporate governance arise from the separation of control and
ownership, and insofar as this separation is more prominent in Britain and the United
States than elsewhere, the literature on corporate governance is rooted in British and
American capitalism. A pioneering study of this separation was A. Berle and G. Means,
The Modern Corporation and Private Property (New York: Macmillan, 1993). Over-
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Typically economists allowed that the transaction costs of administering
a large organization require that principals (normally the shareholders)
delegate decision making to agents (normally the professional managers
in corporations). Yet the microlevel assumptions of neoclassical econom-
ics and rational choice theory imply that organizations are just collec-
tions of individuals, each of whom pursues his or her own benefit rather
than those of the organization as whole. Thus, the delegation of decision
making is risky: the agents may act on their own interests, which may
not be those of the principals. Economists tried to minimize this risk by
devising incentives and market mechanisms that align the interests of the
agents with those of the principals.

The first wave of public sector reforms arose in part from the applica-
tion of the principal-agent problem to public administration. In the pub-
lic sector, the principals are the voters and their elected representatives
while the agents are public officials.” Just as the basic problem of private
sector corporations was to ensure that the managers acted on behalf of
the shareholders, so the basic problem of public administration appeared
to be to ensure that public officials work on behalf of citizens. Neoliber-
als sought to reform the public sector by extending to it the incentives
and market mechanisms that economists had devised to bring the inter-
ests of agents into alignment with those of their principals.

So, in the last quarter of the twentieth century, popular and neoliberal
narratives combined with more formal analyses to produce a paradigm
shift. The new paradigm denounced bureaucracy and public officials and
championed markets and entrepreneurs. It turned away from what was
now derided as big government, bloated bureaucracy, and uniform solu-
tions, and toward a private sector that was now lauded as competitive,
efficient, and flexible. This paradigm shift was also one away from in-

views of the economic literature on principal-agent theory include K. Eisenhardt, “Agency
Theory: An Assessment and Review,” Academy of Management Review 14 (1989): 57-74;and
J. Stiglitz, “Principal and Agent,” in J. Eatwell, M. Milgate, and P. Newman, eds., The New
Palgrave: Allocation, Information, and Markets (London: Macmillan, 1989), 241-53. For
an emphasis on recent developments and future prospects, see Sappington, “Incentives in
Principal-Agent Relationships.”

® Much of the literature focuses on the relationship of Congress to the bureaucracy in
the United States. See, for example, R. Kiewiet and M. McCubbins, The Logic of Delega-
tion: Congressional Parties and the Appropriations Process (Chicago: University of Chicago
Press, 1991). For studies of the issues as they apply to internal bureaucratic structures
and to elections and representations, see respectively, G. Miller, Managerial Dilemmas:
The Political Economy of Hierarchy (Cambridge: Cambridge University Press, 1992); and
J. Fearon, “Electoral Accountability and the Control of Politicians: Selecting Good Types
versus Sanctioning Poor Performance,” in A. Przeworski, S. Stokes, and B. Manin, eds.,
Democracy, Accountability, and Representation (New York: Cambridge University Press,
1999), 55-97.
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stitutional definitions of good government, which emphasized clear-cut
divisions of responsibility set in a context of hierarchical relationships,
toward new definitions of efficient processes defined in terms of service
delivery and outputs with an attendant emphasis on transparency, user-
friendliness, and incentive structures.

Content

The neoliberal reforms had two main strands: marketization and NPM.

Marketization. The most extreme form of marketization is privatiza-
tion, the transfer of assets from the state to the private sector.'” Thereafter
the state takes little or no responsibility for providing the relevant goods
or services to citizens, businesses, or other state agencies. The practice of
privatization first arose in Britain. Later it spread elsewhere, notably the
formerly communist countries of the Soviet bloc where it was promoted
by neoliberal advisers sent over from Britain and especially the United
States. Some state-owned industries were floated on stock exchanges.
Others were sold to their employees through, for example, management
buyouts. Yet others were sold to individual companies or consortiums.
Industries subject to dramatic privatizations included telecommunica-
tions, railways, electricity, gas, water, and waste services. Smaller priva-
tizations often involved local governments as well as central states; they
covered assets such as hotels, parking facilities, and convention centers.

