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INTRODUCTION

The (New) Public Governance: a suitable
case for treatment?’

Stephen P. Osborne

Introduction

More than a decade has passed since the publication of Christopher Hood’s
influential piece that codified the nature of the New Public Management (NPM)
paradigm (Hood 1991). At that time it seemed likely, certainly within the
Anglo-American research community, that this paradigm would sweep
all before it in its triumphal recasting of the nature of our discipline — in
theory and in practice. A hundred-odd years of the hegemony of Public
Administration (PA) in the public sphere seemingly counted for nothing in
this momentous shift. Since then, though, the debate on the impact of the
NPM upon the discipline, and indeed about whether it is a paradigm at all
(Gow and Dufour 2000), has become more contested.’

This introductory chapter is intended to move this debate forward. It con-
siders, somewhat provocatively, that the NPM has actually been a transitory
stage in the evolution from traditional Public Administration to what is here
called the New Public Governance.> A note upon terminology is important
here. The term “public policy implementation and public services delivery”
is used here to denote the overall field of the design and implementation
of public policy and the delivery of public services. Within this, Public
Administration, the NPM and the New Public Governance (NPQG) are then
denoted as policy and implementation regimes within this overall field — thus
neatly skirting the above, rather redundant, argument as to whether these
regimes are actually paradigms or not.

The argument advanced here is that public policy implementation and
public services delivery have passed through three design and delivery
regimes: a longer, pre-eminent one of PA, from the late nineteenth century
through to the late 1970s/early 1980s; a second one, of the NPM, through
to the start of the twenty-first century; and an emergent third one, of the


patri
Highlight

patri
Highlight

patri
Highlight


INTRODUCTION

NPG, since then. The time of the NPM has thus in fact been a relatively
short-lived and transient one between the statist and bureaucratic tradition
of PA and the embryonic plural and pluralist tradition of the NPG. The
remainder of this chapter will first expound upon the extant natures of PA
and the NPM. It will then explore the nature of public governance and
the NPG before considering the new challenges that it poses for both the
theory and the practice of public policy implementation and public services
delivery.

Inevitably, such a tripartite regime model is a simplification — elements
of each regime can and will coexist with each other or overlap. Many
network governance systems often operate in the shadow of, or in spite
of, the dominant regime of hierarchy — for example, both PA and public
governance contain strong, if differentiated, elements of hierarchy (Klijn
2002). The intention here is to tease out three “archetypes”, in the Weberian
tradition, that will assist and promote analysis and discussion of the
conceptual and practical development of public policy implementation and
public services delivery.

1t must be emphasized that this book is not meant to propose “the NPG”
as a new paradigm of public services delivery. It is neither that normative
nor that prescriptive. The question mark in the title is deliberate. Rather,
this book is a critical examination of the concept of “public governance”.
Offering a range of perspectives, the book questions whether or not public
governance is a new paradigm for the delivery of public services in the
twenty-first century, and offers a range of critical perspectives upon it — both
in theory and in practice.

In entering into this discussion, it is useful to bear in mind a distinction
made by Dawson and Dargie (1999) in their work on the NPM. They urge
the necessity to differentiate between the NPM as a political ideology, as
an academic field of study and as a body of managerial practice. The latter
two elements are of especial importance and need to be held distinct.
The analysis of the workings and impact of any regime is distinct from the
normative assertion of “how best” to manage within it.

The shadow of the past. ..

Public Administration

The key elements of PA* (Hood 1991) can be defined as

¢ The dominance of the “rule of law”;

* A focus on administering set rules and guidelines;

* A central role for the bureaucracy in making and implementing policy;
* The “politics—administration” split within public organizations;
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INTRODUCTION

* A commitment to incremental budgeting; and
* The hegemony of the professional in public service delivery.

Developing out of the early years of the public sector in the late nineteenth
and early twentieth centuries, PA, as an academic field of study, has been a
strongly “grounded”, rather than theoretical, discipline in the UK — the classic
early statement being Robson 1928 — and at variance with its cousins in main-
land Europe and the US, which are more firmly located within administrative
theory.

As a field of practice, it reached its high point in the UK in the 1945-79 era
of the welfare state, when the state was confidently expected to meet all the
social and economic needs of the citizenry, “from the cradle to the grave”.
PA was to be the instrument of this brave new world, with a focus on adminis-
trative procedures to ensure equality of treatment. Predictably, perhaps,
such a vision was doomed to failure — public needs inevitably outstripped
the public resources available to meet them. In the latter days of their hegem-
ony both the welfare state and PA came under increasing fire — first from
their academic critics (for example, Dunleavy 1985) and eventually from
the political elite (see Mischra 1984 for an overview of these critiques). Most
damagingly, Chandler (1991) argued that PA had now entered terminal
decline as a discipline, whilst Rhodes (1997) asserted that it had become
a “bystander” to the practice of public policy implementation and public
services delivery. This paved the way for the rise of the NPM.

New Public Management (NPM)

The spread of the NPM, from the late 1970s onward, saw the growth of a
new discourse of public policy implementation and public services delivery.
In its most extreme form, this asserted the superiority of private-sector man-
agerial techniques over those of PA, with the assumption that the application
of such techniques to public services delivery would automatically lead to
improvements in the efficiency and effectiveness of these services (Thatcher
1995). The key elements of the NPM can be summarized as:

* An attention to lessons from private-sector management;

* The growth both of hands-on “management” — in its own right and not
as an offshoot of professionalism — and of “arm’s length” organizations
where policy implementation was organizationally distanced from the
policy-makers (as opposed to the “interpersonal” distancing of the policy—
administration split within PA);

* A focus upon entrepreneurial leadership within public service organizations;

* An emphasis on inputs and output control and evaluation, and upon
performance management and audit;
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INTRODUCTION

*  The disaggregation of public services to their most basic units and a focus
on their cost management; and

*  Within the Anglo-American and Australia/New Zealand regions at least,
the growth of use of markets, competition and contracts for resource
allocation and service delivery within public services.

In the research community, this led to a focus upon the management of
public services and of public service organizations (PSOs) as a distinct field
separate from the public policy process — public management as opposed
to public administration. At a practical level, it led to the evolution of
management as a coherent and legitimized role and function within PSOs, in
contrast to (and often in conflict with) the traditional professional groupings
within PSOs.

In the years since it first contested the territory of public policy imple-
mentation and public services delivery with PA, though, the nature and/or
success(es) of the NPM have been questioned on a range of grounds (see
McLaughlin et al. 2002 for an overview of these critiques). Critics have argued
inter alia that:

* The NPM is not one phenomenon or paradigm, but a cluster of several
(Ferlie et al. 1996) — and has a number of distinct personae, dependent
upon the audience, including ideological, managerial and research-
oriented personae, as discussed by Dawson and Dargie (1999) above;

*  The geographic extent of the NPM is limited to the Anglo-American,
Australasian and (some) Scandinavian arenas, whilst PA continues to
remain dominant elsewhere (Kickert 1997; see also Hood 1995);

*  The nature of the NPM itself is also geographically variegated — with,
for example, the British and American variants actually being quite
distinct from each other in their focus and locus (Borins 2002);

* In reality, the NPM is simply a subschool of PA that has been limited
in its impact by the lack of a real theoretical base and conceptual rigor
(Frederickson and Smith 2003);

*  The benefits of the NPM are at best partial and contested (Pollitt and
Bouckaert 2004); and

*  That the NPM was a “disaster waiting to happen” (Hood and Jackson
1992) and was a failed paradigm (Farnham and Horton 1996).

Similarly, in the dedicated textbooks on this topic, one will find both advo-
cates of the NPM (Hughes 2002) and critics (Flynn 2002).

The NPM has been criticized most devastatingly for its intraorganizational
focus in an increasingly plural world and for its adherence to the application
of outdated private-sector techniques to public policy implementation and
public services delivery — and in the face of evidence about their inapplicabil-
ity (Metcalfe and Richards 1991).
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The state of the art

Increasingly, then, both PA and the NPM have begun to look like partial
theories, at best. The strength of PA is in its exploration of the essentially
political nature of public policy implementation and public services delivery,
and of the complexities and nuances of the public policy making and imple-
mentation process. However, the extent to which the implementation studies
literature within PA has been able to unpackage the differential influences
upon public policy implementation has been disappointing. There is a tendency
for implementation to be seen simply as a “black box” with no apparent
will to explore the complex subprocesses of the management of the outputs
of the policy process — public services themselves (Schofield 2001; Hill and
Hupe 2003). At worst, public managers and management are portrayed as
the villain(s) of the piece, thwarting the resolve of their political masters and
often subverting the intentions of new policy to their own ends.

By contrast, the strength of the NPM has been in its ability to address
precisely the complexities of this “black box”, now recodified as the man-
agement of change and innovation (Osborne and Brown 2006). However,
it has suffered with an equally limiting tendency to see the public policy
process as simply a “context” within which the essential task of public man-
agement takes place. In its most extreme form, the NPM has even questioned
the legitimacy of public policy as a context for public management, arguing
that it imposes unreasonable democratic constraints on the management
and provision of public services (Meier 1997). Most damagingly, though, is
the argument that the NPM is limited and one-dimensional in its ability
to capture and contribute to the management and governance of public
services and of PSOs in an increasingly fragmented and interorganizational
environment (Rhodes 1997).

The argument made here is hence that both PA and the NPM fail to cap-
ture the complex reality of the design, delivery and management of public
services in the twenty-first century. Given such criticisms of both paradigms,
therefore, it is time to question whether there is a pressing need now for
a more sophisticated understanding of public policy implementation and
public services delivery — one that moves beyond the sterile dichotomy of
“administration versus management” and that allows a more comprehen-
sive and integrated approach to the study, and practice, of public policy
implementation and public services delivery. The intention in this volume
is to explore whether the NPG has the potential or actuality to be this over-
arching theoretical framework for the study and the practice of public
services delivery.



INTRODUCTION
... And the shadow of the future

The New Public Governance (NPG)

At the outset, it is important to be clear, once more, about two points. First,
that the NPG is being presented here neither as a normative new paradigm
to supersede PA and the NPM nor as “the one best way” (Alford and Hughes
2008) to respond to the challenges of public policy implementation and
public services delivery in the twenty-first century. Rather it is being presented
both as a conceptual tool with the potential to assist our understanding
of the complexity of these challenges and as a reflection of the reality of the
working lives of public managers today.

Second, “governance” and “public governance” are not new terms —
they come with considerable prior theoretical and/or ideological baggage.
Critics have differentiated three broad schools of governance literature:
corporate governance, “good” governance, and public governance.

Corporate governance is concerned with the internal systems and processes
that provide direction and accountability to any organization. In public
services it has most often been concerned with the relationship between the
policy-makers and/or trustees of public organizations and the senior man-
agers given the task of making these policies a reality (for example, Cornforth
2003).

“Good” governance is concerned with the promulgation of normative
models of social, political and administrative governance by supranational
bodies such as the World Bank (Leftwich 1993; Rhodes 1997). Invariably
this has placed a premium upon market-based approaches to the alloca-
tion and governance of public resources (see, for example, Osborne and
Kaposvari 1997).

Public governance, which is the focus here, can itself be broken down into
five distinct strands:

*  Socio-political governance, concerned with the over-arching institutional
relationships within society. Kooiman (1999) argues that these relation-
ships and interactions must be understood in their totality in order to
understand the creation and implementation of public policy. In this
approach, government is no longer pre-eminent in public policy but
has to rely upon other societal actors for its legitimacy and impact in
this field.

*  Public policy governance, concerned with how policy elites and networks
interact to create and govern the public policy process. Marsh and
Rhodes (1992), Borzel (1997) and Klijn and Koppenjan (2000), build-
ing upon the work of Hanf and Scharpf (1978), are good examples of
such explorations of the workings of policy communities and networks.
Most recently, Peters (2008) has explored “meta-governance” instruments
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as a way by which to reassert political direction within multi-stakeholder
policy networks.

*  Administrative governance, concerned with the effective application of
PA and its repositioning to encompass the complexities of the contem-
porary state. Thus, for example, Salamon (2002) uses governance almost
as a proxy term for the generic practice of public policy implementa-
tion and public services delivery, whilst Lynn et al. (2001) also use it
as a catch-all term to try to create a holistic theory of public policy
implementation and public services delivery in conditions of the “hollow
state” (Milward and Provan 2003). More provocatively, Frederickson
(1999) contends that governance, taken together with the theory of
“administrative conjunction”, is in fact a way to reposition PA as the
continuing pre-eminent discipline for the realities of the modern
world.

*  Contract governance, concerned with the inner workings of the NPM,
and particularly the governance of contractual relationships in the
delivery of public services. In this vein, Kettl has argued that public
agencies in the modern contract state have become “responsible for a
[public service delivery] system over which they [have] little control” (Kettl
1993: 207; see also Kettl 2000).

*  Network governance, concerned with how “self organizing inter-
organizational networks” (Rhodes 1997; see also Kickert 1993) function
both with and without government to provide public services. In con-
trast to public policy governance, this is focused upon those networks
that implement public policy and deliver public services (for example
Denters and Rose 2005; Entwistle and Martin 2005).

All of these theoretical perspectives on governance make an important
contribution to our understanding of public policy implementation and
public services delivery. The intention here is to argue that, from being an
element within the PA and NPM regimes of public policy implementation
and public services delivery, public governance has become a distinctive
regime in its own right — the NPG. The intention here is to suggest and explore
a distinctive niche for the NPG that captures the realities of public policy
implementation and public services delivery within the plural and pluralist
complexities of the state in the twenty-first century.

Working with the above definitions of public governance, therefore, and
building upon the insights of Peters and Pierre (1998), it is argued here that
it is possible, indeed desirable, to develop a theory of the NPG that does
capture these realities and complexities. This theory is not integral to PA
or to the NPM but is rather an alternative discourse in its own right. It is
predicated upon the existence of a plural state and a pluralist state, and it
seeks to understand the development and implementation of public policy
in this context.’
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As outlined above, therefore, PA is situated firmly within the political
studies discipline. Influential theorists include Woodrow Wilson (1887) and
William Robson (1928). It has at its core a concern with the unitary state,
where policy making and implementation are vertically integrated as a closed
system within government. It focuses upon the policy making and imple-
mentation cycle, with an assumption that effective PA is comprised of the
successful implementation by public managers of policies decided “up stream”
in this system by democratically elected (and, it is implicitly assumed, account-
able) politicians. Because of its vertically integrated nature, hierarchy is the
key resource-allocation mechanism for PA, with a focus upon vertical line-
management to ensure accountability for the use of public money (Day and
Klein 1987; Simey 1988). The value base is one based in an explicit assump-
tion of the hegemony of the public sector for the implementation of public
policy and the delivery of public services.

Some writers, of course, have long recognized the fallibility of the PA
paradigm without entirely dismissing it as a framework for the design
and delivery of public services. The theory of “street level bureaucrats”
(Lipsky 1979), for example, seeks to explain the breakdown of the “policy-
maker—administrator” divide in conditions of resource shortage, but with-
out dismissing in its entirety the framework of PA for the provision of
public services (see also Schofield 2001 for a good overview of this range
of arguments).

By comparison, the NPM® is a child of neo-classical economics and par-
ticularly of rational/public choice theory. Influential writers include Tiebout
(1956) and Niskanen (1971). It is concerned with a disaggregated state, where
policy making and implementation are at least partially articulated and dis-
engaged, and where implementation is through a collection of independent
service units, ideally in competition with each other. The key role of the
state here is regulation, often within a principal-agent context (Vickers and
Yarrow 1988). Its focus is almost wholly upon intraorganizational processes
and management.” Drawing upon open rational systems theory, it models the
production of public services as an intraorganizational process that turns
inputs into outputs (services) within a mediating environment, and with an
emphasis upon the economy and efficiency of these processes in producing
public services. As already noted, it assumes competitive relationships
between the independent service units inside any public policy domain,
taking place within a horizontally organized marketplace — and where the
key resource-allocation mechanism is a variable combination of competition,
the price mechanism and contractual relationships, depending upon which
particular variant of the NPM one chooses to expound. Its value base is formed
around “the logic of accounting” and is contained within its belief that this
marketplace, and its workings, provides the most appropriate place for the
production of public services. An extreme form of this argument is made by
Pirie (1988).
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In contrast to both of the above, the NPG, if it is to be situated as a
paradigm of public services delivery, is rooted firmly within institutional and
network theory, and draws much from the influential work of Ouchi (1979),
Powell (1990), Powell and DiMaggio (1991), and Nohria and Eccles (1992).
It posits both a plural state, where multiple interdependent actors contribute
to the delivery of public services, and a pluralist state, where multiple pro-
cesses inform the policy-making system. Drawing upon open natural systems
theory, it is concerned with the institutional and external environmental
pressures that enable and constrain public policy implementation and the
delivery of public services within such a plural and pluralist system. As a
consequence of these two forms of plurality, its focus is very much upon inter-
organizational relationships and upon the governance of processes, stressing
service effectiveness and outcomes that rely upon the interaction of PSOs
with their environment. The central resource-allocation mechanism is the inter-
organizational network, with accountability being something to be negotiated
at the interorganizational and interpersonal level within these networks
(Osborne 1997). Importantly, such networks are rarely alliances of equals
but are rather riven with power inequalities that must be navigated success-
fully for their effective working. Hence the value base in such networks is
often dispersed and contested.

The NPG is thus both a product of and a response to the increasingly
complex, plural and fragmented nature of public policy implementation and
service delivery in the twenty-first century. Its key elements in relation to PA
and the NPM are summarized in Table 1.1.

Now, significant work has already taken place that might legitimately
be said to fall within the boundaries of the emergent regime of the NPG.
This includes work upon the nature and governance of the policy process
(Klijn and Koppenjan 2000, 2004), the issue of “managing outward” for PSOs
and managers (Moore 1995; O’Toole et al. 2005), the development of key
management skills in an interorganizational context (Getha-Taylor 2008),
expanding the nature and impact of accounting within PSOs to embrace a
more holistic approach to their environment (Ball and Seal 2005; Marcuccio
and Steccolini 2005), and the governance of interorganizational relationships
themselves (Hudson 2004; Huxham and Vangen 2005). Invariably, though,
the focus has been at the organizational rather than the service system level.

However, it has become increasingly apparent that the public policy imple-
mentation and public services delivery research agenda, certainly within the
UK, is one where its parameters and questions have been set within the pre-
vious regimes — and particularly within that of the NPM. This research agenda
is asking the old questions about public policy implementation and public
services delivery. These questions are epitomized within the ESRC Public
Services Programme in the UK. This program has been important for the
research community and has produced some outstanding research findings.
Nonetheless, as a research agenda, it is characterized precisely by these “old
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questions” of intraorganizational efficiency and effectiveness. These old ques-
tions can be summarized as:

*  How do we manage public policy implementation to ensure that the polit-
ical will is carried out in practice? (the policy implementation question)

*  How do we ensure organizational and individual service performance?
(the audit and targets question)

*  How do we ensure that individual PSOs can work in partnership most
effectively? (the partnerships question)

* How do we hold public managers accountable? (the scrutiny question)

*  How do we “incentivize” staff for optimal productivity? (the rewards
question)

*  How do we ensure organizational sustainability? (the change and inno-
vation question)

The argument here is that, if we are going to develop the NPG as a
conceptualization of public policy implementation and public services
management, it is necessary to move toward an integrated body of know-
ledge about the NPG. This requires our research community to start asking
a series of “new questions” about the fundamentals of the NPG. These
questions are focused upon the underlying principles of public services
delivery in the plural and pluralist state and upon the public service system,
rather than upon individual PSOs. These new questions are, it is argued
here, sevenfold:

*  What should be our basic unit of analysis in exploring public policy imple-
mentation and public services delivery — and what are the implications
of this for theory and practice? (the fundamentals question)

*  What organizational architecture is best-suited to delivering public
services in the plural state? (the architectural question)

*  How do we ensure sustainable public service systems — and what does
sustainability mean? (the sustainability question)

*  What values underpin public policy implementation and services delivery
in such systems? (the values question)

*  What key skills are required for relational performance? (the relational
skills question)

*  What is the nature of accountability in fragmented plural and pluralist
systems? (the accountability question)

*  How do you evaluate sustainability, accountability and relational per-
formance within open natural public service delivery systems? (the
evaluation question)

It should be emphasized that these new questions are not a simple replace-
ment for the old ones. The imperative for effective intraorganizational and
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service management remains — and so the “old questions” still remain pertinent.
However, such effectiveness by itself will not engender the delivery of suc-
cessful public services in the contemporary plural and pluralist state. In order
to contribute to such delivery, the NPG needs to encompass both an active
research agenda that will explore the efficacy and limitations of the regime
and a developing body of capable and beneficial managerial practice within
this plural and pluralist context. These questions will be returned to in the
conclusions of this present volume, with a discussion of their implications
both for a research agenda and for policy practice.

Structure of this book

This volume is in five parts. The first part will provide a series of theoret-
ical perspectives upon public governance and question the applicability
of the concept of the “NPG”. Parts 2—5 will then explore the nature of
public governance in a series of key, and indeed overlapping, areas: inter-
organizational collaboration, contractual relationships, interorganizational
networks for services delivery, and public policy networks. The conclusions
to the volume will then consider the implications of public governance for
public services delivery research over the next decade and beyond.

Notes

1 This chapter builds upon and expands the arguments made previously by this
author in two prior pieces: S. Osborne (2006) “The New Public Governance?”,
Public Management Review, 8 (30): 37788, and S. Osborne (2009) “Delivering Public
Services: Are We Asking the Right Questions?”, Public Money and Management,
29 (1): 5-7.

2 As one mainland European colleague remarked somewhat humorously to this author
recently, the tradition in the UK is to see every change of national government as
the start of a new paradigm of public management and administration.

3 Ever since Hood’s influential essay on the New Public Management, there has
been a tendency to herald every shift in public services provision as the “New
Something-or-other”. Whilst there are clear limitations to this approach, it is
nonetheless the one adopted here — primarily to differentiate it from the
other diverse approaches to “governance” and “public governance” discussed
below.

4 Brint Milward has made the point in a personal communication to this author that
there is an inevitable national variance in the nature of public administration, and
of the other regimes. The “politics—administration” split, for example, is perhaps
a particularly European, and especially British, emphasis within PA. Moreover,
all the elements are liable to buckle under extreme stress — the incrementalism of
PA was clearly put on hold during the two world wars of the twentieth century,
for example.

5 These concepts of the plural state and pluralist state are reviewed further below.

6 NPM, as discussed here, is very much the market-driven variant that emphasized
the efficacy of interorganizational competition in the delivery of public services.

12



INTRODUCTION

It is the model prevalent across the UK, the US, and Australia and New Zealand
in particular. An alternative version, which is common across mainland Europe,
does not place such an emphasis upon external competitive environment. Rather,
it emphasizes contractual mechanisms within rather than without government
(Schrijvers 1993).

7 Though Ostrom and Ostrom (1971) do offer a more explicitly interorganizational
approach to public choice theory as a basis for the NPM.
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THEORETICAL PERSPECTIVES
ON PUBLIC GOVERNANCE
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GLOBAL PERSPECTIVES
ON GOVERNANCE

Patricia Kennett

Introduction

The concepts of globalization and governance are firmly established within
public policy debates. However, the dynamics, nature and implications of
the relationship between globalization and governance are fiercely contested.
This chapter will begin by examining various definitions of the concepts
and the linkages between them. It will then go on to consider the spaces
and practices of governance under the condition of globalization. It will
focus particularly on the emergence of the institutional structures of global
governance, the key actors, dynamics and practices of public governance.
The remainder of the chapter will consider whether new forms and layers of
decision-making and participation herald the arrival of a new multi-layered
public governance.

Governance and globalization

New forms of relationship and interaction between state and society, govern-
ments and citizens, and state and not-state institutions have emerged in the
context of what Jessop refers to as an arena of “unstructured complexity”
(Jessop 2004) and Rhodes characterizes as “a differentiated polity” (Rhodes
1997). These novel forms have been captured in the concept of governance
(Swyngedouw 2005; Rhodes 1996; Daly 2003; Newman 2005; Kjaer 2004;
Jessop 2004; Stoker 1998). Governance facilitates an understanding of the
ways in which power penetrates policy spaces, processes and practices, and
the formal and informal institutional arrangements which contribute to a
“matrix of governance” (Lieberthal 1995) or “choreographies of governance”
(Swyngedouw 2001), the ensemble of norms, patterns of behavior, networks
and other institutions, and the power-play between them. As Koenig-
Archibugi (2003) explains, within governance systems “problem solving is not
the preserve of a central authority able to impose solutions on subordinate
agencies and individuals, but the result of the interaction of a plurality of
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actors, who often have different interests, values, cognitive orientations, and
power resources” (p. 319).

Governance, as Daly (2003) asserts, is fundamentally about change. In much
of the literature, it is mainly concerned with the idea of a change from the
realist perception of old government and the Westphalian system, whereby
the world is organized into territorially exclusive, sovereign nation-states,
each with an internal monopoly of legitimate violence, to new governance.
The former is characterized as having a governing administration which
is regarded as the key dominant actor in the policy arena. Internally there
exists a clear hierarchy of authority, and governing is seen as a top-down,
hierarchical process, with the nation-state taking centre stage. However, with
the change from government to governance, the governing administration
is now only one player amongst many others in the policy arena. Thus, the
policy arena has become visibly more crowded and contested, there are more
actors involved, the boundaries between the public and the private spheres
are less precise, and the government’s command over the policy process is
said to have been transformed (Kjaer 2004; Newman 2005).

Globalization has become an essential context in which to locate the
analysis of public policy. Whilst the concept has generated enormous debate
regarding the substance, extent and nature of the phenomenon, it is inter-
preted here as an economic, ideological, political and institutional project
facilitated and enabled through a technological revolution, an ideological and
policy shift, a strengthening of the role of international financial institutions,
and a changing geopolitical landscape (Giddens 1999; Held and McGrew
2000, 2002). Increasing competition in global markets, pressure from inter-
national institutions, domestic policy decisions to reduce national barriers
to international economic transactions, combined with the impact of new
technologies, “created the enabling conditions for the onset of globalisation”
(Biersteker 1998: 24).

Globalization has given rise to a stronger and more influential institutional
transnational and supranational element of a new public order which goes
beyond the traditional boundaries of the state. The concepts of global
governance (Rosenau and Czempiel 1992) and, more recently, global public
policy (Stone 2008) have emerged to refer to the interaction of “multiple and
fluid regimes and to . .. the role of actors, events, laws, and policies that
fall outside the traditional boundaries of the state” (Macrae 2006: 527). For
Rosenau (1995), “global governance is conceived to include systems of rule
at all levels of human activity — from the family to the international organ-
ization — in which the pursuit of goals through the exercise of control has
transnational repercussions” (p. 13). Whilst Dingwerth and Pattberg (2006)
argue that the term “global governance” has become a catch-all phrase for
“almost any process or structure of politics beyond the state — regardless
of scope, content or context” (p. 185), they state nevertheless that “the
study of global governance acknowledges that a plethora of forms of social
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organization and political decision-making exist that are neither directed toward
the state nor emanate from it” (p. 191).

An important dynamic in understanding the relationship between glo-
balization and governance is the recognition that, despite apparent differ-
ences, governance is best-understood not only as a “general phenomenon”
(Krahmann 2003: 223), occurring across different levels of analysis with
governance arrangements at the national, regional and global levels displaying
important similarities, but also as integrated and dialectical. Whilst global
public policy is distinct from the national process of policy-making, it is not
detached from it. Although national public institutions no longer serve as
the sole organizing center for policy in the context of networks and the rise
of the new “relational rationality” as opposed to a traditional rule-based uni-
versal rationality linked to the rise of the modern state and modern law (Ladeur
2004), the state is by no means in retreat (Weiss 2005) or withering away.
Rather, government power has been dispersed and reconstituted across new
sites of actions augmented through new strategies and technologies (Jessop
2004; Kennett 2008). As Sassen (2004) argues, the realm of the national and
the realm of the global are not two mutually exclusive domains. The state
is neither an autonomous actor constrained only by the structural anarchy of
the international order, nor is it being dismissed as irrelevant in the context
of the emergence of a new cosmopolitanism. Drawing on Robertson’s (1995)
earlier work, Holton (2008) refers to “methodological glocalism” as a way
of “retaining a sense of the significance of nation-states and institutions
whilst also incorporating transnational processes in the global field” (p. 46).
Rather than a single nested scalar hierarchy, Brenner (2001) refers to “a
mosaic of unevenly superimposed and densely interlayered scalar geometries”
(p. 606). For Holton (2008), the global and the national are co-present,
and interact and intersect in a range of ways. According to Held (2000), we
are witnessing a new regime of government and governance “which is dis-
placing traditional conceptions of state power as an indivisible, territorially
exclusive form of power”. Far from globalization leading to “the end of the
state”, it is stimulating a range of government and governance strategies, a
more activist state (Held 2000: 422), and in some fundamental ways a new
public governance.

The shaping of global governance

The idea of transnationalism and a transnational sphere of social action
has emerged as a major way of understanding globalization and generally
refers to a range of phenomena that are seen as transcending the boundaries
or sovereignty of nation-states, such as the growth of transnational corpor-
ations and the globalization of production, the emergence of a capital class
and new social movements. The proliferation of NGOs, and their increas-
ing visibility in world politics and policy, has generated powerful debate at
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a time when traditional, nationally based channels of participation have been
in decline. For Lipschutz (1992), an increasing role for civil society in the
global arena “represents an ongoing project of civil society to reconstruct,
reimagine, or re-map world politics” (p. 291).

The shift to the globalization of production and finance represented a new
social structure of production and power relations (Cox 2004), and an inter-
national institutional structure that, according to Wilkin (2000), conformed
“to the political-economic interests of, broadly speaking, the G7 core capit-
alist states and their corporations” (p. 22). The emergence of this new social
structure of production and power relations has been sustained through a
dominant-rationalist-knowledge structure (Cox 1987) through which “the
activities of transnational corporations, transnational investment, global
restructuring and the creation of global markets have been legitimized by
dominant discourses of globalization, modernization, and social progress”
(Steans 2004: 30). Rosenau (1990) refers to the increasing relevance of private
“sovereignty-free actors”, multi-national corporations, transnational societies,
and international governmental and nongovernmental organizations. The
United Nations Global Compact Initiative, for example, embraces and fur-
ther promotes these developments through an ambitious example of global
cooperation among private companies, governments, multi-lateral organiza-
tions and NGOs (Woods 2003), with over 4,700 corporate participants and
stakeholders from over 130 countries. Actors from all sectors are brought
together to “advocate and promulgate” ten core principles drawn from the
Universal Declaration of Human Rights, the ILO’s Fundamental Principles
on Rights and Work, the Rio Principle on Environment and Development,
and the United Nations Convention Against Corruption. It seeks to promote
these core values through the “development, implementation, and disclosure
of environmental, social and governance policies and practices” (http://www.
unglobalcompact.org).

However, as Sholte (2000) appropriately points out, it is the IFIs, the World
Trade Organisation, and the OECD which have overshadowed agencies
such as the ILO and UNESCO on questions of managing globalization. The
dominance of market-driven approaches to stimulate growth and competitive-
ness has, according to Wilkinson (2005), “recast transnational corporations
into mobilisers of capital, generators of technology and legitimate inter-
national actors with a part to play in an emerging system of global governance”
(p. 37). This is evident in the development of the World Economic Forum
(WEF), “which brought together the top representatives of transnational
corporations and global political elites” (Robinson and Harris 2000) and the
Transatlantic Business Dialogue (TABD) (Farnsworth 2008).

The economic crisis of the 1970s had already increased dependence of
many countries on international financial institutions such as the IMF and
the World Bank, and by the 1980s the expansion of capitalist markets and
the deregulation of financial markets, and the undermining of Keynesian
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demand management and the “industrial settlement” established in many
older Western nations marked the emergence of the political, ideological and
institutional context of globalization. Consumer sovereignty was promoted
and implemented through monetarism, the minimal state and new public
management, and through notions of contract and choice. Pierre (2000) refers
to these developments in Western democracies during the 1980s as representing
a challenge to the state “from within” as the institutional arrangements, indus-
trial settlement and citizenship regime of the postwar era were perceived as
the sources of poor economic performance, and barriers and impediments
to effective competition within states and in the increasingly important
international markets. The neo-liberal agenda, which had had little influ-
ence, increasingly took center stage, expanding from its initial stronghold of
Chile, to Great Britain and the United States, becoming the focal point around
which the logics of transnational diffusion were articulated.

An essential ingredient in establishing and legitimating the political, ideo-
logical and institutional context was the rise of “economism”. For Kay (2008),
the ascendancy of economic modes of thinking has been a key aspect of
new governance structures and has impacted on the way that governance
is constructed and practiced. He uses the term “economism” to refer to
“governance structures where economic logic or economically inspired advice
is institutionally embedded, normalized and held as necessary in the deter-
mination of policy choices” (p. 19). Carriers and channels of diffusion include
organizational carriers such as the International Monetary Fund, the World
Bank and the World Trade Organisation, as well as private firms and multi-
national corporations. These classical organizations have played a significant
part in the global spread of neo-liberalism, and more recently good govern-
ance and active citizenship, as the “fracturing of economic consensus”
(Thirkell-White 2007) has seen a shift from the discursive neo-liberalism and
market fundamentalism of the 1980s to one of “inclusive neo-liberalism” (Porter
and Craig 2004).

By the 1990s, governance and the context of diffusion was changing as
neo-liberal fundamentalism, new public management and global institutions
were being called into question by civil society and national governments.
Concerns began to emerge regarding the lack of accountability and trans-
parency, the democratic deficit, the negative impact of IFI’s strategies and
policies, particularly for people in less developed and emerging societies, and
fragmentation in policy and provision resulting from the implementation
of the New Public Management. In the national arena, particularly in Great
Britain, Germany and the USA, the changing political landscape saw the
emergence of “Third Way” politics (Giddens 1994) and the “Communitarian
Turn”, the central themes of which included participative governance and
public deliberation as well as “joined-up government” and interorganizational
collaboration to address the diverse needs of the public. This was supported
by a discourse and policy agenda promoting active citizenship, decentralization,
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local participation, self-help and partnership, and the development of new
forms of governance.

The transnational business, political and intellectual elite, consisting of
“globalizing bureaucrats, politicians, and professionals” as well as consumer
elites from the media and commercial sectors, and chief executives of
transnational corporations (Sklair 1995, 1998), has played a key role in
transforming, strengthening and shaping the political and economic dimensions
of international institutions and networks. Thus, the global elite as well as
hierarchical forms of global governance have been important conveyors of
ideational norms and practices, discussed later in this chapter. In addition,
as Robinson and Harris (2000) argue, “Studies on building a global economy
and transnational management structures flowed out of think tanks, university
centres, and policy planning institutes in core countries” (Robinson and Harris
2000) and have been particularly successful in promoting a neo-liberal
rationality (Cammack 2008) cohering around the themes of market liberal-
ization, culminating in the well-known package of policy measures referred
to as the “Washington Consensus” in the 1990s and, more recently, the “Post-
Washington Consensus”, one of the cornerstones of which has been “good
governance”.

Global governance as a multi-actor perspective

Globalization and governance are interconnected dialectically in terms of scale
(Brenner 2001), form, process and practice. Integrating the concepts analytically
facilitates an understanding of the changing relations of space and power
(Macrae 2006: 52), and the ways in which power penetrates the spaces, pro-
cesses and practices of governance. As Newman (2005) explains, “the image
of a hierarchical relationship between state and citizenry . . . is displaced
by the idea of multiple parallel spaces in which power is encountered and
negotiated” (p. 4). Exploring the context, dynamics and discourse in and
through which global governance has emerged and evolved highlights the
relationship and interaction between different spatial scales and various
actors and institutions.

The concept of global governance engages with a multi-actor perspective
and embraces a plurality of mechanisms that horizontally and vertically link
the activities of various actors such as politicians, civil servants, international
governmental organization committees and representatives, interest group
and non-governmental organization representatives, and experts (Dingwerth
and Pattberg 2006; Kennett 2008). For Kooiman (1993), the concepts of
diversity, dynamics and complexity are central features of governance itself.
The socio-political system is increasingly differentiated, characterized by
multiple centers, and is one in which “Actors are continuously shaped by
(and in) the interactions, in which they relate to each other” (Kooiman
2003: 2). Kooiman (2003) argues that it is the role of government to enable
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interactions, encourage many and varied arrangements for coping with policy,
and ensure equitable distribution of services between actors through self- and
co-regulation and public—private partnerships, or what Kooiman calls “types
of societal interactions” and “modes and orders of governance”. However,
for Kooiman, no single governing agency is able to realize legitimate and
effective governing:

No single actor, public or private, has all knowledge and infor-
mation required to solve complex, dynamic and diversified problems;
no actor has sufficient overview to make the application of needed
instruments effective; no single actor has sufficient action potential
to dominate unilaterally in a particular governing model.
(Kooiman 1993: 4)

Thus, there has been a shift from direct forms of governance to a process
of governance exercised through a plurality of actors, sites, spatial scales, and
processes, with an increasing reliance by governments on informal forms of
power and influence rather than on formal authority.

Within this “differentiated polity”, a new form of coordination is required
which, according to Rhodes (1997), emerges through networks. Within increas-
ingly complex multi-level global governance, these networks, involving a more
diverse range of actors, have become increasingly influential. Stone refers
to the multiple and varied transnational policy spaces where global public
policies occur as “agora” (Stone 2008). The term is drawn from Greek
history and refers to “a marketplace or a public square”, a place for social,
political and economic interaction, where borders are ill-defined and fluid,
which Stone (2008) equates with the relationship between the commercial and
the public domain in the modern global era. According to Stone, utilizing
the idea of the agora is useful

to identify a growing global public space of fluid, dynamic, and
intermeshed relations of politics, markets, culture, and society. This
public space is shaped by the interactions of its actors — that is
multiple publics and plural institutions.

(Stone 2008: 21)

According to Ruggie (2004), “the very system of states is becoming
embedded in a broader, albeit still thin and partial, institutionalized arena
concerned with the production of global public goods” (p. 500), or what Yeates
(2008) refers to as “embedded transnationalism”. National public domains
of countries have become more interlocked, and essentially nationally
provided public goods have become “globalized”, such as financial codes
and standards, human rights, labor standards and health (SARS and HIV)
(Kaul et al. 2003; Kaul 2005). The increasingly transnational character of a
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range of policy issues has, according to Stone (2004), provided the rationales
for “research collaboration, sharing information and co-operation on other
activities that creates a dynamic for the international diffusion of ideas and
policy transfer” (p. 38). Processes of interaction among the various actors
in international politics are now more frequent and intense, giving rise to
what Ladeur (2004) refers to as “flexible institutions” (p. 5) taking place beyond
the state. These “flexible institutions” have become increasingly influential
in the global arena, in contrast to the Westphalian international system
whereby, as Ruggie (2004) points out, the public domain was constituted by
states that were “the decision-makers and executors of their joint decisions
and actions, which were authoritative to the extent they were so recognized
by states” (p. 505). The hierarchical international institutional architecture
enshrined within the Bretton Woods system established after World War 11
comprised territorially distinct units engaging in “external” transactions.

As Holton (2008) argues, networks have become a characteristic mode
through which the transnational is organized. Thus, a crucial element of global
governance is the shift from markets and hierarchies toward networks and
partnerships as modes of coordination (Marsh and Smith 2000), involved
not only in influencing policy decisions but also in the business of government
itself. Both the scope and the intensity of global networks have expanded
rapidly since the mid-1980s. Holton (2008) describes networks as “forms of
multi-social organisation that are distinct from . . . Markets and hierarchies”
(p. 4), involving more enduring forms of social commitment and trust than
markets, but more flexible and less centralized than hierarchies. Global
hierarchies are seen as undemocratic and remote, whilst markets are unable
to respond adequately to the new environment.

Transnational governance is characterized by a move toward non-binding
“soft” rules such as standards and guidelines, benchmarking and monitoring,
in contrast to the Westphalian world where rule-making was expressed in
“hard laws”. Djelic (2006) argues that compliance is increasingly reliant on
societalization, acculturation, and normative pressures, access to membership
and resources as well as with the threat of sanction and through mechanisms
of conditionality. In this context, social interaction through “various forms
of direct interface and exchange that often takes place within and across
social networks” (Djelic 2006: 70) has become an influential carrier of
diffusion logics, as structuration and socialization processes define the rules
of the game and “reflect a particular ideology and associated practices”
through which normative and symbolic systems, rules and ideological frames
are established shaping behavior and interaction. As Scott (2003) argues,
carriers are not neutral vehicles “but mechanisms that significantly influence
the nature of the elements they transmit and the reception they receive”
(p- 879). Nor are they bounded and self-contained entities, but overlapping
and multi-scalar. As MacRae (2006) argues, scales are not fixed but are both
fluid and interconnected in terms of processes and actors. Agents do not act
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only within their respective policy spaces, and are therefore not confined to
a singular role and identity and a singular spatial scale. The European Union,
for example, provides opportunities for domestic actors in the policy process
and vice versa. Transfer does not simply occur in a unilinear hierarchical
process from supranational to national to subnational but is ongoing and
multidirectional, and spatial scales are perceived as “overlapping areas of
policy, norms, values, power relations, and social interaction, where actors
are not confined to a single scale” (p. 528).

Within the transnational policy community, Stone (2008) identifies three
types of “carriers of global policy processes involved in the diffusion of ideas,
standards, and policy practice” (p. 30). The “internationalised public sector
official” operates in transnational executive networks. These are individuals
who derive their authority from their official positions within their nation-
state. The “international civil servant” is employed by an international
organization and, in theory, is impartial and non-partisan. However, the role
of these actors in terms of innovation and implementation in global policy
is difficult to discern, but where national interests continue to be pursued these
individuals have “considerable capacity to shape (or delay) policies because
of their expertise, routines, and positions of power” (Stone 2008: 30). The
“transnational policy professionals” represent the growing community of con-
sultants, business leaders, scientific experts, NGO executives whose network
or association is often receiving public funding. These groups of actors
interact within and across a range of policy networks, often playing differ-
ent roles at different spatial scales, contributing to what Ladeur refers to as
the “broadening of the perspective of the participants through the commonality
of interchanging roles” (Ladeur 2004: 5). Thus, different types of networks
may overlap in both functions and activity, intensifying the diffusion of policy
and discourse.

The limits to global governance

Global governance implies that, through various structures and processes,
actors can coordinate interests and needs through multi-centered structures
and processes that are flexible and appropriate for achieving policy objec-
tives and responding to policy issues on a global scale. However, there is no
one mode of decision-making within the international arena, and indeed the
trend is toward an increasing fragmentation of governance architecture. Stone
(2008) points out that this can lead to a “policy vacuum” in relation to the
“ownership” of public problems and the delegation of responsibility.
Global environmental governance, for example, has grown “tremendously
and uncontrollably”, with some 500 international agreements that now
influence the governance of environmental problems. The proliferation of
multilateral environmental agreements, the development of a substantial
body of international law, and the creation and diffusion of norms have few
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equivalents in other areas of global governance (Green and Thouez 2005).
However, some critics argue that the “crazy quilt” (Charnovitz 2005) of global
environmental governance has become “unmanageable in size and intractable
in its complexity” (Green and Thouez 2005: 4).

Also evident is the creation of a growing body of international law
concerned with the protection and enforcement of human rights. There
are at least twenty-nine international conventions and declarations related
to discrimination, including United Nations conventions on basic universal
human rights and rights of excluded groups such as women, children and
racial/ethnic minorities, as well as International Labour Organisation (ILO)
conventions on the rights of workers, and declarations on race and racial
prejudices (Marquez et al. 2009). As Spiro (2002: 3) argues:

International law in general is assuming greater consequentiality as
a determinant of state behaviour. States are increasingly willing to
pass human rights agendas against other states, even in the absence
of geopolitical gains; and non-state actors, and interested publics,
now garner power independent of states with which to advance
compliance with international law.

However, it is still the case that the acts of states feature centrally in how
the human rights issues impact and are played out. The country of which
you are a citizen must be a signatory of the particular treaty. Most human
rights conventions within the UN system do not create legally enforceable
binding obligations which individuals can impose on states. Mechanisms for
protection and enforcement take the shape of progress reports by country
governments, international conventions and meetings. Indeed, although a state
might be a signatory to the various human rights conventions, ratification
is permitted subject to reservations — for example on the ground that national
law, tradition, religion or culture are not congruent with convention prin-
ciples. The Convention on the Elimination of All Forms of Discrimination
against Women (CEDAW) adopted in 1979 by the UN General Assembly has
been particularly controversial, as the extended list of country declarations,
reservations and objections to CEDAW indicates. According to the UN
Department of Economic and Social affairs, “Some reservations are drawn
so widely that their effect cannot be limited to specific provision in the
Convention” (www.un.org/womenwatch/daw/cedaw/reservations.htm). Whilst
national governments have been increasingly willing to sign up to inter-
national conventions and treaties, albeit with numerous reservations, there
is still a reticence not only to recognize the precise obligations that they
have assumed in terms of social rights, but also to extend and strengthen the
international human rights framework (Novitz 2008).

The global arena is a highly contested terrain, and fraught with asymmet-
ries of power and tensions around particular policy issues. Brenner (2001)
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refers to a “kaleidoscope effect” to refer to the qualitative differences in the
organization of scalar patterns and the nature of interaction at different
spatial scales across policy areas. There are also problems relating to the
implementation of public policy in a global context when both formal and
informal institutions of global governance often “lack both the authority
and the means to enforce policy compliance” (Stone 2008: 27).