Where privatization was deemed inappropriate, neoliberals advocated
other forms of marketization. These other forms remain far more com-
mon than privatization. Typically they introduce incentive structures into
public-service provision by means of quasi-markets and consumer choice.
Marketization aims to make public services more efficient and more ac-
countable to consumers by giving the latter greater choice of service pro-
vider. Prominent examples of marketization include contracting out, in-
ternal markets, management contracts, and market testing.

e Contracting out (also known as outsourcing) involves the state
contracting a private organization on a competitive basis to
provide a service. The private organization may be for-profit or
nonprofit—it is sometimes a company hastily formed by those
who previously had provided the service as public sector
employees.

10 Privatization is even used to refer to marketization in J. Donahue, The Privatization
Decision: Public Ends, Private Means (New York: Basic Books, 1989). On privatization in
my sense of the term see, W. Megginson and ]. Netter, “From State to Market: A Survey
of Empirical Studies of Privatization,” Journal of Economic Literature 39 (2001): 321-89.
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¢ Internal markets arise when government agencies are able to pur-
chase support services from several in-house providers or outside
suppliers who in turn operate as independent business units who
are thus in competition with one another.

e Management contracts involve the operation of a facility—such as
an airport or convention center—being handed over to a private
company in accord with specific contractual arrangements.

e Market testing (also known as managed competition) occurs
when the arrangements governing the provision of a service are
decided by means of bidding in comparison with private sector
competitors.

Marketization transfers the delivery of services to autonomous or
semiautonomous agencies. Advocates of marketization make several ar-
guments in favor of these agencies. They argue that service providers can
now concentrate on the efficient delivery of quality services without hav-
ing to evaluate alternative policies. They argue that the policy makers
can be more focused and adventurous since they need not worry about
the existing service providers. And they argue that when the state has a
hands-off relationship with a service provider, it has more opportunities
to introduce performance incentives.

New public management. Outsourcing acted as one route by which
private sector norms spread through the public sector; for even when the
professed justification of partnerships is that both the private and public
sector benefit from them, the reality is that public sector actors are meant
to act more like private sector ones, not vice versa. NPM may be defined
as a series of deliberate attempts to reform public sector management in
accord with private sector techniques.'' NPM encourages public sector
organizations to think of themselves as more like private sector organiza-
tions, and to adopt managerial and budgetary practices from private sec-
tor organizations. It aims to shift attention from procedures and formal
processes to measures of outputs.

When neoliberals promote measures of outputs, they are often inspired
by the role of profits in the private sector. They suggest that the graded,
quantifiable nature of profit makes it an excellent yardstick against which
to measure performance and so guide future decisions. Of course, critics
argue that the aims of the public sector are not amenable to quantifica-
tion and measurement. Yet, advocates of NPM devise forms of measure-

I For practitioners’ perspectives, see M. Holmes and D. Shand, “Management Reform:
Some Practitioner Perspectives on the Past Ten Years,” Governance 8 (1995): 551-78; and
J. Kamensky, “Role of the ‘Reinventing Government’ Movement in Federal Management
Reform,” Public Administration Review 56 (1996): 247-55.
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ment that they think apply to the public sector—measurements that can
be used to set and monitor performance targets for public officials. They
thus support the use in the public sector of “best practices” from the pri-
vate sector with respect to financial management, human resources, and
decision making.