More recent concerns have emerged around the legitimacy, representative-
ness and effectiveness of the IFIs, and the inadequacies of global financial
governance and regulation in the context of the meltdown of global finan-
cial markets and economic recession. Although these concerns were initially
highlighted following the Asian Financial Crisis, only limited reform was
enacted and, indeed, the role of international and supranational organiza-
tions was enhanced through the provision of financial and technical assistance.
During the current economic recession, the IMF has had an opportunity to
reassert its role in the international economy in terms of immediate crisis
management and with the long-term reform of the international financial
system. At the time of writing, the IMF has agreed a $2.1 billion two-year
loan with Iceland, a $16.5 billion agreement with Ukraine and a $15.7 billion
loan to Hungary. Other countries are currently negotiating potential loans
from the IMF. The International Finance Corporation (IFC), the private-
sector lending arm of the World Bank, has also announced that it will
launch a $3 million fund to capitalize small banks in poor countries that are
battered by the financial crisis.

In terms of internal reform, the IMF allocates a country quota to each
member based on the relative size of its economy. This determines the
country’s financial contribution to the IMF, its voting power, and ability to
access IMF financing. A two-year reform programme of the system of quota
shares was introduced in 2006 to address their unfair, “misaligned” (IMF
2008) distribution and to increase the voting share of emerging market and
developing economies: 135 countries will see increases in their voting power,
with an aggregate shift of 5.4 percentage points (Figures 2.1 and 2.2).

Another central element of the reform package has been the attempt to
increase “the voice of low-income countries” through an increase in basic
votes. Basic votes are provided to all members on an equal basis. The agree-
ment reached endorsed a tripling of basic votes, the first such increase since
the IMF was established in 1945. Additionally, the Articles of Agreement
will be amended so that the share of basic votes in total voting power
does not decline in the event of future quota increases. However, in spite of
reforms and financial assistance, the question of whether or not these key
institutions are “fit for purpose” was raised at the first international summit
on the financial crisis held in November 2008. Issues to be addressed included
the reform of the global financial architecture, strengthening coordination,
consistency and quality among actors and regulatory standards, and increas-
ing regulation and transparency of financial instruments and institutions. One
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of the major goals was to begin to improve coordination at global level,
review the role of international institutions in financial market surveillance
and to adjust global governance structures for the future. A major overhaul
of the international institutions based on the key principles of efficiency, trans-
parency and accountability, and representation was considered essential.
Whilst international and supranational institutions have a role to play
in this current economic crisis, it has also revealed their limitations and the
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necessity for reform and improved international coordination. Although the
European Union has been slow to react, governments in Europe and beyond
have shown an increasing willingness to intervene in their economies. It is
national governments who have been the key players in the “socializa-
tion of losses” (UNCTAD 2008) as “the threat of a meltdown has brought
governments back onto centre stage” (p. 1). The US administration instituted
a $700 billion bailout in October 2008, and the US Senate accepted a
further economic stimulus of around $900 billion in January 2009 (News Daily
2009). In the UK a second bank-rescue package totaling at least £50 million
was also announced in January 2009. Whether or not this increased enthu-
siasm shown by national governments for intervention can be characterized
as the end of the neo-liberal consensus and a resurgence of Keynesianism,
as some suggest, only time will tell as norms, procedures, practices and dis-
courses of governance are developed and diffused across different spatial scales
and policy fora. What is clear, however, is that national governments have
recognized that, in a global world, national bailouts alone are inadequate
strategies not only for addressing the current crisis but also for promoting
sustainable, equitable and more effective new public governance.

Conclusion

Internationalization is not a new phenomenon, but over the last thirty years
the nature and scope of transnational links and networks have broadened
and intensified. Governance in a global world is being shaped and reshaped
in constellations of public and private actors that include states, international
and regional organizations, professional associations, expert groups, civil
society groups and business corporations. New political structures and policy
spaces beyond the state have multiplied as new issues arise and networks of
actors mobilize to be involved. Innovative layers of governance, strategies
of operation have emerged, along with new technologies of governance.
Regulation has increasingly shifted from the national level to policy levels
beyond the state, but this is not an indication of the demise of the state. The
shaping of global governance has often occurred as a result of state encour-
agement or, as Thompson (2003) puts it, “under the shadow” of either
hierarchy of market. As Jessop (2004) argues, there is still substantial scope
for the reconstituted state “to mediate between the increasing numbers
of significant scales of action” (p. 18). However, within the differentiated
myriad of networks of formal and informal institutions the increasing involve-
ment of non-state actors in norm- and rule-making processes, and compliance
monitoring, confirms the arrival of a global public governance.
Contemporary global public governance is a complex, fragmented, unstable
and highly contested arena. However, rather than anarchic and unruly, it is
framed through norms, practices and discourses which are shaped, stabilize
and change over time. As Isin and Wood (1999) point out, late modernity
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cannot be associated only with fragmentation and disruption but also with
the emergence of new social movements and of “numerous social, political,
cultural and social groups in search of new kinds of identification, politiciza-
tion and solidarity” (p. 154). Governance in a global age is characterized
by novel fora and channels for participation and resistance as well as by
new forms of stratification and exclusion. There are different conduits and
spatial scales through which nations and peoples are enmeshed in the global
arenas, rights and claims expressed. In the context of an established yet still
evolving globalization and governance architecture, new forms of politics,
representation and layers of governance are emerging, both internationally
and locally, constituting multi-layered public governance.
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3

META-GOVERNANCE AND
PUBLIC MANAGEMENT

B. Guy Peters

The reforms that have been implemented in the public sector over the past
several decades have had a very wide range of motivations, and have had
an equally wide range of consequences for the public sector for the citizens
of the countries in which they are being implemented. In almost any country
one can identify, the public sector is now significantly different from that
which was to be found several decades ago, and indeed in some cases the
public bureaucracy would be hardly recognizable to civil servants who had
previously worked in government. The idea of many political leaders has been
that the bureaucracy was the problem, not the solution, and that fundamental
changes were required.

What is clear in all this change is that the traditional public sector is
no longer the model of first and last recourse for individuals responsible for
governing. The traditional model of bureaucratic governance involved a range
of assumptions about how to govern, although the traditions of governing
were not the same in all countries. Walsh and Stewart (1992), for example,
described that mode of governance for the United Kingdom. This model
emphasized the autonomy of the public sector, the separation of public-
sector employment from the private sector, and hierarchical authority within
the administrative system. Other administrative systems, such as in France
and Germany, emphasized that hierarchical control perhaps even more, but
also accepted closer relationships between the administrative system and the
civil society, and political parties.

This chapter will first describe, if briefly, the changes that have been imple-
mented in governing over these past decades.' This description will argue that,
although there are different styles of reform, the fundamental consequence
of these reforms has been to move governing out of the center of the con-
ventional, politically driven public sector and to empower a range of actors
including (but not limited to) senior public servants, lower-echelon public
employees, and members of civil society. The rhetoric and the reality of
governing were transformed in this process, and many conventional styles
of governing were delegitimated.
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These reforms, however, have produced a number of significant prob-
lems in governance that I shall detail. Finally, I shall argue that there is an
emerging style of governing from the center that can be described as meta-
governance (see Sorenson 2006). It recognizes the need for some delegation
and devolution of governing but at the same time recognizes the need for
greater central direction. This paper will take the classic newspaper reporter’s
approach, and ask “Who, What, Where and Why” about meta-governance,
and especially about meta-governance directed at devolved public organiza-
tions and to networks. Meuleman (2008) and others have also documented
the need to consider meta-governance of more conventional components of
the governance process, but I shall focus more on the rather recent changes
in the administrative process. Further, I shall invest more time and space
in explaining the “why” of creating meta-governance, given that this aspect
of the story being told here is crucial for understanding the choices being
made by politicians and by public servants.

What is meta-governance?

I shall be using the term “meta-governance” to describe the process of steer-
ing devolved governance processes. In other terms, it is the “governance of
governance”. The notion of meta-governance is that a number of organiza-
tions and processes within the public sector have attained a substantial degree
of autonomy — a condition often described as governance — and that there
may be a need to impose some control over those components of governing.
As argued below, the changes within the public sector during the past several
decades have been a major source of the perceived need for meta-governance;
but in some cases, e.g. the United States (Carpenter 2001), there have been
significant requirements for meta-governance within the political system for
some time.

Whether the administrative process has been altered because of the accept-
ance of managerialist reforms or because of more participatory styles of
governing is largely irrelevant; the real or perceived requirement for meta-
governance will be roughly the same. That requirement will be to provide
direction to the administrative system, but to do so through mechanisms
that maintain the virtues that have been produced by delegated and devolved
forms of governing, while providing central direction and control. Governing
has always involved some balancing of control and autonomy for public
organizations, and for individual public servants, but that balance becomes
more apparent when decisions must be made about reasserting greater
management controls over devolved systems.

As governance has become of much greater importance in the academic
literature on the public sector, as well as in the real world of governing,
scholars have begun to develop the concept of meta-governance. For example,
Louis Meuleman (2008) has provided the most extensive discussion of the
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concept of meta-governance now available, focusing on its relationship to
the three conventional modes of governance: hierarchies, markets and net-
works. Bob Jessop (2002; see also Bell and Park 2006) has also provided a
series of discussions of meta-governance, focusing attention on governance
failures and the need to develop strategies for coping with those failures.
Also, Sorenson (2006) has emphasized the need to reassert political controls
over the devolved governance processes.

The available literature does an adequate job of developing the concept
of meta-governance, but has been less effective in examining the instruments
that may be available for providing the steering needed. To some extent,
the instruments available to would-be meta-governors are much the same as
those available to any actor available in the public sector, that range of instru-
ments described by Christopher Hood (1976) as NATO (nodality, authority,
treasure and organization). These tools are almost entirely generic, so may
be adapted to cope with the meta-governance requirements, but they do not
provide any specific analytic advantage for understanding the issues. The
logic of the tools of the “new governance”, as described by Salamon (2001),
are more closely aligned with the needs for meta-governance, but still do
not provide specific assistance for meta-governance.

The particular issue differentiating instruments for meta-governance
from other instruments for governing is that these “tools” are directed at
the internal control of the public sector itself, rather than at influencing the
economy and society. While much of the same logic is involved, there may
be some important differences as well. In particular, when attempting to impose
controls over organizations within government itself there is an implicit, or
explicit, understanding that those organizations should accept the authority
of the controllers. This assumption may be incorrect, and many public
organizations do attempt to evade authority, but the “shadow of hierarchy”
is clearly darker within government than without.

Finally, meta-governance can be conceptualized as directed at controlling
the environment of action in the public sector, rather than controlling that
action directly. Theodore Lowi (1972), for example, argued that controlling
the environment of action could be used more generally to classify public
policies.” Further, if the would-be governor is faced with difficult more-
control situations, attempting to frame action indirectly may be the most
effective manner of governing. For example, regulations tend to shape the
environment of public action, as has been further elaborated through regu-
lation theory (Scott 2004).

Reforms: toward the decentered state

The numerous and varied reforms in the developed democracies are difficult
to summarize, but in this chapter I shall focus on two of the more import-
ant strands of change (see also Peters 2001). As already noted, these two
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versions of reform have tended to move the public sector away from the more
or less bureaucratic nature of governing. They both attempt to find ways of
involving a wider range of actors — from the market and from civil society
— in the processes of governing. These transformations, unlike many other
attempts at reform in the past, involve a clear theory of governing and of
the public sector, and are also more coherent than many previous attempts
at reform. That said, there are several alternative conceptions which have
some common elements but which also have rather different assumptions
about the way in which the public sector functions.

The most familiar of these reforms have been captured in the phrase
New Public Management (NPM).? The basic idea of these reforms has been
to transform the public sector so that it looks and acts a good deal more
like the private sector. Hood (1991) and others (Christensen and Laegreid
2007) have pointed to a number of internal differences within NPM,
although at the same time recognizing that there is some core to the
patterns of change. The use of market principles within NPM has been
conceptualized as a means of enhancing the efficiency and effectiveness of
the public sector, by opening up the public sector to more competition and
using more business-like instruments for management. That competition
was to be from outside government as well as among organizations and
employees within government.

As well as being an approach to management, the NPM is a theory of
governing more generally. One of the fundamental arguments, if generally
made implicitly, is that political domination of governing is likely to be
inefficient and therefore governing will be improved if as many things as
possible are removed from the hands of the political class. The tendency to
move activities out of the center of government into agencies, and to use
a variety of alternative service-delivery mechanisms, has tended to reduce
the number of levers that political leaders can pull to achieve the results
they desire, and the results they promised in elections. Those structural and
procedural reforms, in turn, appear to have allowed managers to make more
decisions about the content of policy as well as about its implementation.

The principal alternative to the NPM has been a series of participatory
reforms designed to enable not only citizens but also lower-level public
servants to have greater influence over policy and implementation. These
reforms have been justified largely on democratic terms, in contrast to the
efficiency and effectiveness associated with NPM. That said, a number of
scholars of public administration, as well of organizations more generally,
have argued that involving the lower echelons of organizations and members
of civil society more directly in decisions provides more information about
the actual functioning of programs.

One important extension of the participatory reforms has been the develop-
ment of “governance™ as the means for delivering services, and often for
deciding on policy, in a number of developed democracies. The logic of the
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governance reforms has been that the conventional hierarchical models of
bureaucracy, and the conventional representative models of democracy, have
become outmoded. The public appear to be losing faith in political parties
and in elections (Dalton and Wattenberg 2000; Mair and van Biezen 2001),
so that contemporary states are increasingly legitimated by their outputs rather
than by the democratic processes that have in the past legitimated them.
In addition, the bureaucratic processes through which governments have
delivered public services are seen as clumsy, ineffective and unresponsive.

Those conventional models of governing have not recognized their own
failures, nor the development of elements in the civil society that are cap-
able of providing a substantial amount of self-steering in their own policy
areas. As networks of social actors have come to take more responsibility
for aspects of governing, the emergence of the concept, and the reality, of
governance has meant that the state can be relieved of many of its more difficult
tasks. Some scholars (Rhodes 2000) have made the extreme argument that
societies can be governed almost entirely by self-organizing networks of
social actors. Even in less extreme views, however, it is clear that social actors
— interest groups, NGOs, and perhaps some individuals — are providing
governance in a wide range of policy areas.

The governance argument, and again its reality, is not viable in all polit-
ical systems. The heartland of this style of governing is Northern Europe,
especially Scandinavia and the Low Countries, although there are notable
examples from the United States (Milward and Provan 2000). The dicho-
tomy between state and society in the Anglo-Saxon world has made this style
of governing more problematic, and often the close relationship between
the public sector and groups may be considered corruption. Further, in the
less-developed world and in transitional regimes there may not be a civil
society with sufficient strength to provide an alternative to formal governance
through the public sector. Despite these caveats, there has been a sense that
the basic logic of network governance has become ever more widely spread,
in practice as well as in academic discourse.

The need for meta-governance

The reforms of the public sector associated with both NPM and “governance”
have tended to produce a number of benefits but have also produced a num-
ber of unintended and largely negative consequences. These consequences
tend to affect not only the management of public programs but also the
political process itself. One can identify a wide range of problems arising from
network governance, but I shall discuss only four of the more significant
ones here: decision-making, coordination and accountability. Also, while I
am discussing these problems as if they are self-evident, they may not be;
and a good deal of the politics of contemporary network governing reflects
attempts to overcome these issues.
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Decision-making

The rather clumsy bureaucratic institutions associated with conventional
governing do have their problems but they do have the capacity to make
decisions. In representative democracy, majority rule and other constitutional
conventions ensure that decisions can be made.’ Likewise, implementation
through public bureaucracies is done following legal constraints, so that again
there can be decisions. These words of praise do not mean that the decisions
taken are high-quality decisions, only that a decision can be made.
Making decisions in the networks associated with “governance” is not
as easy as it is sometimes assumed to be. Unlike formal institutions, most
networks, or other types of structures involving social actors in governing,
do not have clear decision-rules. The implicit norms are to bargain to con-
sensus, but that bargaining may produce decisions by the lowest common
denominator (Scharpf 1988) unless there are other norms in place concern-
ing checking one’s self-interest at the door.® Without either ex ante rules
or strong informal norms, governance is likely to produce no decisions, or
relatively poor quality decisions. While the advocates of network govern-
ance may be excessively optimistic about the self-organizing nature of those
structures, they do seek to provide an alternative to hierarchical control.
The above discussion of networks can be extended to include some market-
oriented versions of service delivery associated with NPM. For example, con-
tracts and public—private partnerships involve agreement among the parties
involved, and can therefore result in no deal being struck, or in a deal being
made that does not move much beyond the lowest common denominator.
Further, part of the logic of NPM has been to infuse the public sector wth
private-sector values, and therefore the decisions being made may not reflect
as strong a sense of the public interest as might be desirable.” Again, to make
these arrangements function in the public interest may require infusing them
with values that go beyond the interests of the separate parties involved.

Participation

A major democratic issue involved in the development of governance through
networks and other more informal mechanisms is simply whether demo-
cracy is actually advanced through mechanisms that are purportedly more
democratic. Part of the logic of developing networks of social actors is that
conventional representative democracy is failing as a means of translating
public wishes into action. If nothing else, there is substantial evidence that
public involvement with political parties and in conventional modes of par-
ticipation has been declining markedly (Mair and van Biezen 2001). Further,
networks are designed to involve more actors in processes of governing
and also to involve them in governing on a more continuous basis, so that
democracy is not just at election time.
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Despite the problems inherent in representative democracy, it is not
clear that networks will do that much better in representing social interests
in governing. The network models of democracy depend upon the involve-
ment of the full range of interests and individuals in society, but the very
people who may be excluded from effective participation in representative
institutions may also be excluded from participation in the networks. Being
involved in a network for governance involves, at a minimum, some level of
organization; and the socially excluded in societies are, almost by definition,
those with minimal organizational skills. Even if somehow included in net-
works, those same people would have, on average, fewer persuasive skills
and would, again on average, be less capable of influencing decisions.

Coordination

Governments have had difficulties in coordinating their activities as long as
there have been governments. Individual organizations and programs pursue
their own goals, often at the expense of broader goals for government as a
whole. The absence of effective coordination in the public sector generally
reduces the efficiency and effectiveness of public programs, and also enhances
the familiar public perception of the incompetence of government. Further,
a failure to coordinate effectively will produce lacunae, with some important
public problems not being addressed adequately.

Although poor coordination is a familiar problem, it has been exacerbated
by the reforms of the past several decades. For example, the use of the agency
model for service delivery has created an even greater number of autono-
mous organizations that then have to be coordinated. Likewise, networks
and public organizations closely linked with networks may be more difficult
to coordinate than organizations within the public sector. Finally, senior man-
agers have been empowered to make more of their own decisions, so that they,
too, may be more difficult to coordinate through the usual mechanisms.

The general strategy for decentering reforms has been to focus on good
management and efficiency within a single organization or policy area. That
strategy has had numerous successes, but at the same time it weakens the
capacity of governments to impose general policy initiatives and priorities.
For example, the creation of a large number of autonomous or quasi-
autonomous agencies has created many more organizations that need
coordinating.

Accountability

Finally, the principal issue that arises in the development of NPM and of
governance styles in the public sector is accountability for the decisions that
are taken in the name of the public. Both these alternatives to traditional
forms of governing tend to attenuate the linkages between public action and
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political organizations, and to assume that those political linkages are perhaps
less important than had been thought conventionally. There are further assump-
tions about alternative forms of accountability (see Mulgan 2000, 2009) and
control, but these alternative mechanisms may not substitute in a demo-
cratic system for the primacy of politics and ministerial responsibility for
public action.

Accountability is often conceptualized as a mechanism for enforcing
control over public organizations and programs, but it is also a means of
guiding the improvement of programs. The structural and procedural ele-
ments contained in the reforms over the past several decades not only weaken
the capacity to control government; they also limit the error-correction
elements of accountability. The logic is much the same, with the breaking
or attenuation of the linkages between the political leaders and program
delivery implying that any learning or control also will be broken.

Summary

The use of both NPM and the governance approaches to organizing and
managing the public sector have produced some clear benefits for the
public sector and for citizens; but, as with any set of reforms, there are also
costs involved. These costs have been minimized by the advocates of these
reforms, and have also been less obvious because there have been some real
benefits created and also because these reforms were compatible with the
general neo-liberal ideology of the era in which they were implemented. In
addition, the reform process has been supported and advocated by a range of
international organizations that have legitimated and diffused these changes
in the public sector.

It is to some extent obvious what problems have been created by these
reforms, but it is less clear what the most appropriate solutions to these prob-
lems would be. The simplest response to these changes might be to attempt
to return to the status quo ante. That is almost certainly not possible, although
probably more for the participatory and network reforms than for the
NPM reforms. Having permitted greater involvement of both employees and
social actors, it would be difficult to eliminate that participation. Therefore,
political or administrative leaders who want to be able to steer effectively
must find ways of using the gains achieved through prior reforms while still
overcoming the problems that have been created.

Meta-governance strategies: when should we meta-govern?

The final question to be considered when dealing with the meta-governance
of public programs is when, within the policy process, to emphasize
meta-governing. The traditional approach to public management relied on
controlling administrative processes and using ex ante rules to ensure that
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decisions conform to law and to the directions coming from the political
leadership. That hierarchical style of governing has been the target of a
great deal of the reform efforts already described. The reforms described
above have tended to reverse much of the hierarchical nature of governing,
permitting individual public organizations as well as networks to make
more of their own decisions and to be held accountable for those decisions
after the fact.

The implications of the changes in management are that any attempts
to restore control over implementation will have to be ex post, attempting
to detect problems after the fact and asserting control largely through error
correction. To some extent, accountability has always relied upon error
correction and punishment, and even more contemporary instruments for
control such as performance management (see below) may depend heavily
upon detecting poor performance after the fact. That error correction is
valuable but may also be inefficient in permitting the misuse of resources
and the waste of time. Therefore, attempts at meta-governance that only
correct errors should not be dismissed entirely, but they are perhaps less
efficient at altering steering than are more direct instruments. Governments
are far from perfect in governing, as an extensive literature documents,
but having them overseeing other actors still provides for redundancy in
controlling policy.

Instruments for meta-governance

The choice of instruments for meta-governance represents an answer to
the question of “How” to meta-govern. Instrument choice is an important
question for any attempt at governance, but is perhaps more difficult for
meta-governance because of the numerous challenges already discussed. The
task is to find instruments that can provide effective steering while at the
same time permitting the targets of the control to retain a good deal of their
capacity to make autonomous decisions concerning a range of activities.

Performance management

Performance management has been one of the most common instruments
associated with NPM. The basic logic of performance management is to
develop suitable measures of the outputs and outcomes of public action, and
by using those measures to drive improved service delivery by the public
sector. Making this method effective in turn requires the identification of the
goals of government and making the linkage between those goals and the
indicators of public-sector activity. Although there are numerous problems
in the identification of appropriate measures, the basic idea can be help-
ful in both managing organizations and in holding those organizations
accountable.
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Performance management can also be seen in the context of meta-governance.
Setting the goals enables senior managers and/or political leaders to deter-
mine what the organization should be doing, while allowing the organizations
to shape the actual means through which those goals would be reached. The
latitude that the organizations may actually have in that implementation may
actually be constrained to some extent by the goals, but even then there is
some ability for a public organization or a network of actors. If performance
is indeed what matters, then the organizations and networks should be able to
make many of their own decisions about the actual provision of the services.

Strategic management

Much of traditional management within the public sector has been detailed,
and has tended to specify procedures and the details of programs. Further,
much of that management has been conducted within individual programs
and organizations, and, even if successful in improving performance, does
not contribute to overall governance of a political system. Indeed, enhanced
performance within the single organizations may reduce the overall per-
formance of a system by reducing the probability of coordination among the
various components of the system.

Therefore, one important strategy for improving the governance of that
entire system of governance is to focus on policy coordination. The focus
on coordination, in turn, should proceed from negative coordination through
to positive coordination (Scharpf 1994) and finally through to strategic
management. The more strategic approach would continue to emphasize
coordination among the actors, but would do so around the principal goals
for the political system and the society as a whole. This would be in contrast
to beginning with the limited, disparate goals of the individual organizations
and programs, and attempting to build coherent policies from them.

Strategic management can be thought of as meta-governance because,
although it posits the central values and goals for the policy process, it does
not need to specify the means of achieving those goals. As already noted
for performance management, establishing goals and then permitting choices
about attaining the goals provides substantial controls over policy directions,
and even about the style of implementation, but also preserves some aspects
of the autonomy of organizations and networks. If, indeed, this meta-
governance functions within the shadow of hierarchy, then the center can
always pull the power back and impose more direct controls; but the initial
efforts at meta-governing could be more indirect.

Budgets, personnel and the golden thread
In addition to the other reforms implemented within the public sectors, a

number of political systems have engaged in extensive internal deregulation
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(see Dilulio 1994). This deregulation has weakened rules in areas such as
procurement, personnel management and the budget. Further, public bud-
geting more generally has been reforming to provide managers with greater
latitude in making decisions about the use of money. “Bulk budgeting”
provides managers with a global budget, which they can use rather freely to
make their programs perform as well as they can, within the bounds of law
(see Scott 1996).

Contracting and the use of networks also provide a great deal of man-
agerial freedom. The managers responsible for monitoring contracts and
partnerships are also being given substantial latitude, and require that
latitude to be able to be effective in more complex governance situations.
Given that almost necessary latitude for managers, maintaining some thread
of control is essential for asserting the primacy of political control over
the activities of the public sector. The control need not be extensive but
still is necessary, so therefore relying upon a relatively simple instrument
or indicator may be crucial for meta-governing and much less disruptive than
more direct instruments for control.

While controlling the budget is perhaps the most obvious means of meta-
governing, controlling other basic inputs into the system may accomplish
the same purpose. For example, controlling personnel allocations can also
provide a relatively simple source of control over individual organizations,
albeit perhaps not as direct as it might have been when a greater share of
public-sector activity was provided directly, by career public servants. Controls
over secondary legislation also function as powerful means of controlling
seemingly autonomous public organizations, although these are less effective
for networks or other more devolved forms of public governance.

Soft law

Much of the process of governing is conceptualized as the use of law and
formal authority. This style of governing has a number of positive features
and has served most governance systems very well. However, just as increas-
ingly true for governance (Salamon 2001) more generally, these formal
instruments appear less acceptable to people working within government. Much
of the logic of the NPM has been that public managers should have greater
independence from these types of controls, while the logic of the more
participatory style of governing has been that lower levels of government
should also have greater autonomy. Both of these approaches therefore have
tended to lessen central controls without replacing them with establishing
compensatory governance systems.

The idea of soft law has been applied primarily in international governance
(Abbott and Snidal 2000) and within the European Union (Morth 2004). In
these settings there has been a marked absence of formal authority and
legitimacy that is central to traditional institutional settings of governance.

46



META-GOVERNANCE AND PUBLIC MANAGEMENT

The European Union has been able to use soft instruments to address policy
areas that are formally outside its competence. By shifting from formal instru-
ments associated with the “Community Method” to the softer instruments
based on negotiation, goals were reached that could not have been reached
through the more conventional means. The Open Method of Coordination
in the EU (Borras and Jacobssen 2004) and the European Social Dialogue
(Smismans 2008) are two of the more evident examples of the use of soft
law in the multi-national setting.

The lessons derived from the experiences in international settings are
applicable to the national and subnational levels. While these governments
may be functioning within their area of competence, they may still confront
an increasing range of barriers to the use of formal instruments for control.
Certainly networks and other forms of informality in the public sector pre-
sent resistance to hierarchical controls, as do autonomous organizations within
the public sector itself. These organizations also tend to have a stronger polit-
ical base than do those in the international environment, and hence may be
more capable of resisting efforts to impose stronger forms of control than
are the organizations in the international setting.

Perhaps the most important difference between actions within the inter-
national system and national policy-making is that there is at least some
vestige of a shadow of hierarchy at the national level, regardless of the
decisions that have been made that tend to lessen the level of control within
those largely hierarchical systems. Thus, while soft law may be the only option
for many dimensions of international governance, for domestic policy soft
law may just be a convenient and efficient instrument, or set of instruments,
for coping with potential political resistance to imposition of central policy
decisions.

Trust and values

The above instruments for meta-governance depend upon relative formal-
istic and structural approaches, albeit ones that do not rely exclusively (if
at all) on hierarchy. Using formal solutions is the natural reaction for most
people working in the public sector, but a softer approach to governing (or
meta-governing) may be to attempt to build values that can steer the range
of organizations. There may be some common political values in societies
(Painter and Peters 2009), as well as common administrative values (Hofstede
2001), that can shape the implementation of public programs and facilitate
achieving public purposes.®

The use of trust and values corresponds to the idea of shaping behavior
through shaping the environment of action described in the introduction.
Governing through these instruments represents one of the cheapest and most
effective approaches to meta-governance, and to governance more generally.
If the would-be meta-governors can shape the values and the incentives to
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which the individuals making decisions respond, then the outcomes desired
may be reached with little investment of resources, and with a continuing
effect. The difficulty comes, of course, if the meta-governors change — e.g.
there is a change in the governing coalition and there is a new set of values
to guide decisions.

In the context of network governance and other more informal styles
of governing, the use of values to steer requires to some extent that those
values represent strongly the importance of the public interest. Scholars such
as Moore (1995) have emphasized the importance of public values within
the public sector itself, but those same values need to be extended to the other
structures providing public services. Indeed, those values are more crucial
for these devolved structures that are inherently more impacted by the
values of the private actors (market or non-market) that are contained
within them. Further, if these basic values about the publicness of the
public sector are institutionalized well, then even changing the operating
premises of policy — again, as when there is a change in government — can
be accomplished more readily.

Summary

Meta-governance, and the perhaps more basic concern with governance, reflects
the need to provide direction to economy and society, as well as the diffi-
culty of providing that steering. Attempts to provide less direct mechanisms
for steering society, and granting greater autonomy to actors within the
public sector, have generated numerous managerial benefits. These reforms,
however, have also created managerial problems within the public sector.
These reforms have also created many political problems by reducing the
levels of control that political leaders can exercise over public policies.

While reducing the levels of direct political involvement in the details of
policy may have been desirable from the perspective of increasing efficiency,
it was less desirable from a democratic perspective, and many politicians (and
their constituents) have sought greater control by those elected representatives.
As already noted, meta-governance strategies provide a way of providing
that direction while at the same time preserving some of the efficiency gains
from decentering reforms of government. The choice of meta-governance
strategies, then, is an attempt to reassert some balance of power within the
policy-making systems of the public sector, and to continue to involve non-
state actors in the process while recognizing the primacy of politics.

One administrative reform tends to beget the next, as the difficulties
created by one set of changes tends to create demands for additional changes.
The question now is what will be the reaction to meta-governance reforms
that are being implemented. One option might be to make the state role in
governance even stronger, especially when having to confront the probabil-
ity of a long and severe economic downturn. The other option might be to
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find new ways of involving the market and civil society in governing and to
weaken further the role of the political aspects of governing.

These choices will not be easy, and may be country-specific. Much of the
research on reform in the public sector has tended to assume rather common
patterns of change, but we may now expect somewhat greater divergence
among these systems. Coping with a major economic crisis, as well as with
other major policy challenges such as climate change, may cause states to
revert to more traditional patterns of governing. That would mean that more
liberal states would rely heavily on the market, and more étatiste states would
reassert more direct state dominance. The observed pattern to date has
been to some extent the reverse of that, with liberal Anglo-American systems
becoming heavily involved with steering and some European states such
as Germany being more laissez-faire. Still, coping with a crisis can be a spur
for reform and can help reveal future patterns of governing.

Notes

1 One suitable date for marking the beginning of the transformations would be the
election of Margaret Thatcher in 1979. See Savoie (1994).

2 In many ways, Lowi was writing about meta-governance without doing so expli-
citly. See Nicholson (2002).

3 These reforms are hardly new, they emphasize the private more than the public,
but they are indeed about management.

4 Governance is used to describe a variety of different aspects of the general process
of governing. Here it is being used in a somewhat restrictive sense to mean the use
of networks of social actors to do some parts of the work of governing that might
once have been done by formal public organizations.

5 The major exception to that generalization would be presidential systems in which
the conflicts between relatively equal branches of government can produce “grid-
lock”. Some of the same gridlock may be produced in parliamentary systems that
have the possibility of being “divided” because of second chambers (Elgie 2001).

6 Network structures may therefore reflect the classic problem of the commons, in
which the pursuit of individual interest may undermine the collective good. The
evolution of rules and norms as described in Ostrom’s work (1996) appears to
represent the exception rather than the rule in these cases. In particular, the cases
of developing rules autonomously tends to occur primarily in smaller settings rather
than in situations involving powerful national actors. What is the foundation of
this remark? I would argue the reverse. A lot of work exists on the role of rules
and institutions in networks.

7 That said, having the common values may facilitate making the decision.

8 Of course, those same virtues about the public sector may make political change
more difficult and may require cultural change as well as (relatively) simple changes
of structures and procedures.
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4
INNOVATIONS IN GOVERNANCE

Mark Moore and Jean Hartley

Introduction

This chapter explores a special class of innovations — innovations in govern-
ance — and develops an analytical schema for characterizing and evaluating
them. To date, the innovation literature has focused primarily on the pri-
vate rather than on the public sector, and on innovations which improve
organizational performance through product and process innovations rather
than on public sector innovations which seek to improve social performance
through reorganizations of cross-sector decision-making, financing and pro-
duction systems. On the other hand, the governance literature has focused
on social coordination but has not drawn on the innovation literature. The
chapter uses four case studies illustratively to argue that innovations in
governance deserve greater theoretical attention. Further, it argues that five
inter-related characteristics distinguish public sector innovations in governance
from private-sector product and process innovations. Innovations in govern-
ance: go beyond organizational boundaries to create network-based financing,
decision-making and production systems; tap new pools of resources;
exploit government’s capacity to shape private rights and responsibilities;
redistribute the right to define and judge value; and should be evaluated in
terms of the degree to which they promote justice and the development of a
society as well as by their efficiency and effectiveness in achieving collectively
established goals.

Innovations in governance as an emerging research domain

Recently, there has been a great deal of both professional and scholarly inter-
est in “innovation” in the public sector (Altshuler and Behn 1997; Borins
1998; Hartley 2005; Moore 2005; Mulgan and Albury 2003; Albury 2005;
National Audit Office 2006). Among professionals, innovation is seen as a
critical method for improving the performance of government, and enhancing
government’s legitimacy with citizens. Nothing other than an innovative
government can keep pace with citizen aspirations for a government that is
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both efficient and effective in its core operations, and capable of responding
to the diverse and changing needs of a modern society.

For their part, public management scholars (Hartley 2005, 2006, 2008;
Osborne and Brown 2005; Landau 1993; Walker et al. 2002; Koch and
Hauknes 2005; Moore 2005) have focused on the kinds of changes in govern-
ment' that should count as important innovations, how much innovation
occurs, what structures and processes promote or retard innovations, and
whether current institutional structures and processes support enough
innovation for government to respond to or anticipate societal demands for
change.

Our focus in this chapter is on what we claim is a distinct class of public
sector innovations that deserve special attention: a class of innovations that
we characterize as “innovations in governance”. These innovations differ from
standard intraorganizational innovations in products, services and production
processes in at least two obvious ways. On the one hand, the innovations
are conceived and implemented above the organizational level: they involve
networks of organizations, or the transformation of complex social produc-
tion systems rather than changes solely within a particular organization. On
the other hand, these innovations focus not only on concrete changes in
what particular things are produced through what particular production
processes, but also on the ways in which productive activity is financed (or,
more broadly, resourced), the processes that are used to decide what will be
produced, and the normative standards used to evaluate the performance of the
social production system.

We focus on this class of innovations for two different reasons. On the one
hand, we argue that these innovations are theoretically interesting because
they challenge conventional ideas about what constitutes an important
innovation, where and how innovations are produced, and how they might
best be evaluated. On the other hand, these innovations are important in
practical terms. Those innovations in the public sector that are brought
to public attention, or which win awards, often have the characteristics
of being important or significant because they change where and how
innovation is produced, as noted above. For both theoretical and prac-
tical reasons, then, we suggest that this class of innovations deserves close
attention.

We want to be clear, however, that our approach to this subject is
exploratory. We suggest but cannot confirm that we have identified a set of
public sector innovations that are both similar enough to one another and
different enough from other kinds of innovations to be considered as a
coherent class of innovations. And our suggestion that, in practice, this class
of innovations is both common and important among all public sector
innovations requires further investigation. All that we are sure of is that there
are some kinds of innovations now being developed in the public sector that
do not resemble the standard picture of product and process innovations
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that occur in manufacturing and service-delivery firms in the private sector,
or the standard picture of program innovations in public-sector organiza-
tions. We suggest, however, that it is likely that in explaining how such inno-
vations occur, how to evaluate their impact, or how to teach people how to
do more of them or make them more successful, we shall have to go beyond
existing theories of innovation. This chapter is part of the journey of dis-
covery about such innovations, their explanation and impact.

Evidence that “innovations in governance” have been an important part
of the overall level of innovation in government is not hard to find. Most
descriptions of important innovations in the public sector tend to focus
on these kinds of innovations as well as on more traditional product and
process innovations. Evidence that innovations in governance have given
the academics trouble comes from the fact that when the theoreticians
seek to categorize different kinds of innovations they often start with the
familiar product, process and technology categories, but end up having to
create some kind of residual category. Walker et al. (2002), for example,
include the concept of “ancillary innovation”, defined as that which involves
“organization—environment boundary innovations”. Mulgan and Albury
(2003) talk about “systemic innovation”, which results from or is based on
the development of new underpinning technologies (or production systems)
and/or organizational forms necessary to sustain and guide these new
production systems. Only Hartley (2005, 2008) mentions the concept of
governance innovations, in an outline of the dimensions (not categories)
of innovation. These include changes to institutional forms of government
(such as the devolution of power from national government to newly estab-
lished governments for Wales and Scotland) and changes in organizational
form and arrangements for the planning and delivery of services (e.g. pri-
vatization, new collaborative arrangements between the public and private
sectors) as well as those innovations that provide for greater public and/or
user participation in service design and delivery, and in the use of boards
to govern particular choices and services (e.g. school governing bodies).

Importantly, when we turn to the literature for guidance about how to
understand such innovations, we find a gap. The innovation literature (for
both private and public sectors) helps us understand what counts as an
innovation. That literature makes it clear that innovations have to be more
than mere ideas: innovations are new ideas and practices brought into imple-
mentation (e.g. Bessant 2005; Tidd et al. 2005; van de Ven 1986; Wolfe 1994).
They are therefore different from inventions (Bessant 2003). Some commen-
tators also add that an innovation is different from continuous improvement
or other minor changes. For example, Lynn (1997) argues that “Innovation
must not simply be another name for change, or for improvement, or even for
doing something new lest almost anything qualify as innovation. Innovation
is properly defined as an original, disruptive, and fundamental transformation
of an organization’s core tasks” (p. 154). In this formulation, innovation
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is a step change for the organization (see also Utterback 1996). Moore and
colleagues (1997) argue that innovation is “large enough, general enough
and durable enough to appreciably affect the operations or character of the
organization”. Innovation may also include reinvention or adaptation of
an innovation in another context, location or time period (Rogers 2003;
Thompson 1965).

But all of this discussion of innovation focuses on innovations within
organizations — important changes in what organizations produce and deliver.
It does not focus on changes in structures and processes operating above
the level of a single organization, and on financing, decision-making, and
evaluations of performance as well. If, then, a public-sector innovator had
made changes above the level of a given organization that transformed social
conditions by changing the social structures and processes that generated
resources to deal with the problem, or changed who was responsible for doing
the work, or allowed individuals to make voluntary contributions to the social
purposes in exchange for more control over what was being produced with
social resources, the existing literature on public sector innovation seems
to have relatively little to offer. The public sector literature on innovation
will need to conceptualize and theorize innovations in governance as well as
innovations in government organizations.

When we turn to the governance literature, in contrast, we find a litera-
ture that is attuned to an analysis of the broader social systems that guide,
finance and produce large social outcomes. Kooiman (2003), for example,
has defined governing as “The totality of interactions, in which public as well
as private actors participate, aimed at solving societal problems or creat-
ing societal opportunities; attending to the institutions as contexts for these
governing interactions; and establishing a normative foundation for all
these activities” (p. 4). Government, as an important governance institution,
is able to use its powers to convene actors from different sectors, and both
to regulate and to finance their activities might play an important role in
introducing innovations in the (social-level) governance of the social production
systems. But this literature has not focused on how to analyze particular
changes made in governance processes, and their implications for the trans-
formation of both social conditions and the redistribution of the burden of
producing those social conditions, or on the methods that were used to bring
this new governance system into existence and to sustain its operations. In
short, the governance literature misses the detailed operational focus that
characterizes the innovation literature.

The gap in the academic literature on innovations in governance, noted
by Hartley (2005), is unfortunate, for the practical world seems to be
producing a great many innovations of this type. Indeed, we seem to be
going through a revolution in the governance of public production systems
as governments seek to reach beyond their borders to find additional
resources, additional operational capacity, and even additional legitimacy
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to achieve their assigned goals. Some of the innovations involve changes
in organizational-level governance — for example, a school is required to
establish a parent’s council that can oversee its operations, or patients in
public hospitals are given increased powers to voice their concerns about
service quality. In other situations, the innovations involve new ways of knit-
ting elements of different organizations together to create a more effective
problem-solving approach to a given problem (Skelcher 2005). Hill and
Lynn (2005) argue that “the focus of administrative practice is shifting from
hierarchical government towards greater reliance on horizontal, hybridized,
and associational forms of governance” (p. 173). These shifts, in line with
other changes associated with “networked governance” (Benington 2000;
Newman 2001), have implications for management, both in terms of organ-
izational and inter-organizational processes, and potentially for performance.

Hierarchical government has been able to harness the use of state authority
as well as resources to achieve outcomes, sometimes coercively (e.g. through
legislation about taxation and military powers) and through its claim to have
a democratic mandate. The shift to achieving societal goals through partner-
ships with the private, voluntary and community sectors means that influ-
ence becomes a significant strategy as well as (sometimes instead of’) formal
hierarchical authority (Hartley and Allison 2000). This has implications for
the ways in which managers undertake their tasks and for the organizations,
partnerships and networks within which they do this. Hence innovations in
governance become important to analyze as well as service innovations.

The gap in the literature is not hard to fathom. Both academics and pro-
fessionals who have sought guidance about how to produce value-creating
innovations have generally turned to the private sector for inspiration and
guidance. They do so for two reasons. First, the private sector tends to give
innovation a more prominent place in improving performance than govern-
ment has done. Second, there is simply more scholarship on private than
on public management. Consequently, in seeking scholarly guidance about
the role of innovation in improving governmental performance, and the
processes that can foster value-creating innovation, one naturally turns to
the private sector literature. However, the private-sector literature has not
examined innovations in governance, and there are few studies which
have examined innovation above the firm level (Hartley 2005). Many of
the innovations which concern the public sector are not the process and
product innovations that have been the meat and potatoes of innovation
in the private sector. They are, instead, innovations designed to reshape
a broader social system that not only produces public goods and services
(and, in doing so, to transform aggregate social conditions in socially
desirable ways), but also provides the financing and material to produce
these results. They also shift the location of decision-making authority over
the new system to determine how the benefits and burdens of that new
system will be distributed.
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Method of inquiry

The purpose of this chapter is to initiate a more sustained, detailed inves-
tigation into this particular class of innovation that seems to be both very
important in government and less well understood by the private sector
literature.” The method is to look closely at a small number of public
sector innovations (based on documentary evidence, obtained from teaching
cases and from official reports and the media) that seem to fall within the
broad set of innovations in governance, taking care to ensure that the selec-
tion of the cases includes some important variants. We do not offer these
cases as reliable histories of events, nor as complete evaluations of their social
impact. Nor do we offer these cases as a representative sample of innova-
tions. We offer them, instead, as particular instantiations of innovations in
government that do not seem to fit the accepted frame of product and pro-
cess innovations discussed in relation to the private sector. They provide
an opportunity to explore these apparently anomalous forms of innovation.
The value of the cases lies in their ability to challenge our conceptual thought,
not in their historical accuracy or representativeness. From the cases we develop
five propositions about how innovations in governance are distinctive from
product and service innovations.

Innovations in governance: some illustrative
and challenging examples

Contracting with community groups for child protection services

The Massachusetts Department of Social Services was experiencing consider-
able difficulties in achieving the goals of their Child Protection Services (CPS)
programme. Preventing abuse and neglect of children had to be addressed
within financial constraints and with due regard for the privacy of families
and the rights of parents. As the agency sought to balance the interests of
the care of children, on the one hand, and the rights of families and parents,
on the other, it made decisions with negative consequences of two kinds:
failing to intervene where abuse or neglect was subsequently found, and
intervening where the cases turned out not to require action. The difficulty
of making the appropriate response in circumstances that are inherently
complex, dynamic and unpredictable (cf. Hoggett 2006), together with the
sensitive and ambivalent nature of the issues involved, meant that the CPS
suffered from a chronic threat to its legitimacy and effectiveness.

Such problems were particularly marked among immigrant communities
of Boston. Many did not trust the intentions, methods or procedures of
the CPS. They thought that the CPS did not adequately understand the
culture of local communities, which affected what constituted good and bad
parenting in that context. They did not think the agency obtained accurate
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information from individuals about family conditions or interpret it properly.
They did not think the agency had much to offer them when there were
instances of abuse and neglect.

Faced with this perceived crisis in the performance and legitimacy of the
CPS, which was also in serious financial difficulty, the Massachusetts Depart-
ment of Social Services developed an “innovative” approach which was based
on contracting out the service and which implicitly shifted the govern-
ance arrangements through delegating the responsibility for receiving and
responding to complaints about child abuse and neglect to community-based
organizations because they enjoyed much closer connections to, and much
greater legitimacy with, immigrant communities. This seemed innovative
not least because it tapped into a wider set of capacities and resources than
the agency possessed: local knowledge of the customs and mores of parent-
ing, ability to obtain and interpret information about conditions within
a family, and a capacity to make interventions that would feel appropriate
and useful to the affected.

However, behind this change lay some troubling questions for the observer.
For example, was the state delegating either the de facto or de jure right to
define what constituted abuse and neglect to a community-based organiza-
tion? If not, what decision-making and administrative systems would ensure
that the community-based organizations applied CPS standards accurately
and consistently? What would happen to the legitimacy and effectiveness of
the community-based organization if it was required to enforce CPS standards
of care and intervention? Would such a move undermine exactly the kind of
innovativeness that the state was seeking through this contract?

To make the arrangement workable, both organizations had to learn to
recognize their own and the other party’s interests and negotiate differently.
The government agency had begun with the goal of contracting out child
protection services, defined largely in terms of hearing and responding to com-
plaints about child abuse and neglect. The community-based organization
defined its interest in persuading the CPS to give it money for the provision
of services to clients, without taking responsibility for setting and enfor-
cing standards. In fact, these views dominated the actual negotiations and
led to a contract that was somewhat cynical on both sides: the CPS claimed
to have widened responsibility for abuse and neglect services (while actually
shifting its responsibilities and lowering its costs), and the community-
based organization accepted this responsibility but without really taking
the full responsibility for doing the work or accurately pricing the level
and activities required. The inadequacy of the contract was exposed later
when a child in the care of the community-based organization was found
to have been seriously abused. A formal investigation showed that the
community-based organization had not, in fact, taken the kind of con-
sistent responsibility for the care of children that the CPS claimed to have
contracted for.
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This case illustrates that innovation does not necessarily lead to improve-
ment (see also Hartley 2005 for this distinction). There was potential for an
innovation which would have enhanced public value (Moore 1995; Benington
and Moore forthcoming) by paying explicit attention to the governance
as well as the service innovation. Such an innovation would need the
community-based organization to organize a community-based discussion
about problems of abuse and neglect and ways to address child protec-
tion. It might have orchestrated such a discussion either on its own, or with
the CPS and possibly other interested stakeholders. Then, following that
community-based discussion, a whole system of prevention and intervention
involving individual and collective, community-based and governmental
action might have been developed. The difficulty for the CPS was that it
had been unable to focus on this as an innovation in governance arrange-
ments because they would only contract for service or process innovations
in child protection.

Private partnerships to support New York City’s parks

The New York park system was once one of the glories of life in New York.
Initially conceived in the mid-nineteenth century by Frederick Law Olmsted
as oases from urban squalor, and then extended as a wide network of easily
accessible green spaces, New York’s parks had long been a refuge for city-
dwellers. By the late 1960s, however, the parks were falling into disrepair.
The gardens were trampled; trees were vandalized; the greenswards were dusty
and littered; the recreational equipment was broken. They were less often
and less widely used because they seemed, and actually were, increasingly
dangerous.

The city government parks organization had become overwhelmed, with
insufficient financial and staff resources to run the city’s parks. It could not
rely on citizens to use the parks well nor could it generate public commit-
ment to the parks. Senior managers decided on a new approach. Instead
of the organization acting as though it was the only body responsible for
the parks, they decided to reach out for partnerships with citizen groups, to
encourage a greater interest in the parks in exchange for somewhat greater
control over what happened within them. The partnerships they created
took different forms in different parks, but in each case citizen groups
were invited to contribute direct resources to the park. This was not through
taxation (which ensures that the costs of park maintenance are fairly dis-
tributed amongst all citizens, but which reduces the perception of a person-
alized effect of contributions). Instead voluntary contributions of time and
money to particular parts of, or particular activities within, each park
were solicited. From one perspective, such partnerships might be viewed as
“selling” a piece of the public park to a particular set of users in exchange
for an additional voluntary contribution of labor or money. In practice, the

59



THEORETICAL PERSPECTIVES

newly renovated parks and the new, jointly sponsored activities were not
exclusively for the contributors; because they were (at least in principle) still
available to all. The volunteers may have felt particularly attached to the
park renovation, and they may have felt some special entitlements to use
the space and to host those who came to use the parks. But the parks retained
their public character in that they were free to all and the overall set of uses
for the parks did not change.

Through these partnerships, the New York City parks bloomed again. They
became prettier, safer, and much more widely used without costs to government
increasing. Arguably, the public value of the parks had been enhanced. On
the other hand, the commitment of voluntary time and resources created a
certain degree of informal moral agency and claim over influencing the debates
over public purpose, as we shall explore later.

Congestion charging in London

London is widely viewed as a world city, the powerhouse of the British
economy, and an international gateway for investment and tourism. Yet
it has been dogged by an inadequate transport system, which is seen as
limiting economic growth and the quality of life of its citizens, workers and
tourists. A combination of problems (underinvestment in public transport,
deterioration of the railway system following privatization, fragmenta-
tion of decision-making about infrastructure including transport planning
and provision) had left London at the turn of millennium with major traffic-
congestion problems. Private and commercial vehicle use in central London
had become slow and unpredictable, affecting business and leisure time. Public
transport was unreliable, giving car-drivers little incentive to use public trans-
port instead.

The development of an innovative solution, partly in the form of con-
gestion charging, came from a particular combination of circumstances. The
Transport Strategy was developed in recognition by politicians and managers
that four factors coincided in a way which meant that it was possible to start
to resolve London’s transport crisis. First was the innovation in governance
of the establishment of devolved government for London as a city. The new
Greater London Authority, with a directly elected mayor with a manifesto
about improving transport and travel, gave a strong democratic mandate to
tackle transport problems. In addition, at the same time, London’s trans-
port services were integrated through the establishment of a new organiza-
tion, Transport for London (a strategic innovation which underpinned part
of the governance innovation). Third, the central government, still newly
elected, provided a level of financial resources which helped to tackle
chronic underinvestment. The fourth element was the hiring of key senior
international managers with a proven track record of tackling transport
problems. Each of these elements can be considered an innovation in its own
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right, and they were used together to develop an innovative strategy for redu-
cing congestion in central London. A charge was introduced, from February
2003, for using a vehicle (other than taxis) in the central eight square miles
of London during the day. This was the first time for generations that roads
in London had been subject to a toll for use.

Initially, this approach faced a number of political and technical/operational
problems. Establishing a consistent and fair way of warning travellers of
imminent entry into the charging area, and monitoring road use so that
the charge could be applied were important. So was ensuring that pay-
ment and enforcement was effective, efficient and feasible, with travellers
having access to information about other forms of travel. There was also
a challenge to ensure longer-term viability of the scheme, and to encourage
behavioral changes in the travel habits of the millions who lived and worked
in London.

The political challenge was to create a vision and mobilize for the pro-
posed changes, with long-term commitment to the innovation. When the
policy was first proposed by the mayor, chaos and disaster were predicted by
the opponents of the scheme, and even ordinary Londoners were sceptical
about whether it would work. Civil disobedience, traffic gridlock in the area
just outside the charge zone, and intolerable pressure on the bus, Under-
ground and rail networks were all predicted. The plans of the elected mayor
and the newly devolved Greater London Authority, along with Transport
for London, were all put under the spotlight by the media and by lobbying
groups, though some groups were supportive. Politicians took time and care
to outline London’s problems, to explore options and to listen to concerns
about the new scheme. Managers held consultation events around London
to learn about the ways in which different groups might be affected. An import-
ant issue was to ensure that congestion charging shaped travel behavior
in fundamental ways, not merely raised funds for the city. In other words,
citizens and visitors had to learn to adapt to the new system. Since the intro-
duction of charging, car traffic has reduced by about 30 percent, business
has benefited from shorter and more reliable journey times, public transport
has (largely) coped, and cycling has increased.

Elder care in Singapore

Singapore’s highly centralized national government is committed to, and
has achieved, dramatic economic growth fueled by foreign direct investment.
Among the conditions that attracted investment was a government that pro-
tected private property rights and that could promise labor peace. Partly to
achieve this, government guaranteed access to high-quality housing, which
was highly prized by families.

Economic development gradually produced strains on the social and
governmental structures. There was an increasing demand for governmental
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processes that were more open and democratic — that allowed or encouraged
debates about public policy, and made governmental actions more account-
able. Also, as society became exposed to more individualistic Western
cultures, social relationships in families were altered, and concern arose about
an aging population. Longevity was increasing; and, despite the decades of
economic growth, it was possible that those who had created that growth
would not be financially secure in retirement.

To many, the aging population was not a problem because a well-
established social custom located responsibility not on the individual or
the state but on offspring. They had a duty to attend to their parents’ needs
which had been strong enough to produce both reliable care from the vast
majority of Singaporeans and vigorous informal criticism of anyone who
seemed to abandon their aging parents.

However, the customary system had always been incomplete (for example,
what about elders with no children?). It had always been imperfectly
enforced (there were some children who neglected their parents, and those
parents had no formal right of action against their children). In addition,
there was concern in government that customary duties were weakening
under the influence of both Western ideas and a sense that the state would
provide. It was conceivable that this customary system would break down,
leaving many elderly people exposed to penury and loneliness.

This issue was taken up by an appointed legislator as his particular
cause. He proposed a new public law to underpin the customary duty. The
law required children to care for their parents in kind or by financial
contribution, and gave neglected parents recourse to the law. It also allowed
the state to pursue children who failed in their duty of care. The shift
from the customary system to backing with statutory requirement and a
right of action was a significant innovation.

Preliminary considerations

We think it is fair to say that these sorts of innovations differ from the
product/service/process innovations that have been the focus of such exten-
sive attention in the private sector literature. But many of the most widely
remarked and celebrated innovations in the government sector seem to be
of these broader, more structural types where production, financing and
decision-making are all moved around in a new configuration to reshape
the system that determines what is produced, how it is financed, and whose
values are given emphasis in guiding the process of social production.

How are we to understand these innovations? They seem to work (to
varying degrees) in practice, but where do they fit in our theories of inno-
vation? How might the analytic frameworks we use for characterizing and
evaluating innovations have to be changed to accommodate these broader,
more structural types?
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Are innovations in governance really innovations?

Let us start by asking whether changes like the ones above deserve to be
called innovations and, if so, why. We can then turn to the question of what,
if anything, makes them different from product/process innovations.

The innovations described above may logically entail or create the condi-
tions under which many different process and product innovations can
occur. For example, it is quite likely that the new governance arrangements
in New York’s Central Park will generate a wider variety of uses of the
park ranging from gardening, to bird-watching, to ethnic festivals. Further,
for each of these new uses (or services) a different production and financing
system might be generated.

Similarly, the new system for governing the rationing of the roads in London
might require the development of many new products and activities that per-
mit the charging of individuals for travel — the technical arrangements that
allow us to make what was once a freely used resource one where use is more
exclusive through noting who is using the product/service and charging
them for it. But, while each of the governance innovations has dimensions
of production and service innovation, that is not the whole story.

One can also raise doubts about the degree to which these ideas are
genuinely new. The fact that these innovations seem to reach out to private
associations and private individuals to accomplish public purposes does
not seem particularly new. Society, acting with or without the help of
government as its agent, has always relied on or been shaped by charity
and civic action with or without the financial encouragement and direction
of government. Similarly, we have long been accustomed to the idea that
prices can be used not only to raise revenues for the seller, and to divide the
value of creating a product or service that is desired by a customer between
the producer and the user of that product and service, but also to ration
limited supplies of a given product, and to channel the products and
services to those who want it most (conditional on their ability to pay). We
have used this idea not only in the private marketplace, but also in manag-
ing the level and distribution of production for such utilities as water,
electricity and communications. So it does not seem such a big innovation
to use it as a device for rationing road use. And we have long understood
that public purposes such as elder care could be advanced by requiring indi-
viduals to act in accord with public laws as well as by relying on existing
moral commitments to induce individuals.

Still, what makes the cases interesting as innovations is that they do, in
fact, change the location and financing of social production, and the level
and distribution of things that could reasonably be called social or public
goods and services. The level, character and distribution of child protection
services change as community-based groups are drawn into the process
with government authorization and contracts. The fact that they are drawn
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into the production process gives them at least de facto and perhaps de jure
roles in deciding what will be produced, for whom, and in what ways,
with important consequences for both the parents (whose conduct is now
monitored differently) and the children (whose welfare depends so much
on the actions of parents). The level, character and distribution of park
services change as the new partnerships are initiated and sustained — and
with those changes an alteration in the observed character and utilization
of the New York City park system. The level, character and distribution of
the London roads service changes when congestion charging is introduced.
The level, character and distribution of aid to aging parents is altered when
legislation imposing this duty on children is discussed, passed and enforced
through private and public means. And so on.

It is because these innovations change what is produced, how the new pro-
ducts and services are distributed, how the burden of producing the services
is borne, and what happens to the material conditions in society that these
“innovations in governance” deserve to be taken seriously as innovations.
If they did not produce these material changes in what is produced for whom,
and how the aggregate social conditions are changed as a consequence, then
they would not be interesting as an important class of social innovations.

Five ways in which these innovations are different

The fact that these self-consciously constructed and introduced measures change
the material processes through which society seeks to deal with particular
problems makes them innovations that are worth noting as innovations. From
the point of innovation theory, however, what makes them particularly inter-
esting is all the ways in which they are not like the innovations in products
and services. They seem to differ in at least five, highly inter-related ways.

Bursting the boundary of organizationslcreating
network-based production systems

First, the innovations described above seem to burst the boundaries of
any particular organization, and to relocate and redistribute where and
how socially productive activity occurs. The contracts with community-based
organizations shift the production of child protective services from a state
bureaucracy to a network of community-based groups. The invitation to
private agencies to contribute their efforts to the maintenance of the parks
shifts both the production and use patterns of the parks from one that was
set by the Parks Department to one that is set by the Parks Department
working in a network of partnerships. London’s congestion pricing system
invites drivers in London to find other means for meeting the objectives they
pursue by using London’s streets.
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In each of these innovations, a particular organization stops being the
sole locus of change. Further, the organization’s future success stops being
the sole focus of evaluation. Instead the focus of attention shifts from the
analysis of what happens inside an organization to an analysis of a pro-
duction system that crosses organizational boundaries, and sometimes (as
in the case of both congestion pricing and the law mandating the care of
aging parents) reaches to the mobilization of millions of decentralized indi-
viduals. The way in which the innovation is evaluated, then, is not in terms
of whether it increases the productivity or success of a given organization,
but of whether it succeeds in altering the broad social conditions that have
become the focus of some collective concern. That collective concern could
have previously been seen as the exclusive responsibility of a given govern-
mental organization, but has now been transformed by the innovation into
a problem to be solved by a much wider production system that stretches
well beyond the resources that can be directly controlled by any given
government organization.

Indeed, it is precisely this move to burst the boundary of an organization’s
hold on a given (and complex) problem that represents an important
part of the innovation. As long as a given problem was held within a given
organization, and as long as society relied on that bounded organization
to solve the problem, the problem could not be fully addressed. It was only
when the society, acting through the agency of government, decided to
invite other actors into the solution of the problem that an important
change could be made. These innovations are less organizational innova-
tions, then, than system innovations that reconfigure production systems for
achieving a given social result.

Tapping new pools of financing, material
resources and human energy

Second, in many cases, innovations in governance focus not only on chan-
ging production systems, but also on tapping new wellsprings of resources.
Those new resources that are tapped can come in quite different forms.
Some of the new resources involve specific bits of specialized operational
capability that turn out to be valuable in achieving a particular purpose the
government has in mind. In the case of the community partnerships for
Child Protective Services, the State Agency hoped to tap into an asset that
a community program has naturally, and has further developed over time:
namely, its established knowledge of, and legitimacy with, the local community.
In the case of elder care in Singapore, the innovation is to strengthen a
voluntarily contributed private capacity to care for the elderly with a legal
obligation that will, ideally, add force and consistency to a voluntary
customary practice.
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At other times, the new resources come in a more fungible form; namely
financial contributions. In the case of the New York City parks, for example,
an important part of the innovation seems to be allowing relatively wealthy
New Yorkers who want their parks to be nice to make voluntary contribu-
tions of money. (The donors can make their contributions a bit less fungible
than they first appear by conditioning their availability on an agreement that
the government will use them in a particular way. But the specialization in
the use of the resources comes via institutional agreements rather than as
material aspects of the resources.)

Regardless of whether the resources come in the form of money, labor
or material, and regardless of whether the resources are highly fungible or
are specialized to some very specific purposes, one way that these inno-
vations seem to work in helping to solve public problems is by locating
and mobilizing resources that were previously on the sideline or not fully
exploited in the public effort.

Exploiting government’s capacity to convene, exhort,
and redefine private rights and responsibilities

Third, in seeking to mobilize more heavily resourced and more effective pro-
duction systems than it could when it was operating only through existing
government organizations with existing governmental resources, government
relies on different instruments to accomplish its ends. In the classic form
of government-led public problem-solving, government assumes the full
responsibility for defining a public purpose, mobilizing resources to solve
it, and deploying those resources in the most efficient and effective way through
a government agency. The principal operating instrument of the government
is the taxes used to sustain the operations of a government bureaucracy.
In the innovations described above, government uses different instruments
to achieve its results.

In the case of the CPS, it uses finances not only to support a government
agency, but also to contract with a private organization. It does so partly
because the organization already has some capacity that the government
needs and cannot easily develop, and partly because it might be able to use
moral suasion and the felt responsibility of the community group to make
a greater contribution than it could buy from more professionalized or more
commercial enterprises.

In the case of the parental support bill in Singapore, government uses
state authority to compel those who might be tempted to stray from their
customary duty to their parents, and gives vulnerable parents a right to
action against neglectful children. The creation of such an obligation has
to be accompanied by sufficient resources to ensure that cases brought by
parents can be heard in state courts. But the principal asset of the state that
is engaged is its authority to direct private action, and to mobilize the forces
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of informal social control to help enforce the obligation, a force that might
be strengthened or weakened through the passage of the law.

In the case of the New York City parks, the government attracts pri-
marily money and some voluntary labor to improve conditions in the parks,
and it does so by allowing private parties to make the contributions they
wish to make and to earmark their funds for those purposes and places. The
important and interesting change here is that the Parks Department gives
up its reliance solely on tax revenues in preference for accepting voluntary
contributions to the parks and, in doing so, gives up its exclusive power to
decide how the public parks will be maintained and used. As the price of
accepting voluntary contributions, government must negotiate with private
parties, and accept their ideas of what particular things they would like to
do with the parks, as well as make decisions on their own about what the
best or fairest use of the park resources would be.

In these innovations, then, government not only uses its money to animate
and direct activity of its own employees or contractors but also uses its direct
regulatory authority and its hortatory moral power to mobilize private
actors to make contributions to public purposes. It also allows individuals
to make contributions to what were previously wholly government-controlled
operations and, in doing so, allows the contributors to begin to make changes
to the results of the public system.

Redistributing the right to define and judge the value
of what is being produced

Fourth, the innovations described above seem to change the locus of
“decision rights” over the use of particular assets in society. This seems
to come as an almost inevitable consequence of changing organizational
boundaries and reaching out for private resources. When the state recruits
private money and community organizations to its purposes, it seems to give
up at least some of its power to define what should be produced, for whom,
and in what way. The New York City Parks Department loses some of its
iron control over what happens in the parks. The CPS loses its iron con-
trol over what happens in the handling of instances of abuse and neglect.
Because it seeks some voluntary help in both cases, those who provide the
help can negotiate the terms under which their help is offered. Because they
have the power to “exit”, their “voice” becomes more powerful in shaping
governmental policy and action. They do not have to remain “loyal” to the
government and its purposes.

On the other hand, the locus of decision-making and judgments about value
have shifted in emphasis away from the individual to the state in relation to
choices over free access (London) and the duty of care to elderly people
(Singapore). Decision rights that used to be held by individuals in a private
domain had been powerfully reconditioned by government authority.
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Evaluating the innovations in terms of justice, fairness and
community-building as well as of efficiency and effectiveness

Fifth, because these innovations use government authority as well as govern-
ment money, and because they redistribute decision rights over the use of
both publicly owned and privately owned assets, they invoke a different
normative framework for evaluating the innovations we observe. In the
classic case of private-sector product/process innovations, the innovations are
evaluated largely in instrumental, utilitarian terms. The important questions
are whether the new production processes resulted in lower costs, or higher
quantity or quality per unit of cost; whether the new product or service
positioned an organization more effectively in its preferred markets; and there-
fore whether it increased the prospects for maximizing shareholder wealth
(as revealed in increased public valuations of its stock price).

In the cases considered here, where the innovations seem to relocate either
responsibilities for producing publicly valued results, or rights to decide what
constitutes publicly valued results, or some combination of the two, one is
forced, we think, to evaluate the innovations not only in terms of efficiency
and cost-effectiveness, but also in terms of what might be considered right
relationships in the society — some notion of justice and fairness. After all,
when a collective policy-decision is taken to move some established respon-
sibility from the private domain to the public domain — as occurred when
the Greater London Authority assumed the right to charge drivers for using
certain London streets, or when the Singapore government legislated the
obligation to provide elder care to the children — we are as interested in
the question of whether that is a just and fair allocation of responsibility
in the society as we are in the question of whether it will work to transform
material conditions in desired directions. Conversely, when a collective
public policy-decision is taken to give private parties more power in shap-
ing what were previously governmentally dominated operations — when, for
example, the CPS decides to give community-based organizations increased
rights to shape the local response to child abuse and neglect, or the New
York City Parks Department allows private groups the right to make
financial and labor contributions to the parks that are conditioned on their
particular ideas of what would be a good use of that public asset — we are
also motivated to ask whether such a move is proper or not, and what
the implications will be for the overall fairness and justice of a particular
public production system.

Conclusion: innovations in governance as a
challenge to innovation theory

In these five respects, then, the innovations in governance seem quite differ-
ent from the innovations in products, services and production processes that
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we have, until recently, associated with innovation in the private sector. These
innovations change production systems that cut across the boundaries of organ-
izations, not just those of a single organization. They enlarge the range of
resources that can be tapped to enlarge and improve the performance of the
production system. They involve changes in what instruments government
uses to animate and direct the production system for achieving the desired
goals. They alter the configuration of decision-making rights with respect
to how private and public resources will be used. And they raise important
questions about the distribution of burdens and privileges in the society.
Precisely because they involve changes such as these, it does not seem
unreasonable to describe these as innovations in the governance of society
and social conditions, not simply as innovations in government operations.

In considering the future of innovations in the public sector, innovations
in governance are a significant part. It is possible that innovations will con-
tinue to evolve in ways which go to the heart of democratic government —
the processes by which a community discovers its own interests, and begins
to speak coherently as a collective about its aspirations of justice, prosperity,
social relations and ecological sustainability. John Dewey (1927) wrote in
The Public and Its Problems that the most important problem facing the
public is discovering itself and identifying its own true interests. We argue
that this challenge will only be solved by more practice with, and innovations
in, the processes of democratic deliberation itself.
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Notes

1 In this chapter, we use “government” to refer to both government organizations
(e.g. federal and national government, local government, etc.) and public service
organizations which may have a degree of autonomy from central government,
such as health services, criminal justice services, and agencies concerned with the
environment, public health, etc., but which are funded and regulated as part of
the public service sector.

2 Note: there is an equivalent issue in the private sector: namely, when private firms
construct new contractual relations or, more ambitiously, new governance relations
to improve their individual firm performance (see Tidd et al. 2005). This includes
mergers and acquisitions, which are evaluated in terms of the impact they have
on the market position of the firms involved in the mergers. It also includes the
complex bundles of ownership rights and responsibilities that have integrated high-
tech bio-med firms. It may even include choices that socially conscious enterprises
make about whether and how to form working partnerships with nonprofit
organizations. For our purposes here, however, we will focus most attention on
these activities in the public sector where government is one of the important actors
in creating or acting within a particular governance scheme.
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5

GOVERNANCE AND
GOVERNABILITY

Jan Kooiman

1. Introduction

This chapter is not about governance in general. There are several introductions
available giving a fair picture of the many approaches to the concept (e.g.
Schuppert 2005; Kjer 2004; Pierre 2000). Three features are common to them:
they reflect the growth of social, economic and political interdependencies;
governance is a matter of public as well as private actors; and dividing lines
between public and private sectors become blurred. They differ mainly by
directing themselves at a particular level, such as local, European or global
governance, or by focusing on a particular form or aspect, such as net-
work, multi-level, or participatory governance. The governance perspective
discussed in this chapter fits more in the second group looking at governance
as a societal phenomenon to be studied at all levels. In this sense Osborne
is correct in saying that it can be considered as “most expansively . . . social-
political governance as an over-arching theory of institutional relationships
within society” (2006: 381).

In its theoretical framework, interactions are given a central place as it
takes as its (normative) starting point that the solving of major problems
and the creation of major opportunities in modern societies are a combined
responsibility of state, market and civil society together — be it in different
and shifting combinations of interactions between actors and institutions within
and between them (Kooiman 1993, 2003).

The more detailed elaboration of the governance approach now becomes
part of the broader governability concept consisting of a system-to-be-
governed (SG), a governing system (GS) and the interactions between the
two (GI). The first part of the chapter is devoted to the interactive govern-
ance perspective as such, and the governability framework forms the second
part of this chapter (Kooiman 2008).
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2. Interactive governance

In accordance with other approaches, the interactive governance perspective
proceeds from the assumption that societies are governed by a combination
of governing efforts (Kooiman 2003). These governing mixes are “answers”
to ever-growing societal diversity, dynamics and complexity, and responses
to major societal issues such as poverty and climate change.

The main concept here is that of “interactive governance”, defined as the
whole of interactions taken to solve societal problems and to create societal
opportunities, including the formulation and application of principles guiding
those interactions and care for institutions that enable and control them.

The emphasis on “interactions” constitutes the main innovation in this
approach. Interactions are specific forms of action, undertaken in order
to remove obstacles and to follow new paths, whereby the definition of a
problem or an opportunity depends on the issue at hand as well as on the
position and understanding of the observer. The adjective “societal” is best-
understood by way of its antonym, “private”, and is often replaced by the
word “public” — it is everything that has a common, social and collective
component. Institutions are also included in the definition as they are
considered to be vital for any governance interaction. So, too, are principles
according to which interactions take place and institutions function. The
assumption is that governance arrangements lacking a normative basis suffer
from ineffectiveness and illegitimacy in the long run.

Theoretically the interactive perspective on governance proposes that
societies are made up of large numbers of governance actors, who are con-
strained or enabled in their actions by structures. Actors, in this perspective,
are any social unit possessing agency or power of action. These include indi-
viduals, associations, leaders, firms, departments and international bodies.
Structure refers to the frameworks within which these actors operate; these
limit or widen their action potentials, and must therefore be taken into account.
These frameworks include culture, laws, agreements, material and technical
possibilities. According to sociological reasoning, actors are continuously
making changes to these structures while at the same time being subjected to
their influence (Giddens 1984; Berger and Luckmann 1966). The analysis of
governance requires attention to both dimensions.

Present-day societies derive their strength from their diversity, complexity
and dynamics.

Diversity calls attention to the specific and varying qualities of actors and
other entities in a societal system. It is a source of creation and innovation,
but also carries the danger of disintegration. Complexity invites examin-
ation of societal structures, interdependencies and inter-relations, and is a
condition for combining interdependencies. The difficulty is how to reduce
it in an effective and responsible manner. By introducing dynamics of sys-
tems we call attention to the regularity or irregularity with which societal
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developments, often combined with tensions, take place. Dynamics create
the potential for change, but can have disruptive consequences.

These features continuously present societies with problems, but also with
opportunities. These opportunities and problems themselves are also com-
plex, dynamic and diverse. After all, they reflect the strengths and weaknesses
of these societies. This also applies to the institutional conditions under which
opportunities are created and seized, and problems formulated and solved.
To satisfy governance standards, such as being effective, efficient, legitimate
and social-political or interactive, governance itself has to reflect the diverse,
dynamic and complex character of the challenges it faces. Often problem
definitions are too simple, policies too static, and audiences too generalized:
this might be one of the primary reasons why so much governance does not
satisfy governance criteria as stated.

3. Governability

Governors, the governed and the nature of interactions among governors
and the governed all contribute to the governability of societies or parts thereof.
In other words: governability is not considered as something primarily due
to the quality of those governing or governance entities — as in older con-
cepts of governability often was argued (for an overview of this aspect, see
Kooiman 2008); in the interactive governance perspective, governability is
considered to be a quality of societal systems as wholes. For that reason, it
can be defined as the overall capacity for governance of any societal entity or
system as a whole.

The interactive governance approach assumes that the condition of govern-
ability of any system is continuously changing in response to external and
internal challenges. What may be high governability at a given time may be
low governability at another. Similarly, what may be effective governance
in one place may be ineffective in another. Acts of governance may influence
governability as a whole or any of its components. However, many external
factors influence governability as well, some of which cannot, or only incom-
pletely so, be handled neither by those governing or those governed at the scale
this is applied. This often enhances uncertainty with respect to the govern-
ability of a societal system or entity in its human as well as its natural parts.
One may state that governability is a condition fluctuating on a continuing
scale without ever reaching the extremes; it is never total or complete.

Systems

Systems are usually defined as the whole of inter-relations among a given
number of entities. Societal systems are “rich” in the sense that their com-
ponents and their inter-relations have many facets, will overlap in many ways,
all have their own histories and identities. Systems show properties which
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cannot be derived from simply adding properties of the constituting com-
ponents. What a system looks like, how it can be broken down, and what
its boundaries and other qualities might be depend on the perspectives of its
observers. Any system — societal, natural, or combinations of the two — can
be seen as part of a set or hierarchy of nested systems. Where in this set one
wants to locate a particular system also exists in the eyes of its beholders.
The more beholders with comparable ideas about a system, the stronger the
concept becomes, for study and for practical purposes. The flexibility of defining
systems, their parts, their boundaries and environments for particular
research purposes is one of its attractions. This general observation also applies
to societal systems.

The diversity, complexity and dynamics of the inter-relations between parts
characteristic for systems (societal and natural) make for uncertainties and
unpredictability in systems behavior. There is nothing secretive about these
qualities; they simply are the consequence of actors, elements or parts of
systems acting or interacting without having the possibility of knowing what
the results of their actions or interactions are for systems behavior as a whole.
Systems theorists such as Jervis (1997), Gell-Mann (1994) and Cilliers (1998)
all put great emphasis on this aspect.

Mechanisms like these have consequences for those (inter)acting in a
societal system, but also for the study of them, because basically reduc-
tionist approaches focusing on actors or interactions by themselves must fail
because the larger (system) picture misses (see, €.g., Mayntz 2004). But a purely
holistic one, where the system as such is the unit of analysis, does not work,
either. Combinations are necessary. By stressing the role of interactions as
we do, one step toward a better understanding of governance behavior can
be set.

Important is the conceptual relation between scale, level, hierarchy and
nestedness as we see the analysis of governance and governability of a
specific system as a choice of level in a set of nested systems. Scale is seen
as the spatial, temporal, quantitative, or analytical dimensions used to measure
or study any phenomenon and level as a unit of analysis located at the
same position on a scale. Scales and levels can serve different analytical or
theoretical purposes.

To understand what a system might look like, it must have boundaries in
one way or another. Societal systems with natural components or resources
included are open systems — up to a point. This is of importance not only
theoretically but also at a fundamental level. Completely closed systems,
according to the laws of entropy, will die in the long run, because every
system needs outside energy and/or information to survive. On the other
hand, completely open is not an option, either. Societal systems derive their
existence from a recognizable identity, and identity assumes or requires
distinction from its environment. So one might say that systems and their
environments together “constitute” these boundaries.
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Subsystems

One of the possibilities within system approaches is to define subsystems
together forming the system as a whole. It seems logical in the context of
the interactive governance of societal systems to take as a choice criterion
these interactions, defined as a subsystem (GI) between, on the one hand,
the subsystem-to-be-governed (SG) and, on the other hand, the governing
subsystem (GS). [For sake of presentation we delete the addition “sub”;
instead we speak of societal system and the three subsystems SG, GS and
GI.] So we might extend the definition of governability by seeing it as the
overall capacity for governance of any societal entity or system consisting
of SG, GS and GI. In practice this means that we consider the concept
of governability as an integrated whole, while explaining that each of its
components (SG, GS and GI) has a conceptual basis on its own. All three
components also have their own governability aspects. The SG we see as
all societal processes and structural arrangements, activities that form and
surround what we call societal primary processes, such as creating a family,
taking care of the sick, producing cars and catching fish. We do not intend
to develop general theories for them, but our interest is in focusing on
governability issues they may raise. The governing system (GS) consists
of actors, entities and parties having varying potentials available for their
governance roles and tasks with regard to the SG. GI we see as the
subsystem where all relations and interactions between SG and GS are
concentrated. Although GI is to a large extent dependent on the way GS
and SG are able and willing to interact, they may develop characteristics
of their own, which in the interactive governance perspective will receive
special attention.

For governance or governability purposes, all aspects of systems, including
scales, levels, boundaries and nestedness, can be “problematized” and considered
relevant depending on the research purpose or practical application. It does
make a difference from a governance point of view where a boundary can
be imagined as resilient or fluid, a boundary can be considered as soft, hard
or permeable, and the influence of other system levels in the nested hierarchy
taken into consideration or not.

4. Governability and the system-to-be-governed (SG)

The key consideration with any SG is to determine where and what makes
it more or less governable. So we have to specify and narrow down what
we see as relevant for conceptualizing SG in such terms, and the best way
to do this is to find one or more good theories or conceptual approaches.
These have to be of an interdisciplinary nature as we want to look at SG in
broad terms as long as we don’t know where to find such potential govern-
ability factors.
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It speaks for itself that we take the central concepts we have developed
so far as our analytical point of departure. This is in the first place the inter-
action concept used at the actor and system level as a central one as well
as the idea that modern societies are being characterized by the features
diversity, complexity and dynamics, and preferably as a combination.

Using the interaction and the system concept as two main concepts for
conceptualizing SG, we might take two analytical roads, comparable to the
“old-time” distinction between micro and macro. One is building up from
a micro-societal situation, using interactions around a societal activity or
primary societal process such as teaching a class, selling a car, building a
bridge or catching a fish as a starting point. One can look out for the diver-
sity, complexity and dynamics of such processes and broaden their scope
till a level has been reached where asking governability questions starts to
make sense. The second one is to begin with a macro-system situation
such as a whole fishery, an education or industrial system and break this
down into smaller components, find out about their diversity, complexity and
dynamics, again until a level has been reached where governability issues
one wants to pursue arise.

Now, we can think ourselves lucky that there is a body of literature where
both approaches have been practiced (“system-down” and “actor-up”), and
in fact we used this ourselves in earlier research on the governance of
fisheries. This is the chain concept, where a commodity, in our case fish, is
followed from the eco-system to the consumer, enabling analysis not only
of ecological, social, economic, cultural, ethical and political aspects of
fish chains by scholars from different disciplines but also of their diversity,
complexity and dynamics (Kooiman et al. 1999; Kooiman et al. 2005). We
shall now discuss these two analytical strategies.

Commodity chains as an example of conceptualizing SG

Although any type of primary process could be chosen, we shall focus on
what have come to be known as commodity chains. Other terms and analyses
are global value chains, commodity networks, circuits and, in the French
tradition, filieres — all having special meanings, research communities, ideo-
logical and political backgrounds (for an overview, see Bair 2005). Of those
we take two as they show nicely a system-and-actor approach to an SG: the
world-system and the global (value) chain.

World-systems studies of commodity chains are the most macro, stress-
ing their role in the structuring and reproduction of capitalist society and
international division of labor. Commodity chains are the units of analysis
of contraction and expansion processes over time (many of the studies are
historical analyses), with notions of competition at their basis. In the last
few centuries such cyclical patterns in commodity chains have taken place
several times, according to this theory. Globalization, according to it, is
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not a recent phenomenon; there has been a world economic system since the
sixteenth century. A recent study shows that commodity chain analysis “not
only can chart the growing disjuncture between global economic activity and
global income distribution, but also can provide causal explanations for this
outcome” (Kaplinski 2001: 117).

Global commodity (value) chain (GCC) studies emphasize the organiza-
tional character of the economic integration taking place around commodities
under the influence of globalization. In an authoritative definition, a GCC
consists of

interorganizational networks clustered around one commodity or
product, linking households, enterprises, and states to one another
within the world-economy. These networks are situationally specific,
socially constructed, and locally integrated, underscoring the social
embeddedness of economic organization.

(Gereffi and Korzeniewicz 1994: 2)

Value chain studies have contributed much to the knowledge of chain
processes. An important distinction is between producer-driven, e.g. auto-
mobiles, or buyer-driven, mainly agricultural products chains where the
influence of supermarket giants and retailers is great. To this set of two a
third was recently added, trader-driven chains, “where international trading
companies . . . are able to procure continuously specific volumes and quality
mixes” (Gibbon 2001: 351).

These two examples of chain studies show the possibility of studying a
particular SG in ways where their actor as well as their structural aspect can
be taken into account. In this case different chains show different types of
governability characteristics, where world-system approaches show broad
patterns of governability issues in a longer time perspective, such as who
gets what at a global scale, while value chain studies show such issues more
related to specific chains, such as who controls and governs them. It speaks
for itself that other societal systems such as public health or international
finance can be analyzed in actor-up or structure-down terms, and show
their particular governability issues depending on the scale or level one wants
to pursue.

5. Governability and the governing system (GS)

Governability from the point of view of the GS is the capacity to bring about,
organize and carry out governance activities in the face of societal and
natural diversity, complexity and dynamics. In the interactive governance
approach, a conceptual framework has been developed for this purpose from
which we shall present two attributes here: orders and elements of governance
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(Kooiman 2003; the attribute modes will discussed under the heading of GI,
as in the context of governability they fit better there). This capacity applies
to all three of the major components — state, market and civil society — and
to the hybrid forms among them as subsystems of GS.

Governability and subsystems of GS

States are still the most central and omnipresent societal governance sub-
systems. They steer and control from local to international levels in diverse
and complex ways. For all practical purposes, the concept of a homogeneous
societal institution, denoted as “the state” and governed by uniform rules,
has to be replaced by other models, allowing variety and differentiation as
well as certain degrees of independence and interdependence. Changes also
show the dynamics of the modern state, and “[w}hilst the state . .. may be
in retreat in some respects, its activity may be increasing in others. And nowhere
... has its key decision-making role been seriously undermined” (Miiller and
Wright 1994: 1).

Markets, as governance institutions, also have their own diverse, complex
and dynamic features. Williamson’s view of governance (1975), in which insti-
tutional economics provide the institutional framework, consists broadly of
markets, hierarchies and mixed forms of them, through which transactions
are channeled. This amounts to getting away from general economic laws
explaining market interactions, but showing some of their governance aspects.
Next to this the field of economic sociology is the main contributor to insights
into the market as a governance institution and its societal characteristics in
a broad sense (e.g. Swedberg 2005).

The governance roles of civil society can be conceived of as a societal insti-
tution for which the term “public domain” has been coined; interactions
between the media, interest groups, universities and social movements dis-
cussing, criticizing and mobilizing more informal governance forces. There
is a massive literature on the subject, e.g. about what belongs to it or not,
what its societal contributions are, differences between north and south.
The dynamics and balance between state and civil society are in constant
flux such that “neither of the two can monopolize public life without
provoking a reaction from the opposite realm to retain political space”
(Biekart 1999: 36-7).

Hybrids between the three societal institutions receive much attention
today. Where the state withdraws and leaves some of its servicing tasks to
the market, companies with private or mixed ownership are also common.
For governability this hybridization of institutions and the way they are
institutionalized on the borderline between state, market and civil society
are important and are challenging issues to assess (Van Tulder and Van der
Zwart 2006).

79



THEORETICAL PERSPECTIVES
Governability and attributes of SG

Elements of governance

In the interactive governance theory, three governing elements are distinguished:
images, instruments and action. All three play a role: images as sets of ideas
where those governing want to go, instruments giving these ideas substance
and making them operational, and action potential needed to support these
instruments and let them do their work.

Images constitute the guiding lights for the how and why of governance.
Images come in many types: visions, knowledge, facts, judgments, pre-
suppositions, hypotheses, convictions, ends and goals. They not only relate to
specific issues but also contain assumptions about fundamental matters such
as the relationships between society and nature, the essence of humankind, and
major societal trends. For governance and for governability, it is important
that images help in understanding the diversity, complexity and dynamics
of the subjects and issues they are facing. A distinction between types of images/
knowledge might be helpful: ideas, arguments and data. The more these three
support each other, and the more other actors are able to assess the validity
of governance images from their perspective and to add to or modify it, the
more they are shared, the more governance images can contribute to govern-
ability. The same type of reasoning can be developed for the instrumental
and action component of governance (see further Kooiman 2003, 2008).

The governance elements images, instruments and action are highly inter-
related. It is the fit between the three elements of governance that can be
seen as the major contribution of these elements to governability.

Orders of governance

The theoretical framework developed here also relates to orders of govern-
ance. These can be imagined as three concentric circles nested as in the peel
of an onion. The three orders are closely related and always — even when
they are not made explicit — available.

First-order governance takes place wherever people and their organizations
interact in order to solve societal problems and create new opportunities. It
provides the means of solving the constant stream of problems which surface
in the system-to-be-governed — problems of supply, price, market, employ-
ment, work satisfaction, etc. In diverse, complex and dynamic societies, first-
order governance faces special challenges. It starts with the identification
of problems, a process which takes place first of all in the minds of societal
actors. The first step in the governance process is therefore the identification
and formulation of societal problems, whereby the latter are distinguished
from private problems by their scale and shared nature. Once problems, and
problem systems, have been identified, attention shifts to the solution space.
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It is important throughout to retain in the analysis the diversity, complexity,
dynamics and scale of situations, as only then will images remain close to
reality.

Second-order governance focuses on the institutional arrangements within
which first-order governing takes place. Here the term “institution” denotes
the agreements, rules, rights, laws, norms, roles, procedures and organizations
that are applied by first-order governors to make decisions. Institutions
provide the framework within which first-order governance takes place, and
constitute the meeting ground for those being governed and those govern-
ing. Second-order governance implies the reconsideration and adaptation
of the parameters of first-order governance.

Meta- or third-order governance feeds, binds and evaluates the govern-
ing exercise. Many principles govern activities. For example, the prin-
ciples responsibility and sustainability are recognized almost universally. In
meta-governance, governors and governed alike take each other’s measure
in formulating norms by which to judge each other and the measuring
process, too.

For governability, the three orders have special importance: together they
form the backbone of the capacity of a GS to govern in the three dimen-
sions sketched. Not only each by itself but crucially are the three governing
orders or differentiated tasks connected with them in a societal system: are
they complementary to one another, or are they at odds?

It will be quite clear that this discussion of the three subsystems of GS
and the choice of a few attributes is only the very beginning of analyzing
and assessing GS. The attributes presented are from earlier work in the field
of governance, and can be worked out and added to at will. The potential
literature on these subjects is almost unlimited, and for each special case
reasonable choices can be made. Basic, however, is the idea that the govern-
ance capacity of SG and its contribution to the governability of a specific
society or societal field has to include all three subsystems and, as we proposed
for SG, has to include structural- as well as action-level variables, preferably
in their mutual relation.

6. Governability and governance interactions (GI)

Interactions between SG and GS are crucial for governance, and thus import-
ant for studying and assessing governability. Those governed, through their
participation, try to exert influence on those governing, and governing entities
try to influence those governed through their policies and management
efforts. Above, the centrality of the interaction concept for our governance
perspective has been put forward; here we continue this presentation of our
ideas at this point.

In the reality of modern governance, an enormous variety of interactions
can be observed. From the GI perspective, they can be ordered in a few major
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types: participatory, collaborative and policy or management interactions (see
Kooiman 2003 for the conceptual basis of this distinction).

For governability, it is important to know how social-political entities
— such as individuals, organizations, groups, movements or other forms of
collective action — participate in governing interactions. Where does such par-
ticipatory action come from? Who acts and who reacts? I see participatory
interactions as directed from SG to GS. The character of the interaction is
determined by the responsiveness of those governing, on the one hand, and what
has been called the “repertory” of resources and activities which the governed
command, on the other (Barnes and Kaase 1979). This repertory is wide
and varies: voting, letter-writing, and protesting in sit-ins and boycotts,
participating in a movement or being a member of a focus or action group,
and many more. Social movements are the classical example of this kind
of spontaneous, loosely organized form of governance interaction. As these
interactions are the least systematically organized, I call them interferences.

The importance of collaborative forms of governance interactions is growing.
Why, for governance purposes, are groups, organizations and authorities
willing to share their activities and aim to do things together instead of
doing them alone? Often mutual interdependencies are mentioned as the
main reason for such collaborative or co-operative interactions. Partnerships
between public and private entities are a popular form of such collabora-
tion. But collaborative interactions between companies and NGOs can also
be found in many fields (see, for a recent overview, Glasbergen et al. 2007).
As these collaborative interactions are mainly of a horizontal nature, they
are indicated as interplays.

Policy and management interactions are the collective variables for all
interventionist interactions by GS aimed at having an impact on SG. Public
authorities at all levels have numerous interactions, dressed in policy terms,
at their disposal to bring about politically preferred societal changes (Mayer
et al. 2005). Management is seen as a way to organize these interactions accord-
ing to criteria of efficiency and effectiveness. Stake-holder identification, for
example, has become a popular (interventionist) tool in this respect (Bryson
2004: 32-3). As basically these interactions are formally organized, I call them
interventions.

Social-political cultural traditions and power relationships also find
their expression in governance interactions. For example, it is often said that
“Anglo-Saxon” social-political culture does not stimulate formal interactions
between governors and governed, in contrast to the “Continental” tradition,
where those are enabled and often institutionalized. Such differences may
also explain why co-governing interactions, such as co-management schemes
in fisheries, are more common in some political cultures than in others
(Wilson et al. 2003).