NPM consists largely of attempts to foster styles of public manage-
ment that are oriented toward performance measures and so value for
money and closeness to the customer—all of which are typically tied to
budgetary reforms. As such, NPM responds to a general concern with
achieving effective management in the public sector. But there is no
substantial agreement on what constitutes effective management. On
the contrary, the innocent observer discovers a bewildering number of
concepts of good management, each of which has its own acronym.
Management by results (MBR) relies on past results as indicators of
future results. Management by objectives (MBO) emphasizes the role
of clearly stated objectives for individual managers. Total quality
management (TQM) is a more participatory approach that emphasizes
an awareness of quality in all organizational processes. Most of these
management practices make at least some use of performance measures
to audit inputs and outputs and then to relate them to financial bud-
gets. Yet performance measurements also vary widely; there is disagree-
ment about the goals of performance as well as how to measure results
properly.

Generally NPM refers not only to new managerial practices and per-
formance measures but also to aspects of marketization. Relevant charac-
teristics of NPM include fragmentation, an output orientation, increased
competition, and customerization. While these characteristics often arise
from marketization, they also bring private sector norms and practices
into the public sector. Fragmentation involves separating policy deci-
sions from the implementation of policies. It provides managers with the
freedom to manage. Public sector managers are to be set free from the
constraints of bureaucratic rules and regulations so that they can be en-
trepreneurial and adventurous. The orientation toward outputs involves
attempts to identify relationships between resources and outputs, and
also efforts to use resources more efficiently to ensure quality outputs.
Competition arises from the creation of internal markets within an or-
ganization or between organizations. These internal markets are meant
to subject the public sector to the competitive pressures associated with
the private sector, thereby eliminating or at least reducing inefficien-
cies. Finally, customerization consists of a greater responsiveness to the
demands of service users. Advocates of NPM often suggest that public
officials have been too focused on bureaucratic relationships and rules.
Competitive pressures and an output orientation are meant to ensure
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that public sector managers use their newfound managerial freedom to
respond to their customers.

It is arguable that two different ideas inspire NPM.'? One is to give
managers more discretion by freeing them from bureaucratic constraints.
The other is to direct managers to certain concerns and decisions by sub-
jecting them to the discipline of the market. According to those who want
to let managers manage, public officials are good people made to work in
bad systems. The shortcomings of the state derive from its bureaucratic
structure rather than the inadequacies or self-interestedness of public of-
ficials. Public officials possess the skills, knowledge, and experience they
need. It is the rigidity of their institutional settings that constrains them,
requiring public officials to defer to norms and procedures rather than
use their own discretion to respond to circumstances. Hence the call to let
managers manage. The state should reduce the constraints of regulation
s0 as to give public officials the freedom to use their discretion to identify
and pursue social goods.

According to those who want to make managers manage, public of-
ficials are all too likely to pursue their self-interest unless the right set
of incentives brings these interests into line with those of the general
public. In this view, public sector agencies are often monopolies or
quasi-monopolies insulated from competitive pressures, and the absence
of competitive pressures means that the self-interest of public officials
does not include the efficient delivery of services. Public officials have few
incentives to improve performance or even to give much attention to the
efficient use of their budgets. Hence the call to make managers manage.
The state should introduce competitive pressures so as to compel manag-
ers to deliver better services at lower costs. It should introduce the kinds
of incentives that markets provide and thus give officials an interest in
cost effectiveness. In particular, the state should tie pay to performance
and specify objectives for agencies and particular managers even as it
gives these managers greater latitude over how they choose to improve
their performance and meet their objectives.

Evaluation

The success of the neoliberal reforms is unclear and remains the source
of considerable debate.'> The most positive evaluations imply that the

12 Compare D. Kettl, “The Global Revolution in Public Management: Driving Themes,
Missing Links,” Journal of Policy Analysis and Management 16 (1997): 446-62; and
L. Terry, “Administrative Leadership, Neo-Managerialism, and the Public Management
Movement,” Public Administration Review 58 (1998): 194-20.