This points to the analytical distinction in governance interactions made
for interactions generally: an action or intentional level and a structural or
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contextual level. This distinction, although the subject of heated social science
debates, such as in terms of agency-structure, is a useful one. Any concep-
tualization of the constituent actors in a governance interaction necessarily
involves an idea of its structural component.

At the structural level, three modes of governance can be distinguished:
self-, co- and hierarchical governance. These three modes roughly correspond
to the three interaction modes at the action level of governance: interferences
with self-governance, interplays with co-governance, and interventionist ones
with hierarchical governance. All societies demonstrate mixes of these three
governance modes, and all three modes contribute in specific ways to the
role governance systems and governance interactions play in governability.

In modern society, self-governance refers to situations in which actors take
care of themselves, outside the purview of government. Liberal political
thinking typically highlights societal self-governing capacities, while socialist-
oriented ones downplay them. It must be emphasized here that self-governance
is not necessarily a government-created capacity, but comes about of its own
accord. In fact, if a capacity for self-governance is not sustained, societal
governance is an impossible task. The collective-action school has made
the most systematic analysis of self-governance with regard to the exploita-
tion of common-pool natural resources, such as capture fisheries (Ostrom
1990).

The essential element of co-governance is that societal parties join hands
with a common purpose in mind, and stake their identities and autonomy
on this process. Much attention has been devoted to co-governance and to
the opportunities that it offers. In capture fisheries, a form of co-governance
called co-management has been particularly influential (Wilson et al. 2003).
Governance theory contains numerous manifestations of co-governance,
including communicative governance, public—private partnerships, networks,
regimes and co-management (Kooiman 2003).

Hierarchical governance is the most classical mode, and is characteristic
for the interactions between a state and its citizens, but also for companies
with their personnel. It is a top-down style of intervention, expressing itself
in policies, rules and regulations. Steering and control are the key concepts
here. In recent years, perceptions of hierarchical governance have become
redefined under the influence of market ideas and concepts like managing
and client orientation (e.g. Ferlie et al. 2005).

Systems of GI

Combining the action and structural level of governance, interaction systems
of them come into sight. For analyzing governability, it is important to get
an idea what the features of GI systems might be next to those of GS and
SG. To understand what is going on in these Gls, again we might use insight
into diversity, complexity and dynamics. There is an important argument for
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taking the diversity of values, goals and interests of those involved in inter-
actions into account. This points to processes of ordering and re-ordering
of aspects of diversity. The complexity of GIs can easily be understood if
one takes a closer look at all the groups and organizations involved in specific
governance fields. And their dynamics can be seen as a composition of forces
which sometimes turn into gradual developments, but more often result in
nonlinear patterns of change. Insights in societal dynamics have direct or
indirect relevance for governance and an assessment of the role of the GI in
governability. For example, in his study of interactions between state and
society, De Vries (2005) distinguished four (macro) types of policy interactions
between government and society in the Netherlands by cross-tabulating
(dis)parity of power and authority (vertical, horizontal) and perceived inter-
ests (antagonistic, congruent). These four types were characteristic only
for a certain period during the last fifty years, and after some time changed
into another system of policy interaction — a transition which expresses the
dynamic nature of governance interactions.

7. Conclusion

In this essay I sketched the main contours of the governability concept based
upon the interactive perspective on governance. In other publications some
of its aspects have been dealt with more extensively, and interdisciplinary
activities evolved to work with and test it in the study and practice of fisheries,
coastal zones and aquaculture (see papers in special issue of Journal of Trans-
disciplinary Environmental Studies, 2008: Kooiman et al. 2008; Chuenpagdee
et al. 2008; Mahon 2008; Bavinck and Salagrama 2008; also Jentoft 2007;
Mahon et al. 2009; Jentoft and Chuenpagdee 2009). There are still many con-
ceptual questions not answered. However, a systematic beginning has been
made to release it from its earlier scholarly isolation by an unfortunate pseudo-
political use of the concept. So far it has shown its utility in actual research
in the field of aquatic resources, and there is no immediate reason why it
could not be applied in other societal fields as well.
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6
DOES GOVERNANCE EXIST?

Owen Hughes

The question in the title has a fairly obvious answer. Of course govern-
ance exists, so the question posed is moot from the very start. Consult any
dictionary, and the word appears. That there is a noun “governance” is
undoubted; precisely what it means is contested — so contested that the word
has lost much of its utility. Much has been written about governance, par-
ticularly since its relatively recent rediscovery in the political science/public
administration literature. As Frederickson has noted, “because govern-
ance is a power word, a dominant descriptor, and the current preference
of academic tastemakers, there has been a rush to affix to it all of the
other fashions of the day” (2005: 285). Governance in some usage becomes
somewhat mysterious; meanings are assigned that have relevance only for
a cognoscenti socialized and imbued into the mystery, with everyone else
excluded. This is problematic.

Much of what follows is about the word “governance”, and its meanings
and usage. It is argued here that it is the standard dictionary meanings of
“governance” that have resonance, utility and acceptability, and to attach
special meanings to an ordinary word is unhelpful. Governance is about
running organizations, about setting up structures to enable the organiza-
tion to be run. Although words may change meaning over time, to ascribe
obscure meanings to a word that has a commonplace meaning that is differ-
ent is to invite irrelevance. Aside from some fashionable usage, “governance”
is a good word; it is a simple word with simple meanings, and should be
used accordingly.

Standard meanings of governance

It is beyond doubt that “governance” is used more than it was in the political
science and public management literatures. However, as Pierre and Peters
argue, “the concept of governance is notoriously slippery; it is frequently used
among both social scientists and practitioners without a definition which all
agree on” (2000: 7). A lack of definitional clarity may not be that unusual
in the social sciences — does anyone agree on a single definition for “justice”
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or “democracy”? — but usage of such terms is understood as requiring
some explanation or qualification when they are used. For some reason,
“governance” has become a word for which, despite the innate slipperiness
of the concept, there are attempts — often wildly different — at precision in
definition or ascription of uses. It is argued here that these attempts do not
add much to understanding; the major reason being that, alongside the more
abstruse recent usages, there are standard meanings that are clear, generally
used and well understood.

At base, there is, in English, the verb “govern”, which derives from the
Latin gubernare, meaning “steer, direct, rule”; and this, in turn, derives from
the Greek kubernan, meaning “steer”. The verb “govern” can then attract the
well-known and common suffix “-ance” in order to transform the verb to
a noun, in exactly the same way that “perform” becomes “performance”.
“Governance” is but one of many nouns deriving from “govern”; others include
“government”, “governor” and “governability”. After this start, though, there
is little agreement about governance.

The New Shorter Oxford lists three related meanings for governance: the
first meaning is “the action, manner, or fact of governing; government” and
also includes “controlling or regulating influence, control, mastery” and “the
state of being governed; good order”. The second meaning is “the function or
power of governing; authority to govern” and “a governing person or body”;
and the third meaning is “conduct of life or business, behaviour”. These mean-
ings are not inconsistent with each other, nor with other dictionaries. They have
also been reasonably settled for several centuries: the first meaning is from
Middle English, the second from later Middle English to the late sixteenth
century, and the third from late Middle English to the mid-seventeenth century.

The dictionary meanings are also quite consistent with ordinary usage,
especially “controlling or regulating influence, control, mastery” and the
“conduct of life or business”. Governance is about running organizations,
about steering as in the original derivation, how to organize, and how to set
procedures for an organization to be run. In what follows, this meaning
is referred to as the standard, dictionary sense. In ordinary parlance, it is
quite normal and correct to refer to the governance of schools and golf clubs,
corporations, universities and even entire societies.

Not only is governance most often used in this steering and running
organizations sense, it is also used this way in academic circles. Kjaer,
for instance, sees governance as “the setting of rules, the application of rules,
and the enforcement of rules” (2004: 10). Donahue argues that account-
ability underpins civilization and that “one broad model of accountability is
governance — the rules and institutions for the authoritative organization of
collective life” (2002: 1). Here, governance is taken in its broad meaning and
is entirely consistent with the standard dictionary definition and usage.

Kooiman, too, is quite careful in his usage of terms. What he terms “social-
political governance” is defined as “all those interactive arrangements in
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which public as well as private actors participate aimed at solving societal
problems, or creating societal opportunities, and attending to the institutions
within which these governing activities take place” (1999: 70). Kooiman
also distinguishes between governance and governability; governance “can
be seen as the total effort of a system to govern itself; governability is the
outcome of this process — not an ‘end state’ but a stock-taking at a par-
ticular moment in time of complex, diverse and especially dynamic processes”
(1999: 87). Regarding governance as “interactive arrangements” and as
“the total effort of a system to govern itself” is entirely consistent with the
standard meaning, and with “social-political” setting the context. In a
later work, Kooiman draws a distinction between governing and governance,
as follows:

Governing can be considered as the totality of interactions, in
which public as well as private actors participate, aimed at solving
societal problems or creating societal opportunities; attending to
the institutions as contexts for these governing interactions; and
establishing a normative foundation for all those activities.
Governance can be seen as the totality of theoretical conceptions
on governing.
(2003: 4)

This does provide an additional layer of abstraction in that there are clearly
meanings of governance that do not require them to be about theoretical
conceptions. However, Kooiman’s work is argued to draw quite explicitly
from the “steering” meaning of governance through the Dutch besturen and
is entirely consistent.

Government and governance

As mentioned earlier, there is one, perhaps rare, point of some agreement
among commentators and this is that “government” and “governance” now
have different meanings. As Rhodes argues, “current use does not treat
governance as a synonym for government” (1996: 652). Pierre and Peters,
too, argue that government and governance may have the same derivation,
but “they need not, and indeed, should not, be taken to mean the same thing”
(2000: 29). However, some works do conflate the two.

An OECD paper defines governance as “the formal and informal arrange-
ments that determine how public decisions are made and how public actions
are carried out, from the perspective of maintaining a country’s constitutional
values in the face of changing problems, actors and environments” (2005:
16). This definition is only about public governance and is, therefore,
already an unsatisfactory definition for governance as a whole. The paper
then argues:
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The 30 member countries of the OECD share core governance ele-
ments. These have emerged with the evolution of the modern state
and include: democracy and citizenship; representation; a constitu-
tion; the rule of law; competitive party and electoral systems; a
permanent civil service; separation of powers between the executive,
the legislature and the judiciary; and secularity.

(OECD 2005: 15)

A footnote here says “drawn from Finer (1997)”. Now, it is the case
that Finer does mention all these things, but quite clearly in the context
of government — the focus of his magisterial work. Finer’s work is explicitly
about the state, the authoritative forces of the police and the military.

In an earlier work, Finer found four meanings for “government”. The first
is “the activity or the process of governing, i.e. of exercising a measure of
control over others”; the second is “a condition of ordered rule”; the third
is “the people charged with governing”; and the final one is “the manner,
method or system by which a particular society is governed” (Finer 1970:
3—4). And, as he continues, “this is all fairly straightforward because each
of these meanings is well accepted and the only problem is to sort out the
different usages and keep them separate” (1970: 4).

There are two points that follow. First, “government” is indeed about
control, about authority, about ordered rule, as well as about those people
able to do the ordering and the ruling. This part is quite clear. Second, the
last meaning of Finer’s, “the manner, method or system by which a par-
ticular society is governed”, would, in current usage, be “governance” rather
than “government” (see Rhodes 1996).

A government is the formal apparatus of society and can impose its will
on the society. Governments have force at their disposal; they can require
compliance through laws, and the coercion implied by those laws can be
carried out. In societies with some pretence at democracy, the use of force
may be muted — the Army and the police are nowhere near large enough to
maintain the regime through force alone — and the legitimacy of government
maintained by some kind of popular sovereignty. But the key point about
government is that force is ultimately behind it; no other lawful authority
but government can compel people to act in ways that it prescribes. Govern-
ment and governance are not the same; that much can be agreed. There can,
indeed, be governance without government.

Rhodes (1996) and Bevir and Rhodes (2003)

Usages of governance, consistent with standard meanings, exist alongside
far more esoteric ones. The question that follows is: Do these add to under-
standing about governance as opposed to that obtained from ordinary,
standard usage? While there are many formulations, one of the most widely
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cited formulations on governance is that of Rhodes (1996), who found what
was termed “six separate uses of governance”. These are:

* as the minimal state;

*  as corporate governance;

* as the new public management;

* as “good governance”;

* as a socio-cybernetic system; and

* as self-organizing networks (Rhodes 1996: 653).

In a later formulation by the same writer as a co-author (Bevir and Rhodes
2003), there are seven meanings; now — significantly — termed “definitions”
rather than “uses” as in the earlier work. Most are the same as the Rhodes
(1996) list, although the minimal state “use” is no longer present, and two
new definitions have been added: “governance as international independence”
and “governance as the new political economy” (Bevir and Rhodes 2003:
45-53). Some of these provide real insight, but others are neither meanings
nor definitions. Using the earlier, dictionary definition of governance as
running things and organization to run things, many are simply not required,
that is, they are ordinary uses of the ordinary meanings of governance.

To start with the original Rhodes (1996) list, governance “as the minimal
state” is argued by Rhodes to be about redefining public intervention and
using markets to deliver services. He quotes Stoker approvingly that “govern-
ance is the acceptable face of spending cuts” (1996: 653). Rhodes argues
that this kind of governance encapsulates the ideological preference for less
government, but that this “says little else being an example of political rhetoric”
(1996: 654). 1t is difficult to see any definition of governance in this point;
indeed, it is dismissed by Rhodes, and it is hardly surprising that the notion
did not survive to the Bevir and Rhodes (2003) list.

Similarly, the “governance as good governance” definition is really an
ordinary use of the term with a commonplace qualifying adjective. Bevir
and Rhodes argue that good governance refers to international agencies
such as the World Bank in their promoting of better governing, and that
“good governance tries to marry NPM to the advocacy of liberal democracy”
(2003: 47). Presumably this means that good governance is about inter-
national agencies packaging up NPM with liberal democracy and selling
it to developing nations under the guise of good governance. It is an odd
claim given that there has been great caution in the application of NPM
in such contexts and that building institutional capacity has been the
main emphasis (Minogue et al. 1998). More apposite here is Kettl’s argu-
ment that the management reform movement “builds on the notion that
good governance — a sorting out of mission, role, capacity, and relationships
— is a necessary (if insufficient) condition of economic prosperity and social
stability” (2005: 6).
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However, it is argued there is no new definition of governance in the notion
of good governance. Certainly, the World Bank and other international insti-
tutions have become more interested in how countries, particularly countries
receiving aid, organize and run themselves. They have become interested in
good governance, that is, that societies are well run. But, again, all that is
happening here is that the ordinary meaning of governance is being used.

Governance “as international independence” is similarly not a meaning
and even less a definition. For Bevir and Rhodes, this involves the weaken-
ing of the nation-state’s capacities for governance, through hollowing out
of the state and multi-level governance (2003: 47). While there is extensive
discussion of governance issues by scholars of international relations,
there is no need for a special usage or meaning to be attached to the use
of governance in such a context. Rosenau, for instance, from this inter-
national relations literature, argues that governance refers to “mechanisms
for steering social organizations toward their goals” (1997: 40), also “the
process of governance is the process whereby an organization or society
steers itself” (1997: 146). Both points use the ordinary “steering” definition
of governance and apply it to the running of entire societies and nation-
states. It is argued that governance “as international independence” is not
a useful definition.

Rhodes and Bevir and Rhodes argue that the power available to central-
government actors has declined and that one definition of governance
resulting is “as a socio-cybernetic system”. In this definition of governance,
“there is no longer a single sovereign authority and blurred boundaries between
public, private and voluntary sectors”, with examples cited including “self-
regulation and co-regulation, public—private partnerships, co-operative
management, and joint entrepreneurial ventures” (2003: 48). There may
be a valid point here, but it does not add up to a definition as such. It is
rather a recognition that governance needs to be looked at in its wider and
original sense of steering, rather than as a synonym for government. Also,
it is an unhelpful term that Rhodes has invented for the purpose. Given that
“cybernetics” derives from the same Greek and Latin as does “governance”
(Rosenau 1997: 146), calling governance “a socio-cybernetic system” is an
obvious tautology. It is also unhelpful to define governance in relation to
another term — cybernetics — that similarly evades agreed definition.

It is also difficult to see a distinction between this definition and that
of governance “as the new political economy” which “re-examines both the
government of the economy and the boundaries between civil society, state
and the market economy as they become increasingly blurred” (Bevir and
Rhodes 2003: 48-9). With blurred boundaries in this definition and the
socio-cybernetic one, surely there is no separate meaning, either. In both of
these, the site for governance cannot be located with certainty. As Kennett
argues, “with the change from government to governance the governing
administration is now only one player amongst many others in the policy

92



DOES GOVERNANCE EXIST?

arena” (2008: 4). There may be a real point to some of the ideas in “socio-
cybernetic governance”, but it is not a definition of governance, nor is it
necessary to have one. Even if “socio-cybernetic” can be accepted as being
meaningful, it is no more than a qualifying adjective to the standard mean-
ing of governance. Other actors may well exercise governance functions,
but such activities can co-exist within the normal meaning of governance as
setting up a set of rules to run organizations.

There are other parts of the Rhodes (1996) and the Bevir and Rhodes
(2003) lists of definitions that do warrant further discussion: governance as
corporate governance; governance as the new public management (NPM);
and governance as networks.

Corporate governance

One of the Rhodes and Bevir and Rhodes definitions of governance is “as
corporate governance” (Bevir and Rhodes 2003: 45—-6). A minor point is that
a word should not be defined in terms of itself; but, more broadly, it is argued
that this is not a definition at all, rather an ordinary usage of running things
and steering, in this case involving corporations.

There is a large and important literature on corporate governance. There
are many academics writing and researching issues about the running of
corporations, in particular their accountability structures, principal—agent
issues and the like (Jensen 2000; Keasey et al. 2005b). Moreover, there
has been more action, more serious theorizing in corporate governance in
the private sector than in public-sector governance in recent years. From
principal-agent theory to transaction—cost theory to Enron and Sarbanes/
Oxley, questions of corporate governance have dominated management
in the private sector. Of course, there may be a tangential government
involvement here in that the corporation’s legal environment as set out
by government is a key consideration in issues of corporate governance.
But it is not the only consideration and neither is it necessarily the most
important. The more recent concerns about corporate governance have
been mainly about designing internal and external structures of accountability
that lead to good managerial performance. The motivation is mainly to main-
tain and enhance shareholder and investor confidence rather than to satisfy
any direct requirements from government.

However, corporate governance does not require a separate definition
of governance. Its usage in this context is simply “governance” being used
in its standard meaning. For instance, the Cadbury report in the UK in
1991 defined corporate governance as “the system by which companies are
directed and controlled” (Keasey et al. 2005a: 21). An Australian govern-
ment report defines corporate governance as encompassing “the arrangements
by which the power of those in control of the strategy and direction of an
entity is both delegated and limited to enhance prospects for the entity’s
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long-term success, taking into account risk and the environment in which
it is operating” (Australia 2003: 2). The paper continues by arguing that a
good governance framework “should guide the actions of individuals by
providing clarity of direction as to appropriate behavior and decision-making”
(Australia 2003: 2). Governance is also seen as being about accountability
in that “a robust governance framework should, through transparency and
accountability mechanisms, link power and responsibility to performance and
review” (Australia 2003: 2-3).

Not only are these points a good exposition of corporate governance;
they are also entirely consistent with the standard meanings of governance
outlined earlier. Applying governance to a corporate context does not
require another definition at all; it is still about steering mechanisms but in
a different context — the corporation rather than the society.

Governance as the new public management (NPM)

Another definition of governance in Bevir and Rhodes is “as the new public
management”. The key example used by them is the distinction made in a
key work between steering and rowing, as they argue:

Osborne and Gaebler distinguish between “policy decisions (steer-
ing) and service delivery (rowing)”. They argue bureaucracy is a
bankrupt tool for rowing. In place of bureaucracy, they propose
“entrepreneurial government” which will stress competition, markets,
customers and measuring outcomes. This transformation of the
public sector involves less government (or less rowing) but more
governance (or more steering).

(Bevir and Rhodes 2003: 46)

Two questions follow from this. First, does governance as used by Osborne
and Gaebler or NPM constitute a new definition of the word “governance”;
and, second, has governance been a major concern of NPM, sufficient for
an entire new definition to apply?

First, the distinction between steering and rowing was actually made by
Savas (1987) and is duly attributed by Osborne and Gaebler (1992). Even if
the latter’s use has had more currency, it is misleading to characterize them
as simply being about steering and rowing. Also, at no point do Osborne
and Gaebler even mention NPM. Their ten principles of “entrepreneurial
government” are quoted by Rhodes, who then argues “clearly, NPM and
entrepreneurial government share a concern with competition, markets,
customers and outcomes” (1996: 46). There may be similarities, but it is
simplistic to conflate the two.

Moreover, when Osborne and Gaebler do use “governance” it is done in
quite a standard way. For instance, they argue (with original emphases):
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Our fundamental problem is that we have the wrong kind of govern-
ment. We do not need more government or less government, we need
better government. To be more precise, we need better governance.
Governance is the process by which we collectively solve our prob-
lems and meet our society’s needs. Government is the instrument
we use. The instrument is outdated, and the process of reinvention

has begun.
(1992: 23-4)

At another point, Osborne and Gaebler (1992) argue that privatization for
ideological reasons is selling snake oil:

Services can be contracted out or turned over to the private sector.
But governance cannot. We can privatize discrete steering functions,
but not the overall process of governance. If we did, we would have
no mechanism by which to make collective decisions, no way to set
the rules of the marketplace, no means to enforce rules of behavior.

(1992: 45)

There is no new use of the word “governance” in Osborne and Gaebler,
no novelty, certainly no definition, only the use of the word in its standard
dictionary sense. Both Rhodes and Bevir and Rhodes argue that NPM is
relevant to the discussion “because steering is central to the analysis of public
management and a synonym for governance” (Rhodes 1996: 655; Bevir and
Rhodes 2003: 46). This could be argued to prove the point that governance
itself is about steering; Osborne and Gaebler are doing nothing more than
using the term quite correctly according to its standard dictionary definition.

The second point to look at is the extent to which NPM is or was about
governance in any case, sufficient for NPM then to be a definition of govern-
ance. It is argued here that, while there may be some system design aspects
of NPM involving governance, these have not been anywhere near as sub-
stantial as the concerns in NPM about managing within government.

The most profound change resulting from NPM-type reforms has been the
recognition that public managers are themselves responsible for achieving
results and must take personal responsibility for doing so (Hughes 2003).
From this change alone comes the need to decide if results have been
achieved — performance measurement in its various permutations — as well
as changes in accountability and much else. These are largely internal. As
Kickert argues:

Management in the public sector has to deal with more value
patterns than business-like effectiveness and efficiency criteria, such
as legality and legitimacy, social justice, and equal rights. So, we need
to broaden the concept of public “management” to “governance”.
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This concept is not restricted to internal management and organiza-
tion but explicitly encompasses external relations between public
organizations and their socio-political environment.

(Kickert 1997: 197)

NPM was always more about the inside of the organization as well as
enhancing the personal responsibility of managers. This was to occur with
the governance structures largely unchanged; the governance part of NPM
was minor and tangential rather than central. Therefore, governance “as
NPM” is neither necessary nor helpful in a terminological sense.

To complicate the issue further, there are major problems in deciding
exactly what is involved in NPM. It is often naively and incorrectly seen
as a program. Not only is there no agreed set of points constituting NPM;
neither is there anyone who puts the so-called program forward. And, as Hood
and Peters argue, “Like most divinities, NPM turned out to be somewhat
mystical in essence, as no two authors of that era listed exactly the same
features in enumerating its traits” (2004: 268). Fountain describes NPM
as “a loose collection of policy and management initiatives” (2001: 19);
Christensen, Lie and Leagreid similarly argue that NPM “is actually a
rather loose concept encompassing several different administrative doctrines”
as well as being “rather contradictory” (2007), and Van Thiel, Pollitt and
Homburg argue:

NPM is like a chameleon: it constantly changes its appearance
to blend in with the local context. . . . Such adaptability is possible,
because NPM is not a coherent set of ideas and tools. The ideas might
be the same, but the underlying story differs all the time.

(2007: 197)

All of these writers admit, at least implicitly, that they cannot define NPM.
What we have is a theory without a theorist, a program without an advo-
cate and an agenda without anyone putting it forward. In so far as there is
any agreement as to what is involved in NPM, the most salient points are
within the organization and not in system-wide changes to governance.

Two other uses of “governance” in the context of public management need
to be mentioned. These are put forward as replacements for NPM — one from
Dunleavy et al. (2006) and the other from Osborne (2006).

Dunleavy et al. (2006) argue that NPM is dead and has been overtaken
by what they term “digitally enhanced governance” (DEGQG). This is char-
acterized by “reintegration”, “holism” and “digitalization”. Reintegration
means rolling back the disaggregation of NPM to include such points as
joined-up governance and “re-governmentalization”. Holism is to include
client-based or needs-based reorganization, one-stop provisions, ask-once pro-
cesses, interactive and “ask-once” information-seeking, data warehousing,
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pre-emptive needs analysis, end-to-end service re-engineering and agile
government processes. Digitalization elements include electronic service
delivery and e-government, new forms of automated processes, radical dis-
intermediation, active channel-streaming, customer segmentation, mandated
channel reductions in order to move toward co-production of services, quasi-
voluntary compliance, do-it-yourself forms and tax-paying and open-book
government. But, even if there is no real explanation as to how digitally
enhanced governance is different from government, there is no inkling that
Dunleavy et al. are using governance in an unusual way that requires any
new definition.

Another paper, by Osborne (2006), argues for something new called
New Public Governance (NPG). Osborne argues that the time of NPM is
“a relatively brief and transitory one between the statist and bureaucratic
tradition” of public administration and “the embryonic plural and pluralist
tradition” of what is termed New Public Governance. NPG posits “both a
plural state, where multiple inter-dependent actors contribute to the delivery
of public services and a pluralist state, where multiple processes inform the
policy making system” and as a “consequence of these two forms of plural-
ity, its focus is very much upon inter-organizational relationships and the
governance of processes, and it stresses service effectiveness and outcomes”
(Osborne 2006).

Even if NPG is thus far diffuse and ill-defined, it may well provide a way
forward, particularly with its clear complementarity with Kooiman’s “social
political governance”. However, NPG does need to avoid a programmatic
approach. In the same way that failure to establish what the NPM program
was doomed it as a movement, a similar fate may well occur for NPG. But,
for present purposes, Osborne, too, does not need a new definition of govern-
ance that relies on meanings beyond the standard dictionary definition.

Governance, networks and markets

One particularly contentious definition of governance is that it is all about
networks. Rhodes argues that “governance has too many meanings to be use-
ful, but that the concept can be rescued by stipulating one meaning. . . . So,
governance refers to self-organizing, inter-organizational networks” (1996:
660). Two points follow from this. First, the governance-as-networks defini-
tion must be all-encompassing and sufficiently robust to capture all behaviors
involving what was previously known as governance. Second, if there is to
be only one meaning, then there is a presumption that all others need to be
discarded, including the standard dictionary definitions discussed earlier.

On the first point, networks are argued by Rhodes to be a new form of
organization, a third way of organizing, and that “to markets and hierarchies,
we can now add networks” (1996: 653). Governance is now to be defined
“as networks”:
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From this perspective, governance consists of self-organizing, inter-
organizational networks. These networks are characterized, first,
by interdependence between organizations. Changes in the role
of the state mean the boundaries between the public, private and
voluntary sectors are shifting and opaque. Second, there are con-
tinuing interactions between network members, caused by the need
to exchange resources and to negotiate purposes. Third, these
interactions resemble a game with actors’ behavior rooted in trust
and regulated by rules that are negotiated and agreed by network
participants. Finally, the networks have a significant degree of
autonomy from the state. Networks are not accountable to the state;
they are self-organizing.

(Bevir and Rhodes 2003: 53)

Networks are argued to be a means for co-ordinating and allocating resources
— a governing structure — in the same way as markets and bureaucracies. This
is contrary to the usual distinction made between two forces: bureaucracy
and markets (Ostrom 1974).

Adding a third player is an important claim, and part of an ongoing dis-
cussion of the relative importance and interactions of governance, networks
and markets. Where the network model is of some utility is in describing the
political machinations, the interest groups, the individuals and the inter-
actions that lead to either an edict or a contract. Depending on point of view,
the locus of government could be in the politicking before that point or the
exercise of power itself.

Mintzberg argues that in the network model “government is viewed as one
intertwined system, a complex network of temporary relationships fashioned
to work out problems as they arise, linked by informal channels of com-
munication” (2000: 76). Kamarck also sees three actors, with the market
as the third:

In entrepreneurial government the public’s work is done by people
who work for the government; in networked government the
public’s work is paid for by the government even though it is per-
formed by people who do not work for the government. In the third
emerging model of government — market government — the work
of government involves no public employees and no public money.
In market government, the government uses its power to create a
market that fulfills a public purpose.

(Kamarck 2002: 249-50)

Bevir and Rhodes argue that “although the state does not occupy a priv-

ileged, sovereign position, it can directly and imperfectly steer networks” and
the “key problem confronting government is, therefore, its reduced ability
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to steer” (2003: 53). The reduced ability to steer is somewhat overstated. It
is the case that “government action depends increasingly on nongovernmental
partners, from nongovernmental organizations that deliver public services
to private contractors who supply important goods” (Kettl 2005: 6). But this
does not mean any necessary decline in the power of government at all, rather
an increased realization that the formal, rational bureaucratic model is no
longer appropriate and that it actually suits governments to involve a wide
range of actors in what they do. This involvement may be aimed at making
government more efficient and effective rather than ceding any real power
to the outside at all.

Take, for example, a police force or a tax office as a governmental organ-
ization that has substantial, real power to force citizens to comply with
rulings. Once, during the apogee of the traditional bureaucratic model, such
organizations operated with little regard for the outside. The bureaucratic
model assumes that all information is held inside and the traditional
bureaucrat makes a decision in an entirely rational way. But agencies that
act in a high-handed manner can lose public support even as they act
entirely within their legal powers. And an agency that loses support may
lose its “authorizing environment” (Moore 1995) and have its status and
standing decline in the public mind.

Those in charge of the tax office now realize that the views of clients, account-
ants and other players are quite valid inputs and, without changing its powers
one iota, actively solicit opinions from outside players. There may be a net-
work operating here; but the point is that, far from the network being in a
position of governing, it is rather that the exercise of power by government
can be better-directed with active outside involvement. As Kettl argues:

In order to embrace the large and complex networks responsible for
service delivery, many reformers now speak of governance instead
of government. As these networks have become more important,
government officials have increasingly reached out to sweep them
into the reform movement as well. Improving government services
requires more than managing government agencies.

(Kettl 2005: 6)

On a contentious issue such as accounting standards, the outside pro-
fessional body may have substantial input into legislation, but rather than
the government conceding power it is rather exercising its unchanged power
more judiciously. It is no concession of power to a network to involve it
in decision-making. Other organizations are assisting government in doing
what it wants done and, “despite the view of some who persist in seeing
networks as a weakening of the state, networked government can also
be looked at as a different way of implementing the goals of the state”
(Kamarck 2002: 246).
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Pollitt is not overly impressed by the network approach, finding it
“unsatisfying, indeed, at times, frustrating” (2003: 65). He does not like the
“ahistorical assumption” that networks are new; nor the assertion that there
are now more networks or that these are somehow more democratic; nor
the methodological and theoretical weaknesses (2003: 65—6). As he argues, the
biggest disappointment for the public manager is “the paucity of interesting
and tested propositions for action coming from network theory” (2003: 66).
This is a particularly important point. If networks are to be a form of govern-
ance, more needs to be demonstrated than that there is a lot of interaction
going on between interests and governments. In sum, Pollitt argues:

This is not to say that network theory has nothing to offer. Rather,
I see it as just somewhat overblown. At its worst it offers a romantic
vision of a whole new way of governing, pivoted on a disparate bunch
of case studies, usually drawn from a limited number of sectors. At
its best, though, it reminds us of the (longstanding) importance of
informal relationships between organizations and groups, and how
these organizational dynamics can set the context for more formal
and specific processes of decision-making.

(2003: 67)

Mintzberg, too, argues that reliance on the network model “can be over-
done” and refers to France where “both public and private sectors have
long been dominated by a powerful and interconnected élite that moves
around with a freedom and influence that is proving increasingly stifling to
the nation” (2000: 78—9). The same general point could be made for other
European countries.

It is quite obvious that there is a lot of political bargaining at all levels in
governments and societies. Networks exist and do have influence. But there
is some distance from seeing the bargaining in action, influencing public
policy as a result, to saying that networks are running the government. Nor
is there any evidence that governance means self-organizing networks and
that this now needs to be the sole meaning of the word.

The second point is whether or not the case has been made for discard-
ing all other definitions of governance than governance as networks. Even
with due allowances for hyperbole, the network model is not sufficiently robust
to have moved the English language away from the ordinary dictionary
meanings of governance discussed earlier. To regard networks as governance
or governance as networks is to see the two terms as entirely synonymous.
Rhodes argues that only one meaning of governance is to be accepted, that
is governance as self-organizing, interorganizational networks. This means
that other usages, the several hundred years of reasonably settled meaning,
the ordinary usage in terms of a school or a tennis club, the ordinary usage
in a specialized context, such as corporate governance, or good governance,
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all need to be discarded. There is some utility to the network approach either
as an organizing principle or as one approach to governing, but to say that
there is only one meaning of governance and that is as networks is, indeed,
overblown.

A search for meanings

Social science is replete with words that seemingly defy clear meaning. In
his 1970 book on comparative government, Finer argued that the study of
comparative government “still wallows in semantic confusions”:

Some of the most commonly used words are homonyms — one iden-
tical word with several meanings. Others are stipulatory: whether
one knows it or not, the writer is using the term in a special and
often highly personal way. Some terms are both.

(Finer 1970: 3)

Some current uses or definitions of “governance” are clearly stipulatory, some
are highly specialized. Also, in the same era as Finer, Mills argued against
those he termed “grand theorists” who “never get down from the higher
generalities to problems in their historical and structural contexts” leading
to “unreality so noticeable in their pages” and

One resulting characteristic is a seemingly arbitrary and certainly
endless elaboration of distinctions which neither enlarge our under-
standing nor make our experience more sensible. This in turn is
revealed as a partially organized abdication of the effort to describe
and explain human conduct and society plainly.

(Mills, 1970, p. 42)

Whatever else their contribution might be, some theorists of governance
have quite certainly not obeyed the imprecation to plain explanation. For
instance, Bevir and Rhodes state “we use an anti-foundational epistemology
and an interpretive approach to understand changes in British governance”
(2003: 1). This is hardly about explaining human conduct and society
plainly. Further into their book, the abstraction goes further. As they argue:

Our decentred approach to governance casts a new light . . . because
it treats bureaucracy, markets and networks as meaningful practices
created and constantly recreated through particular, contingent
actions. In many ways, therefore, networks are an integral part
of our social and political life, they are characteristic of bureau-
cracy and markets as well as governance. . . . Once we stop reifying
institutions, bureaucracies and markets, we find many of the
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characteristics allegedly specific to networks are widespread aspects
of political structures. Our decentred approach encourages a shift
of focus from networks, now recognized as an integral part of
social life, to the beliefs held by actors and to the stories told by
political scientists. Governance is new because it signifies an import-
ant change in these beliefs and stories.

(Bevir and Rhodes 2003: 68)

The words are recognizably English but are stipulatory and lead to lots
of subsequent questions. What does a decentered approach mean here, and
how does it cast a new light — and on what? What are “meaningful practices
created and constantly recreated through particular contingent actions”?
Exactly who “reifies institutions, bureaucracies and markets”, and to what
purpose? What are the “beliefs held by actors”, and what kinds of “stories
told by political scientists” are to be read? More importantly, what does any
of this say about governance in Britain or anywhere else? It is hard to see what
the student of governance will get from this, particularly public managers
looking for assistance to solve real problems (Sparrow 2000). Such use of lan-
guage is more likely to widen the gulf between public management theory and
practice, and to separate political science from public management further.

Conclusion

“Governance” is a good word, one with many uses, but it is a word in
need of rescue. It risks being so burdened with meaning that its ordinary
standard dictionary definition — entirely appropriate for many current uses
— becomes lost. Governance is about running organizations, public and
private; it is about steering; it is about solving societal problems. Govern-
ance cannot be confined to the public sector; indeed, its greatest current
usage is in terms of corporate governance rather than of public governance.
Some definitions of governance pay insufficient attention — often none — to
its usage and meaning in other contexts. Again, governance needs to be able
to include the rules for a tennis club or how the board of a company or a
school is to operate.

The definitions of governance as networks, as new public management,
as socio-cybernetic systems, as the new political economy, to name but a
few, do not add to understanding of governance as a word, although they
might have other utility. Governance should be used, governance should be
discussed, but let the purpose be clear and the explanation considered.
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7

WHAT ENDURES? PUBLIC
GOVERNANCE AND THE
CYCLE OF REFORM

Laurence E. Lynn, Jr

In the field of public administration and management, something is always
new. In America, proclaiming “the new” has long been popular among
academics. John Gaus announced the “new administration” in the early 1920s;
Leonard White celebrated the “new management” and John Pfiffner the “new
public administration” in the 1930s. Participants in a historic conference at
Minnowbrook unveiled a new “new public administration” in the 1970s. And
the habit has spread to Europe. A “new public management” was famously
identified by Christopher Hood in the early 1990s and a “new city manage-
ment” was born in the Netherlands.

As New Public Management (NPM) lost amplitude in the academic issue-
attention cycle (Downs 1972) — pronounced “dead” by Patrick Dunleavy and
colleagues not two decades after its birth (Dunleavy et al. 2006) — increasing
prominence has been given to the “next new thing”: the “new (public)
governance”. As R. A. W. Rhodes has observed, the coming and going of
intellectual fashions is “often fun, sometimes instructive, rarely long-lived”
(Rhodes 2000: 54). As such, new fashions might be little more than mani-
festations of the sociology of academia. More charitably, they might be viewed
as heuristics that stimulate critical thought and investigation, and innovations
in practice, although often at the cost of distorting history for effect.

Worth taking more seriously, however, is the implicit assumption that insti-
tutions of governance are relatively malleable.! “Each generation redesigns
government,” claimed a group of experts associated with America’s National
Academy of Public Administration (DeWitt et al. 1994: 175). This assertion
collides with a widely held contrary view that institutional evolution is
generally path-dependent and incremental. How might we reconcile seemingly
conflicting claims of malleability and stability?

In taking up this issue, the meaning of terms is important. Define “insti-
tutions” as “stable sets of commonly recognized formal and informal rules
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that coordinate or constrain” behavior (Weimer 1995: 2 -3); a “paradigm”
as habits of thought or mind shared by policy-makers concerning how
to resolve problems of governance (Margolis 1993); and “path dependence”
as a process of narrowing the range of political and economic choices in
a way that links decision-making through time (North 1990). Using these
definitions, the proposition that a new public governance is replacing what-
ever preceded it can be restated as follows: The habitual reactions of policy-
makers — legislators, elected executives, judicial officers, and administrators
— to problems of governance are shifting irreversibly as a result of changes
in the contexts of governing, and the result is or will be new, at least
temporarily stable institutions. The conceptual questions raised by this
proposition are: What endures and what does not in national institutions
of governance? and How and why do the answers matter? The related
empirical question is: What kinds of evidence are necessary to sustain claims
that “the new” is upon us?

This chapter addresses these questions and offers some speculative con-
clusions. The following section considers the stories of two historical issue-
attention cycles (Downs 1972) involving claims concerning the advent of
something new in state-society relations: American claims concerning the
emergence of a new (public) administration at every level of government in
the 1920s and 1930s, and the claims first heard in the early 1990s concern-
ing the emergence of a new (public) governance — a story that is ongoing.
There follows a comparison of the arguments sustaining the two stories,
raising the question of whether the second story might end as the first did:
in the emergence of a genuinely new paradigm of administrative thought
and action. The paper concludes with reflections on what can be said about
what endures and what does not as fashions in public administration and
management reform succeed one another.

“The new”: old and new

An American penchant to proclaim or advocate “the new” had its first
important expression following decades of Progressive-era reforms in
American institutions: the beginnings of a professional civil service; economic
regulation; an income tax; the executive budget; new forms of direct demo-
cracy; the direct election of US senators; and women’s right to vote. Fifteen
years later, the term “new” had been dropped, and “public administration”
had become an accepted paradigm of thought and action.

Beginning in the twentieth century’s final decade, many on both sides of
the Atlantic began claiming that a “new (public) governance” is replacing
public administration as the profession’s foundational paradigm. For a
time, this term competed for attention with the seemingly more resonant
and popular NPM. Within a decade, however, the new (public) governance
in various and diverse guises was ascendant.
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Though this more recent discourse concerning “the new” has distinctive
national versions and has yet to run its course, comparing these two epi-
sodes of the field’s intellectual and institutional history can be instructive.
Unlike the reform cycle associated with NPM, the new (public) governance
has a reasonable but uncertain prospect of ending like the earlier American
story: in a new paradigm of thought and action.

The “New (Public) Administration”

In the latter decades of the nineteenth century, a modern administrative
state began to replace America’s largely pre-bureaucratic, agrarian, populist
institutions. Beginning with civil service reform in the 1880s, the pace of change
accelerated, and government at all levels grew in scope, size and influence.
The landmark Budget and Accounting Act of 1921 institutionalized modern
executive government in America.

New problems

Leonard White summarized the context in which the American adminis-
trative state emerged:

After the echoes of the Civil War had died away a new society
was perceived to be emerging from the rural-small town economy
of the first eighty years of our national existence. Invention was
working its transformation through the industrial revolution and
leading to an urban civilization based on the machine from the
factory. This new civilization attracted millions of persons from
other countries who came with different backgrounds of government
and different standards of life. The new regime thus created new
problems of public order, public health, housing, protection of safety
standards, recreation, care of the unfortunate and the delinquent,
regulation of utilities, and regulation of conditions of employment,
and necessitated the development of new programs of government
service. . . .

(White 1933: 3)

Those who observed and participated in the reform process believed them-
selves to be responding to unprecedented and dynamic social, economic,
technological and political change that rendered nineteenth-century insti-
tutions ramshackle and obsolete, not only in America but throughout the
industrializing world (Bertelli and Lynn 2006). Frederick Cleveland wrote
in 1913: “A wave of organized democracy is sweeping the world, based on
a broader intelligence and a more enlightened view of civic responsibility
than has ever been obtained” (1913: 438). In the preface to his seminal 1926
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textbook, An Introduction to the Study of Administration, White referred to
administration as “this enormous terrain, studded with governmental prob-
lems of first magnitude” (White 1955 [1926]: xvi). During the administration
of President Franklin D. Roosevelt, White and his co-authors Marshall Dimock
and John Gaus wrote:

The student of public administration is now confronted with a
literally overwhelming torrent of new administrative agencies and
new problems to be assimilated and appraised. . . . [That] [sJo many
currents of experience from industry, from psychological research,
from the study of comparative government . . . to name but a few
— are adding their contribution to the main stream require[s] both
improvements in administrative technique and equally more accur-
ate ideas concerning the nature of administration.

(Gaus, White and Dimock 1936: vii—viii)

A solution: public administration

In “The New Problem of Administration”, published in the early 1920s, John
Gaus argued that, faced with issues that were “technical, detailed, involved,
[and] requiring special knowledge and expertise” (Gaus 1923—4: 220), political
parties and legislatures tended “to leave difficult problems to administrative
agencies for solution” (Gaus 1923-4: 218). To the perfectly serviceable
term “administration”, Gaus added the term “new”, defining “the new
administration” as a flexible instrument endowed with “a wide share of policy
formulation . . . a large measure of discretion . . . [and] wide exemption from
judicial review”, a transformation analogous to the creation of the “modern
national state” by European monarchs (p. 220). Gaus noted that the “new
administration” had emerged “so suddenly that many of us are still unaware
of its implications or problems or challenges” (p. 230).2

The cumulative result of these various transformations at local, state and
federal levels of American government was dramatic, wrote Harold Laski in
the new British journal Public Administration in the same year. “A state built
upon laissez-faire has been transformed into a positive state. Vast areas of
social life are now definitely within the ambit of legislation; and a corresponding
increase in the power of the executive has been the inevitable result” (1923:
92). Pre-bureaucratic nineteenth-century patronage administration, frag-
mented and decentralized, had been replaced by a modern, managerial and
professional bureaucratic state with significant delegated authority to make
policy, to regulate private activity, and to promote public welfare.

In 1933, White defined what he termed “the new management”, which,
he said, emerged from 1900 to 1930, as “a contemporary philosophy of
administration” favoring consolidation of administrative power at all levels
of government. The changes in administrative institutions during that period,
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claimed White, were “primarily dedicated to greater efficiency, toward
improved methods, better and more extensive services and the elimination
of waste and irresponsibility” (White 1933: 4). Joining White in proclaim-
ing “the new” was John Pfiffner. In his 1935 textbook, he wrote: “the new
public administration is essentially democratic in spirit and practice. . . .
[It] combines power with responsibility” to political officers who are under
popular control (1935: 19). Administration is “society working through govern-
ment to solve the collective problems of a technological age” (p. 20).

By the mid-1930s, public administration had achieved a level of maturity
that no longer required the qualifier “new”; indeed, it was often referred to
as “the” public administration. The field’s leading scholars and practitioners
expressed what had become ‘“habits of mind”, a professional reasoning
process that was concerned with a new agenda concerning

the interrelationships among the values of democracy; the dangers
of an uncontrolled, politically corrupted, or irresponsible bureau-
cracy; the corruptibility of legislative processes; the imprecision of
popular control of administration; and judicial and executive insti-
tutions that can balance capacity with control in a constitutionally
appropriate manner.