13 Consider, for example, the diverse views found in K. McLaughlin, S. Osborne, and
E. Ferlie, eds., New Public Management: Current Trends and Future Prospects (London:
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reforms will bring (or even have brought) the benefits that they were
meant to, including a more dynamic, efficient, and entrepreneurial public
sector providing better services for less money. Yet, few people now be-
lieve that the reforms proved to be the panacea that they were supposed
to be. Studies suggest that NPM generates at best about a 3 percent an-
nual saving on running costs, a modest amount, especially in light of
the fact that running costs are typically a relatively small component of
total program costs. Even neoliberals often acknowledge that most sav-
ings derive from privatization, not reforms in public sector organizations.
The success of both marketization and NPM also appears to have varied
considerably with contextual factors. For example, many developing and
transitional states often found the reforms counterproductive since they
lacked a stable framework built on historical experience of credible poli-
cies, predictable resources, and a public service ethic.' It is interesting to
reflect that in this respect privatization and NPM appear to have required
the existence of aspects of just the kind of public service bureaucracy that
they tried to supplant.

Negative evaluations of the neoliberal reforms tend to emphasize their
role in creating or exacerbating problems such as fragmentation of ser-
vice delivery, lack of central control over the policy process, weak and
obscure lines of accountability, and loss of an ethic of public service.

One complaint is that public sector reform aggravated institutional
fragmentation. Services are often delivered now by a combination of
local government, special-purpose bodies, the voluntary sector, and the
private sector. Critics point to an absence of links between organizations.
In their view, outsourcing fails to establish proper sustained relationships
between state actors and their private sector partners. The worry is that
departments of state and their associated agencies are becoming almost
wholly unconnected elements. There are no proper mechanisms for en-
suring policy coordination.

A similar complaint addresses the decline of the ability of the state to
steer other organizations. Public sector reform undermined the strategic

Routledge, 2002); and, for more firmly comparative perspectives, B. Peters and J. Pierre,
eds., Politicians, Bureaucrats, and Administrative Reform (London: Routledge, 2001).
New Zealand stands out, at least among English-speaking states, in having commissioned
and published an official, independent evaluation. See A. Schick, The Spirit of Reform:
Managing the New Zealand State Sector in a Time of Change, a report prepared for
the State Services Commission and the Treasury (Wellington: State Services Commission,
1996).

14 Compare the mea culpa of B. Black, K. Reinier, and A. Tarassova, “Russian Priva-
tization and Corporate Governance: What Went Wrong?,” Ekonomski Anali 44 (2000):
29-117. Also see J. Nellis, Time to Rethink Privatization in Transition Economies?, Inter-
national Finance Corporation Discussion Paper no. 38; and the less formal strictures of
Fukuyama, State-Building.
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capacity of the center. Critics argue that many agencies now work in a
policy vacuum. The role of the central state has been restricted to crisis
management. When the center does try to exercise some kind of control,
it is all too likely to find that it has rubber levers—pulling the lever does
not lead to anything happening at the other end.

Many commentators are less concerned with issues of capacity or
effectiveness than with the way the reforms measure up against civic
values. One complaint is that the reforms hand aspects of public policy
over to agencies and private sector organizations that are at best only
minimally accountable to elected politicians and so to the public. Critics
argue that public sector managers are now accountable to performance
measures but not to senior administrators and their political masters. At
the very least, there has been a shift in the nature of accountability: public
sector managers are perhaps more responsive to the particular citizens
who use their services and less to the politicians who represent the public
as a whole.

A similar complaint is that the attempts to make public sector man-
agers behave like private ones undermines the ethic of public service.
Some commentators argue that the public sector needs to be insulated
from competitive pressure precisely so that public officials can concen-
trate on long-term public goods when making decisions. The reforms
encourage them to concentrate instead on short-term, measurable out-
comes. Worse still, the result could be that problems of inequity and
corruption become more widespread than at present. Too great an em-
phasis on efficiency ignores the fact that whereas private sector manag-
ers pursue profit, public officials have to make decisions about compli-
cated trade-offs between competing values of which profit or efficiency
is only one.