(Bertelli and Lynn 2006: 43)

The field could now identify itself with a literature evincing a subtle,
pragmatic wisdom concerning administrative practice that was, at the same
time, infused with democratic idealism and a keen awareness, if not a com-
plete conceptual grasp, of the challenges created by America’s constitutional
separation of powers.

The “New (Public) Governance”

In the early 1990s, many of public administration’s leading scholars and
practitioners began, once again but this time on an international scale, to
proclaim “the new”, which was simultaneously available in two distinct brands:
NPM, which emphasized “markets”, and the new (public) governance, which
emphasized “networks”. The story of NPM has been often told and, as argued
earlier, is of less interest than the new (public) governance, which remains
ascendant and possibly transformative.

Dutch, American and British experts separately asserted the proposition
that advanced democracies are moving toward new forms of governance;
indeed, some suggested “governance without government”, a mode of societal
steering that has been de-bureaucratized in favor of emergent hybridized
and consociational institutions of civil society. These emergent discourses
were necessarily influenced by national and regional institutional histories
and contexts; Anglophone, American, Nordic and Continental ideas had their
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own flavors (Klijn 2008). Common themes and emphases soon became
evident, however.

New governance in Europe

Introducing his 1993 edited symposium volume Modern Governance: New
Government—Society Interactions, Jan Kooiman discussed “new patterns of
interaction between government and society” and “new ways of governing
and governance” that he termed “social-political governance” (1993: 2, 3).
In response to the increasing complexity, dynamics and diversity of societies,
the public and private sectors are, he said, engaging in continuous inter-
actions and acting in conjunction with one another rather than separately.
The result has been new structural forms of interactive steering, managing,
controlling and guiding in certain sectors.

R. A. W. Rhodes, writing in 1996 of the changes he perceived in British
government, redefined, in the manner of Gaus in the early 1920s, the hereto-
fore generic and descriptive term “governance” as signifying “a change in
the meaning of government, referring to a new process of governing; or a
changed condition of ordered rule; or the new method by which society is
governed” (Rhodes 1996: 652-3). Specifically, Rhodes argued, to markets
and hierarchies (bureaucracies) as governing structures can now be added
networks characterized by trust and mutual adjustment. Later Mark Bevir,
Rhodes and Patrick Weller, organizers of a symposium similar to Kooiman’s
a decade before, used “governance” to encapsulate “the changing form and
role of the state in advanced industrial societies”, especially focusing on
public-sector reform and on “the changing boundary between state and civil
society” (2003: 13).

Subsequently, Stephen Osborne proposed that we are entering a new stage
in the profession of public administration and management. The first stage,
traditional public administration, while emphasizing politics, gave short shrift
to management. The next stage, NPM, focused on management while relegat-
ing democratic institutions to the status of mere context if not of outright
impediment. From an intellectual perspective, New Public Governance (NPG)
corrects the theoretical and practical shortcomings of its predecessors, encom-
passing the contemporary complexities and realities of governing by drawing
on organizational sociology and network theory rather than on political
science or public-choice economics in order to overcome the fragmentation
and uncoordinated character of twentieth-century managerial practice.

The “new (public) governance” has been proposed elsewhere in the
Anglophone world. In Canada, Gilles Paquet spoke of “a shift from a some-
what ‘defensive,” anti-democratic, centralizing, homogenizing and hierarchical
former regime ruled by elites toward a more ‘open,” communitarian, non-
centralizing, pluralistic and distributed governance regime” (1999: 73). Of
Australian social policy, Tim Reddel says that “a new governance discourse
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offers some promise as a policy framework that can re-conceptualize the
state—community (and market) relationship and deliver improved com-
munity outcomes, particularly in the context of place-based or spatial policies
and programs” and featuring “dialogue, deliberation, and association” and
“engagement with a strong civil society” (Reddel 2002: 50-1, 54, 60).

In his 2008 assessment of the European literature on governance, Erik-
Hans Klijn concluded that the term “governance”, in so far as it identifies
a departure from traditional emphasis on the internal functioning of govern-
ments, refers to governance networks, that is, to government’s “relationships
with other actors and the process of handling complex decisions and imple-
mentation processes” (Klijn 2008: 510-11). “Governance”, he says, “is the
process that takes place within governance networks”, that is, within “a
web of relationships between government, business and civil society actors
[which are] based on interdependencies [that] are not necessarily equitable”
(p. 511). Thus, in contrast to those, such as Rhodes and Kooiman, who have
viewed the new governance as traditional structures plus networks, Klijn views
it as networks alone.

New governance in America

In 1994, American scholars associated with the National Academy of Public
Administration identified a “cluster of ideas and symbols” they termed “new
governance” (Dewitt et al. 1994). Inspired by books such as David Osborne
and Ted Gaebler’s Reinventing Government (1992) and Michael Barzelay and
Babak Armajani’s Breaking Through Bureaucracy (1992), “new governance”
was said to encompass “[nJew ways of doing the public’s business”, driven
primarily by policy specialists and already being experimentally introduced
by state and local governments, and soon to be attempted at the federal
level (by the Clinton administration). “New governance” anticipated and
advocated further changes in the participants, purposes, means and politics
of government. Participants, they believed, would come to include alliances
and collaboration in lieu of fragmentation and decentralization of decision-
making. Citizens would be empowered rather than being merely the passive
objects of government initiatives.

In 2000, American political scientist Lester Salamon defined the “new
governance” as having two distinctive features: its collaborative nature
and its recognition that this form of governance involves challenges as well
as opportunities. As Salamon sees it, each of a “dizzying array” of new
administrative forms or tools had its own skill requirements, its own delivery
mechanisms, and its own political economy (2000: 1612, 1613). Most of the new
tools are highly “indirect”, involving the sharing with non-governmental actors
of discretion over the exercise of public authority and the allocation of
public resources. His initial term for this phenomenon — he began writing
about it in 1980 — was “third party government”. In support of his claims,
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he quotes Donald Kettl as having observed that “[e]very major policy ini-
tiative launched by the federal government since World War II . . . has been
managed through public—private partnerships” (Salamon 2000: 1615, citing
Kettl 1993: 4). A similar phenomenon, under such rubrics as “pillarization”
and “subsidiarity”, has, he notes, been occurring in Western Europe.

A new governance discourse has arisen in specific policy domains as well.
Robert Durant argues that traditional command-and-control regulation is
inadequate for non-point source pollutants such as greenhouse gases, and
that regulatory management concerning environmental and natural-resource
policies must reconnect with stakeholders and give greater flexibility to both
regulators and regulated communities (Durant 2004). American public adminis-
tration scholars have viewed national and state rural development councils
as an example of a new governance featuring reduced federal direction in
favor of intergovernmental collaboration and increased involvement of
state, local and private agencies (Radin 1996). Americans Lisa Bingham, Tina
Nabatchi and Rosemary O’Leary (2005) discuss a “different face” of the “new
governance”, which will be the “watchword for the next millennium”.

Practitioners are using new quasi-legislative and quasi-judicial govern-
ance processes, including deliberative democracy, e-democracy,
public conversations, participatory budgeting, citizen juries, study
circles, collaborative policy making, and alternative dispute resolu-
tion, to permit citizens and stakeholders to actively participate in
the work of government.

p. 547

The stories compared

Both of the stories sketched above feature claims about a changed world:
the institutional status quo has been, or is being, replaced by something so
different that it constitutes a new way of thinking and addressing public issues.
However, a convincing argument of any kind, but certainly a scholarly one,
requires not only a claim concerning what is (probably) true but also four
additional elements: reasons, evidence, a warrant (authorizations or justi-
fications based on theory or principle) and, finally, qualifications (limits of
applicability).” What are the arguments central to each of the two stories?
Are they equally convincing? If not, why not? If so, what are the implica-
tions for thought and practice?

The arguments offered on behalf of both the new (public) administration
and the new (public) governance generally include the required elements.
Their respective claims are easy to identify: “a new (public) administration
based on new government institutions has emerged over the last thirty
years” in the first story, and “new modes of governing involving networks
and the sharing of authority with civil society institutions are replacing
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traditional reliance on public authority” in the second. Reasons are similar
in both arguments and take the form: “traditional institutions proved to be
inadequate for addressing problems of increasing complexity associated
with changes in society, technology, and the economy”.

When it comes to the evidence and the warrants supporting the claims and
reasons, however, the quality of the two arguments diverges. One reason
may be that new governance ideas are still being formulated and contested.
Another reason goes directly to the quality of the arguments being put
forward for the new (public) governance: their normative, theoretical and
empirical dimensions are not always clearly distinguished, and are often
conflated. While disentangling these strands has not been attempted here, it
is important to identify problems of evidence, theory and qualifications.

The problem of evidence

During the emergence of the American administrative state, academic public
administration and public administration as codified professional practice were
largely inchoate and emergent. The political scientists, municipal research-
bureau staff, and activist reformers who created both the reality and the
historical record of institutional transformation were themselves partici-
pants in the historical process. As a result, evidence was predominantly based
on experience, direct observation and official data. When first articulated,
the new public administration was regarded as a fait accompli; its examples
constituted evidence of a new reality, a new paradigm in the literal meaning
of that term.

Now, given the existence of a mature profession, so-called cycles of
administrative reform can run their course largely in the academic imagina-
tion and in the specialized precincts of technocrats and consultancies. Thus,
examples of a new (public) governance are often carefully selected harbingers
of a reality possibly in the making rather than constituting a balanced
assessment of the range of actual changes in state-society relations. Many
contributors to the new governance literature offer broad generalizations
concerning institutional change or examples of new forms of goverance with-
out saying much about whether habits of thought among policy-makers have
changed. Moreover, contending as it is with still other claims on behalf of
“the new”, such as the “new city management” (Hambleton 2002; Hambleton
and Gross 2007) and the “new public service” (Denhardt and Denhardt 2002,
2003), in which there is as much advocacy as analysis, it is not yet clear whether
the new (public) governance reflects just another cycle of intellectual fashion
stimulated as much by who desires reform as by intellectual curiosity or the
emergence of what will eventually be seen as a self-evident new reality based
on new habits of thought, the evidence for which is everywhere at hand.

However, the difference in the evidentiary bases for the two stories
and their claims should not be overstated. Of the established American
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administrative state, White noted that “[w]ithout any adequate proof of the
superiority of the new institutions at hand, it is clear that they have by and
large commended themselves to the voters. As soon as adequate measures
of success or failure are at hand, their contribution may be made more
clear” (1933: 236). The new (public) governance literature, moreover, features
increasing empirical depth. Salamon’s claims concerning the new reality of
third-party government, for example, are supported by data on the expand-
ing role and size of the nonprofit sector in publicly financed service delivery
and also by a growing body of official data and scientific research. The
literature on the new governance in the European Union and on new forms
of citizen participation in governance features a good deal of experiential
reflection and some scientific investigation. Research such as that of Radin
(1996) and Durant (2004) use the new governance as a frame for analyzing
institutional change in rural economic development and in environmental and
natural resource management respectively. Studies such as that of Taylor (2002)
demonstrate the extent of government influence in new governance structures.
Empirical knowledge is accumulating.

In summary, empirical evidence supporting claims that a new (public)
governance is redrawing state—society boundaries is contested and, in quality
and extent, as yet unconvincing.

The problem of theory

Proclaiming “the new” in both stories depends for intellectual leverage and
salience on a more principled warrant, that is, on a theory that justifies the
logic of linking claims, reasons and evidence.

Claims on behalf of the new (public) administration were thought to be
vindicated by the needs of the polity in a modernizing and industrializing
society as expressed through America’s constitutional scheme of governance.
The warrant can be stated more generally. The cumulative and combined
effects of several historical developments over three centuries — the advent of
the nation state, the transformation of mercantilism into capitalism, demo-
cratic and specifically republican revolutions, industrialization, modernization
and urbanization, and international conflicts — resulted in the emergence
in the developed world of centralized, hierarchically organized, politically
accountable administrative states founded on the rule of law (Aucoin 1997;
Dahl and Lindblom 1953: 511; du Gay 2000; Goodsell 1983; Meier 1997;
Peters and Pierre 2003).

In contrast, most arguments for a new (public) governance are primarily
analytical rather than theoretical, featuring classification and generalization
rather than a causal logic rooted in democratic principles. In many of these
arguments, a necessarily selective body of evidence is, in effect, assumed to
speak for itself. The fact that numerous countries are making reforms with a
family resemblance to one another is often presumed to suggest inevitability
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and a global convergence of governing paradigms (cf. arguments for NPM).
Advocates for new paradigms might be forgiven for omitting such theorizing;
their goal is an immediate and practical one: to alter the thinking of policy-
makers, stakeholders and administrators in support of new, arguably better
forms of governance. Such omissions are less forgivable in scholarly discourse,
however, which is, and ought to be, held to more rigorous standards for claims
and for the logic of the reasons and evidence that support them.

What might be the warrant for the argument that a new (public) govern-
ance is, within a generation, replacing centuries-old institutional expressions
of republican rule? Why might it be in the interests of the stakeholders
of representative democracy — citizens, elected representatives, and legal
institutions — to dispense with bureaucracy and the types of account-
ability mechanisms associated with it in favor of more dispersed, diffuse
and ambiguous accountability? And why now?

The most popular warrant is the vague notion of “globalization”. The
triumph of more aggressive forms of capitalism (at least until the global
financial crises beginning in 2008), of border-erasing technologies, and of
competition-based, performance-oriented social allocation, that is, of the
global marketplace, over socialism, state-directed social allocation, and social
democratic welfare statism was, it is asserted, bound to affect all states in
similar ways. Globalization, in other words, represents a disruptive his-
torical discontinuity, the significance of which for state—society relations is
as great as the emergence of the nation-state, of market capitalism and of
representative democracy.

Fred Riggs and Judith Merkle have articulated the basis for a more prin-
cipled warrant for the new institutional developments. The basic principle
of democracy as an aspect of modernity, in Riggs’s account, involved the
replacement of top-down monarchic authority with bottom-up representa-
tion: dominated subjects were replaced by free citizens able to participate
in governance, choose their governors, and hold them accountable through
periodic elections. But, he says, “[i]t has never been easy in even the most
democratic countries for the organs of representative government to sustain
effective control over their bureaucracies” (1997: 350), and it became more
difficult as those bureaucracies were being rationalized in order that they might
approach industrial reliability and efficiency.

Merkle offers a similar type of reasoning (1980). In her account, future
president Woodrow Wilson initiated a new idea: “power wielded without regard
to persons [either monarch or the people] but rather to attain social ends
whose usefulness and means of attainment could eventually be determined
by science itself” (1980: 280). She continues: “It was a theory of politics that
proclaimed the victory of the experts and defined ‘politics,” or the contest
for power, as obsolete” (p. 281). An implication of Merkle’s reasoning is that
all the pathologies of bureaucracy that were coming to be widely recognized
will influence the premises of political choice.
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All of these modes of influence [by bureaucracies] tend to break down
the ability of the political system to control bureaucracy, while at the
same time they introduce the values and the vested interests of the
state’s own administrative “servant” into the political process itself.

(Merkle 1980: 282; cf. Karl 1976)

Attempts at democratic control, as Riggs also notes, only undermine the
effectiveness of administrative action, ensuring a fundamental tension between
them.*

Based on these types of reasoning, the warrant for a new (public) govern-
ance might be that civil society institutions, governing elites and other
stakeholders are coming to the view that the inevitable tensions between
representative democracy and nonrepresentative bureaucracy should be ameli-
orated by redrawing the state—society boundary so as to enlarge the role of
civil society — a political preference which will come to be accepted by policy-
makers and judges as consistent with republican principles and therefore
legitimate.

Of interest at this point is an integrative concept originating in socio-
logical theory, that of an “organizational field”, that is, a “recognized area
of institutional life . . . involving the totality of relevant actors” (DiMaggio
and Powell 1991: 64—5).° Paul DiMaggio and Walter Powell argue that “[b]ure-
aucratization and other forms of organizational change occur as the result
of processes that make organizations more similar without necessarily making
them more efficient”. Three forces that induce isomorphism, that is, conver-
gent structural/functional arrangements, are coercive, i.e. political influence
(operating as an exogenous influence on organizations) that ensures legiti-
macy; mimetic, i.e. standardization of responses to uncertainty; and normative,
i.e. standardization reflecting professional beliefs and values (DiMaggio and
Powell 1991: 67). In other words, choices of administrative arrangements may
be a resultant of socialized rather than rational choice within organizational
fields, of imitation, coercion, or ideology rather than of calculation and
analysis. We should not be surprised to find convergence on a functional or
specific policy institution even if not on a whole-of-government scale.

Elaborating on this line of reasoning is Powell’s (1990) elucidation of the
conditions that give rise to network forms of organization. Under certain
circumstances, he argues, exchange relationships may be governed by recipro-
city and collaboration rather than by (complete, incomplete, or implicit) con-
tracts or structures of formal authority. In general, says Powell (1990: 326-7),

networks appear to involve a distinctive combination of factors —
skilled labor, some degree of employment security, salaries rather
than piece rates, some externally-provided mechanisms for job
training, relative equity among the participants, a legal system with
relaxed antitrust standards, and national policies that promote research
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and development . . . which seldom exist in sufficient measure with-
out a political and legal infrastructure to support them.

Cross-national variation in the frequency of network forms may be explained,
Powell suggests, by variations in state policies that support and sustain
collaborations. Differentiating among administrative forms in this way may
help in identifying the underlying dynamics of change.

Finally, R. L. Jepperson and J. W. Meyer, also sociologists, adduce a frame-
work of explanation that views the evolution of the formal organization of
society as governed by the modern polity, by which they mean

the system of rules conferring societal authority in pursuit of collec-
tive ends, establishing agents of collective regulation and intervention.
... We have in mind processes such as monetarization and demo-
cratization — the construction of markets and rights — and the
institutionalization of goals such as collective progress and justice.

(Jepperson and Meyer 1991: 206)

Their framework accommodates global influences.

Our line of argument proposes that a wider polity (often worldwide)
of universalistic collective definitions plays a governing role, com-
bined with an expanding set of subunit national societies competing
and copying each other within this frame.

(1991: 209)

These authors, then, suggest the possibility of a mimetic isomorphism that
allows for degrees of convergence on a new (public) governance that are
consistent with path dependence.

The new skepticism

The earlier American story attracted little fundamental criticism; virtually
no one argued that a new administrative state was not in fact emerging,
although many noted in qualification that change was proceeding gradu-
ally. But qualifications and outright skepticism abound in the story of new
(public) governance. Johan Olsen (2006: 2) quoted Hood (1996: 268) that
many reform proposals are “repackaged versions of ideas that have been in
public administration since its beginnings” and that “new” approaches fre-
quently rehash old ideas (Kettl 1993: 408). Olsen also notes that Rhodes (1994;
see also Davis and Rhodes 2000) predicted a return to bureaucracy ten years
ago, and Peters (1999: 104-5) sees “a possible return to Weber’s organiza-
tional archetypes”. Based on comparative analysis, Pollitt and Bouckaert
say that “The idea of a single, and now totally obsolete, ancient regime is
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as implausible as the suggestion that there is now a global recipe which will
reliably ‘reinvent’ governments” (2004: 63). Even Kooiman, a progenitor of
the governance perspective, concedes that “the state is still very much alive”
(Kooiman 2003: 130).

Of particular interest is the analysis of governance reforms in Anglophone
and European states by Bevir, Rhodes and Weller. They ask: “What is the
plot of our story?” The complex plot comprises twelve points. Notable among
them is the following: “the beliefs and practices of elite actors [engaged in
reform] originate in the traditions they have inherited. They construct issues
or dilemmas out of experiences infused with these traditions” (2003: 202).
Further, “[glovernance is constructed differently and continuously reconstructed
so there can be no one set of tools” (p. 203). Moreover, specific reforms have
different meanings in different countries; new governance in the Netherlands
will differ from new governance in the UK. There is “no universal process
of globalization driving public sector reform” (p. 203). The primary elites,
moreover, remain central agencies. Thus, the new (public) governance is, at
best, a highly nuanced and qualified story.

New (Public) Governance: a new paradigm?

Comparing a completed story with a work in progress is problematic. There
is value in the effort, however, if the question is posed as follows: Might the
story of new (public) governance have the same ending as the story of the
new (public) administration? That is, might the qualifier “new” eventually
be dropped and “public governance” replace “public administration” as the
general term that encompasses all forms of state—society interactions that we
study and practice?

A deeper issue lurks beneath this question, however: whether the bases
of legitimacy for state-sponsored action will shift decisively toward more
open and transparent civil society institutions. Ultimately this is a political
question. The discussion in the preceding section sketched one political path
toward such a result: pressure on elected officials from citizens disaffected
by strong-state traditions that persuades them to advocate and authorize
altogether different forms of societal steering, as did indeed take place in
America in the decades from 1890 to 1930.

However, skepticism concerning such a political development is warranted.
Any paradigm which requires political actors to change fundamentally their
ways of viewing their roles without concomitant changes in constitutions and
political institutions is arguably doomed to become just another academic
fashion that will run its course. Of Salamon’s approach to new governance,
for example, Guy Peters has argued that there are more fundamental
considerations than “tools of governance” at work in American politics.
Indeed, there are more fundamental issues at work in democratic politics
worldwide.
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One of those fundamental considerations is constitutional governance.
With all that has been new over centuries of state development, what has
endured has been those institutions that guarantee the legitimacy of delegated
authority: legislatures and judicial bodies along with norms of public service
(Lynn 2006). In America, and in other countries as well, to the extent that
electoral politics involves the direct engagement of interest groups and other
constituencies, elected officials will continue to be under pressure, when the
legitimacy of the uses of delegated authority is called into question, to
enforce traditional modes and concepts of accountability. If there was
any doubt about the truth of this proposition, the responses of governments
worldwide to the financial and economic crises that engulfed the world
beginning in 2008 should have dispelled it.

Constraining managerial tools and practices, and in a sense transcending
them, then, are the law and legal institutions and their derivative checks
and balances. “State power is the great antagonist against which the rule of
law must forever be addressed,” says H. W. Jones (1958: 144). As Anthony
Bertelli notes, administrative law regimes exist to police the delegation
of powers from sovereign authority to bureaus. “The commitment to
uphold administrative law is made credible in most of the world by a third
party[, notably] the courts” or by other arrangements, such as ombudsmen
or inspectors-general or other entities possessing independent authority
to review and report (Bertelli 2005: 151). Note Walter Kickert and Jan
Hakvoort (2000: 251), the “all-pervasive dominance of administrative law,
combined with the rational, deductive, comprehensive, systematic way of legal
thinking, must have serious implications for the form of ‘public manage-
ment’ that is adopted” in Continental countries dominated by civil law and
in other countries as well.

Constitutions and constitutional institutions will continue to frame the
evolution of states and, as a consequence, their managerial institutions. The
overthrow of current constitutional arrangements is not in prospect. Within
these institutional frameworks, institutions will continue to evolve, and
we shall see, perhaps even anticipate, patterns of interaction that are new.
But the narrative of differentiation that emerges from comparative research
presages distinctive futures, not convergence, for national administrations.
These futures may, over time, come to look different from the contemporary
reality of public governance, but only in so far as the central problematic
of democratic governance, accountability to representative institutions, is
resolved in ways that sustain the constitutional legitimacy of state action.
Whatever may be new will be rooted in soil that is very old indeed.

Notes

1 American public administration scholar Nicholas Henry (2007) has identified six
paradigms in the field’s first century, the last of them being governance.
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2 He noted, however, that the new administration had been anticipated by British
essayist Walter Bagehot, whose admiring biographies of Victorian administrators
prefigured the challenges of the modern administrative state.

3 This paragraph is based on Toulmin (2003) as interpreted by Booth, Colomb, and
Williams (2003).

4 Argues Riggs (1997: 347), “No bureaucracies, modern or traditional, are demo-
cratic; they are instead administrative and hierarchic.” Of the emergence of the
American administrative state, Barry Karl (1976: 503) notes that “the profession-
alization of administration created national interests among administrative specialists
themselves, separating them from the local attachments their [Jacksonian] pre-
decessors had understood so well,” thus deepening the problems of democratic
accountability. The consequences of professionalization may be even more evident
in European democracies.

5 This part of the discussion is adapted from Lynn (2006).
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PARTNERSHIPS: PARTNERSHIP

ADVANTAGES, DISADVANTAGES
AND SUCCESS FACTORS

Ronald W. McQuaid

Promoting “partnership” and greater interagency cooperation between govern-
ment departments, public agencies, private companies and the third sector
has become a staple of strategies to promote social and labor-market inclusion
at national and supranational levels, for instance internationally (CEC 2003,
2001: 6; OECD 2008) and the UK (DWP 2006). Area-based strategies to
tackle social and labor-market exclusion have particularly used partnership
approaches involving different organizations and forms of relationship — for
the UK government, “renewal relies on local communities”, and non-public
bodies have a leading role to play in promoting employability, regeneration
and inclusion (SEU 2001; McQuaid and Lindsay 2005; McQuaid et al. 2007).

Across and beyond the EU, policy-makers are turning to new forms of
partnership and seeking to include a wider range of stakeholders in the design,
planning and delivery of policies. In the case of employment policies, this
reflects an acceptance that, in order for employability policies or interventions
to address the range of complex and multi-dimensional problems faced
by unemployed and economically inactive people, multi-agency approaches
are required. For instance, as governments refocused their welfare-to-work
strategies on those claiming long-term income-based benefits in many Euro-
pean countries (Lindsay and McQuaid 2008, 2009) and incapacity benefits
in the UK (Lindsay et al. 2008), they also “opened up” employability services
to a wider range of stakeholders, in an attempt to extend their quality and
reach, and to access specialist knowledge and expertise.

Different types or organization of partnerships are appropriate in differ-
ent circumstances, and a key strategic issue is to identify and choose an
appropriate type. Some of the main dimensions of partnership are: what the
partnership is seeking to do, i.e. its purpose and whether it is strategic or
project-driven; who is involved, i.e. the key actors and the structure of their
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relationship in the partnership; when, i.e. the timing or stage of development
of the partnership process and changing relationships and activities over time;
where, i.e. the spatial dimension; and how the activities are carried out, i.e.
the implementation mechanisms (McQuaid 2000).

This chapter considers a number of conceptual and policy issues surround-
ing partnership working, including interagency cooperation, mainly using
examples in the areas of employability and local regeneration policy.
Following this introduction the chapter addresses: definitions of “partner-
ship”; potential benefits associated with partnerships/interagency coopera-
tion; limitations and problems with partnerships/interagency cooperation;
critical success factors in effective partnerships; some implications for
governance; and conclusions.

Definitions of partnership

The term “partnership” covers a multi-dimensional continuum of widely
differing concepts and practices, and is used to describe a variety of types
of relationship in a myriad of circumstances and locations. Some, such as
public—private partnerships, often refer to specific forms of contractual
relationships, although this chapter is concerned with wider formal and
informal interagency cooperation. Such is the rhetorical power of the lan-
guage of “partnership” that concerns have been raised that the concept has
become little more than a buzzword to “sprinkle liberally through funding
applications” (Osborne 1998); or an idea so ubiquitous in major policy
initiatives that it defies definition (Rowe and Devanney 2003) and risks
losing its analytical value (Miller 1999). Lankshear et al. (1997: 88-9) suggest
that key terms like “partnership” are

words that cross discursive boundaries, spanning multiple world-views,
interests and value systems. They all carry positive connotations
and name ideals to which people who embrace different — and often
incompatible — aspirations, purposes, interests and investments
claim allegiance.

The concept of partnership in service delivery arose, during the 1980s and
1990s, as a canon of public policy and private enterprise (Knox 2002). The
OECD (1990: 18) has defined partnerships as:

Systems of formalised co-operation, grounded in legally binding
arrangements or informal understandings, co-operative working
relationships, and mutually adopted plans among a number of insti-
tutions. They involve agreements on policy and programme objectives
and the sharing of responsibility, resources, risks and benefits over
a specified period of time.
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Further to this very broad definition, a number of more context-specific
definitions of partnership have been articulated. Harding (1990: 110) sets out
a general definition of “private—public partnership” as “any action which relies
on the agreement of actors in the public and private sectors and which also
contributes in some way to improving the urban economy and the quality
of life”. Bailey et al.’s (1995: 293) more specific definition of partnerships for
urban regeneration speaks of “the mobilisation of a coalition of interests drawn
from more than one sector in order to prepare and oversee an agreed strategy
for regeneration of a defined area”.

It is useful to distinguish partnerships at different levels of organization,
such as at strategic or project levels, or geographically at regional and local
levels. Snape and Stewart (1996) are interested in different levels of inter-
agency cooperation — they distinguish between three ideal-typical forms
of partnership working in social-inclusion policy: facilitating partnerships,
which manage longstanding strategic policy issues; coordinating partnerships,
which are concerned with the management and implementation of policy
based on broadly agreed priorities; and implementing partnerships, which are
pragmatic and concerned with specific, mutually beneficial projects. To
this can be added more strategic-goal agreement partnerships which seek to
identify key directions and aims, and how these might be achieved through
partnership working.

Drawing on a number of existing approaches, Hutchinson and Campbell
(1998: 9) suggest that there is a consensus around a number of defining
features: partnerships bring together a coalition of interests drawn from
more than one sector to generate agreement; partnerships have common aims
and a strategy to achieve them; partnerships share risks, resources and
skills; partnerships achieve mutual benefit and synergy.

This discussion demonstrates that partnership remains a varied and ambi-
guous concept. In the UK context, the debate has been further complicated
by the government’s application of the language of partnership to programs
and relationships that in fact involve the allocation of resources on the basis
of competitive tendering to provide services. These include public—private
partnerships (and private finance initiatives, or PFIs, in the UK) (McQuaid
and Scheerer 2010). Government departments and funders are required
to fulfill the dual role of acting as strategic partners, working with other
government agencies and stakeholders to shape the general framework for
local policy implementation, while also acting as a funder, contracting out
services often through some of the same stakeholders.

Increasingly important are partnerships between different public-sector
bodies which link different types of services (e.g. the linking of welfare allow-
ances, health, and job search, etc.). There may be tensions between organizing
activities along specific functions and tasks (e.g. providing welfare benefits
in a cost-effective way) and more client-centered approaches where the full
range of issues facing a client need to be dealt with in order to help them to

129



GOVERNANCE AND INTERORGANIZATIONAL PARTNERSHIPS

move on (e.g. to employment). For example, it may be important to train
a person to manage their health condition first, and to remove their fear
of losing welfare benefits if they take a job, as well as improving their
vocational and job-seeking skills, etc. The question arises as to how best to
maintain economies of scale and other efficiencies in each of the different
supports given to a client while making them coordinated and flexible
enough to meet the needs of the clients realistically, in the right time, place
and manner. Is it best through merging the different services, or through
better joint working (partnership) between different agencies (in which case the
incentives must promote the flexibility required for effective joint working,
while not introducing significant inefficiencies)?

While organization providing training and support for unemployed
people under contract to the UK government Public Employment Service,
Jobcentre Plus (under the policy during the 2000s termed “New Deal”, which
targeted different groups of unemployed people), tend to be referred to
as “partners”, the differential financial power, and control of resources
and policy direction that characterize these providers’ relationships with the
Public Employment Service raise questions about models of partnership, and
the potential benefits and problems associated with different approaches
(Lindsay and McQuaid 2008). Nevertheless, previous analyses of various
models of partnership working and interagency cooperation generally point
to a number of benefits and limitations associated with such processes (see
Mosley and Sol 2005). It is to these issues that we now turn.

Benefits of partnership and interagency cooperation

Partnership-based approaches to dealing with social and labor-market exclu-
sion have become increasingly popular among policy-makers. A review of
the literature suggests that there are a number of benefits associated with
interagency cooperation (Hutchinson and Campbell 1998; McQuaid 2000;
Dowling et al. 2004; McQuaid et al. 2005).

Flexible and responsive policy solutions

Perhaps the most regularly deployed argument in favor of partnership-based
approaches is that problems such as urban regeneration or labor-market
exclusion are complex and multi-dimensional, requiring a range of inputs
from stakeholders involved in delivering on social, economic and physical
development (Rhodes et al. 2003). The individual barriers (e.g. lack of skills),
personal circumstances (e.g. caring responsibilities) and socio-economic
context (e.g. living in an area of multiple deprivation and low job oppor-
tunities) faced by people with low employability are often inter-related,
overlapping and mutually reinforcing. Hence policy solutions aimed at one
factor, or part of the support system, are unlikely to be fully successful owing
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to the counteracting impacts of other factors. Partnerships between key actors
or service providers are therefore essential in order to tackle the various
causes as well as the symptoms of low employability. In terms of labor-
market policies, local partnerships arguably facilitate the tailoring of the
program and its delivery to the specific problems and opportunities of local
labor markets (Nativel et al. 2002).

Facilitating innovation and evaluation

Partnerships arguably have greater scope to test new and innovative
approaches, as stakeholders coming together from a range of different
policy perspectives can, in itself, produce greater dynamism through the
sharing of ideas, expertise and practice, and risks can be contained. They
also allow individual partners to test new approaches and, if necessary,
withdraw from unsuccessful or difficult experiences. Effective partnership
working therefore challenges existing approaches by bringing to bear
experience from other sectors and organizations, and developing new ways
of working (Nelson and Zadek 2000). Under employability programs to assist
unemployed people, policy-makers in the UK have sought to encourage
the development of a flexible program that can operate slightly differently
across delivery areas, promoting experimentation and innovation, and the
emergence of new ideas and solutions at the local level (DWP 2004). Beyond
the obvious benefits of such an approach, the flexible nature of localized
partnerships facilitates a process of comparison and appraisal, so that best
practice can be identified and alternative options and design features can be
evaluated.

Sharing knowledge, expertise and resources

A defining feature of any interagency partnership is the manner in which
skills, knowledge and expertise are shared in order to maximize the appro-
priateness, quality and efficiency of provision. By engaging with private
and third-sector providers with expertise in specific areas of service pro-
vision, or with experience in engaging particularly disadvantaged client
groups, public agencies can expand the reach, diversity and quality of their
services.

Pooling of resources, synergy

At the most basic level, partnership-based approaches can increase the total
level of resources brought to bear on problems, by increasing the number
of budget-holding organizations involved in delivering solutions (Conway 1999;
McQuaid 1999). Synergy may also be achieved through combining comple-
mentary resources from different organizations and from them operating in

131



GOVERNANCE AND INTERORGANIZATIONAL PARTNERSHIPS

more appropriate ways compared to their normal organizational approach.
In addition, targeting or altering mainstream expenditure on specific shared
goals (i.e. “mainstreaming” or “bending the spend”) and achieving synergies,
and so maximizing the impact of resources, are issues that partnerships poten-
tially have great impact.

Hence supporters of partnership-based approaches are particularly com-
mitted to the idea that an effective partnership amounts to “more than a
sum of its parts”. Miller (1999), drawing on the example of effective local
regeneration programs in England, enthuses about the potential for partner-
ship to provide: “added value through the synergy of joint working” and a
“transformational” learning process where stakeholders learn from each
other and often alter their own approach accordingly. “Effective partnerships
can be expected to generate: information sharing; improved communication;
a better understanding of what each stakeholder can offer; the avoidance
of duplication and inefficiencies; and the identification of opportunities for
effective sharing of resources” (Miller 1999: 349).

For Nelson and Zadek (2000), the achievement of this synergy or “partner-
ship alchemy” depends upon five key factors: context, the socio-cultural
environment and key drivers (systemic and specific triggers) that shape the
creation of partnership; purpose, the complexity and scope of partnership
goals and activities, including the level of agreement on a common agenda;
participants, the leadership characteristics, resources, capacities and com-
petencies of different participants; organization, the organizational and legal
structure, governance principles and communication, consultation and conflict
resolution mechanisms; outcomes, the ability to identify and evaluate out-
comes and adapt the partnership accordingly.

Finn (2000) argues that national-government initiatives have often been
structured in order to access the experience of working in the community
and engaging certain client groups held by local authorities and commu-
nity stakeholders (including the former’s experience as large employers in
many areas). By engaging with private and third-sector providers with
expertise in specific areas of service provision (e.g. mentoring or literacy
training) or with experience in engaging particularly disadvantaged client
groups, public agencies can expand the reach, diversity and quality of their
services.

Developing a coherent service

Partnership working at the strategic level can ensure that policy initiatives
in major areas of government activity are “aligned”. The drive to achieve
coherent local and regional frameworks linking regeneration and employment
policies has been a major theme of recent reforms in the UK. The integra-
tion of policies under shared strategic priorities can ensure that — for example
— supply-side and demand-side labor-market strategies try to compliment each
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other, and that supply-side interventions are informed by an understanding
of the long-term needs of communities and local labor markets. There are
a number of examples of national employability policies being linked to
local demand-led strategies and regional regeneration initiatives (Lindsay and
Sturgeon 2003; Gore 2004), but progress in this area has been uneven.

Improving efficiency and accountability

One of the key benefits associated with effective interagency cooperation
is that it can lead to more efficient policy delivery, by eliminating the
duplication of effort and improving communications. Within partnerships,
interagency bodies have the capacity to be more democratic — at best they
can open up decision-making processes and gain the input and “buy-in”
of organizations representing a broad range of constituencies and interests.
However, there are often concerns that it is not clear “who is in charge”
(see below).

Capacity-building

Examples of best practice in regeneration projects in England have demon-
strated that local partnerships can build community capacity and engender
a sense of community ownership (Rhodes et al. 2003). For the voluntary
sector, interagency cooperation (particularly with government) offers new
opportunities to have a practical impact on the policy agenda, enabling
organizations to fulfill the key objectives of representing the community
and giving voice to the concerns of disadvantaged groups (Miller 1999).
Becoming “delivery partners” has also helped these organizations to access
long-term and stable funding. At the strategic level, cooperation between
government agencies and departments can lead to a sharing of knowledge
and practice across different areas of expertise, and result in joint working
toward a seamless multi-faceted service for clients.

Gaining legitimization and “buy-in”

The tapping of “local knowledge” through the involvement of community-
level stakeholders can contribute to the development of approaches that are
able to engage disadvantaged communities and address specific localized
problems. Engaging community-level stakeholders can also result in the
legitimization of, and mobilization of local support for, new policy goals.
This can be particularly important in geographical areas characterized by
severe disadvantage, where public agencies may be viewed with skepticism
by residents who have previous experience of unsuccessful employability
and regeneration interventions. By using local people to help in the develop-
ment and implementation of policies, there can be greater ability to get the
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target client group to help the recruitment and retention of “hard to reach”
individuals, etc. (McQuaid 1999). At the planning level, where lead agencies
are willing to cede and share decision-making, budgets and responsibilities with
partners, they can engender a sense of shared ownership, helping to legitimize
their policy aims.

The benefits discussed above may be achievable where effective structures
for interagency cooperation and/or partnership working are in place. How-
ever, there are considerable challenges in achieving these positive outcomes
which are now discussed.

Partnership and interagency cooperation:
potential problems and limitations

Partnerships may not achieve the potential for synergy owing to inertia
or other reasons (e.g. Huxham 2003). Some of the challenges in achieving
effective and efficient partnerships are now discussed: a lack of clear and/or
consistent goals; resource costs; impacts on other services; and differences
in approach between partners. The specific issue of community participation
is then discussed.

Conflict over goals and objectives

A lack of clear, specific aims or goals is often cited as a major cause of the
failure of partnerships. Many partnerships have agreed broad aims, but their
detailed goals may be unclear or the partners may have differing understandings
of what the goals mean (Mitchell and McQuaid 2001). This can rapidly
lead to misunderstanding, lack of coordination, and possible conflict between
the partners. This may be accentuated if some partners have undeclared
or “hidden” agendas. At the strategic level, conflicting priorities and “turf
wars”, where different agencies fight over control of an issue or service,
can undermine attempts at developing collaborative approaches. At the
operational level, gaining the commitment and engagement of private and
third-sector partners, and community representatives, can be complicated by
organizational barriers and inflexibilities, and localized problems in relation
to limited community capacity.

Resources costs

There are considerable resources costs, for instance in terms of staff time
in meetings and discussions and making agreements, and in delays to deci-
sions owing to consultation with partners. It may also be difficult to close
an inefficient or unsuccessful partnership, or even one whose objective
has been achieved, if all partners do not agree, as this may “sour” relations
elsewhere.
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Accountability

There can also be problems of accountability as no single partner feels fully
accountable for the actions of the partnership owing to the split between
responsibility and control (e.g. no single body takes full responsibility for
problems or for ensuring that overall the policy is effective and efficient).
It may not be clear “who is in charge”. If each partner “claims” the full
success of the partnership (e.g. in an initiative to help unemployed people
seeking work) but only considers its own costs, this may distort decisions,
and efficiency and value for money will be difficult to measure. The oppor-
tunity or direct costs of staff time in participating in the partnership also
needs to be accounted for. The full social costs of the partnership need to
be aggregated and compared with the full social benefits, rather than each
partner focusing upon its own costs and benefits (e.g. possibly through a form
of social return on investment).

Impacts upon other services

Partnerships (especially those with stand-alone implementation units) may
be seen as an alternative to re-aligning mainstream services to deal with
particular issues. But the scale of, and integration between, mainstream
services may have a far more significant impact, especially in the long term.
Conversely, partnerships may draw resources from other mainstream services
or confuse the services in the minds of users, so reducing their effectiveness
(i.e. there may be a significant opportunity cost in economic terms).

Organizational difficulties

Organizational difficulties inhibiting successful coordination of programs and
approaches, and overcoming the specialist concerns of disparate organizations,
is a key implementation problem faced by agencies working together. Within
this context, barriers to effective partnership working include: organizational
(these include differing missions, professional orientations, structures and
processes of agencies); legal/technical (statutes or regulations set down by
higher authority, and the technological capacity and practice of the organ-
ization); and political (the external political environment but also internal
bureaucratic politics).

At the strategic level, effective interagency cooperation may be undermined
by the rigidity of institutional and policy structures. Government departments
and agencies have arguably traditionally operated in narrowly focused “policy
silos” (see above), with resources and expertise concentrated in specialized
areas of policy. Breaking out of these policy “silos”, to develop multi-policy
interagency solutions, can be difficult owing to institutional arrangements
that regulate the use of funding and deployment of manpower resources. There
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is also a danger that strategic-level partnerships can be drawn into the
minutiae of process, rather than focusing on implementing change — the actual
outcomes achieved by partnership working can be difficult to measure,
which can lead to the partnership being seen as an end in itself rather than
a means of implementing policy change (Ball and Maginn 2005).

Capacity-building and gaps

There can be difficulties when government seeks to engage different sectors
in delivering policy, if key stakeholders lack the professional, organizational
or financial capacity to contribute. There have been problems where govern-
ments have sought to outsource provision before sufficient private- or
voluntary-sector capacity is available. In many localities a lack of “com-
munity capacity” (i.e. of the local people in the community) consistently
undermines the ability of local stakeholders to engage in partnerships.
Where local partnership structures are weak, a considerable commitment of
time, effort and resources is likely to be required in order to build capacity.
As noted above, even with such a commitment, building trust may prove
difficult in disadvantaged communities where public-service providers can
be viewed with suspicion. Preparation of local communities (and others, such
as local employers) to participate effectively in partnerships often needs
a clear strategy that is adequately resourced (and includes practical aspects
such as being prepared in advance to deliver quick “wins” without waiting
for the usual long timescale of public-sector decision-making). Even at a
professional level there is often a capacity gap in terms of specific skills and
attitudes that hinders partnership development and implementation.

Differences in philosophy among partners

There may be significant differences in philosophy between the partners, such
as in the degree to which they feel the market can solve problems around
a particular policy (e.g. employability) or the legitimate role of different
stakeholders. There are a variety of related factors that have affected the
development and implementation of partnerships, such as differing value
and ethical systems between the public- and private-sector actors (OECD 2008;
McQuaid 2000). Problems may arise in combining public and private
management practices, philosophies and language within one partnership
organization, while the extent to which formal contracting is a sound basis
for partnership has been debated. Contractualism offers benefits associated
with accountability and clarity in responsibilities and reward structures. How-
ever, where stakeholders are required to be both actors within a purchaser—
provider contract and strategic partners there may be a confusion of roles
and incentives. It has also been suggested that the strict obligations asso-
ciated with contractual relations (and even Service Level Agreements in the
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public sector) can stifle some innovation. More generally, an integrated “policy
culture” shared by agencies and groups involved in delivery is important if
partnerships are to be effective. Where policy culture becomes fragmented
— for example, owing to conflicting priorities over financial resources or
tensions over the differential power of partners to “drive the agenda” —
partnership working can quickly disintegrate (Dobbs and Moore 2002).

Power relations

The handling of differences in the relative power of different bodies or
individuals in a partnership is important to its success. In most partnerships
there is a degree of unequal power. The presence of unequal power should
not imply that all partners should necessarily have equal power. Some may
have greater legitimate claim, due for instance to their greater involve-
ment in the project or local area, or have greater political legitimacy in the
case of elected bodies. Although there are different types of power, greatest
power generally rests with those controlling resources. In the case of local
regeneration partnerships, they are likely to dominate those in the local area
who may have a considerable understanding of what is relevant and effec-
tive, albeit from a local rather than macro-perspective, and whose feeling
of “ownership” can be crucial to the initiative’s success. At different stages
of a partnership there will be different balances of power between actors.
To illustrate, in the early stages when an initiative is being developed,
all those “around the table” will have potentially large influence as their
involvement will often be considered important for getting the initiative
started. However, the environment within which the key funders operate is
very influential (for instance, in ruling certain approaches out of discus-
sion). When the initiative is agreed, then the views of the main funders are
likely to become relatively more important, i.e. there may be a shift from
the influential power of some actors (such as local voluntary groups). As
McDonald (2005) argues, power relations remains an area for greater
theoretical development.