SECOND-WAVE REFORMS

Discussions of the new governance often highlight NPM. But public sec-
tor reform is a continuous process. Indeed the managerial reforms have
often given way to a second wave of reforms that are focused on in-
stitutional arrangements (especially networks and partnerships) and ad-
ministrative values (including public service and social inclusion). This
second wave of reform includes a number of overlapping trends that are
brought together under labels such as “joined-up governance,” “one-stop
government,” “service integration,” “whole-of-government,” and “Akti-
vierender Staat” (activating state). Some commentators even describe this
second wave in contrast to NPM as a “governance approach” or “new
governance.”

» <«
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Sources

Several reasons lay behind the changing nature of public sector reform.
One is the shifting tide of intellectual and political fortunes. The fortunes
of neoliberalism and rational choice have ebbed, while those of reform-
ist social democrats and network theory have flowed. The rise of New
Labour in Britain is one obvious example of this tide. A second reason is
a growing sensitivity to a new set of problems, including terrorism, the
environment, asylum seekers, aging populations, and the digital divide.
Many of these problems have more to do with collective goods such as
security and equity than they do with efficiency. They have led people to
turn back to the state.

Arguably the main reason for the changing content of public sector
reform lies in the unintended consequences of the earlier managerial re-
forms." Observers emphasized that NPM had led to a fragmentation
of the public sector: because public services were delivered by networks
composed of a number of different organizations, there was a new need
to coordinate and manage networks. Social scientists inspired by insti-
tutionalism and other alternatives to rational choice theory were often
highly critical of the first wave of public sector reforms. The critics ar-
gued that the reforms had exacerbated problems of coordination and
steering. They promoted networks and partnerships as tools with which
the state could help to establish joined-up government and manage other
organizations in the policy process.

While the second wave of reforms was an attempt to solve problems
associated with marketization and NPM, it did not attempt to turn back
the clock. The new networks and partnerships were not meant to re-
create the kind of hierarchic bureaucratic structures against which the
neoliberals had railed. On the contrary, advocates of the second wave of
public sector reforms typically saw networks and partnerships as ways
of solving both the problems created by the first wave of reforms and
the problems those earlier reforms had been intended to address. In this
sense, networks and partnerships might be described as attempts to pre-
serve the legacy of the earlier reforms while building state capacity and
oversight. Some commentators even argued that although the first wave
of reforms was supposed to create markets, it had actually led to a mas-
sive proliferation of networks. Typically they then suggested that these
networks were superior to markets, but that the state badly needed to
devise and enact new strategies for managing them.

15 For a recent appeal to the unintended consequences of the reforms as a basis for ad-
vancing science and expertise, rather than rethinking the roles of expertise and democracy,
see C. Hood and G. Peters, “The Middle Aging of New Public Management: Into the Age
of Paradox?,” Journal of Public Administration Research and Theory 14 (2004): 267-82.
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Advocates of networks distinguish them from both the markets that
were so praised by neoliberals and the hierarchies that they associate
with the bureaucracies that predated the first wave of reforms.'® Some-
times they acknowledge that hierarchies may make it easier to tackle
many problems: hierarchies can divide problems into smaller, more man-
ageable tasks, each of which can be performed by a specialized unit or
individual. However, they then add, this approach to problems works
only if the problems can be split up into smaller tasks. Today, they con-
clude, policy makers increasingly confront “wicked problems” that are
not amenable to division and specialization, and to solve these problems
requires networks.