Community participation

In regeneration partnerships, a lack of “community capacity” consistently
undermines the ability of local stakeholders to engage in partnerships
(Dobbs and Moore 2002). Where local partnership structures are weak, a
considerable commitment of time, effort and resources is likely to be required
in order to build capacity (Rhodes et al. 2003). Carley (2006) notes the import-
ance of an integrated “policy culture” shared by agencies and groups
involved in the delivery of local inclusion strategies.

The inclusion of community and voluntary-sector stakeholders can also
raise issues surrounding the changing role of such organizations. McLaughlin
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and Osborne (2000) argue that the increasing involvement of the voluntary
sector as a delivery partner “risks subverting the legitimate role” of com-
munity organizations by attaching them to “labyrinthine” contractual pro-
cesses of regeneration programs. Osborne (1998) has also warned against the
danger of community-level actors becoming the “puppets” of government
agencies, which may be attracted to indulging in tokenistic forms of local
consultation rather than less comfortable discussions with street-level
groups representing the full diversity of community interests. The concern
here is that local authorities and other governmental stakeholders tend
to be reluctant to cede authority, and seek “safe” forms of local engage-
ment in which their decision-making autonomy is not challenged (Rowe and
Devanney 2003).

Miller (1999) discusses the problems of government—community-sector
cooperation from the opposite perspective, noting that the introduction
of new stakeholders presents new potential problems beyond the familiar
tensions between the state and private sectors. Miller distinguishes between
the formalized professional nonprofit sector and the “community sector” of
local, informal and citizen-based organizations. He further distinguishes
between primarily service-oriented organizations and those seeking to
“enhance local democracy” (i.e. those with a political agenda). The former
prioritize the extent to which the partnership enables the delivery of services;
the latter will be more interested in strategic action and the partnership
process in itself.

It is crucial that advocacy groups engaged in practical partnerships are
persuaded to commit to constructive debate within the boundaries of the
relevant policy agenda, and to consider their contribution to the delivery of
outcomes. Without such a commitment, community-level stakeholders risk
acting as a brake on progress, “putting themselves between regeneration
agencies and local people” (Sanderson 1999). There can also be questions
of legitimacy in the engagement of community-level stakeholders — govern-
ment agencies seeking to build partnerships are understandably attracted
to established community organizations, but these “usual suspects” may
not always reflect the diversity of interests within local areas (Geddes
1998).

Some key success factors in partnership working

The above discussion highlights some of the advantages, problems and
issues around partnership working and other approaches to interagency
cooperation. Much of the literature on interagency cooperation emphasizes
questions of partnership structure, strategy and internal regulations (e.g.
Hudson and Hardy 2002). Although this provides a useful overview to
the question of partnership, it is perhaps lacking in specific examples of how
successful partnerships have emerged. Coupar and Stevens (1998: 145) state
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that partnership “is not so much about institutions or methods, as about
attitudes and culture. It is a question of building mutual trust, of recognis-
ing differences and finding common ground”. This section identifies lessons
from successful partnerships and interagency initiatives, in which a number
of recurring features can be identified.

A clear strategic focus

Successful models of interagency cooperation tend to be governed by: a
detailed, clearly defined strategy; a commitment to shared objectives and
clear targets informed by an overarching strategic vision; a transparency
of operations; and strategic interests being given priority over local or sec-
tional interests. Rhodes et al. (2003), reviewing Single Regeneration Budget
partnerships, emphasize the need for “formal sign-up” to an agreed strategy
and approach from all relevant partners. Establishing “shared values” has
been a positive characteristic of local employability partnerships (Blaxter
et al. 2003), although Miller (1999) suggests that this is more likely to
succeed if cooperation is based around clearly defined, specific and limited
objectives.

Strategic leadership and support

It is essential that there is clear strategic leadership and support for part-
nership within each partner organization. Staff on the ground must be
confident of such support and be able to “speak for the organization” at main
partnership meetings. This requires confidence in, and support for, staff from
senior management and decision-makers to allow staff to make the partner-
ship work effectively and efficiently. There must be a genuine willingness
to make the partnership work, which may help to counteract the common
tendencies to retreat into “policy silos” based on professional discipline or
organizational structure.

The importance of trust, organizations and people in partnerships

The importance of trust (between organizations and between individuals
in partnerships) is often highlighted (Gambetta 1988). Effective delivery
partnerships need: the right mix of skills and expertise; certainty within
each partner organization regarding roles and responsibilities; continuity
of approaches and membership in order to maintain “trust and certainty”;
and a recognized and legitimate role for all partners, with no one actor
dominating. Referring to regeneration partnerships, Rhodes et al. (2003)
suggest that all immediately relevant policy actors must either directly sign
up to the specific project or be linked through wider partnership bodies
for interagency cooperation to be effective. However, it is important for
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partnerships to be clearly focused — Blaxter et al. (2003) and McQuaid
et al. (2005) reflect on innovative local employability projects, noting that
only appropriate stakeholders with the power, skills or resources (including
networks of influence) to add value to the partnership were included.

Capacity for cooperation and mutualism

Effective partnership or interagency cooperation operates through strong
and established networks of communication and joint working at the local
level, and — where external actors are involved — the inclusion of organ-
izations with the capacity and resources to engage effectively in partnership
relations and add value to the partnership process. It is essential that
organizations, and individual representatives, involved in partnerships
have both the authority and the institutional flexibility to engage in mutual
decision-making and resource-sharing. Training staff to participate effec-
tively and efficiently in partnerships is essential for those involved in either
the development or the implementation of partnerships. Specific practical
training should be provided to all staff involved (preferably jointly involv-
ing staff from the relevant partners so that they can develop a common
vocabulary and understanding and agreements on how to operate). Given
the highly structured institutional framework of many public agencies,
this can be problematic, but successful local employability partnerships
have seen actors such as the Public Employment Service work creatively
to ensure maximum flexibility in the sharing of information and resources
(McQuaid et al. 2005).

Organizational complementarity, co-location and coterminosity

The engagement of organizations that compliment each other’s resources and
expertise is important to maximizing the benefits of partnership working.
Employability is a multi-dimensional issue, affected by individual factors,
personal and family circumstances, and external barriers (McQuaid and
Lindsay 2005). It is therefore essential to ensure that there is a good “match”
between the organizations represented in partnerships, so that a range of issues
affecting the employability of different individuals and communities can be
addressed. At a practical level, there are benefits associated with the indi-
viduals represented within partnerships holding similar levels of budgetary
and policy responsibility, and (where possible) operating within coterminous
— or at least similar — geographical boundaries. Halliday and Asthana
(2005), drawing on the example of Health Action Zones in rural areas of the
UK, note how a lack of coterminosity and problems of physical distance
can combine to constrain the development of the organizational capacity
necessary to support community-based change. Co-location for the delivery
of services may also be beneficial in many cases.
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Incentives for partners and “symbiotic interdependency”

If partnerships are to be effective, then mutual benefit and reciprocity are
usually important. Actors must believe that there are benefits for their own
organization set against the costs of involvement (benefits could include
financial leverage, expansion of competencies and influence, achievement
of organizational goals, positive public relations, or the opening of new
markets). The presence of common or complementary goals is important,
as is the degree of symbiotic interdependency — the extent to which benefits
for one partner agency produce mutually beneficial outcomes for other part-
ners (Fenger and Kok 2001). This contrasts with competitive interdependency,
where the action of one actor interferes with another actor’s ability to take
action or achieve his goals, potentially generating conflict. Systematically
building and strengthening the “shadow of the future”, whereby future
relationships are important and so influence current reciprocity, can reinforce
partnership working and the sharing of current benefits.

For example, effective employability partnerships tend to be built upon
evidence of mutual benefits related to (for example) securing markets,
and addressing recruitment and retention issues (for employers); and the
extension of partnership working and areas of influence and competence, and
the achievement of positive outcomes for target groups (for policy actors and
service providers). Where the interdependency of mutual goals and benefits
is unclear, individual agencies may resist moves toward new cooperative
structures.

The value of action and outcome-oriented procedures

Effective partnerships tend to focus on outcomes rather than merely on
evidence of activity (Rhodes et al. 2003). In terms of the delivery of local
employability services, there is a need for: an emphasis on the quality as
well as the quantity of outcomes; clear decision-making procedures, with
management close to service provision; and an action- and results-oriented
approach, with measurable goals clearly defined and evaluated (McQuaid
et al. 2005). However, we should finally acknowledge that measuring the
value of effective interagency cooperation is likely to prove difficult. There
are considerable problems in seeking to identify the specific impacts of any
one model of cooperation. Nickell and Van Ours (2000: 219), referring
to Dutch and UK labor-market policies, note the problems associated with
comparing the impact of different “configurations of institutions”:

First, there is no empirical basis to disentangle the separate con-
tribution of each policy change. Second, some policy changes are
time consuming and therefore time lags may be substantial. . . . Third,
policy changes are complimentary. The effect of one policy depends
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on whether or not a different policy is implemented as well. A change
of institutions in the labour market is a package deal.

In general, outcome-oriented partnerships are characterized by: an emphasis
on the quality as well as the quantity of outcomes; responsiveness and clear
decision-making procedures, with management close to service provision; and
a consistent approach to reviewing results, with measurable goals clearly defined
and evaluated at regular, appropriate intervals.

“New Governance” and “New Public Management”

Geddes and Benington (2001), reviewing social-inclusion strategies across
the EU, suggest that specific institutional configurations are particularly
associated with certain types of welfare state. Statist, interventionist welfare
states, such as those found in Nordic states, are less likely to develop broad
multi-agency partnerships with nonstate organizations, and more likely
to deploy government agencies as the main or sole provider of activation
employment policies. However, shifts toward new “state—market—civil
society” mixes in the provision of welfare and employability services are
common to a range of different welfare state models (Van Berkel and Van
der Aa 2005; Lindsay and McQuaid 2008).

These shifts to some extent reflect a more general move toward new forms
of public-sector governance. Governance can be defined as the framework
through which political, economic, social and administrative authority is
exercised at local, national and international levels. This framework consists
of a wide variety of mechanisms, processes, institutions and relationships
(including partnerships) through which individual citizens, groups and organ-
izations can express their interests, exercise their rights and responsibilities,
and mediate their differences (Nelson and Zadek 2000). Governance is
increasingly about balancing the roles, responsibilities, accountabilities and
capabilities of: different levels of government — local, national, regional and
global; and different actors or sectors in society — public, private and civil
society organizations and individual citizens.

Moves toward what has been termed the “new governance” — charac-
terized by a shift in the roles and responsibilities bureaucracies, and the
involvement of private agencies in service delivery — stem partly from
concerns over budget constraints on the public sector, higher client
expectations and therefore the demand for better-quality services, the drive
for efficiency through “least cost, best performance” approaches, and the
belief that private-sector management systems can deliver these benefits
(Considine 2000).

Rhodes (1997) argues that New Public Management (NPM) is one
manifestation of these new forms of governance. NPM is characterized by
the deployment of business principles and management techniques, and the
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use of private enterprise to deliver public services, partly to gain associated
efficiencies. This may be done through partnerships combining public- and
private-sector bodies or through quasi-markets and purchaser—provider
splits in the organization of public services. Exponents have seen NPM as
offering a solution through more flexible organization, flattened management
hierarchies, and the decentralization of decision-making (Hood 1991).

Such approaches emphasize the importance of choice for the provider
of a public service and the implementation schemes to exploit possible
efficiency gains in the provision of public services. This, however, is a
more restricted view of partnerships than has been taken in this chapter.
In the case of Private Finance Initiatives (repackaged as Public—Private
Partnerships in the UK after the new government of the late 1990s), there
may be no increase in choice of service or product for the ultimate user
of the service. This partly reflects the outcomes of the debates since the
1980s concerning whether the public sector should have an enabling role,
determining the form and level of public services but not primarily deliver-
ing them, or a role as sole provider of services (see, for instance, Giloth and
Mier 1993).

There remain questions of accountability, with one argument being that
local authorities and government departments are more clearly and publicly
accountable than multi-agency quangos and contracted providers. Others argue
that the introduction of quasi-markets, in an attempt to stimulate market-
type competitive behavior, is problematic, as such behavior emerges only from
the operation of genuinely open markets, but the product monopolies and
single state purchasers of public services that characterize “internal market”
arrangements do not provide such an environment (Drechsler 2005). The
critique of NPM is that it attempts to replace poor public management
with private-sector inputs rather than with better public management (Bevir
et al. 2003), and marks an attempt to reduce costs (with implications for
services) by taking elements of public spending “off the books” (Newman
and McKee 2005).

With the expansion of this contractualism through competitive tendering
in employment and other policy areas, it has been suggested that the manner
in which service providers have been required to engage in such processes
of compulsory competitive tendering has created new rivalries, which have
the potential to undermine the ethos of partnership (Peck 2001). The form,
power structure and implementation of partnerships is key. In the case of
UK employment policy in the late 1990s and the 2000s, there is some
evidence that the process of strategic delivery plan development early in the
program’s rollout was undermined by the competitive arguments made by
organizations in favor of an expansion in their own role in the delivery pro-
cess (Mason 2007). However, despite some early claims that the extension
of the private sector’s role into unfamiliar areas of employability provision
under the UK’s policies to assist unemployed people initially has proved to
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be problematic, there is no consistent evidence of differences in quality as a
result of private-sector inputs (Hasluck 2001), while Dunleavy et al. (2006)
have argued that NPM is in decline. More generally, the future of wider
non-contractual-based partnerships and intergovernmental working may be
more assured, for the reasons discussed previously.

Conclusions

The above discussion highlights the complexity and diversity of the issues
surrounding the development and implementation of partnership approaches
and other forms of interagency cooperation. The chapter provides a frame-
work for considering the advantages and problems of partnership working,
particularly in the context of regeneration and employability policies. It
also discussed “critical success factors” in terms of: strategic focus; the
participation of key individuals and organizations; a shared capacity for
cooperation and mutualism; incentives and symbiotic interdependency;
organizational complimentarity and coterminosity; and outcome-oriented pro-
cedures. A number of specific issues have emerged from the above analysis,
which revolve around lessons we can learn concerning how partnerships
can be improved (in terms of strategic direction, structure, operation, etc.)
and when are they appropriate.

If we are better to understand, and theorize on, when and how to improve
partnership working, then further research is needed into several sets of ques-
tions, relating to why have partnerships and what form they should take.
First, there is a need to identify the balance between a body carrying out
its activities largely alone (with potential benefits of clearer accountability,
speed of action and reduced transactions costs associated with partnerships)
or in a partnership with other agencies (with potential costs and benefits dis-
cussed above) or somewhere on the multi-dimensional spectrum between these.
Second, for what reasons and under what circumstances are different forms
of partnership most appropriate, and what are the implications of different
forms of partnership working? It is important to identify the different types
of partnership based upon such factors as motivations, benefits and costs.
We need to consider how, and to what extent, interagency cooperation
has facilitated the development of innovative and locally responsive policy
solutions and what forms of partnership organization most facilitate this in
different macro- and micro-circumstances. Third, what benefits and problems
have been associated with the implementation of New Public Management
type approaches to specific areas such as employability and regeneration
policies, and what are the implications of different models of private-sector
participation? To what extent do different models of partnership working,
or contracting out, contribute to effective interagency cooperation and,
crucially, outcomes, and what are the tensions between contractualism and
strategic partnership working?
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Given the complexity of issues concerning partnerships, there is a need to:
clarify our typologies of partnerships working; develop a greater understanding
of the issues concerning the implementation of partnerships on the ground;
and create more nuanced general theoretical analyses of partnerships.
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PUBLIC-PRIVATE
PARTNERSHIPS AND PUBLIC
GOVERNANCE CHALLENGES

Carsten Greve and Graeme Hodge

Abstract

Public—private partnerships (PPPs) come in many different institutional forms,
including those which use private finance and create long-term contracts for
public infrastructure projects. This chapter reviews briefly the empirical
experience with infrastructure PPPs in the OECD countries. The chapter then
proceeds to examine what kinds of challenges PPPs pose to the theory and
practice of public governance. In the discussion there is special emphasis
on consequences of PPPs for democratic governance and for the prospect
of genuine collaboration between the public sector and the private sector in
the future.

Introduction

How do public—private partnerships (PPPs) fit into the new public governance
regime? And what are the public governance challenges associated with the
rise of PPPs? PPPs can be loosely defined as institutionalized cooperative
arrangements between public-sector actors and private-sector actors. There
have been numerous attempts to classify, order and characterize PPPs in
the literature (Hodge and Greve 2007). While a broad conception of PPPs
might be appropriate in some circumstances, this chapter examines a specific
kind of PPP that occurred from the mid-1990s: long-term infrastructure
contractual-type PPPs or, as the European Union terms them, “institution-
alized PPPs”. PPPs as long-term infrastructure projects are one prominent
understanding of PPPs that will be used here. These types of PPPs were
introduced in the United Kingdom from the 1990s onwards (although there
are historical examples: see Wettenhall 2003, 2005; Kettl 1993), and soon caught
the attention of various governments around the world, notably Australia.
The PPP institution has been a small but important part of government reform
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in most OECD countries as well as in developing countries (for overviews,
see Osborne 2001b; Deloitte 2006; Hodge and Greve 2005; Ghobadian et al.
2004; OECD 2008).

This chapter discusses how PPPs became a part of the new public govern-
ance regime as they allowed governments to engage with a number of pri-
vate agents in often complex and contractually sophisticated relationships.
Governments have been using PPPs for various activities in order to tackle
cross-border challenges through private partners. In a democratic context,
the role of PPPs remains debatable. PPPs mean that governments may be
in danger of detaching themselves from the wider electorate and democratic
constituencies at the grassroot levels because the PPP deals appear so com-
plex and inaccessible that PPPs have become an elitist game — a game played
by economists, lawyers, consultants and financial experts.

The chapter is structured in the following way. The first part provides
a brief overview of the recent PPP evolution and debate, and traces the
development of PPPs from their primarily UK origin to the global attention
they are enjoying currently. The second part discusses the challenges that
PPPs present for new public governance structures. The third part discusses
if there is a democratic gap between the PPP deals and the democratic
institutions. The fourth part concludes the chapter by assessing the role of
PPPs in future public governance regimes.

Public—private partnerships for infrastructure

PPPs in their modern-day incarnation as long-term infrastructure contracts
are now a commonplace factor in political, administrative and economic reform
discussions throughout the world. In a PPP, the government interacts with a
number of private-sector companies to design, finance, build, own and operate
infrastructure projects, and maybe transfer them back to the government
again. There is a great variety in how these elements can be used, for example
Design Finance Build Operate (DFBO) or Build Own Operate Transfer
(BOOT). The contractual periods are often long — up to thirty or forty years,
or even longer. There can be considerable risk involved. But there is also
possibility for innovation and gain-sharing. The key argument has been that
the government and the private sector work together toward a common
purposeful objective. One definition sees PPPs as “cooperation of some sort
of durability between public and private actors in which they jointly develop
products and services and share risks, costs and resources which are con-
nected with these products” (Van Ham and Koppenjan 2001: 598). There
has been a discussion whether PPPs represent a genuine modernization
effort, or if PPPs are just a mere excuse on the road to more privatization.
The US scholar Stephen Linder’s (1999) early survey of the main arguments
related to PPPs mentioned the possibility that “PPP” was just another
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word for privatization. While that discussion is not completely dead, PPPs
have emerged in their own right in the public governance literature as one
recognizable organizational and institutional form and something more
than just marketization (Bovaird 2006).

The sectors in the UK where most PPPs have been located include health,
defence, education and transport (HM Treasury 2003). The UK emerged
as the primary exponent for the PPP phenomenon (Osborne 2001b). PPPs
were a part of the John Major government’s reform program in the UK
in the early 1990s. It started life as the Private Finance Initiative (PFI)
at the time. There were several objectives with the Major government’s
policy for private involvement in public infrastructure (Terry 1996). One
objective was to reduce the need for public-sector borrowing by letting
private finance come in. Another objective was to shift the balance between
the public sector and the private sector in favor of the latter sector. The
PFI scheme was clearly a part of the Conservative government’s agenda
for the public sector in the 1990s. In 1997, however, the New Labour
government was elected in the UK. One option for the new government
could have been to abolish the PFI scheme at the time. Instead, the New
Labour government chose to keep the PFI scheme. Why? Two reasons
have been mentioned in the literature (Flinders 2005). First, New Labour
needed the private finance to help finance the welfare services that New
Labour had promised as part of its broader modernization agenda. As
New Labour had committed itself not to raise taxes, they needed a way
to finance the modernization agenda. Second, New Labour could exploit the
PPP theme to signal to the private sector that the party was not anti-
business and nothing like the old Labour party. Whatever the cause, the PPP
agenda received a boost with the election of the New Labour government
in the UK.

There has been a steady rise in the number of projects. In 2008, there
were 625 PPPs in the UK with a total capital value of £58.87 billion (HM
Treasury 2008: 6). The Treasury has been the key driver in the UK PPP
policy. The policy has been laid out in several key documents on the PFI
scheme (HM Treasury 2003, 2006). The UK National Audit Office has
followed the policy closely, and evaluated many of the projects as well as
the policy (National Audit Office 2003). The evaluations made by the National
Audit Office are probably some of the most thorough evaluations one is likely
to find about PPPs in the world.

The debate in the UK has ranged from the early assessment of the
Institute for Public Policy Research (2001) report (which to a certain extent
endorsed PPPs but also warned against the notion that PPPs were the only
show in town) to the present controversy over the financial implications
and current high-profile projects (Pollock et al. 2007). For Flinders (2005),
PPPs changed with the different political priorities of the New Labour
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government during the 2000s. The arguments changed from being about
economics to being about innovation. For Broadbent and Laughlin (1999),
PPPs were a part of the ongoing UK modernization process in the public
sector. The academic assessment of whether PPP has been good value is a
theme where there are some disagreements. Some reviews of the UK experi-
ence have cast PPPs in a favorable light (Pollitt 2005). Others have remained
more skeptical (Shaoul 2005). Recently, researchers have begun to question
the validity of the presumed savings about which the UK Treasury has been
boasting (Pollock et al. 2002, 2007).

Australia was another place where PPPs caught on from the late 1990s.
Many projects have been initiated in Australia, ranging from a tunnel in
Sydney harbor to a motorway and tunnels in Victoria — the Citylink pro-
ject. The Australian PPP experience has generally lived up to many of the
official policy expectations (Allen 2007; Hodge 2005). But there have also
been failures along the way — in the hospital sector, for example (English
2005).

In the rest of Europe, such as Germany, Spain and Italy, PPPs have also
been prolific. In Germany new hospitals and roads are being built as PPPs.
In Spain, new transport facilities are being constructed as PPPs. In the new
European member states, PPPs have become an option to be considered
(Bovaird 2004; Teisman and Klijn 2001). In the US and Canada, PPPs have
been an important part of the strategy to renew infrastructure (Bloomfield
et al. 1998; Rosenau 2000) (see the recent OECD 2008 overview of what
countries are doing in relation to PPPs).

In international reviews from advocates in consultancy firms (see, for
example, Deloitte 2006; PriceWaterhouseCoopers 2005), PPPs are being
praised. International organizations such as the European Union and the
OECD are making cautious endorsements of PPPs. The international organ-
izations admit that PPPs are viable tools to use, but they refrain from being
overly enthusiastic. The OECD states that PPPs are one policy option out of
many. Perhaps the international organizations have learned the lessons of
the 1980s and 1990s where privatization was being lauded, with subsequent
problems occurring in the aftermath.

Summing up, the PPP has become an important new institution in the world
of infrastructure policy. While some countries, notably the UK and Australia,
have been at the forefront of developments, other countries and international
organizations have followed suit more reluctantly. Many countries and also
international organizations are being cautious about the PPPs’ long-term
perspectives, and are careful not to become too enthusiastic. Meanwhile,
the bulk of scholars have been skeptical about the economic promises about
PPPs, although some of the academic reviews to date have acknowledged the
specific economic and financial results obtained by using PPPs in particular
countries and sectors.
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Public—private partnerships and public
governance challenges

In many ways, PPPs contribute to the new style of governing emphasized in
the New Public Governance. As we have learned in the introduction to this
book, the new public governance puts emphasis on different factors from
those emphasized by New Public Management. In a governance framework,
authority is spread among a number of actors (Heinrich and Lynn 2001).
No one is quite in charge, and the governance responsibilities are dispersed
(Kettl 1993). Governments have used PPPs to build relationships with the
private sector and to reach public goals through private means. PPPs grew
out of the privatization era, but PPPs could also be seen as a genuine
new way of bonding between public-sector and private-sector organizations
that would allow for more sophisticated use of private-sector expertise.
Governments can tap into private-sector knowledge in order to innovate, share
risks with private-sector organizations, and realize gains and share them
with private-sector organizations in a way that was not possible in the privat-
ization era. And they can make use of private-sector organizations when
public-sector organizations are not capable of handling the tasks them-
selves. Whether new hospitals or new primary schools were being built, or
new bridges or tunnels constructed, governments could use the private-
sector expertise in innovative hospital-building, tunnel construction and
school-building to get higher-quality projects, the argument went. One key
factor in aligning private-sector means with public-sector goals was to tie
the success of the projects closely to private finance. Private-sector investors
would see public infrastructure projects as safe and reliable investments. Public-
sector organ-izations could use the private finance made available to them,
and also use it to make sure that private-sector firms kept an interest in the
projects.

There are, however, many challenges to public governance that occur because
of PPPs, and here we shall restrict ourselves to five of them.

The first challenge in governing through PPPs is complexity. PPPs have
come to be seen as increasingly complex deals. PPPs are long-term contracts,
so they are shielded by sudden political interference. They are as such
mainly accessible to experts in finance and law, and can be very difficult for
lay people to understand. Often the deals and contracts are not documents
that engage publics in debates over the future governance challenges. PPP
deals rely on consultants to formulate and to check the deals. There are
complex negotiations leading up to a PPP contract, and there is very seldom
a process of inviting the public or other stakeholders to have their say in
the process. More often than not, the emphasis has been to seclude the
negotiations and keep them for the partners to the contract themselves. There
is the related criticism that PPPs are often not transparent. The deals are
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kept as secret as commercial contracts. They are rarely open for outside
scrutiny. The institutional variety of PPPs adds to the complexity of the
deals themselves. A special organizational unit that embodies the partner-
ships is often established as PPPs are set up, and in the UK this is known
as the Special Purpose Vehicle. Often the Special Purpose Vehicle consists
not only of two distinct organizations, but also of a number of organiza-
tions on each side of the negotiation table. A public-sector part may consist
of several ministries and agencies working together on a particular project.
A private-sector part may consist of a lead agency with many other organ-
izations under contract to the lead agency. Add to that the financial institu-
tions (banks and finance investors), the lawyers who oversee the contracts,
and the various consultants who are drafted in to solve various technical
issues, and there is a host of organizations involved in the partnership (Hodge
2004a,b).

A second challenge is the number of roles governments adopt in PPP
relationships. A key organization is often the Treasury/ministry of finances
as the organization in charge of the process. But, as with privatization,
there is a certain double act appearing here. A ministry of finance is both
an advocate of the PPP policy and a key guardian of the public purse. Often
these two roles would be expected to collide. The organizations that should
sound cautions are also often highly involved in policy development of some
sort, such as the national audit offices that are supposed to check the govern-
ment’s policy, but also are involved in evaluations and recommendations to
governments on PPP policy. Hodge (2005) notes how governments have moved
from their traditional stewardship role to a louder policy-advocacy role
concerning PPPs. As a consequence of this, we might reflect that government
now finds itself in the middle of multiple conflicts of interest, acting in the
roles of policy advocate, economic developer, steward for public funds, elected
representative for decision-making, regulator over the contract life, commercial
signatory to the contract, and planner.

A third challenge is when to choose a PPP over an alternative governance
form. A PPP is one option as a governance form, but there are others. Other
alternatives are hierarchy through a traditional public-service organization,
contracting out/outsourcing, and finally a more or less loosely structured
network. Choosing among the different governance forms is not always
a deliberate action by governments. How to weigh up the advantages and
disadvantages is often given too little thought. The closest alternative to a
PPP arrangement would be contracting out/outsourcing. Some researchers
believe that there is really no difference between the two, and that most of
what passes for PPPs actually is contracting out (Klijn and Teisman 2005).
Whether governance forms could be matched to the governance forms in the
way that Williamson (1985) suggests, or as Karmarck (2007) in her analysis
of different governance forms for public policy challenges might envisage,
is a topic of some controversy; but there may be a need for discussing PPPs
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in this light instead of advocating PPPs for every policy area (see also the
British Institute of Public Policy Research in 2001).

A fourth challenge for the government is how to manage partners from
the private sector that follow their own strategic agenda. Many governments
do not possess enough capacity to govern the new PPPs; or, put in other
terms, the private sector as agents acts strategically in order to avoid the
scrutinizing moves by the public-sector principals. Private-sector companies
may try to outsmart governments, and other governmental partners, and not
be able to fulfill the contracts and the obligations into which they have entered.
This kind of analysis would suggest a closer look at the market conditions
for private-sector organizations entering into PPP arrangements. Private-
sector organizations may be interested in PPPs in several ways, one of them
being that they seek to exploit weaknesses in the public sector, and try to
get lucrative deals on behalf of their owners and stockholders. Governments
should be able to oversee the ecology of a market (Frumkin 2002); but, if
they cannot do so, private-sector agents may find ways to bypass government
intentions and rules.

A fifth challenge is that a PPP is a long-term contract. A PPP is a particu-
larly tricky institutional form because its long-term contracts (up to thirty
or forty years) make it almost by definition impossible to foresee which
factors can influence the governance environment in the long run. More
attention in the literature on public governance is being paid to developments
over time (Pierson 2004; Pollitt 2007). PPPs are good examples of that.
Although over 600 PPP projects in the UK, for example, have been estab-
lished, it is difficult to evaluate the output and the outcome of these projects
because of the duration of the contractual period.

Added to this challenge has been the first peer review of the impressive
on-time and on-budget figures reported by Mott Macdonald (2002). The review
of Pollock et al. (2007) was unequivocal in its judgment of these figures,
stating:

there is no evidence to support the Treasury cost and time overrun
claims of improved efficiency in PFI . . . [estimates being quoted are]
not evidence based but biased to favor PFI...only one study
compares PFI procurement performance, and all claims based on
[this] are misleading.

Boardman, Poschmann and Vining (2005), for instance, noted the diffi-
culty of capturing transaction costs in any comparison between partnership
and traditional project delivery, and catalogued seventy-six major North
American PPP projects. They noted that less than half included a significant
private financing role. They presented five transport, water provision and waste
projects, showcasing a series of “imperfect” partnership projects with high
complexity, high asset specificity, a lack of public-sector contract-management
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skills and a tendency for governments to be unwilling to “pull the pin” on
projects once under way. They particularly point to private entities being
“adept at making sure, one way or another, that they are fully compensated
for risk-taking” and to strategic behavior such as declaring bankruptcy
(or threatening to) in order to avoid large losses. There are clear tensions
for governments here, having to hold their nerve and watch commercial
failures materialize when risks are borne by the private sector, despite their
yearning to be viewed as successfully governing a growing and vibrant
market. PPPs encompass different accountability and governance arrange-
ments compared to traditional procurement — indeed, these arrangements are
one of the claimed advantages of this provision method. Interlinked finan-
cial incentives across a consortium of players, the sharing of risks through
carefully contractualized legal relationships, and more flexible decision-
making processes between executive government and service provider all
feature as improvements over traditional procurement arrangements. The
progressive contractualization of the state’s services and activities has been
accompanied by the general assumption of increased accountability in all
its forms, although this has rarely been tested. Whilst contractualization may
have increased managerial accountability, it may have been at the expense
of reduced public accountability in its various forms.

Summing up, PPPs present challenges to the traditional forms of public
administration in terms of the complexity of the deals and the number of
actors involved; the government’s capacity to steer; the choice between govern-
ance forms; possible strategic behavior by the private-sector organizations;
and the duration of contracts which makes evaluation difficult. In that way,
PPPs share many of the same features associated with the emergence of the
new public governance as described in this book.

Discussion

These challenges remind us that it might take some time before PPPs are
fully compatible within an elaborate public governance structure. The
challenges point to a broader issue of the place of PPPs within a public
governance framework. These issues have to do with the democratic aspects
of public governance. The danger is that, if the challenges are not addressed,
the PPPs will be difficult to align with democratic concerns.

PPPs shift the responsibility for some of the traditional steps associated
with public policy-making in a democracy. It is commonplace to distinguish
between policy formation, decision-making, implementation and results.
When a PPP is established, the private sector is given the responsibility to
implement the policy and to create results. Decision-making about PPPs is
mainly a technical matter, once the decision to propose a partnership option
has been taken. Governments are often required to oversee a competitive
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bidding round for the contract before deciding who can become the private
partner in the PPP. In Europe, choosing among the bids must follow the
criteria set out in the European Union public procurement rules, including
the special rules for “a competitive dialogue”. After the contract to become
a partner has been awarded, the government leaves the implementation
responsibility to the partnership organization, often called the Special
Purpose Vehicle. Through the contract that binds the partners together,
the partnership organization is then responsible for achieving the desired
result — for example, financing, building and operating/maintaining a new
hospital, a primary school or a sports facility. The private sector is given
more responsibility, and now for a longer period than through ordinary
competitive contracts.

The follow-up in terms of democratic regulation is not in place in all
countries that have introduced PPPs. Whilst we have instituted a “regu-
latory state” of independent regulators, ombudsmen and audit review
bodies in order to disperse power away from political quarters after the
privatization of state businesses (Hodge 2004c), this has not yet occurred with
PPP deals. They have continued to be essentially two-way government—
business deals rather than also involving the community or any other
independent accountability body to protect the public’s interests. They
have also been handled on a case-by-case basis, by the government itself,
in the face of multiple conflicts of interest. The potential for the interests
of the advocating government and business partners to dominate the
public interest is palpable here. For example, early drafts of the Australian
state of Victoria’s PPP guideline materials did not even mention the “public
interest” notion and treated government solely as if it were a contractual
partner in a commercial deal. In many ways this is reminiscent of past
centuries.

Communities seem to need far more discussion and debate as to how they
might better ensure that the public interest is met through PPP deals, as
well as meeting the needs of the contracting parties. To the extent that new
infrastructure contract delivery arrangements have reduced existing account-
ability arrangements and altered longstanding governance assumptions
without democratic debate, new partnership arrangements lack legitimacy
(Hodge 2006).

A key point is if the criticisms aimed at PPPs can be remedied in the long
run. Or is there something inherently difficult in aspiring toward a “genuine”
partnership between public-sector organizations and private organizations?
One view could be that it is just a matter of more analysis needed which will
improve the basis for decision-making and eventually secure the potential
benefits (US Government Accountabiliy Office 2008). Recalling the old
saying that the “public and private management is alike in all unimportant
aspects” (see the discussion in Alison 1992), the question is if the two
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sectors can genuinely work together or if the competing interests are simply
too great to overcome. Money is the end of private business while money is
a means in the public sector to achieve a social outcome (Moore 2000). It
cannot be denied that a lot of the literature on PPPs in the beginning was
of a hopeful nature that emphasized the opportunities of cooperation. In recent
years, as we acquire more empirical analysis on PPPs, the verdict becomes
more nuanced. A proper way forward for research on PPPs is to rely even
more on empirical investigation that can bring fresh insights to the question
of whether PPPs work in practice and how they fit into the institutions
of public governance and the wider democratic context in which they are
embedded.

It would seem that these aspects of democratic governance should be
investigated more in the PPP debate. So far much of the literature has been
preoccupied with the performance of PPPs and the legal aspects of PPPs,
but seems to pay less attention to the governance challenges faced by
democracies if they were to use PPPs more systematically. Of course, many
governments may not, in fact, make use of PPPs that much; and, if that
is the case, PPPs are confined to a special corner in the public governance
discussion.

The global financial crisis that occurred in the late 2000s sparked off a
new round of debate as to how PPPs are appropriate in a new public
governance framework. The promise of transfer of knowledge and know-
how from the private partner to public organizations is probably still an
attraction to governments around the world (Moszoro and Gassorowski 2008).
But the uncertainty connected to the long-term impact of the financial
crisis may cast a shadow over the future attractiveness of the PPP model.
One of the first reports on the topic estimated that the global financial
crisis offers both governments and the private sector a chance to review the
risk allocation schemes (Regan 2008).

Conclusion

PPPs for infrastructure projects came on to the policy scene in a big way
from the 1990s onward. The UK and Australia were among the first
countries to adopt PPPs, although PPPs had been known in North America
and other places under different names in earlier times. PPPs offered what
the privatization policy before could not offer: close cooperation between
public-sector partners and private-sector partners, risk-sharing, and long-term
contracts for infrastructure projects.

PPPs are but one of several options in the various governance forms
available. Much emphasis has been laid on “from public to private” while
the real question is that governments often find that they can choose
among governance forms. PPPs offer some qualities, but are not seen as uni-
versally attractive as governments may find inside production or complete
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outsourcing a better alternative. The shift or not to PPPs does not always
occur automatically, as Williamson’s (1985) theory of transaction costs anti-
cipates, but requires empirical analysis to see why governments in certain
countries chose or abandoned the PPP policy option.

PPPs have usually been discussed in terms of their economic and finan-
cial benefits or drawbacks, and PPP debates are often dominated by legal
experts or financial experts. In this chapter, we have sought to highlight
the governance challenges associated with PPPs. There are a number of
challenges connected with using PPPs. These include the complexity of the
deals, the role of the ministry of finance or key government sponsor of PPP
deals, choice between governance forms, government steering capacity, and
the time question (long-term contracts). How well these challenges are met
is likely to influence how the PPP model fits into a democratic framework.
PPP means involvement of the private sector in public policy-making to
a greater degree than before, and questions also concern the robustness
and readiness of regulatory institutions to deal with PPPs. A key point of
discussion is if genuine partnerships are possible within the PPP model, or
whether the deeper interests between public-sector organizations and private
organizations will remain an obstacle to greater collaboration. More PPP
literature is focusing on empirical results which are likely to cast light on
some of the questions. The discussion on PPPs appears to be moving from
promises of PPPs to a more evidence-based discussion of what works and
what does not work in practice. The improved empirical evidence is likely
to influence the policy dialogue on the place of PPPs in the future institu-
tions of public governance.

References

Alison, Graham T. (1992) “Public and Private Management: Are They Funda-
mentally Alike in All Unimportant Aspects?”, in Jay Shafritz and Albert Hyde (eds)
Classics in Public Administration, Belmont, Calif.: Wadsworth.

Allen Consulting Group (2007) Performance of PPPs and Traditional Procurement
in Australia, Final Report to Infrastructure Partnerships Australia, 30 November
2007.

Bloomfield, Pamela, Westerling, David and Carey, Robert (1998) “Innovation and
Risks in a Public—private Partnership: Financing and Construction of a Capital
Project in Massachusetts”, Public Productivity and Review, 21 (4): 460-71.

Boardman, Anthony, Poschmann, Finn and Vining, Aidan (2005) “North American
Infrastructure P3s: Examples and Lessons Learned”, in Graeme Hodge and
Carsten Greve (eds) The Challenge of Public—private Partnerships: Learning from
International Experience, Cheltenham: Edward Elgar.

Bovaird, Tony (2004) “Public—private Partnerships in Western Europe and the
US: New Growths from Old Roots”, in Abby Ghobadian, David Gallear,
Nicholas O’Regan and Howard Viney (eds) Public—private Partnerships: Policy
and Experience, Basingstoke: Palgrave Macmillan.

159



GOVERNANCE AND INTERORGANIZATIONAL PARTNERSHIPS

Bovaird, Tony (2006) “Developing New Forms of Partnership with the ‘Market’ in
the Procurement of Public Services”, Public Administration, 84 (1): 81-102.

Broadbent, Jane and Laughlin, Richard (1999) “The Private Finance Initiative:
Clarification of a Future Research Agenda”, Financial Accountability and Manage-
ment, 15 (2): 95-114.

Deloitte (2006) Closing the Infrastructure Gap: The Role of Public—private Partnerships,
London: Deloitte.

English, Linda (2005) “Using Public—private Partnerships to Deliver Social Infra-
structure: The Australian Experience”, in Graeme Hodge and Carsten Greve
(eds) The Challenge of Public—private Partnerships: Learning from International
Experience, Cheltenham: Edward Elgar.

Flinders, Matthew (2005) “The Politics of Public—private Partnerships”, British
Journal of Politics and International Relations, 7: 215-39.

Frumkin, Peter (2002) “Service Contracting with Non-profit and For-profit Pro-
viders: On Preserving a Mixed Organizational Ecology”, in John Donahue and Joseph
Nye (eds) Market-based Governance, Washington, DC: The Brookings Institution.

Ghobadian, Abby, Gallear, David, O’Regan, Nicholas and Viney, Howard (eds)
(2004) Public—private Partnerships: Policy and Experience, Basingstoke: Palgrave
Macmillan.

Heinrich, Carolyn and Lynn, Laurence (eds) (2001) Governance and Performance,
Washington, DC: Georgetown University Press.

Her Majesty’s Treasury (2003) PFI: Meeting the Investment Challenge, London: The
Stationery Office.

Her Majesty’s Treasury (2006) PFI: Strengthening Long Term Partnerships, London:
The Stationery Office.

Her Majesty’s Treasury (2008) Infrastructure Procurement: Delivering Long-term
Value, London: The Stationery Office.

Hodge, Graeme (2005) “Public—private partnerships: The Australian Experience
with Physical Infrastructure”, in Graeme Hodge and Carsten Greve (eds) The
Challenge of Public—private Partnerships: Learning from International Experience,
Cheltenham: Edward Elgar.

Hodge, Graeme (2006) “Public—private Partnerships and Legitimacy”, University of
New South Wales Law Journal, Forum, 12 (2).

Hodge, Graeme and Greve, Carsten (eds) (2005) The Challenge of Public—private
Partnerships: Learning from International Experience, Cheltenham: Edward Elgar.

Hodge, Graeme and Greve, Carsten (2007) “Public—private Partnerships: An Inter-
national Performance Review”, Public Administration Review, 67 (3): 545-58.

Institute of Public Policy Research (UK) (2001) Building Better Partnerships,
London: IPPR.

Karmarck, Elaine (2007) The End of Government as We Know It: Making Public Policy
Work, Boulder, Colo.: Lynne Rienner.

Kettl, Donald F. (1993) Sharing Power, Washington, DC: The Brookings Institution.

Klijn, Erik-Hans and Teisman, Geert (2005) “Public-private Partnerships as the
Management of Co-production: Strategic and Institutional Obstacles in a Diffi-
cult Marriage”, in Graeme Hodge and Carsten Greve (eds) The Challenge of
Public—private Partnerships: Learning from International Experience, Cheltenham:
Edward Elgar.

160



PUBLIC-PRIVATE PARTNERSHIPS

Linder, Stephen (1999) “Coming to Terms with the Public—private Partnership:
A Grammar of Multiple Meanings”, American Behavioral Scientist, 43 (1): 35-51.

Moore, Mark H. (2000) “Managing for Value: Organizational Strategy in For-
profit, Nonprofit and Governmental Organizations”, Nonprofit and Voluntary
Sector Quarterly, 29 (1), supplement: 183-204.

Moszoro, Marian and Gasiorowski, Pawel (2008) The Optimal Capital Structure of
Public—private Partnerships, International Monetary Fund Working Paper WP 08/1,
Washington, DC: International Monetary Fund.

Mott Macdonald (2002) Review of Large Public Procurement in the UK, London: Mott
Macdonald.

National Audit Office (2003) PFI: Construction Performance, HC 371, London: The
Stationery Office.

Organisation for Economic Cooperation and Development (OECD) (2008) Public—
private Partnerships: In Pursuit of Risk Sharing and Value for Money, Paris:
OECD.

Osborne, Stephen (ed.) (2001b) Public—private Partnerships: Theory and Practice in
International Perspective, London: Routledge.

Pierson, Paul (2004) Politics in Time, Princeton, NJ: Princeton University Press.

Pollitt, Christopher (2007) Governing with the Past, Oxford: Oxford University
Press.

Pollitt, Michael (2005) “Learning from the UK Private Finance Initiative Experi-
ence”, in Graeme Hodge and Carsten Greve (eds) The Challenge of Public—private
Partnerships: Learning from International Experience, Cheltenham: Edward Elgar.

Pollock, Allyson, Price, David and Player, Stewart (2007) “An Examination of
the UK Treasury’s Evidence Base for Cost and Time Overrun Data in UK
Value-for-money Policy and Appraisal”, Public Money and Management, April:
127-33.

PriceWaterhouseCoopers (2005) Delivering the PPP Promise: A Review of PPP
Issues and Activities, available at www.pwc.com

Rosenau, Pauline Vaillancourt (ed.) (2000) Public—private Policy Partnerships,
Cambridge, Mass.: MIT Press.

Shaoul, Jean (2005) “The Private Finance Initiative or the Public Funding of Private
Profit”, in Graeme Hodge and Carsten Greve (eds) The Challenge of Public—
private Partnerships: Learning from International Experience, Cheltenham: Edward
Elgar.

Teisman, Geert and Klijn, Erik-Hans (2001) “Public—private Partnerships in the
European Union: Official Suspect, Embraced in Daily Practice”, in Stephen
Osborne (ed.) Public—Private Partnerships, London: Routledge.

Terry, Francis (1996) “The Private Finance Initiative: Overdue Reform or Policy
Breakthrough?”, Public Money and Management, January—March: 9-16.

United States Government Accountability Office (2008) Highways Public—private
Partnerships: More Rigorous Up-front Analysis Could Better Secure Potential Benefits
and Protect the Public Interest, GAO 08-44, Washington, DC: Government
Accountability Office.

Van Ham, J. C. and Koppenjan, Joop (2001) “Building Public—private Partnerships:
Assessing and Managing Risks in Port Development”, Public Management Review,
4 (1): 593-616.

161



GOVERNANCE AND INTERORGANIZATIONAL PARTNERSHIPS

Wettenhall, Roger (2003) “The Rhetoric and Reality of Public—private Partnerships”,
Public Organisation Review: A Global Journal, 3: 77-107.

Wettenhall, Roger (2005) “The Public—private Interface: Surveying the History”,
in Graeme Hodge and Carsten Greve (eds) The Challenge of Public—private
Partnerships: Learning from International Experience, Cheltenham: Edward Elgar.

Williamson, Oliver (1985) The Economic Institutions of Capitalism, New York: Free
Press.

162



10

INTRODUCING THE THEORY OF
COLLABORATIVE ADVANTAGE

Siv Vangen and Chris Huxham

This chapter looks at some key governance tensions that are a consequence
of the increasingly interorganizational nature of public management. The focus
is on the potential for collaborative advantage arising out of interorganiza-
tional partnerships. We introduce the theory of collaborative advantage and
explain, through some illustrative examples, its ability to aid understanding
about the management of collaboration in practice.

A theme-based theory of collaboration

The theory of collaborative advantage was developed from research which
has been ongoing since 1989, in which we have worked with and collected
data from very many and varied types of collaborative situations, involving
individuals with various roles including partnership managers, representatives
of participating organizations and senior managers whose organizations are
involved in collaboration. This has included supporting individuals who are
aiming to drive particular collaborations forward, design and facilitation of
development events for collaborative partners, design and delivery of collab-
orative leadership development events, contributions to practice seminars
and conferences, direct participation in collaborations, both as participants
and as initiators and leaders, and contributing to policy development.
The collaborations have ranged from “dyads” (two-party collaborations) to
international worldwide networks. They have touched almost every aspect
of the public and nonprofit sectors, and include public-private partnerships
(PPPs) that also span the commercial sector. Their areas of concern take
in, for example, a wide range of focuses on health and on education, anti-
poverty, substance abuse, community development and planning, careers
development, policing, economic development, and so on.

The theory has two organizing principles. First, it is structured around a
tension between Collaborative Advantage — the synergy that can be created
through joint working — and Collaborative Inertia — the tendency for collab-
orative activities to be frustratingly slow to produce output or uncomfortably
conflict-ridden. It is also structured around issues that tend to energize those
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Figure 10.1 Themes in collaboration practice.

who manage collaborations — their anxieties and rewards. It seeks to depict
what underpins the anxiety and reward in each area. We call these issue areas
themes in collaboration practice (see Figure 10.1). Over the years, we have
also added topics that stem from our own observations, from policy con-
siderations and from other researchers. The themes overlap with each other,
so issues underlying each theme cross-relate with issues underlying others.

The theory itself is descriptive because it illustrates the complexity that
underlies collaborative situations and the resulting challenges that are
intrinsic to them. It is also prescriptive because it describes the issues that
must be managed but without providing precise recipes for managerial
action. It thus recognizes the idiosyncratic nature of collaborative situations
and that there are positive and negative sides to alternative ways of managing.
It provides conceptualizations and frameworks that can be used as “handles
for reflective practice” (Huxham and Beech 2003) — that is, pointers to aspects
of collaborative situations that need deep consideration and management
— thus enabling managers to think through and find ways of managing their
own collaborative situations.

This chapter provides brief overviews of four of these conceptualizations
and frameworks relating to agreement on aims, trust-building, cultural
diversity and attitudes to knowledge transfer. In so doing, we introduce some
of the issues, tensions and challenges that generate collaborative inertia and
some ways for considering how to turn these around in order to gain the
advantage. In conclusion, we indicate how these four “themes” integrate with
others that we do not have space to cover here, to provide an overall sense
of the nature of collaborative practice (see Huxham and Vangen 2005 for a
fuller holistic exposition of the theory of collaborative advantage). We also
introduce some alternative conceptions of successful practice and discuss their
relevance for understanding how to achieve collaborative advantage.
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Managing aims

Seeking agreement on aims is essential yet the notion of congruent aims is
fundamentally paradoxical.

Looking specifically at the aims of a collaboration is helpful because dif-
ficulties associated with agreement on aims frequently engage those who
manage collaboration in practice. The gist of the argument is that develop-
ing clear, common or agreed aims is essential if partners are to make any
joint progress (Hudson 2004; Oliver 1990). Yet the notion of congruent aims
in collaborative situations is fundamentally paradoxical. The paradox arises
because the possibility for achieving advantage usually rests on drawing
synergy from heterogeneous partners with different resources, experiences
and expertise. These differences, however, stem partly from partners having
different purposes and visions, which lead them to seek dissimilar involve-
ments and benefits from collaborating. This paradox makes seeking agreement
on aims problematic in practice.

One way of understanding this problematic is to look closely at how
aims may be conceptualized. In collaborative situations, it is possible to dis-
tinguish aims that influence actions and directions across six dimensions:
level, origin, authenticity, relevance, content and overtness, as illustrated in
Figure 10.2. Let us elaborate on this a little further.

(i) Level

The first dimension relates to the level at which aims are recognized and
distinguishes between those that are about the collaboration, those that are
about organizational purposes and those that individuals wish to achieve.
Aims expressed at the collaboration level relate to participants’ views of
what the collaborating partners aspire to achieve together. They are the
public declaration of the sought-after collaborative advantage. In contrast,
organizational- and individual-level aims relate to the aspirations for the
collaboration of each of the organizations and individuals involved. This

Types of aims

Level Collaboration’s, organizations’ and individuals’ aims
Origin External Stakeholders, members

Authenticity | Genuine and pseudo

Relevance | Process and substance

Content Collaboration dependent/independent
Overtness Explicit, unstated and hidden

Figure 10.2 Aims in collaboration practice.
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distinction thus recognizes that aims at both the organizational and individual
levels motivate and influence the actions of those who enact the collaboration
in practice.

(ii) Origin

The aims in the first dimension mostly relate to the concerns of members
of the collaboration. However, aims formulated by members are sometimes
strongly influenced by the aims of organizations or individuals external to
the collaboration. Government is perhaps the most common organizational
stakeholder exerting pressure on collaborations, and it frequently influences
and shapes them. Whether collaborations are mandated or constrained by
government, nationwide policies as well as local priorities and interests tend
to have an effect on the aims of the collaboration.

(iii) Authenticity

Aims expressed by members and external stakeholders may be genuine
statements about what they aspire to achieve. However, there are many
reasons why members may not identify with aims that are nevertheless pub-
licly stated. For example, they may not seriously subscribe to aims that have
been imposed upon them by external pressure, or changes in the situation
may have altered the relevance of previously genuine aims. Organizations
may, for example, invent a jointly owned substantive aim that satisfies the
specifications of a funding-provider and which effectively disguises their
real aim. Similarly, individuals may invent aims for their organizations to
legitimize their own personal involvement in the collaboration. We charac-
terize such possibilities as pseudo-aims.

(iv) Relevance

The identification of specific aims for each of the parties involved as well
as the joint purpose is acknowledged as important if the collaboration is to
succeed. Recognizing which organizational aims can reasonably be pursued
through the collaboration is, however, not always straightforward. Other
related aims remain to be addressed by the organization alone or perhaps
through other collaborations. The fourth dimension thus distinguishes those
aims that should or are intended to relate specifically to the collaborative
agenda from those that are closely related but not explicitly a part of it.

(v) Content

Many of the aims expressed by individuals are essentially concerned with what
the collaboration is about, such as gaining access to resource and expertise,
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sharing risk, improving coordination in service provision and increasing
efficiency. They relate to substantive outcomes and are obviously important
in all collaborations. However, participants also — often implicitly — express
aims that relate to how the collaboration will be undertaken. These aims can
relate to any aspect of collaborative processes, so might, for example, relate
to modes of communicating, to the kind of relationship between members
or to a myriad other possibilities.

(vi) Overtness

Finally, aims may be openly discussed and explicitly stated, but there are also
many reasons why they may knowingly not be revealed to other partici-
pants, even if there is genuine goodwill between partners. Hidden agendas
are endemic in collaboration. Deliberate concealing of aims is, however,
not the only reason why they may not be clearly stated. In practice, there
may be limited opportunities to discuss explicitly all potentially relevant aims
in open forum; many aims go unstated even when there is no intent to
hide them.

Taken together, these dimensions thus indicate that the aims relevant to
collaborative situations will relate to aspirations not only for the collabor-
ation but also for the organizations and individuals involved; may have been
generated by those involved but may also have been imposed or suggested
by external stakeholders; may be genuine but can also be manufactured to
provide a reason for involvement in collaboration; do not always relate to
the activities of the collaboration; can relate to substantive or processual con-
cerns; and do not all appear overtly in the discourse of the collaboration.

Conceptualizing the aims across these six dimensions may help facilitate
better understanding of the variety of aims that are relevant to collaborations,
and the ways in which multiple and conflicting aims can prevent agreement
and progress. When faced with the task of managing collaborations, trying
to identify aims across the dimensions, as they may be perceived by all
partners, can be very enlightening, whether it is done as a quick and easy or
a more thorough investigative exercise. Such an exercise can, for example,
reveal difference between aims at the organizational level, which has the
potential to cause conflicts of interest and misunderstandings. Similarly, whilst
it is not possible to know others’ hidden agendas, it is possible to speculate
that they may exist and even have a go at guessing what they may be. There
are a multitude of other types of insights that may be gained from applying
the aims dimensions to real collaborative situations. The type of insights that
may thus be gained can be very helpful in understanding and judging how
best to work collaboratively with partners.

At the general level, the obvious conclusion to be drawn from this con-
ceptualization is that agreeing on aims is frequently problematic in practice
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and that discussion aimed at establishing clarity of purpose can easily unearth
irreconcilable differences. Arguably, it may be prudent to get started on some
tangible actions without fully agreeing on aims. Instead partners should
seek to gain enough agreement to allow them to make progress. Exactly
what constitutes enough depends on partners’ assessment of the particular
situations. Time set aside for incremental collaborative achievements can
help build trust between partners which can then form the basis upon which
difficult discussions about aims can be held.

Managing trust

Trust is a prerequisite for successful collaboration yet many situations are
characterized by suspicion and mistrust.

As with the issue of aims, trust is also seen as a necessary condition for
successful collaboration (Lane and Bachmann 1998) yet the reality of many
collaborations suggests that trust is frequently weak — if not lacking
altogether. This particular paradox then suggests that there is a need to look
at how trust can be built and maintained between partners in the context
of collaboration.

One way of conceptualizing trust-building is through the loop depicted
in Figure 10.3. This argues that two factors are important in initiating a trust-
ing relationship. The first concerns the formation of expectations about the

Gain underpinnings
for more ambitious
collaboration

Reinforce trusting
attitudes

Aim for realistic
(initially modest)
but successful
outcomes

TN

Form expectations about Have enough trust and
the future of the take a risk to initiate
collaboration based on the collaboration
reputation or past
behavior or contracts
and agreements

Figure 10.3 The trust-building loop.
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future of the collaboration; these will be based either on reputation or on
past behavior, or on more formal contracts and agreements (Gulati 1995).
Given the difficulties of agreeing aims, as discussed above, this is a nontrivial
starting point. The second starting point involves risk-taking: partners
need to trust each other enough to allow them to take a risk to initiate
the collaboration (Gambetta 1988). If both of these initiators are possible,
then, the loop argues, trust can be built gradually through starting with
some modest but realistic aims that are likely to be successfully realized.
This reinforces trusting attitudes and provides a basis for more ambitious
collaboration.

This conceptualization of trust-building aligns itself well with a “small wins”
approach (Bryson 1988) within which trust can be built through mutual
experience of advantage gained via successful implementation of low-risk
initiatives. Trust can be developed over time, moving gradually toward
initiatives where partners are willing to take greater risks because a high
level of trust is present. When risk and uncertainty levels are high, a strategy
involving incremental increases in resource commitments may indeed be the
preferred strategy. In many situations, however, the collaborative advantage
aimed for requires the collaborating partners to be more ambitious, and
hence to adopt a higher-risk approach. The small-wins approach may, for
example, be in contradiction to the need to address major social issues
rapidly or meet the requirements of external funding bodies for demon-
strable output. More comprehensive ways of managing trust have different
implications for initiating and sustaining the trust-building loop. We shall
elaborate further on this below.

Initiating the trust-building loop

(a) Forming expectations

Two structural features — ambiguity and complexity — that tend to charac-
terize collaborations can act as barriers to the initiation of trust-building.
Whilst researchers have argued that “explicit” membership where the
parties “know and agree on who is involved and in what capacity” is a key
definitional element of collaboration, the surprising reality of many situ-
ations is the ambiguity about who the partners are. Typically, there are dif-
ferences in views about who the central members are and what their roles
or membership status are with respect to the collaboration. In practice it can
be difficult to be certain about what organization, collaboration or other con-
stituency (if any) individuals represent. Simply identifying with whom to build
trust therefore can be very difficult and time-consuming.

Working out with whom trust should be built is not the only challenge in
getting started in the trust-building loop. As we have already discussed above,
practitioners continuously raise concerns over the establishment of joint aims.
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Seeking agreement on aims to initiate the trust-building loop effectively can
be problematic in practice.

(b) Managing risk

Gradually, as trust develops, it becomes a means for dealing with risk. In
situations where the small-wins approach is not feasible, however, the risk
associated with the collaboration has to be managed as an integral part of
trust-building. Risk is usually associated with opportunistic behavior and
vulnerability relating to apprehensions that partners will take advantage of
collaborative efforts by, for example, claiming ownership of joint efforts. When
the aim is to build trust, however, risk management cannot be concerned
with guarding against opportunistic behavior, e.g. via sanctions set out in con-
tractual agreements. Instead risk management must ensure that any future
collaborative advantage can realistically be envisaged and is shared. This
requires efforts associated with aims negotiation, structural ambiguity, clarifica-
tion of expectations, willingness and ability to enact the agreed collaborative
agenda in view of associated power and influence relationships, and so on.
These activities are extremely resource-intensive and time-consuming, and
their management requires a great deal of skill and sensitivity. Hence the
effort is only recommended where trust cannot be built incrementally.

Sustaining the trust-building loop

(c) Managing dynamics

Many collaborations are initiated, so it must be presumed that expectations
can be formed on the basis that either a minimal level of trust is present and/or
there is a willingness to bear the associated risk. Sustaining the trust-building
loop then requires the participants to work together, gradually becoming
more ambitious, over time, in their joint endeavors. Unfortunately, while
all organizations are dynamic in nature, collaborations are particularly so
because they are sensitive to transformation in each of the partner organiza-
tions and therefore may change very quickly. Effort put into building mutual
understanding and developing trust can be shattered, for example, by a change
in the structure of a key organization or the job-change of a key individual.
Sustaining the trust-building loop therefore requires continuous attention to
trust relationships.

(d) Managing power imbalances

Even when careful and continuous attention is paid to trust-building, the inher-
ent fragility of the loop is evident. Alongside the issues relating to the dynamic
nature of collaboration, power issues in particular seem to challenge efforts
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aimed at sustaining the loop. Imbalance in power, and the inevitability that
some partners will be more central to the enactment of the collaborative agenda
than others, tends to dictate behaviors that get in the way of trust-building.
An appreciation of the inevitability of power imbalances as well as the
ability to interpret any actions that members take in response to them may
help prevent loss of trust. Furthermore, an understanding of the way in which
balances of power tend to change during the life of a collaboration, and indeed
whether and how power imbalances can and should be deliberately shifted,
seems essential in sustaining the trust gained.

(e) Nurturing the collaborative relationships

Issues pertaining to the identification of partners, complexity and multiplicity
of aims, risk and vulnerability, complexity and dynamics of collaborative struc-
tures and power imbalances clearly all pose serious management challenges
for building and sustaining trust. If not managed effectively, any one of these
issues can prevent trust from developing or even cause loss of trust. Ideally,
therefore, all these issues need to be managed simultaneously and, owing to
the dynamic nature of collaboration, in a continuous manner. Failing to do
so may cause the trust loop to fracture.

This framework has sought to illustrate in broad terms the contrast between
two different approaches to the management of trust: small wins versus
comprehensive management. Both approaches have their merits. The illus-
tration of each intends to provide insight to inform the managerial judg-
ment about the kind of trust-building activities that are appropriate to
collaborative situations.

Managing culture

Cultural diversity is a source of advantage and inertia.

We argued above that the bringing together of difference in terms of
partners’ resources, experiences and expertise provides the potential for col-
laborative advantage. A significant part of this difference can be attributed
to cultural diversity. In that sense, perceptions of difference are typically rooted
in the national, organizational and professional cultures with which the
various partners identify. A paradox arises because cultural diversity is seen
both as a source of stimulation and reward, and as a source of potential
conflicts of values, behaviors and beliefs (Bird and Osland 2006; Cray
and Mallory 1998). The gist of the argument is that partners’ culturally
embedded differences interact to cause tensions. These tensions can be con-
ceptualized as pertaining to three areas in particular: encountering otherness,
interaction order and harnessing difference (see Vangen and Winchester
2007 for a fuller elaboration on culture in collaboration).
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(i) Encountering otherness

Encountering otherness involves the integration of different ways of being,
interacting and working that are akin to specific cultures and which affect
individuals’ orientation toward others in the collaboration. Expectations
of others’ behaviors tend to be based on perception of similarity — or even
stereotyping — of individuals within a culture. These expectations, research sug-
gests, tend to lead to misaligned expectations and perceptions of superiority
potentially affecting every strategic and operational aspect of a collaboration
(see e.g. Bird and Osland 2006; Walsh 2004).

Encountering otherness, therefore, gives rise to a particular managerial
tension. On the one hand, it is necessary to build cultural awareness to tackle
misaligned expectations and perceptions of superiority and, on the other hand,
it is essential to avoid the pitfalls of stereotyping. The tension arises because
the act of building cultural awareness necessarily implies a need to con-
ceptualize and generalize; thus, the danger of stereotyping is inherent in
the learning. In any event, as each collaborative situation is unique in its
configuration of cultural communities of belonging, the generic learning can-
not capture the specific confluence of cultural diversity within each specific
setting. Hence the requisite understanding is not necessarily transferable
from one situation to another.

Working effectively with otherness involves knowing how to manage the
idiosyncratic nature of each individual situation. Yet individuals will enter
new situations with embedded “ways of being” which may not feasibly be
revisited with every new or significantly changed collaborative situation.

(ii) Interaction order

Whilst encountering otherness is concerned with individuals’ embedded
perceptions and expectation of their partners, other cultural differences are
manifested in the working practices and interaction between partners.
We use the term “interaction order” to refer broadly to partners’ working
practices.

The most important aspect is communication. Most obviously, the con-
fluence of different natural and professional languages and organization-specific
jargon increases the tendency for misinterpretations and misunderstandings.
Furthermore, culturally determined etiquette generates issues concerned
with initiating, managing the content and managing the style of communi-
cation. In terms of initiation, partners frequently have different views about
whether formal titles should be used or not, what formal level or organ-
izational position individuals need to hold to represent their organization
in communication with their partners, and so on. Similarly, the content of
communication can be influenced by differences in the formality of a culture
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in terms of, for example, whether specific guidelines are required or not.
Lastly, styles of communicating vary across cultures, so that some partners,
for example, prefer to be succinct and to-the-point whereas others like to
engage in lengthy negotiations.

The need to establish an interaction order thus points to a particular man-
agement tension; cultural sensitivity is necessary to interact across different
communities yet a generic form of communication is necessary to enact the
joint agenda. The tension arises because different cultures encompass differ-
ent natural and professional languages and culturally determined etiquettes,
which impact on both the process and the content of communication.
Paying attention to these differences may be essential in securing effective
communication. At the same time, any generic form of communication,
necessary to enact the joint agenda, may not accommodate all the cultural
diversity present in any specific collaboration.

(iii) Harnessing difference

Harnessing individuals’ embedded perceptions, behavioral characteristics
and professional expertise alongside differences in organizations’ systems
and procedures is essential if the advantage is to be gained. This points to
a further three inter-related managerial tensions:

(A) FLEXIBILITY VERSUS ESTABLISHED ORGANIZATIONAL PROCEDURES

Flexibility — at the individual and organizational level — is necessary to accom-
modate the encounterment of otherness and differences in interaction order.
Organizations’ structures and procedures, for example, reflect the nature of
their individual remits, and their ability to collaborate is associated with their
ability to adapt to the needs of the joint agenda. Yet organizations’ contribu-
tion to the collaboration is typically rooted in their unique resources and
expertise, so that any alteration — to structures and procedures — is done at
the risk of upsetting those that work. Thus, whilst flexibility is necessary to
enact the collaborative agenda, this is most likely in tension with retaining
those established procedures that enable organizations to make a contribu-
tion in the first place.

(B) AUTONOMY VERSUS ACCOUNTABILITY

In many situations, then, harnessing difference entails working within systems
that are ill-fit for the purpose. Individual managers typically lack discretion,
power and authority to act on behalf of their organization. This can make
it difficult for them to employ appropriately their understanding of their
partner’s culturally embedded perceptions, behavioral characteristics and
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professional expertise. This tension between autonomy and accountability
can play out in several ways. To harness differences effectively, individuals
undoubtedly need enough autonomy to act on behalf of their organizations;
yet at the same time they need to protect their organizations’ interest. Man-
agers may thus end up compromising either their need to accommodate
cultural difference at the level of the collaboration or their accountability
for their actions back to their organizations.

(C) RETAINING CONTROL VERSUS GRAPPLING WITH COMPLEXITY

Working within ill-fitting structures and procedures with insufficient amounts
of autonomy will not render the accommodation of cultural differences
simple. The greater the diversity of partners involved, the greater the
complexity that needs to be managed. Two common responses to handling
complexity are to seek partners where there is a greater degree of similarity
or to control, via communication, the activities of the collaboration as a
whole. There is a real opportunity cost associated with simplifying cultural
diversity in this way. The potential strength, and hence the real potential
for collaborative advantage, rests on the collaboration’s ability to tap
into the expertise and experiences of all involved. Limiting the number of
individuals involved in communication, for example, implies that the
potential for collaborative advantage is limited to the strength of commu-
nication between those individuals. There is thus a real tension in dealing
with the complexities stemming from the number of stakeholders that are
involved: whilst retaining control is a necessary element of steering the joint
agenda forward, grappling with complexity is necessary if the collabor-
ation is to harness the expertise of those who hold the potential to creating
advantage.

The tensions that we have conceptualized seek to illustrate that cultural
differences — whether rooted in nations, organizations or professions —
can impact on all aspects of collaboration. Successfully managing cultural
diversity involves paying careful attention to the plurality of issues arising
from cultural interaction. The managerial tensions outlined in this section,
as summarized in Figure 10.4, define key areas where attention is required.

Managing knowledge transfer

Attitudes to knowledge-sharing vary.

While there may be many reasons for collaborating, “interorganizational
learning” is a key aspect of all (Hartley and Allison 2002). For example, in
the case of a collaboration over care of the elderly between a health agency
and a social services department, social services staff might learn how to
carry out some of the care tasks previously carried out by health staff, and
health staff might learn how to advise patients about possible state benefits
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MANAGERIAL TENSIONS

Encountering otherness

i) Misaligned Expectations

Learning aimed at building cultural
awareness is necessary to tackle
misaligned expectations and
perceptions of superiority.

<

Versus

Sophisticated Stereotyping

Generic learning cannot capture
the specific confluence of cultural
diversity within a specific setting.
The act of building cultural
awareness necessarily implies

a need to conceptualize and
generalize, inherently incorporating
the pitfalls of sophisticated
stereotyping.

ii) Cultural Sensitivity

Cultural sensitivity is necessary
to effectively interact across
different communities.

Interaction order

<

Versus

Generic Communication

Any specific form of communication,
necessary to enact the joint
agenda, may not accommodate all
the cultural diversity present in any
specific collaboration.

Harnessing difference

iii) Flexibility <= Established Organizational
Procedures
Versus
Flexibility in structures and Established structures and
processes is necessary to procedures may be what enable
accommodate the encounterment organizations to make a
of otherness and differences in contribution to the joint agenda in
interaction order. the first place.
iv) Autonomy <> Accountability
Versus
Individuals need autonomy to act Accountability is necessary to
on behalf of their organizations to protect organizations’ interests
take the agenda forward. and their inherent contribution to
the collaboration.
) Retaining Control <> Grappling with Complexity
Versus

Retaining control is a necessary
element of steering the joint
agenda forward.

Grappling with complexity is
necessary if the collaboration is
to harness the expertise of those
who hold the potential to creating
advantage.

Figure 10.4 Tensions in the management of culture.
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for which they might be eligible. “Substantive learning” (Huxham and Hibbert
2008) of this type generally relates to knowledge transfer where knowledge
embedded in one organization eventually also becomes embedded in a partner
organization. Knowledge transfer may be an explicit reason (or part of the
reason) for setting up a collaboration. For example, an aim of a community
substance-abuse partnership might be that police and health workers learn
to understand each other’s perspective and expertise on the issue. More often
than not, however, knowledge transfer happens alongside pursuit of the explicit
reason for collaborating. Substantive learning may also, however, relate to
knowledge creation in which the partners jointly work together to create some-
thing that neither previously had. Collaborative knowledge creation is an
important concept in the context of innovation management.

Conventional accounts of interorganizational learning tend to construct
it in one of three ways. Sometimes partners are construed as having a
selfish attitude, acquiring knowledge from a partner exclusively for their
own use in an exploitative manner (Ingram 2002). Sometimes they are seen
as having a sharing attitude, which leads them either to exchange knowledge
with partners or to go further and explore innovative solutions to problems
at hand collaboratively (Inkpen and Tsang 2005). Quite often, however,
no consideration is given to substantive learning at all, in which case the
attitude to it is essentially one of sidelining, although learning is very likely
to happen alongside whatever other activities the collaboration holds
(Spekman, Isabella and MacAvoy 2000). These stereotypical attitudes can
be characterized as follows:

Selfish: we take from you without giving to you;

Sharing — exchanging: we take from you and we give to you; you take from
us and give to us;

Sharing — exploring: ~ we take from you and we give to you; you take from
us and give to us — and we learn together to create
knowledge;

Sidelining: learning from or with partners is not something we
think about.

The first three are characteristically active stances in which the partners are
deliberate about the attitude they take, but sidelining is inherently passive
in nature.

These conventional, stereotypical views of learning do indicate something
about the nature of learning in collaboration. It certainly does include
selfish, sharing and sidelining elements. However, in reality it is more
complex than that. To understand more about the attitudes to learning that
participants actually bring to collaborations, it is helpful to break them down
into stances toward the giving and taking of knowledge from a partner. In
each case, there are many possibilities. We shall look at them in turn.
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(i) Stances to giving knowledge

Here are two examples of giving stances:

Protective:  we don’t trust you, therefore we don’t give to you;
Unconfident: we don’t trust our knowledge, so we shall not give it to you.

In both cases, members of the organization seek to avoid giving away know-
ledge and may therefore be viewed by partners as selfish. But in neither
case is the motivation selfish. In the first case, the protectiveness is born
out of fear that partners will appropriate the knowledge to the detriment
of the organization — for example, by encroaching on their territory. It is
a reactive stance. In the second case, the active refusal to give knowledge
comes from a lack of faith in the validity of the knowledge — some statistical
data, for example.

However, stances to giving do not always embody an unwillingness to
pass knowledge to partners. Sometimes participants give willingly and may
therefore appear to the receiver to have a sharing attitude. This may, how-
ever, mask underlying motives that are less than altruistic. For example:

Force feeding: when we need you to have understanding, we give to you;
Parenting: when we deem it to be good for you, we give to you.

The attitude behind the first might be considered as pro-actively selfish. The
receiving partner is being manipulated for the benefit of the giving one. The
second may be seen as an active, positively helpful attitude toward supporting
and developing a partner; but it is nevertheless instrumental and controlling,
so there is an element of selfishness about it.

(ii) Stances to taking knowledge

Attitudes to taking knowledge are equally divergent. Here are two examples:

Careless: we didn’t intend to take from you but since we now have
the knowledge we shall use it (without considering the
consequences for you);

Discretionary: we take from you only if we choose to.

The first case might occur, for example, when potential partners share ideas
in order to see whether they might form a joint bid to a funding agency. If
they decide to make the bid independently, one may use ideas generated by
another. In this type of situation, participants in the taking organization are
acting reactively to an opportunity that unexpectedly presents itself. There
was no original intent to act selfishly, but that is what happens reactively
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and often unwittingly. The original motivation is not selfish, but the con-
sequences of carelessness for the idea-giving organization may be severe. The
second case represents the situation when participants take an active stance
against taking knowledge from a partner for purely selfish reasons linked
to an assessment of the value of the knowledge to their organization. This
kind of stance gives no consideration to whether their having the proffered
knowledge would help the partner.

(iii) Stances in combination

These example stances are a few of the many that occur in collaborative situ-
ations; many more examples are provided in Figures 10.5 and 10.6. Each
partner’s attitude to learning with or from their partners is made up of
attitudes to giving and taking (which are sometimes sidelined in the sense
that they are enacted unconsciously). These can vary depending on the type
of knowledge that is being transferred or created and will vary over time
as the relationship changes and develops. Obviously attitudes to knowledge
transfer are linked to the aims that partners bring to the collaboration, and
their interpretation of each other’s attitudes will have an important bearing
on their ability to develop trusting relationships. The important point for
managing collaboration is that participants’ behavior may appear selfish
but not derive from selfish motivations; and, equally, many appear sharing
but are actually derived from selfish motivations. Taking a stereotypical view
of attitudes in the way described at the start of this section can thus lead
to misinterpreting partners’ behavior. Misunderstandings of partners’ cul-
tural norms may add significantly to the potential for this. Gaining the skill
to “read a partner correctly” is therefore an important part of managing
collaboration.

Conclusion: understanding collaborative success

The above four example themes indicate some of the challenges inherent in
achieving collaborative advantage. They each present a slice of the overall
picture — a perspective on the challenges of collaboration — and, as we
have indicated, they interact, with each affecting the others. The theory of
collaborative advantage is constructed around many more of these themes.
We do not have space to describe them all here, but we can summarize the
most important of them. In terms of power, for example, the issue is that
power-sharing is important yet there are often both real and perceived
power imbalances between partners that tend to have a negative impact
on behaviors. Membership structures are frequently ambiguous, complex
and dynamic, which render issues to do with agreement on aims, building
trust, managing power relationships and cultural diversity infinitely hard.
Leadership is likely to be beyond the scope of any one individual to tackle,
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A reactive stance intended to restrict knowledge

outflow, based upon concerns about the
1 perceived potential for mis-appropriation
and misuse

We don't trust you, therefore we don't give to you

Starving

A reactive stance intended to restrict knowledge
outflow, based upon concerns about the
perceived potential for mis-appropriation

11 and misuse, formalized into a legal contract

We don't trust you, therefore we bind you not
to take from us

An active stance towards enabling partner
access to knowledge for defined purposes whilst
1 1 preventing the actual outflow of knowledge

Well let you have the use of our knowledge,
but won't let you replicate it

An active stance towards restricting knowledge
outflow, based upon a concern for maintaining
a competitive position

We want to maintain our independent position,
so we don't give to you

An active stance towards restricting knowledge
outflow, based upon doubts about the quality
of the knowledge
We don't trust our knowiedge, so we will not
give itto you

An active stance towards enabling knowledge
outflow, but only under advantageous
circumstances

When it suits us to do so, we give to you

Instrumental

A pro-active stance towards enabling knowledge
outflow in a manner intended to ensure the
1 acquisition of particular knowledge by a partner

When we need you to have understanding,
we give to you

An active stance towards enabling knowledge
outflow based upon a concern to maintain
| relationship differentials with partners

When it helps to maintain our central position,
we give to you

An active stance towards enabling knowledge
outflow in a manner intended to manipulate
- a third party

When it helps us to manipulate a third party,
we give to you

An active stance towards enabling knowledge
outflow based upon a concern to support or
L1 develop a partner

When we deem it to be good for you,
we give to you

0000 000060

An active or reactive stance in which knowledge
outflow is enabled by inherent professional
or personal behavioral characteristics

We enjoy sharing, so we give to you
(even though it may be unwise)

Unilateral
sharing

Observed stances Definitions and characterizations

Figure 10.5 Examples of stances to giving knowledge (reproduced from Huxham and
Hibbert 2008).
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A reactive stance towards the deliberate use of
knowledge gained from a partner following
unplanned knowledge acquisition

g

We didn't intend to take from you, but since we
now have the knowledge we will use it

A passive stance towards the unthinking use of
knowledge gained from a partner following
unplanned knowledge acquisition

We didn't intend to take from you, but since we
now have the knowledge we will use it
irresponsibly (i.e. won't consider the
consequences for you)

A reactive stance towards the acquisition of
knowledge in combination with enabling
knowledge outflow, following a realization of

T the value of what a partner has to offer

We were happy just to give, but now we realize
that there Is something in it for both of us

An active stance towards selective knowledge
acquisition

We take what you give only if we choose to

An active stance towards selective knowledge
acquisition based upon doubts about the
capability of a partner to provide knowledge
outflow of value

o 00

We don't trust you, therefore we don't take what
you give

A passive stance in which knowledge acquisition
is ineffective due to lack of appropriate
Limited ability competencies
We don't have the requisite skill, therefore we
don't take from you
Observed stances Definitions and characterizations

Figure 10.6 Examples of stances to taking knowledge (reproduced from Huxham
and Hibbert 2008).

and leadership activities are likely to incorporate dilemmas of ideology and
pragmatism.

Taking all of these together, it is clear that, left to their own devices,
collaborations are much more likely to reach collaborative inertia than
collaborative advantage. 1t is true that many do end that way. Neverthe-
less, there are also many reports of success. The success is almost always
incomplete — less may have been achieved than had been hoped for, some
participants may be less pleased than others, the pace may have been slower
than expected — but the outcome is seen as much better than would have
been the case without the collaboration. Achieving collaborative advantage
requires careful reflection around the types of issues raised above and then
careful attention to managing them.

One key to achieving success is knowing how to recognize it; it can be
much broader than the achievement of any substantive targets set out at the
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start. Five perspectives on success are important (Huxham and Hibbert 2007).
The first does indeed relate to substantive outcomes of the collaboration, but
these can be highly varied in type. They may relate to financial or resource
gains — for example, better use of public funds — improvements in service
provision or much smaller “products” such as raised awareness, training or
learning. They may be beneficial for the organizations, for the individuals
involved in a collaborative initiative or for the clients or citizens at whom
they are targeted. They may be short- or long-term outcomes. And they are
almost always relative gains; relative to what might have happened without
the collaboration or to how well other organizations in similar situations are
doing, for example.

The second perspective on success relates to the process of collaborating.
Sometimes a successful process is just seen as a means to a substantive end.
However, good processes can also be in themselves viewed as a measure
of success. Like successful substantive outcomes, processes that have
become good vary in type considerably. In some cases, the mere act of using
respectful language to each other marks a successful process development.
At the other end of the scale, a collaboration may be working well at an
advanced level, being highly pro-active, making good decisions and taking
joint action.

The third perspective overlaps to some degree with the first two. Emergent
milestones are not targets planned from the start, but semi-serendipitous
achievements that arise along the way. They are signals that the collabor-
ation actually achieved something, however great or small. Also highly
varied, they are located on a continuum of tangibility. At the least tangible
extreme, milestones relate to the resolution of process issues; for example,
it might be the point at which partners start to take account of each other’s
interests. At the most tangible extreme, they relate to physical artifacts; for
example, the co-location of partners into the same building. Between these
two extremes, emergent milestones include the production of a joint report
or the holding of a jointly organized event for a wider audience. Emergent
milestones are important success-indicators partly because achieving major
final targets can take a very long time, and partly because they often indi-
cate something that turned out to be more significant than would have been
expected in advance. They are often good trigger-points for helping the
collaboration to move on to greater things.

The fourth perspective is concerned with recognition. Recognition of a
collaboration by those not involved — for example, by articles in the press
or receipt of an award — is clearly a good — independent and verifiable —
indicator of substantive success. However, recognition can also be valued in
its own right. For example, recognition often comes in the shape of a request
to help another collaboration to achieve similar process or substantive ends.
Recognition of individuals in a collaboration, in whatever form, can be seen
as evidence of the skills they bring to the collaborative team.
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The final perspective on success relates to personal pride. Statements of
success are often wrapped up in language that promotes a positive personal
identity for the speaker; people who claim success sometimes go so far as
to portray themselves as heroes. Being in a position to take pride in “a
job well done” and identify with the collaboration is an important form of
success. As with the other perspectives, success personified through pride
can be expressed in a variety of ways. An individual might claim positive
output from the collaboration as her own doing, or portray herself as piv-
otally pro-active or as having important personal qualities such as willpower
or experience. The pride perspective signifies collaborative success through
personal fulfillment. In that sense, it is different from the other perspectives
because the main beneficiary is the speaker herself. However, pride-success
can be argued to be more than just a personal indicator. Reaching the point
where individuals are willing to acknowledge overtly — and even promote —
their own role in a partnership is significant.

The five perspectives on success provide a basis for developing realistic,
rather than idealistic, expectations of what success in collaboration might
look like. They emphasize that what is achieved is not necessarily pre-
dictable. They are also useful for demonstrating success, to stakeholders
— participants, constituents, customers, staff or policy-makers — even when
a substantive outcome is not (yet) forthcoming. Most usefully, the five
perspectives can be used as a framework to facilitate development of
collaborative practice. They suggest signifiers that it is appropriate to watch
out for and be positive about, even within a context where success is less
than absolute.

Summary: using the theory of collaborative advantage

In this chapter we have introduced the theory of collaborative advantage
through providing overviews of a selection of conceptualizations and frame-
works pertaining to the management of aims, trust, cultural diversity and
knowledge transfer. Our aim was to explain its ability to aid understanding
about the management of collaboration in practice. The various concep-
tualizations and frameworks are intended for use as handles for reflective
practice, which assumes real experience of collaboration.

The theory conveys that managing collaborations is a highly complex
endeavor. It prescribes — through a focus on themes — the kinds of issues
that need attention. However, it does not tell the user which of these themes
to focus on, when to do so and how to use the information captured in them
to guide them in their management actions. Knowing how to use the theory
is in itself a matter for managerial judgment. Themes such as aims, trust
and cultural diversity or attitudes to knowledge transfer provide sensible
starting points for consideration of managerial action. However, it may be
equally prudent first to seek to get a sense of what success might look like.
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This can in turn help identify the themes that are likely to yield valuable
insights. Similarly, in using these conceptualizations and frameworks as
handles of reflective practice, the nature of success envisaged may influence
decisions about alternative ways of managing.
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RELATIONSHIP MARKETING,
RELATIONAL CAPITAL AND
THE GOVERNANCE OF PUBLIC
SERVICES DELIVERY'

Stephen P. Osborne, Kate McLaughlin and Celine Chew

Marketing in public services — an opportunity missed?

As government and voluntary and community organizations (VCOs) increas-
ingly work in partnership to make public policy, and to design and deliver
public services, new challenges are raised for the practice of marketing within
public service organizations (PSOs)* and for assessing its fitness for purpose
within the “new regulatory state” (Jayasuriya 2004). However, this task is
complicated by the considerable ambiguity surrounding the role of market-
ing within PSOs. Indeed, the very existence of a “marketing function” within
PSOs is contentious in its own right. Based on English experience, this chap-
ter seeks to develop clear conceptual foundations to guide the placing and
practice of this functional discipline within such organizations.

It argues that marketing activity has been embraced by PSOs, albeit
with considerable reluctance, as an inevitable corollary to the NPM reform
agenda of the past thirty years — with its dominant notions of consumerism
and the “marketization” of public services, and rather than as a desirable
management discipline in its own right (Walsh 1994; Burton 1999). In
doing so, it has neglected the opportunities offered for its development by
alternative conceptualizations of marketing that take institutions, networks
and governance, rather than consumers, as the central unit of analysis.

We argue that public services marketing practice over this period has
been dominated by transactional models of marketing (Laing 2003) that have
belied the growing relational complexity of the above trends. Nowhere is
there any evidence of a willingness to test the suitability and/or robustness of
alternative models of marketing that might meet the needs of PSOs operat-
ing within the current plural public policy environment, with its emphasis
on partnerships and relational contracting and governance (Erridge and Greer
2002; Schwartz 2005; Bovaird 20006).
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This chapter is in three parts and seeks to address this gap by exploring
the utility of precisely such an alternative model for practice (relationship
marketing) by situating this within a broader model of relationship management
that encompasses the associated concept of relational capital. It commences
by arguing that the model that has underpinned the development of public
services marketing to date is an inappropriate one. Second, it validates this
argument by presenting three “micro-cameos” of the recent application
of marketing activity to public services management. Third, it introduces
the alternative model of relationship marketing and evaluates what such
an alternative framework might contribute to the practice of marketing
within PSOs.

Modeling PSO marketing behavior: the genesis of
“public-sector marketing”

In the 1960s, marketing was predominantly presented as the key managerial
discipline across all sectors of society. For example, Kotler and Levy (1969)
argued that marketing was

...a pervasive societal activity [and that all organizations] are

concerned about their “products” in the eyes of certain “consumers”

and are seeking to find tools for furthering their acceptance.
(Kotler and Levy 1969: 10-12)

This position has subsequently been assumed by many marketing scholars
and practitioners, and has become the starting point for drawing marketing
into the public domain — such as through social change and public educa-
tion programs (social marketing), and debates about the rationing of public
services (demarketing) and about the acquisition of resources by PSOs through
fundraising (Kotler and Zaltman 1971; Kotler and Andreason 1975; Laing
and McKee 2000; Donaldson and O’Toole 2002).

However, this predominant perspective has increasingly been subject to
an evolving ambiguity about the boundaries of marketing for PSOs. Having
argued previously for marketing as a generic organizational function, key
advocates have subsequently shifted their ground to introduce an element
of marketing conditionality into the debate. In this perspective, five assump-
tions are held to constrain the universality of the marketing concept:

* there are at least two parties to the exchange;

* each party has something of value to offer to the other party;

* each party is capable of communication and delivery;

* each party is free to accept or reject the offer; and

* each party believes it is appropriate or desirable to deal with the other
party (Kotler and Keller 2005).
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These five conditions challenge the applicability of marketing to many
public-service contexts. It is argued here that PSOs are not always free to
accept or reject public-policy initiatives instigated by politicians, for example,
nor can their clients/users always be free to accept or reject a particular
public-service offering (social control and primary/secondary education
services being the most obvious examples of this).

Crucially, these early ideas about the conditionality of marketing exchange
are rooted in classical economics and a model of exchange theory that sup-
ports a purely transactional view of marketing, with the firm as a unitary
entity operating in isolation from other organizations. This perspective on
marketing is based upon a model of discrete transactions that have “a dis-
tinct beginning, short duration and sharp ending by performance” (Morgan
and Hunt 1994: 1). However, it has been criticized latterly in the manage-
ment literature through the concepts of the “new competition” (Best 1993)
and “new institutionalism” (Powell and DiMaggio 1991). Drawing upon the
work of Benson (1975) on resource-dependency theory and Williamson (1985)
on transaction-cost analysis, these new conceptualizations posit a model of
network-based organizations that paradoxically compete by collaborating
with other organizations, in order to lever in information, resources and
capabilities. Such a model introduces new levels of complexity to exchange
relationships that are perhaps beyond the scope and competencies of tradi-
tional transactional models of marketing and which, it is argued here, are
highly relevant to the practice of marketing for PSOs operating within the
New Public Governance regime.

The marketing function and PSOs in England

This has a comparatively recent history. It was not until the 1980s, when the
“marketization” of public services under the then Conservative govern-
ment commenced in earnest, that attention was turned to the potential
benefits of marketing for PSOs operating in market and quasi-market
conditions (Le Grand 1993; Scrivens 1991; Sheaff 1991; Walsh 1991). This
marketization was thus a core driver for the growth of the marketing
function within British PSOs. As such it has had a profound influence upon
its trajectory since then. Central to this influence was the classical economic
principle of exchange discussed above, which assumes market relations to
be based upon discrete and autonomous transactions and with little thought
to the governance of reciprocal or ongoing transactions (Hindmoor 1998;
Walsh 1991).

As a consequence of these assumptions, the marketing behavior of
individual PSOs has invariably been highly individualistic in nature and
self-seeking, arguably to the detriment of the whole public service system.
Further, individual PSOs, and especially VCOs, have often been drawn
into market scenarios for public services that have privileged competition and
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adversarial relationships over collaboration both berween PSOs and within
them (Palmer 2001).

Three “micro-cameo” examples will illustrate this argument. First, the
creation of the internal market in healthcare in the 1990s created com-
petition between newly created “Trust” hospitals (service providers) and
the primary care referral agents, usually general practitioners (service pur-
chasers). The response of many individual Trust hospitals to this was to
look to the marketing function to develop their competitive position within
these newly created markets (Kitchener and Whipp 1995). The archetypal
“4Ps” model, where organizations sought to strengthen their competitive
position by varying dimensions of the product, its promotion, price and place
of distribution (Kearsey and Varey 1998; Sheaff 1991), informed marketing
practice over this period. As a consequence, individualism, interhospital
rivalry and competitive behavior flourished in many areas. Individual
Trust hospitals succeeded by pursuing their own corporate objectives and
financial security — but at the cost of scant attention being paid to overall
healthcare policy or the holistic health needs of the local community
(Fillingham 1994).

As a result of such behavior, marketing as a profession within PSOs
became subject to damning critiques that it had led to goal displacement and
strategic drift in healthcare (Sheaff 1991; Scrivens 1991; Walsh 1994). How
could either local or central government steer health policy, it was argued,
when individual healthcare actors were more preoccupied with their own
survival than with the health outcomes of patients?