Like so many ideas informing the second wave of reforms, the concept
of a “wicked problem” arose as part of an amorphous midrange social
science that linked institutionalism, organization theory, and functional-
ism. Reformist governments then picked up and adopted these amor-
phous theories to counter the ideas and policies of rational choice and
neoliberalism.'” Wicked problems are generally defined in terms such as
these: a problem of more or less unique nature; the lack of any defini-
tive formulation of such a problem; the existence of multiple explana-
tions for it; the absence of a test to decide the value of any response to
it; all responses to it being better or worse rather than true or false; and
each response to it has important consequences such that there is no real
chance to learn by trial and error. Typically these features strongly imply
that wicked problems are interrelated. For example, a particular wicked
problem might be explained in terms of its relationship to others, or any
response to it might impact others. Classic examples of wicked problems
include pressing issues of governance such as security, environment, and
urban blight. Yet other contemporary policy issues—housing, economic
development, and welfare—also appear too complex to be divided into
neat parts that might then be handed over to distinct bureaucratic units.

The growing popularity of partnerships is a response to the per-
ceived effects of the first wave of public sector reforms. The neoliberal

16 These distinctions have spread from sociological and organizational theory to pub-
lic administration. See, respectively, W. Powell, “Neither Market nor Hierarchy: Network
Forms of Organization,” Research in Organizational Behaviour 12 (1990): 295-336; and
L. O’Toole, “Treating Networks Seriously: Practical and Research-Based Agendas in Public
Administration,” Public Administration Review 57 (1997): 45-52.

17 See, originally, H. Rittel and M. Webber, “Dilemmas in a General Theory of Planning,”
Policy Sciences 4 (1973): 155-69; more recently, J. Conklin, Dialogue Mapping: Build-
ing Shared Understanding of Wicked Problems (Chichester: Wiley, 2006); for governance
and policy, G. Paquet, Governance through Social Learning (Ottawa: University of Ottawa
Press, 1999); and for government policy Australian Public Service Commission, Tackling
Wicked Problems: A Public Policy Perspective, 2007.
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reforms created networks, but they did not provide public sector man-
agers with the capacity or the skills to manage these networks and ad-
dress wicked problems. The state confronts a growing number of cross-
jurisdictional challenges and a declining ability to respond to them. The
drive toward joined-up government and partnerships attempts to address
this situation.'® As the Australian government writes, wicked problems
“require broader, more collaborative and innovative approaches,” for
they “highlight the fundamental importance of . . . working across organ-
isational boundaries both within and outside the APS [Australian Public
Service].”?

In more general terms, whereas privatization and even outsourcing in-
volved the retreat of the state from a particular activity, partnerships are
meant to allow the state to work alongside private sector firms while
retaining oversight of them. These partnerships arose in particular when
problems lay beyond the reach of any single agency and thus could be
dealt with only if agencies banded together in mutually beneficial ways.
Again, the first wave of reforms fragmented the state: they broke up the
hierarchies of the welfare state, dividing them into smaller units and mov-
ing some functions entirely outside the public sector. The diverse actors
created by this process then tried to regroup in various ways so as to ad-
dress shared problems. They searched for shared agendas and new links
with one another. Community groups, private firms, and new govern-
mental agencies all had to be integrated into a coherent policy process.
The result was the rise of all kinds of networks and partnerships based
on common agendas.

Content

The second wave of reforms consists largely of attempts to foster joined-
up networks and public-private partnerships.

Joined-up networks. The main thrust of the second wave of reforms
has been to improve coordination across agencies. Joined-up governance
promotes horizontal and vertical coordination between the organiza-
tions involved in an aspect of public policy. Although the boundary
between policymaking and policy implementation is blurred, joined-up
approaches have a different look in each case. Joined-up policymaking
characteristically seeks to bring together all agencies involved in address-

8 Compare V. Lowndes and C. Skelcher, “The Dynamics of Multi-Organisational
Partnerships: An Analysis of Changing Modes of Governance,” Public Administration 76
(1998): 313-33.

¥ Australian Public Service Commission, Tackling Wicked Problems, iii.
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ing a wicked problem such as juvenile crime or rural poverty. Joined-up
policy implementation characteristically seeks to coordinate the activities
of agencies involved in delivering services in order to simplify them for
citizens: an example is one-stop shops at which the unemployed can ac-
cess their benefits, training, and job information. In both cases, joined-up
governance draws on the idea that networks can coordinate the actions
of a range of actors and organizations. Advocates of the reforms suggest
that in many circumstances networks will offer a superior mode of coor-
dination to both hierarchies and markets. In this view, networks combine
an enabling or facilitative leadership with greater flexibility, creativity,
inclusiveness, and commitment. Joined-up governance is thus as much
about fostering networks as managing them.

Partnerships. Partnerships can be between public, private, and vol-
untary bodies, as well as between different levels of government or dif-
ferent state agencies. In many states, the emphasis of partnerships has
shifted from competitive tendering and outsourcing to the public sector
building and maintaining long-term relationships based on trust as well
as contracts with suppliers, users, and other stakeholders. Public-private
partnerships are the most prominent part of this shift. They are meant to
promote a shared commitment and degree of cooperation that surpasses
the specifications of a formal contract.

Not surprisingly, partnerships have been subject to much criticism. On
the one hand, some critics accuse partnerships of being barely disguised
forms of NPM and outsourcing, and thus of obscuring accountability
relationships and weakening public oversight of decision-making pro-
cesses. On the other hand, neoliberal advocates of the first wave of re-
forms complain that long-term partnerships erode proper competition
among potential service providers.

Despite these criticisms, partnerships continue to flourish.?’ No doubt
they flourish in part because they ease the burden of capital investment
on the public sector and they reduce risks of development for the private
sector. Yet, their advocates argue that they also flourish because they are
highly effective: they combine the best features of markets, including flex-
ibility and efficiency, with those of hierarchies, including stability and
the ability to concentrate on long-term issues. Partnerships are thus said
to overcome the problems now associated with NPM and outsourcing.
Their advocates claim that they offer the benefits of stable long-term re-
lationships and genuine cooperation in contrast to the short-term focus

20 For a discussion of the continuing appeal of partnerships in the face of these criti-
cisms, see T. Bovaird, “Public-Private Partnerships: From Contested Concept to Prevalent
Practice,” International Review of Administrative Sciences 70 (2004): 199-215.
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on immediate profits that is often associated with contracting out. Some
commentators argue that the private sector is marred by an endemic
short-termism: competition and the need to make an immediate profit
lead companies to neglect long-term investment and stability. This argu-
ment suggests that there are some advantages to the public sector being
comparatively sheltered from competition. State agencies can concentrate
on building collaborative relationships that will provide the long-term
advantages associated with stability, trust, and collaboration. Partner-
ships offer relationships in which success is seen in shared terms.

Evaluation

As attempts to foster “joined-up governance” and “whole of govern-
ment” approaches to address “wicked problems” are barely a decade old,
it is perhaps a bit early to comment specifically on the consequences of
this second wave of reforms. Even if one allows that states have long been
concerned to manage networks and secure coordination across agencies
and departments, the conscious adoption of new theories (and perhaps a
new agenda) of networks and partnerships is only just beginning to take
effect. Criticisms of the consequences of the second wave reforms are
thus often couched as skepticism toward their probable impact.

Some skeptics argue that little has changed, or at least that the only
changes have been rhetorical. They point to the fact that states have long
been concerned to manage policy networks and to secure coordination
across agencies and departments. They imply that the state does not face
new problems in the way so many reformers suggest. They argue to the
contrary that the main problems of today are ones that have long affected
organized political life—the need to balance efficiency, fairness, and de-
mocracy, and the need to communicate and coordinate with diverse or-
ganizations. The state is still doing much the same things as it always has
done. Reformers just describe those things in new ways.

Another group of skeptics argues that the public sector is too complex
for actors to be able to predict let alone control outcomes. They suggest
that this complexity means that all reforms are shots in the dark. All
reforms and all modes of governance generate unintended consequen-
ces that then undermine those reforms. All governance fails, they insist.
Many of these skeptics then urge humility in the face of complexity.!
Even if organizational and management theories appear to provide novel
insights and lay out new directions for reform, we should not delude
ourselves that they are a panacea for all ills.

2 E.g., Jessop, “Governance and Meta-governance.”
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Yet another group of skeptics argues that the special nature of the
public sector renders inappropriate all attempts to tie it to goals, man-
agement techniques, and partners from the private sector. Whereas the
private sector has clear measures of efficiency and profitability, there are
no appropriate measures for the outputs expected from the public sector.
It is important to distinguish here between measurements of outputs and
outcomes. Output measurements look only at the organization in ques-
tion and its specific production. Outcome measurements look at how the
organization interacts with its social and institutional environment. Typ-
ically citizens want outcomes, not outputs, from the state. Yet, outcomes
are much harder to measure, and they often depend on factors outside
the control of state actors in a way that means measures of them are not
always good indicators of an actor’s performance.

A final group of skeptics argues that public-private partnerships are
likely to be of more benefit to private actors than public ones. In their
view, state actors are rarely able to negotiate favorable terms with private
sector ones since state actors generally lack the experience, competitive
instincts, and flexibility of private companies. According to these skep-
tics, partnerships benefit all the participants only if there is an equal dis-
tribution of power among them. In public-private partnerships, the ethos
and resources of the private firm and the current squeeze on the public
sector preclude such equality.

THE GOVERNANCE NARRATIVE

The two waves of public sector reform created new worlds of gover-
nance. To some extent the new theories of governance have thus made
new worlds in their own images, for rational choice theory was one in-
spiration for the first wave of reforms and the new instititutionalism was
one inspiration for the second wave. Equally, the rise of the new worlds
of governance contributed to the development of new theories of the
state. The new theories and new worlds coalesce in a governance narra-
tive. The governance narrative is especially controversial when applied
to Britain, where it stands in such sharp contrast to the older Westmin-
ster model. Perhaps the new governance appears more shocking to those
stuck with an image of a unitary state and parliamentary sovereignty
than to those well used to federal and plural polities. Nonetheless, the
governance narrative is new to us all. It describes a shift from a hierarchic
state to governance in and by networks. It tells of the rise of a differenti-
ated polity characterized by a core executive operating in and through a
proliferating number of policy networks.
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Differentiated Polity

A differentiated polity consists of various interdependent governments,
departments, and agencies. Governance occurs through a maze of institu-
tions and a complex pattern of decentralized functions. There is limited
political integration and administrative standardization. Indeed, gover-
nance is fragmented among organizations that cover different territories
and deliver different functions. It occurs in and through networks com-
posed of departments, agencies, and other social and political actors. The
relevant organizations are interdependent, since each relies on coopera-
tive exchanges with the others to secure its agenda. The networks them-
selves are often self-organizing, and they have at least some autonomy
from the center.

The differentiated polity stands in sharp contrast to a unitary state.
A unitary state is characterized by the presence of an identifiable polity
that has clear boundaries within which law is formed by a sovereign will.
In contrast, a differentiated polity has fuzzy boundaries within which
power and authority flow downward, upward, and outward. The new
governance arose in part as these flows of power increased as a result of
globalization and contracting out.

The contrast between a differentiated polity and a unitary state is es-
pecially important for the Anglo-governance school.??> The Westminster
model foregrounds parliamentary sovereignty, cabinet government, exec-
utive authority, and a neutral civil service. The Anglo-governance school
counters this view with one of a differentiated polity. In their view, central
government is just one of several public, voluntary, and private actors
involved in the policy process. Even if the center has a preeminent place
in networks, it rarely can dictate and control policy. Rather, the center
attempts to steer and regulate networks by means of financial co