A second example can be found in the field of the personal social services.
The NHS and Community Care Act 1991 required local-authority Social
Services Departments to create a “mixed economy of care” for their services
(Wistow et al. 1994). In their early attempts to create this new mixed
economy, these departments saw VCOs as a natural choice as preferred
providers — both because of the perception of them as sympathetic to the
needs of vulnerable people (Brenton 1985) and because of their perceived
(though unproven) institutional advantages, including cost efficiency, flexi-
bility and consumer responsiveness (Knapp et al. 1990).

As a consequence, relationships between local government and VCOs were
transformed. The previous “grant-funded” relationship between local govern-
ment and the VCO sector was replaced by a performance-based “contract
culture” and the development of, often fractured, principal-agent relation-
ships. In 1996 the Deakin Commission (Commission on the Future of the
Voluntary Sector 1996) emphasized that a serious breakdown in relations
between the governmental and VCO sectors in England had resulted from
this adversarial model and needed to be addressed by a shift into more
explicitly relational approaches — leading to the development of the Voluntary
Sector Compact and later to Compact Plus (Osborne and McLaughlin 2002;
Osborne 2003). This represented an emergent policy framework for building
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relationships across organizations that emphasized inter- rather than intra-
organizational management and governance.

As a result of this debate, some initial attempts were made to develop
and test alternative models of the marketing function in PSOs (for example,
Laing and McKee 2000; Laing and Hogg 2002; Wright and Taylor 2005).
Notwithstanding these, though, the discrete transactional model of market-
ing has continued to dominate practice within PSOs.

Finally, clients of the social security system in England are mandatory
“customers” of the Benefits Agency — no alternative provider exists. As such,
the Agency has been encouraged by central government to promulgate a
“customer focus” as its dominant paradigm of behavior. In addition, though,
it is also required by government to implement competing policies that
challenge the notion of “claimants as customers” (Pheysey 1993).

Specifically, the alternative concerns of central government — to tackle the
perceived negative impact of the benefit system on the work incentive and
to minimize fraudulent claims — have produced a competing discourse of
claimant behavior, as “workshy” and “fraudulent claimant” respectively. In
this instance, therefore, the preferred marketing model of the agency, which
was attempting to design consumerist choice into the system, was challenged
by this alternative policy trajectory. Consequently, the limited transactional
model of the marketing function employed by the Agency was unable to cope
with this level of policy complexity and paradox (Falconer and Ross 1999).

These micro-cameos throw up two important challenges for the future
of the marketing function in PSOs. First, that its originating context of trans-
actional and operational management has constrained the development of
marketing within PSOs to a focus on intraorganizational and operational
debates. This has crowded out consideration of more sophisticated models of
it as a basis for exploring its possible role in shaping the strategic behavior
of PSOs.

Second, that the place of marketing within PSOs has become a highly
contested one. In VCOs, for example, the remit of the marketing function
can often be limited to fundraising alone, rather than integrated into their
strategic positioning activity (Chew 2003, 2006). Similarly, inside governmental
organizations, marketing professionals have often had to “sail under another
banner” in order to have an impact on strategic direction and positioning
(Piercy and Cravens 1995; Laing and McKee 2000).

It is contended here that the conventional transactional notion of market-
ing, above, fails to accommodate such policy and system complexity, and
offers an incomplete basis for guiding marketing behavior within PSOs. What
is required, therefore, is new, policy-relevant models of marketing that
can assist PSOs in developing strategic responses to the growing relational
complexity of implementing public policy in the plural state. This returns us
to the relational approaches to marketing and organizational management
now evolving — but that to date have been little applied to PSOs.
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Relationship marketing

Within the broader marketing literature it is increasingly acknowledged that
relationship marketing (RM) represents an archetypal shift for marketing prac-
titioners (Payne and Ballantyne 1993; Sheth and Parvatiyar 2000; Veloutsou
et al. 2002). This shift acknowledges that sustainable competitive advantage
increasingly requires collaborative activity rather than rivalrous competition,
as discussed above, and that relationships are often the most valuable resource
of a firm (Sharma and Patterson 1999; Helfert et al. 2002). This is the core
of RM, which Harker (1999: 16) has defined as an organization engaging in

... proactively creating, developing, and maintaining committed, inter-
active and profitable exchanges with selected customers over time.

Gronroos (1994, 1999), in seminal papers, has argued that a marketing
strategy continuum exists. At one end of this continuum is transactional
marketing, rooted in classical economics, and that deals with one trans-
action at a time. At the other end is RM, which focuses upon building
relationships. The core of this relationship-building is trust. Drawing upon
transactional economics, Selnes (1998: 308) notes that

. .. the importance of trust comes about . .. because of the diffi-
culty or impossibility of acquiring information about future events
or defining a contract that covers such future events.

Other authors have defined trust as a “willingness to rely on an exchange
partner in whom one has confidence” (Moorman et al. 1993) and have,
crucially, specified its two core dimensions:

* trust in the honesty of a partner to fulfill obligations; and

* trust in the benevolence of a partner to be genuinely interested in your
welfare, to be motivated to seek joint gains and not to seek opportunistic
benefit.’

Trust is argued to be at the core of RM. It both facilitates the adaptation
process that is often necessary to complete an exchange within an ongoing
relationship (Brennan and Turnbull 1999) and provides the basis for mutual
commitment that “reduces the uncertainties associated with opportunistic
behaviour” in a volatile environment or market (Sheth et al. 2000). Given
the present emphasis in public policy upon trust as a governance mechanism
within the evolving plural state (Davis and Walker 1997; Osborne 2006), it
is surprising therefore that RM has made only a marginal contribution to
marketing practice and organizational governance for PSOs. This chapter
now presents the case for a more significant contribution.
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Building the contribution of RM to public-policy
implementation and public-services delivery

Within the confines of this brief chapter, it is not possible to undertake a
comprehensive exploration of the potential contributions of RM to public
management and public governance. However, examples of three specific
benefits will suffice for our purpose.

Performing in the plural and pluralist state

In the introduction to this volume, Osborne argued that the dawn of the
twenty-first century has seen the evolution of the “new public governance”
in public management, where the negotiation of both plural (involving
multiple actors) and pluralist (involving multiple processes) public policy
making and implementation is the dominant paradigm. Further, he has argued
that traditional approaches to public policy implementation and public
services delivery have failed to provide substantive guidance to public
managers struggling to cope with this level of complexity — public adminis-
tration invariably relegates the actual implementation of public policy to a
“black box” that is subservient to the greater task of policy formulation whilst
public management portrays the policy process as simply the context for the
actual practice of public management. Both views are partial and flawed. RM
offers PSOs and public service managers an opportunity to move beyond
this simple bipolar opposition and to engage with the policy process in a way
that enhances pro-active interorganizational management and governance.

Morgan and Hunt (1994) have argued that RM actually comprises three
levels of marketing activity:

» the micro, organization—consumer, level (Berry 1983);
* the macro, organization—organization, level (Arndt 1983); and
* the meso, organization—society, level (Moorman et al. 1993).

This approach can offer PSOs a conceptual framework to move to a new
plane of marketing sophistication. The micro-level concerns the exploration
of co-production with the recipients of public services — both an essential
element of good services management (Ravald and Groonroos 1996) and
a core component of contemporary public policy in the UK and Europe
(Brandsen and Pestoff 2006). The macro-level focuses attention upon both
boundary-spanning and boundary-maintenance activities for PSOs — both
essential for effective interorganizational collaboration (Kale et al. 2000; Tsai
2000). Finally the meso-level involves the engagement of PSOs in the policy
formulation and implementation process as cognizant, purposive actors
rather than as passive recipients (Ring and Van de Ven 1992; Gulati et al.
2000). By conceptualizing marketing activity across these three levels, PSOs
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can clarify its overall contribution to organizational performance. This is
an essential first step in articulating a clear formulation of the place and
role of the marketing function within PSOs and in replacing the current
ambiguity and confusion.

Understanding and managing trust

Trust is at the heart of any interorganizational relationship and governance,
including in public services provision (Osborne and Murray 2000; Huxham
and Vangen 2000). Often, though, “trust” appears in the literature as a reduc-
tive self-defining concept. RM offers a different, dynamic perspective upon
it, and one more suited to the challenges of PSOs within the plural state.
The first of these challenges is the “principal-agent” problem (Vickers and
Yarrow 1988). This concerns the asymmetry of information that exists
in relationships between two or more parties to a task. At its extreme, the
principal to a partnership must employ a range of instruments in order to
monitor and control the behavior of their agent. Within a more relational
context, however, both can use their trust in each other to monitor the out-
comes of their relationship rather than relying upon costly and bureaucratic
performance management systems, with all their implied transaction costs
(Waterman and Meier 1998; Bachmann 2001). RM provides a clear basis
upon which to build and maintain such trust — as well as warnings against
its misuse and potential lack of transparency (Morgan and Hunt 1994;
Palmer et al. 2000).

The second challenge is that of dealing with risk, and its associated costs,
in service innovation — a notoriously difficult activity in the risk-aversive
culture of PSOs (Erridge and Greer 2002; Osborne and Brown 2005). A rela-
tional approach based upon trust allows these risks and costs to be shared,
minimizing the danger and sharing the benefits of a venture to each party
to the relationship. It also allows opportunistic behavior to be minimized,
and the dedicated skills and knowledge base of an organization to be pro-
tected (Lorenzoni and Lipparini 1999; Kale et al. 2000).

Thus, and third, trust is an input into relationship-building in the sense
that it is one of the core resources of any relationship. No ongoing relationship
will survive without it. It is an output in the sense that working successfully
together in a relationship reinforces and develops further the trust between
the parties involved — successful relationships breed deeper, and more success-
ful, relationships (Ring and Van de Ven 1992; Gulati et al. 2000). Another
key to successful performance in the plural state, therefore, is the effective
governance of interorganizational relationships through mechanisms based
upon trust. RM offers a framework for PSO practitioners to understand and
mediate these trust-based relationships.

Table 11.1 illustrates the challenge of moving toward such “relational
governance”, when much of the marketing and managerial practice of the
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Table 11.1 Commissioner—provider inter-relationships in public services provision
(developed and adapted from the work of Ring and Van de Ven 1992: 490)

Interaction between service
commissioner and service provider

Level of pre-existing Low High
trust between service
commissioner and Low Market governance: discrete Hierarchical
service provider (classical) transactions governance
High Market governance:
recurrent (neo-classical) Relational
transactions governance governance

recent decades has been based on a marketization model that has encour-
aged discrete transactions and low trust levels between commissioners and
providers, as discussed above. Many current relationships are still bound
by the classical and neo-classical governance of such individual transactions,
whilst the policy trajectory, and the insights of RM, increasingly emphasizes
relational governance. At the core of this challenge, therefore, is how to make
the shift between these competing modes of governance. The concept of rela-
tional capital, from the associated field of organizational strategy, provides
further assistance here for PSO managers.

Relational capital — the heart of relationship governance

Donaldson and O’Toole (2002) argue persuasively that RM cannot stand
alone in the development and governance of productive interorganizational
relationships. It has to go alongside other activity to optimize such relationships.
One of the most significant concepts that the associated field of organiza-
tional strategy can thus offer to such holistic relationship management by PSOs
is that of “relational capital” (RC).

Kale et al. (2000) define RC as

.. . the level of mutual trust, respect and friendship that arises out
of close interaction at the individual level between alliance partners.
(p. 218; our emphasis)

The key insight for PSO managers in this literature is to focus upon the
import of individuals and individual relationships and their interaction with
the organizational level of relationships. Too often it seems that, in the public
administration and management field, relationships are reified to the organ-
izational level alone — the neo-corporatist assumptions of the Voluntary Sector
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Compact in the UK are a good example of this (Osborne and McLaughlin
2002). The RC approach does recognize the import of organizational factors
for effective interorganizational working. However, it also makes explicit
that these organizational factors are dependent upon key relationships at
the individual level (where organizational staff interact with the staff of other
PSOs, policy-makers and service recipients) for this import.

The most recent research from the private-sector research has shown
that 30-70 percent of all private-sector partnerships fail (Duysters et al.
1998; Park and Ungson 2001; Overby 2006) — and that RC is one of the
strongest safeguards against such failure (Morgan and Hunt 1994; Gulati
et al. 2000). Thus, partnerships built upon RC become key strategic
resources of an organization and enable it to gain a competitive advantage
over its rivals not embedded in such partnerships (Kale et al. 2000; Tsai
2000; Sarkar et al. 2001). The key to deriving this advantage lies in the
ways in which the key individuals in organizations learn to manage the
balance between trust and distrust and conflict between their respective
organizations:

A firm derives its competitive strength from its proprietary assets
and will be protective about losing them to alliance partners.
Partnerships are fraught with hidden agendas driven by the oppor-
tunistic desire to access and internalize the partner’s core proprietary
skills. . . . [Relational capital creates] a mutual confidence that no
party to an exchange will exploit others’ vulnerability even if there
is an opportunity to do so. ... [This confidence] arises out of the
social controls that [relational] capital creates.

(Kale et al. 2000: 222)

Finally, the private-sector literature also warns of the “dark side” of RC.
Just as it can strengthen organizational performance, so it can undermine
it, by tying in a firm to an unproductive or damaging relationship or by redu-
cing its openness to new and potentially productive relationships (Parkhe
and Miller 2000; De Weaver et al. 2005). As a consequence, it is essential to
manage the creation, sustenance and impact of RC upon an organization
(Sarkar et al. 2001; Sawhney and Zabin 2001).

Conclusions

This chapter has argued that the practice of marketing in PSOs over recent
decades has been based within a classical model of marketing that has
emphasized both transactional relationships and rivalrous competition. This
has been contrasted both with the current public policy trajectory toward
the governance of complex relationships and with best practice within the
private sector that has emphasized the need for the governance of plural
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relationships in order to perform most effectively in contemporary interorgan-
izational fields. It has argued that the concepts of relationship marketing
and relational capital have significant insights to offer to marketing and
organizational management within PSOs, precisely because they examine the
practice and challenges of interorganizational management and governance
in the plural state. It is not our case that “good marketing” is a substitute
or proxy for “good management”. It certainly is not. But it does have an
important contribution to make to good governance and particularly to the
extent that it can focus attention upon essential strategic decisions about
interorganizational relationships within the plural state.

Two insights are especially important. First, RM and RC offer a frame-
work within which to locate and articulate the position of the marketing
function within PSOs and that emphasizes its strategic rather than its
operational significance. This should help clarify the current confusion and
obfuscation about the positioning of this function. Second, they also offer
a framework for the practice of marketing in PSOs that emphasizes the
challenges of the plural state and some guidelines as to intra- and inter-
organizational management and governance within it. This chapter is a
contribution to commencing a debate about these contributions as part
of the development and critique of the public governance paradigm.

However, an important concluding caveat must be entered here. Almost
all of the theory and evidence underpinning both RM and RC have been
developed from private-sector experience. The task now is to take these insights
to develop a model of relationship management that is more firmly rooted
in public administration and management, and that offers real insight to PSO
managers about the contribution that RM and RC can make to public
services management. It will also need to acknowledge the limitations both
of these conceptual tools and of RM in the real world. No concept or tool
is inherently positive. The limitations and dangers of RM and RC need
to be explored as well as their positive contributions. Becoming too deeply
embedded within a relationship or network can risk being drawn into an unpro-
ductive exchange or precluding the opportunity of developing new and
alternative relationships, as discussed above.

The key task for PSO managers, and with which relationship marketing
can help, is thus to be able to make strategic choices about the extent and
nature of organizational relationships and their import for organizational
performance. Central to this is the place of relational capital in making a
reality of these relationships for staff and managers within PSOs, so that
they can control and govern these relationships rather than be controlled
by them. What the regime of public governance requires, it is suggested, is
a new generation of relational capitalists who are adept not only in the
core skills of their field or industry but also in facilitating, governing and
sustaining the interorganizational relationships that are now at the heart of
public services provision.
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Notes

1 This chapter is a revised version of K. McLaughlin, S. Osborne and C. Chew (2009)
‘Relationship marketing, relational capital and the future of marketing in public
service organization,” in Public Money and Management, 29(1): 35—-42.

2 Public Services Organizations are any organizations from across the governmental,
VCO and business sectors that are involved in the provision of public services.

3 See also, inter alia, Morgan and Hunt 1994; Lorenzoni and Lipparini 1999; and
Gulati et al. 2000.
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LEADING ACROSS FRONTIERS:
HOW VISIONARY LEADERS
INTEGRATE PEOPLE, PROCESSES,
STRUCTURES AND RESOURCES

Barbara C. Crosby, John M. Bryson and Melissa M. Stone

Within collaborations aimed at solving complex public problems, leadership
is clearly important in achieving successful outcomes (Bryson, Crosby and
Stone 2006; Ansell and Gash 2008). We are especially interested in better
understanding how leaders work across sectoral, organizational and cultural
boundaries to bring diverse groups of people together to work out sustain-
able remedies for such problems. We see the leadership practice of these
leaders as integrative — that is, they help organizations integrate people,
processes, structures and resources in semi-permanent ways. Integration is
similar to collaboration, but we think the former term captures more directly
the need for leaders and constituents to move back and forth across bound-
aries and build linking pathways and other commonalities.

This chapter explores the visionary practices of integrative leaders in
a collaborative transportation initiative in the Minneapolis-St Paul region
of the United States (Bryson, Crosby and Stone 2008). The focus is on
visionary leadership practices because they are vital to helping diverse stake-
holders develop a shared understanding of a public problem and potential
solutions, as well as commit to work for new policy regimes (Crosby and
Bryson 2005a). The chapter weaves together three theoretical strands —
leadership, collaboration and cross-boundary work — to supply the basic
fabric of our analysis. To begin, we explain our research design — including
the theoretical strands, definitions and methods. The following section
describes the Urban Partnership program developed in recent years by the
US Department of Transportation (USDOT), and details the successful
effort of a group of Minnesota transportation officials, local governments
and policy advocates to secure one of the major grants (Urban Partner-
ship Agreements or UPAs) awarded through the program. We then offer
findings about how visionary leaders helped diverse stakeholders develop shared
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understandings and commitments that allowed the group successfully to com-
pete for and implement an Urban Partnership project. Finally, we present
lessons and conclusions.

Research design: theory and methodology

In order to understand how leaders exercised visionary leadership in this
case, we draw theoretical strands from several bodies of work: Crosby and
Bryson’s work on how leaders inspire and mobilize diverse constituents
to tackle complex public problems in shared-power environments where
no one is wholly in charge (Crosby and Bryson 2005a, 2005b); Huxham
and Vangen (2005) and their colleagues’ studies of collaboration; and our
own review of the literature on cross-sector collaboration (Bryson, Crosby
and Stone 2006). We also consider the role of boundary objects, boundary
experiences and boundary groups (Carlile 2002, 2004; Feldman et al. 2006;
Kellogg, Orlikowski and Yates 2006; and Bryson, Crosby and Bryson 2009),
and the role of technology (Orlikowski 2000) in facilitating the creation
and maintenance of multi-stakeholder, multi-sector collaborations. (The
attention to technology emerged from our study of the Urban Partnership
case, because computer-assisted “intelligent transportation systems” were
a key component.)

Our initial research on this case was aimed at testing and refining our
cross-sector collaboration framework (Bryson, Crosby and Stone 2006) and
understanding more concretely the factors that affect the success of cross-
sector collaborations. The results of that research are reported in “Colla-
boration in Fighting Traffic Congestion: A Study of Minnesota’s Urban
Partnership Agreement” (Bryson, Crosby and Stone 2008). We explain our
case-development methods after an in-depth consideration of our theoret-
ical fabric.

Theoretical strands

Crosby and Bryson’s Leadership for the Common Good framework is the organ-
izing strand for this study. Strands focusing on cross-sector collaboration
and cross-boundary work are woven in as we seek to illumine leadership aspects
of this particular case of collaborative public problem-solving.

Leadership for the common good

Crosby and Bryson (2005) emphasize the importance of, and intercon-
nections between, visionary, political and ethical leadership practices for
helping diverse stakeholders make sense of a public problem, commit to
doing something about it, obtain needed policy and implementation decisions,
and enforce new shared-power arrangements. These practices are linked
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Figure 12.1 The triple three-dimensional view of power. From Crosby, B. and

Bryson, J. (2005) Leadership for the Common Good, San Francisco:
Jossey-Bass, p. 409

together in a multi-dimensional view of power (Figure 12.1) that highlights
the creation and communication of meaning in formal and informal forums

(the main

practice of visionary leadership), policy-making and implementa-

tion in formal and informal arenas (the main practice of political leadership),
and conflict resolution and normative regulation in formal and informal
courts (the main practice of ethical leadership). Each of the practices has three
dimensions: (1) observable action; (2) the rules, modes, media, methods that
underpin action; and (3) the taken-for-granted, deep social structures of
language and meaning (Crosby and Bryson 2005a; Giddens 1979, 1984).

We argue that, in order to operate effectively in environments in which the
power to resolve a public problem is dispersed among many individuals, groups
and organizations, leaders should direct their attention and energies to
the middle dimension — that is, the rules, media and modes that draw on the
deep structures in the third dimension and shape observable action in the
first dimension. An especially important element of the middle dimension
is the design of formal and informal forums, arenas and courts, the social
settings in which observable action occurs. We argue that, in pursuing the
common good, visionary leaders emphasize the design and use of forums,
political leaders emphasize the design and use of arenas, and ethical leaders
emphasize the design and use of courts.
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Thus, visionary leaders who wish to develop common understanding or
meaning around traffic congestion would focus on the rules, media and modes
that shape communication in formal and informal forums. Perhaps they decide
to hold a workshop highlighting different perspectives on traffic congestion.
They will establish rules to ensure that some people are speaking during
the debate and others are not. They will structure the workshop agenda
and perhaps require that ideas be presented in a certain format. They will
develop an invitation list and strategies for ensuring that certain people are
or are not in the audience. They will use methods that winnow and synthe-
size disparate ideas.

Cross-sector collaboration

In addition to arguing for the necessity of visionary, political and ethical
leadership for remedying complex public problems, we argue that remedy-
ing complex public problems is likely to involve cross-sector collaboration
of some sort (Bryson, Crosby and Stone 2006), and thus leaders will need
an understanding of what fosters successful cross-sector collaboration. Such
collaborations are unlikely to get off the ground unless potential partners
have some agreement on a need or opportunity that requires collaboration
(Mattessich, Murray-Close and Monsey 2001). Collaborations are unlikely
to get very far after that unless partners develop enough trust to continue
working together, find ways to deal with power imbalances, cope with
shifting membership, develop supportive processes and structures, and have
a system of evaluating outcomes and fostering accountability (Winer and Ray
1994; Huxham and Vangen 2005; Bryson, Crosby and Stone 2006).

Our analysis of the literature on cross-sector collaborations indicated
that initial conditions, process and structure, contingencies (such as power)
and accountability mechanisms all have important effects on the formation,
operation and outcomes of these initiatives (Bryson, Crosby and Stone 2006)
(see Figure 12.2). Initial conditions that seemed to contribute to the forma-
tion of collaborations included turbulence in the environment, history of
sector failure, supportive politics, pre-existing formal and informal networks,
and general agreement on a problem or opportunity that would be the focus
of the collaboration. Crucial process components seemed to be methods of
building and exercising leadership, creation of various initial agreements among
collaborating partners, development of the collaboration’s legitimacy, cre-
ation and maintenance of trust, effective conflict management, and planning.
Crucial structural components were governance arrangements, membership
criteria and characteristics, and blend of hierarchy and network. Import-
ant contingencies included power imbalances and competing institutional
logics. We concluded that a measure of cross-sector collaborations’ success
is the extent to which they produce “public value”, a term coined by Mark
Moore (1995) and which we define as fulfilling public purposes, mandates,
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organizational missions and the expectations of the citizenry at reasonable
cost. To construct a reliable picture of collaborations’ outcomes, participants
and analysts will need to rely on an accountability system that tracks inputs,
processes and outcomes; uses a variety of methods for gathering, inter-
preting, and using data; and relies on strong relationships with key political
and professional constituencies.

This chapter focuses on the process components, but also on their inter-
action with initial conditions, structure, contingencies and outcomes. Our
questions specifically are: How do visionary leaders help collaborating
partners from different sectors develop enough of a shared purpose to form
the basis of initial agreements? How do they use planning processes to build
shared understandings and commitments to craft and implement solutions?
How do they use the design of settings (with their partially visible rules) to
create a shared purpose and set of commitments, and to build trust, estab-
lish legitimacy and manage conflict? We think attention to the intermediate
level of power — rules, modes, media and methods — can be very helpful in
answering these questions, but we shall also use insights from the literature
that emphasize the important role of boundary objects, boundary experiences
and boundary groups in helping people connect with perspectives very
different from their own and commit to a new, shared perspective. In this
case, technology also appears to operate at the intermediate level of power
as an integrative underpinning of observable action.

Boundary experiences, objects and groups

Boundary experiences are “shared or joint activities that create a sense of
community and an ability to transcend boundaries among participants”
(Feldman et al. 2006: 94; Feldman and Khademian 2007). UPA was forged
out of the self-conscious design and use of such experiences; it continues, at
least in part, because of them as well. Boundary objects are “physical
objects that enable people to understand other perspectives” (Feldman et al.
2006: 95). Beyond that, boundary objects can facilitate the transformation
of diverse views into shared knowledge and understanding (Carlile 2002;
Kellogg, Orlikowski and Yates 2006). Attention to boundary objects first
developed in a production or manufacturing context, where the objects
often were scale models or mockups, but since then the idea has been
extended to include less material objects. Boundary objects and their devel-
opment help participants make sense of their world, what they may want
to do with it, and why; and, in doing so, the exercise helps participants
connect people, ideas and other kinds of actors into a way forward. Said
differently, boundary objects act as a kind of “transitional object” (Winnicott
1953) or “facilitative device” (de Geus 1988) from here-and-now real possi-
bilities to the there-and-then actualities. Boundary objects may be used to
deal with what Carlile (2004) calls “syntactical” problems, or incompatible
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codes, routines or protocols; “semantic” problems, resulting from differences
in meaning, assumptions or context; or “pragmatic” problems, caused by dif-
fering stakeholder interests that can be resolved only if people alter some of
their existing knowledge or ways of doing things.

Boundary organizations or boundary groups are “collections of actors who
are drawn together from different ways of knowing or bases of experience
for the purpose of coproducing boundary actions” (Feldman et al. 2006: 95).
Examples include cross-boundary networks, taskforces and teams; coordinat-
ing committees; and representative policy-making bodies. Minnesota’s UPA
is perhaps best-understood as a boundary organization; it is mostly a “vir-
tual organization” comprised of many members, including the Minnesota
Department of Transportation (MnDOT), Metro Transit (the regional trans-
portation authority) and the City of Minneapolis, and a host of other
organizations, groups and individuals participate.

Other theoretical threads

Theories about cross-cultural communication also may be important in this case,
since cultures at the state and local level may be quite different from the cul-
ture of federal agencies. (Culture here refers to habitual ways of doing things,
distinctive organizational and institutional rituals, core values, and routines
and logics [Schein 2004].) The cultures of government agencies are likely to
be quite different from those of nonprofits and business. A similar concept,
“competing institutional logics”, appears in organizational theory and neo-
institutional views of the environment to emphasize the deep-seated and often
contradictory norms and views of action embedded in the logics of bureau-
cracy, democracy, markets, and so forth (Friedland and Alford 1991).

Studies of collaboration have paid little attention to the role of com-
puterized information technology in facilitating or hampering cross-sector
collaboration. Orlikowski (2000) has offered a “practice lens” for studying
technology in organizations, and we draw on her insights. Our analysis of
the Minnesota UPA revealed that technology played several important roles:
as its own driving force, as a solution, and as a motivator, facilitator and
positive political force (Bryson, Crosby and Stone 2008).

Case-study methodology

Our extended study of the Minnesota UPA project used a simplified version
of the framework presented in Figure 12.2 to develop the questions we posed
to those closely involved in advocacy, conceptualization and management of
the implementation of the project. We conducted semi-structured interviews
with twenty-six individuals involved in Minnesota’s UPA. In selecting our
sample, we paid careful attention to gaining perspectives from individuals
at multiple levels of government and with varying levels of responsibility
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and authority over the UPA implementation, including federal officials, state
legislators, MnDOT and Metro Transit staff, policy advocates, legislators,
and members of local transportation groups.

The interview protocol included questions related to the interviewee’s
background in the transportation field, the initial conditions leading up
to the UPA collaboration, the structures and processes of decision-making,
and the outcomes and accountability processes involved. A note-taker accom-
panied the interviewer to record the interviewee’s comments verbatim on a
laptop computer, and these notes were then imported into the qualitative
analysis software program QSR NVIVO.

Important to our design and analysis was feedback from key practitioners
in the local transportation field. We convened an Advisory Group comprised
of leaders from each of the primary UPA partnership organizations to pro-
vide feedback on our initial findings and draft reports. Archival newspaper
articles and other publications formed the basis of a secondary data-
collection effort focused on capturing the story of UPA development and
implementation as reported by local newspapers and publications in the
recipient states, with particular emphasis on the legislative and political
processes necessary for successful implementation of the UPA policy.

We developed a thematic coding structure based on our original cross-
sector collaboration paper, input from the Advisory Group, and discussion
among research-team members. The software also allowed us to disaggre-
gate thematic results into categories based on the characteristics of interview
participants, such as their work affiliation and job title.

Background of the Urban Partnership Agreement

Traffic congestion in US metropolitan areas has become an exceedingly com-
plex, or “wicked”, problem in the last four decades. The habitual approach
to solving the problem — building more freeways — increasingly ran into
limitations in the form of citizen protest and competing demands on public
budgets. Plus, when new or expanded freeways or other roads were built they
often did not reduce congestion in the long run. Soon the new lanes were
also clogged with traffic as more people moved into the areas and low-
density development continued to spread outward from city centers. By the
1960s transportation analysts with economics training were beginning to argue
that the only way actually to reduce traffic congestion was to price the use
of the roads during peak hours of use. Referring to the laws of supply and
demand, they argued that demand would go down if drivers had to pay for
access. The analysts argued that some drivers would pay the fee, but others
would take alternative, uncongested routes, vary their driving time, take
the bus, or stay at home. By the 1990s, policy entrepreneurs were imagining
integrated transportation systems that relied on congestion pricing, transit,
a variety of advanced technologies, and telecommuting.
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From the 1960s through the 1990s, the idea of using pricing to manage
traffic congestion had difficulty getting off the ground. Feasibility studies and
a few pilot projects were tried, but elected officials and citizens generally were
not convinced that the approach would work. Citizens also objected to pay-
ing a fee for facilities they felt they had already funded through their taxes.
By the late 1990s, however, congestion was getting even worse in many urban
areas, and a greater number of public officials were realizing that they could
not build their way out of the problem.

Within USDOT during the George W. Bush Administration, Tyler Duvall,
assistant secretary for transportation policy, began working with a few other
top transportation officials to move from researching congestion pricing
to mounting larger-scale demonstrations. One of his key allies was Mary Peters,
the then administrator of the Federal Highway Administration, but there
were a number of others in the department, including Patrick DeCorla-Souza,
who was a long-time advocate of congestion pricing. Duvall tried to con-
vince USDOT Secretary Norm Mineta to make congestion pricing a federal
priority. Initially, Mineta was skeptical but after a top-level strategy meet-
ing in 2006 agreed to make the shift, and congestion pricing was included
in the department’s 2006 Strategy Statement. Duvall, Peters, David Horner
(the chief counsel of the Federal Transit Authority) and others then began
designing a demonstration project to channel funding to major metropolitan
areas that would tackle congestion with a set of complementary strategies
called “the four Ts”: transit, technology, tolling and telecommuting. The
designers thought that integrating the four strategies would provide the big-
gest payoff in terms of congestion pricing. They were able to secure about
$120 million in departmental discretionary funds to put into what became
known as the Urban Partnership project, which was designed to demonstrate
whether congestion pricing had a clear positive impact. The plan was to
create a competitive request for proposal (RFP) process that would result
in approval of a few highly promising projects.

Soon, however, a much larger amount of money became available when
Congress suspended its usual practice of allowing members to earmark
transportation funds. As a result, the pot for the project eventually grew
to $1.1 billion. In addition, Mary Peters became US Secretary of Trans-
portation, allowing her to champion the program from the top position in
the department.

In Minnesota, congestion pricing advocates, state and local officials, and
transit supporters began discussing participation in the Urban Partner-
ship program, officially announced at the end of 2006. Minnesota, after all,
was the site of one of the country’s most successful congestion-pricing
experiments, in the form of the MnPass project on highway -394 — an
Intelligent Transportation System (ITS) application of dynamic pricing to
a segment of 1-394 in the western part of the Minneapolis-St Paul metro-
politan region.
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Minnesota Department of Transportation (MnDOT) officials decided,
after some initial reluctance, to submit a proposal for an Urban Partnership
grant in collaboration with the Metropolitan Council, which operates the
bus transit system (Metro Transit) for the Minneapolis-St Paul region. Soon
after, the Citizens League (a nonprofit public-policy study group focusing
on Minneapolis-St Paul), the University of Minnesota’s Center for Trans-
portation Studies, and the State and Local Policy Program at the university’s
Humphrey Institute featured the Urban Partnership program at their Road
Pricing Summit on 1 February 2007. It was here that Rick Arnebeck from
MnDOT announced that the department would seek a UPA grant. Tyler Duvall
also spoke at the summit.

MnDOT project leaders assembled an interagency Steering Committee to
oversee the proposal development process. In addition to individuals from
MnDOT and the Metropolitan Council, the committee over time grew to
include local officials from highly congested traffic corridors, county officials,
and University of Minnesota experts. MnDOT hired SRF Consulting Group
to prepare the actual grant proposal. John Doan of SRF played a key
role in the drafting process; he was a former MnDOT employee who had
worked on congestion pricing while there.

Since the proposal was due at the end of April, the Steering Committee
members knew that they had to obtain agreement among numerous state
and local parties about the main components of the proposal. For example:
In which locations would congestion pricing be applied? What form would
it take? What would be the implications for bus services and routing? What
technological innovations would be emphasized? What role would tele-
commuting play?

The committee organized a half-day workshop in March and several sub-
sequent meetings to help numerous stakeholders consider possible answers
to these questions and develop a consensus about what should be included
in the proposal. Additionally, project supporters worked behind the scenes
to make sure that powerful legislators, the governor and the lieutenant-
governor would support the form of tolling that would be included in the
Minnesota UPA proposal.

At times, project advocates worried that disagreements about proposal
components would sink the effort, but eventually the Steering Committee
and outside advocates obtained enough consensus and compromise to be
able to submit a strong proposal, focusing on the I-35W corridor south of
Minneapolis and on downtown Minneapolis bus routes that linked to the
corridor. Minnesota’s proposal was selected as one of the nine semi-finalists
announced by USDOT in June. The semi-finalists then were invited to pre-
sent their plans to USDOT, and in August the nine were winnowed to five
finalists — Minneapolis, Seattle, New York, San Francisco and Miami. (In
the spring of 2008, New York would drop out, and Los Angeles and Chicago
would be added.)
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The total UPA grant to Minnesota was $133.3 million to be matched with
$55.2 million in funds from the state legislature and Metropolitan Council.
In addition to approving the match, state legislators would also have to approve
tolling authority for the I-35W corridor. The UPA partners had approximately
one year to assemble all components of the implementation plan.

Once Minnesota was chosen as a finalist, the UPA Steering Committee
went into implementation mode. It became a smaller, more operations-
oriented group, and MnDOT put Nick Thompson, operations manager, in
charge of day-to-day oversight of the operational aspects of the project. At
the same time, the Metropolitan Council transit officials and local govern-
ment partners began working on their pieces of the project, while legislators
and MnDOT senior officials worked on legislative strategy. Ultimately,
the 2008 session of the Minnesota Legislature approved the required state
matching funds as well as needed MnDOT authority for implementing
the UPA.

How sponsors and champions exercised visionary
leadership in the UPA case

Two main types of leaders — sponsors and champions — seem necessary for
carrying out successful collaborative efforts to tackle public problems (Crosby
and Bryson 2005a). Sponsors bring formal authority, financial resources and
legitimacy to the endeavors. Champions typically bring tireless commitment,
networking skills and often significant informal authority. They are willing
to take risks in the service of potential payoff. They understand the policy-
change process and take a long view. In this case, federal-level champions
and sponsors worked together to construct the Urban Partnership program,
and state and local champions and sponsors put together Minnesota’s
successful campaign to obtain and implement a UPA. Among the federal
leaders, Mary Peters was initially a champion and became a sponsor. Tyler
Duvall, Patrick DeCorla-Souza and David Horner were champions. In
Minnesota, champions included Lee Munnich, Adeel Lari, Bob DeBoer,
members of the [-35W Solutions Alliance (consisting of local officials in
the 35W corridor) and a MnDOT middle manager. Senior executives at
MnDOT and Metro Transit were important sponsors.

Our analysis focuses on how these champions and sponsors exercised vision-
ary leadership in a way that integrated stakeholders, processes, structures
and resources from different sectors and governmental levels to tackle a
shared problem. As noted earlier, visionary leaders do the crucial work of
helping constituents make sense of a public problem and commit to doing
something about it. As these leaders assemble collaborations, they focus
on developing agreement on the collaboration’s purpose or mission, and
securing commitment to producing and implementing strategies for carry-
ing it out. In carrying out this work, visionary leaders emphasize the social
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practice of creating and communicating shared meaning in formal and
informal forums.

Visionary leadership comprises three main tasks: interpreting the need
or opportunity and giving direction about how to respond to it, offering
compelling visions of the future, and adeptly designing and using formal and
informal forums. Let us now consider the processes by which sponsors
and champions in this case carried out those tasks in ways that integrated
different government units and levels and government and nongovernment
partners.

Seizing opportunities to provide interpretation and direction

Visionary leaders help make public problems real through a problem-
definition process: they make social needs and opportunities visible, detail
their causes and consequences, and frame them in ways that appeal to diverse
stakeholders. They also engage in solution-seeking processes, chiefly eliciting
and championing new ideas for dealing with the problems.

Making societal needs or opportunities visible

In this case, existence of the problem of urban traffic congestion was fairly
widely known. Highway-users experienced the problem daily, government
officials fielded complaints about it, academic and government reports detailed
its pervasiveness and costs, and public-opinion surveys often put it high on
the list of citizen concerns (Metropolitan Council 2007).

Detailing causes and consequences

Citizens and analysts alike tend to agree that a major factor in urban
traffic congestion is too much reliance on cars and (possibly) highways and
land-use patterns, especially urban sprawl. This discussion has been going
on for decades.

In the interviews conducted for our UPA study, analysts at the federal
level also pointed to the existence of federal transportation programs (and
funding) in separate silos, marked “highways”, “buses”, “intelligent trans-
portation systems” and “non-motorized transport”. Analysts also realized
that these arrangements provided little incentive for state and local trans-
portation agencies and decision-makers to coordinate their work. Compre-
hensive and coordinated planning to ease a multi-faceted problem like
congestion was difficult indeed. A more behind-the-scenes concern within
USDOT was that federal highway programs in particular were not focused
and data-driven.

The at-least-partially-shared problem diagnosis lowered barriers among
prospective UPA partners in Minnesota. All agreed that urban congestion
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was bad and getting worse. They did focus on different parts of the prob-
lem: legislators tended to see the congestion located in their districts; the
[-35W Solutions Alliance was fighting against congestion in a particular
highway corridor. The Minnesota partners had enough agreement on the
problem and the shared mission of remedying it that they could work
together, in keeping with Huxham’s finding that collaborations can proceed
without complete agreement on aims (Huxham 2003).

Framing the problem and solutions

Stakeholders, including the general public, generally agreed that traffic
congestion was a public problem and that therefore government has some
responsibility for doing something about it. Government reports, citizen
surveys, media accounts and scholarly reports portrayed traffic congestion
as a public bad because of widespread and multiple harmful effects: pollu-
tion, personal stress, economic toll. An example would be the Critical Issues
in Transportation report published by the Transportation Research Board
(2007), a division of the nonprofit National Research Council.

As noted above, federal transportation analysts and other anti-congestion
campaigners had begun to argue that congestion was a complex problem
that required comprehensive integrated solutions. A fragmented approach
was characterized as failure-prone, and an integrated approach was deemed
potentially very effective. The integrative frame was expressed in the linking
of the “4 Ts” (tolling, transit, technology and telecommuting) in the grant
application process and public proclamations about it.

Money also helped convey the idea of an integrated system across bound-
aries. In the Road Pricing Summit sponsored by the Citizens League and in
follow-up informal conversations, people who were not necessarily attracted
to pricing or the 4-T idea did respond to the lure of major federal funding.
The funding conveyed a sense of legitimacy (federal officials are willing to
put big money behind this idea) and it also promised significant impact. This
promise helped motivate potential partners to begin thinking how to align
their goals and favored projects with what federal officials were proposing.
It also helped overcome resistance from transportation-planners concerned
about the possible need to rethink projects already underway. Additionally,
Minnesota partners needed incentives to accept the risk that they would sink
time and effort into something (the UPA grant application) that might not
succeed. In other words, the large size of the grant was a powerful induce-
ment (Stone 2002). Perhaps the use of the word partnership had positive impact
in that it conveyed a sense that federal officials were willing to let state and
local applicants come up with program specifics and that they would stay
involved as the projects went forward.

Additionally, what might be called a transportation corridor frame
had become a familiar way of thinking about transportation projects —
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transportation planners and policy-makers had begun to think beyond
rebuilding a highway or establishing a bus route, to considering the ways
various modes of travel operated together in a corridor that included at
least one major traffic route and feeder routes. The corridor idea helped link
together modes and stakeholders along the corridor.

The prospect of integrating advanced technology throughout the project
helped stakeholders see the UPA as an exciting opportunity to innovate.
As one interviewee stated, people are attracted by the possibility of being
innovators, because “[i]t’s exciting to implement new technology”. Another
added that an incentive for MnDOT was “another opportunity to be
cutting edge”. The UPA was therefore a technology-assisted motivating or
attractor force (Allen and Cherrey 2000).

A sticking point was the framing of tolling as a “public bad”. The very
word “tolling” has a negative connotation for many citizens. They object to
paying tolls for something they see as a public good. They argue: “I've paid
for the highway with my taxes. Why should I pay again?” The supporters
of “tolling” or “pricing” in this case tried to replace this negative frame
with a positive “public good” frame. Tax dollars, they suggested, simply
guarantee that highways are universally available on demand as long as their
capacity is not exceeded. After that users might legitimately pay a price for
access to free-flowing lanes. Moreover, thanks to transponder technology,
that price can be carefully calibrated to respond to high demand or peak
periods. In effect, free flow becomes worth more when more people want
it. The label “dynamic pricing” captured this argument.

Pricing advocates still had to overcome the perception that charging
for the use of one or more lanes was taking those lanes away or subtract-
ing capacity from the system. They countered that pricing actually increased
the numbers of cars that a highway can accommodate. This argument is some-
what less straightforward than the argument for pricing. One advocate used
the analogy of pouring rice into an hourglass: that is, if many grains of rice
are poured rapidly into an hourglass they will soon overwhelm the capacity
of the narrow neck, and almost no grains will get through after a certain
point in time. Yet if the rate of entry is slowed enough, which presumably
pricing would do, all the grains will get through. Advocates quite literally
did this; in other words, they used the rice and hourglass as a boundary object
to facilitate shared knowledge and understanding. Demonstration projects
— such as MnPass on 1-394, and the Stockholm and London experiences —
that show the beneficial effects of pricing were also crucial for making this
less-than-intuitive argument stick.

Championing new ideas for dealing with the problems
Congestion pricing was a relatively new idea for some stakeholders. The effec-

tiveness of its use outside the US and in a few places inside the US helped

213



GOVERNANCE AND INTERORGANIZATIONAL PARTNERSHIPS

champions make their case to different stakeholder groups. Effectiveness
or efficiency arguments appeal across sectors and government levels. The
idea of integration seemed to help as well. Supporters of telecommuting, bus
rapid transit, congestion pricing and “intelligent systems” could all see how
their favored part of the congestion solution could be advanced but also
enhanced by being meshed with other solutions within the UPA program.
Making funding contingent on an integrated UPA grant application was a
means that federal transportation officials used to ensure that this idea would
have traction. The federal designers of the UPA program also built in fund-
ing and mandates for evaluation so that the program appealed to rational
planning advocates.

Federal and state champions had gotten their tolling idea fully developed
in preparation for the policy window (Kingdon 1995) that opened when traffic
congestion emerged as a priority transportation-policy focus in the final
two years of the Bush administration, and the transportation secretary picked
up substantial discretionary funding because of the impasse over earmark-
ing. They instituted a competitive process that required complementary,
silo-busting strategies and “forced creative thinking”, as one interviewee said.
They even took a bit of comfort from any resistance they encountered — they
interpreted it as a sign of innovativeness. Meanwhile, the RFP, competitive
grant process was a well-known routine for most players. So it fitted within
their normal frames of reference.

Perhaps in their enthusiasm for alliteration, the federal policy entre-
preneurs slipped up. In Minnesota, tolling raised the hackles of the governor,
many legislators, and citizens. Paying to use a road already paid for by taxes
seemed anathema to them. Indeed, any tolling on Minnesota highways had
to be expressly permitted by the state legislature. Arguments that conges-
tion pricing added capacity were not enough to win the governor’s support.
To win him over, the assemblers of Minnesota’s UPA application had to
apply dynamic pricing to a shoulder lane, so that existing lanes were not
“taken away” by tolling. Now the shoulder lane idea is being considered
in other states. Meanwhile, USDOT decision-makers had to be willing to
move away from their desire to price existing lanes, if they were to approve
the Minnesota application. They ultimately selected Minnesota as a UPA
finalist because transportation agencies in the state had a reputation for
competence, plus success with congestion pricing, and thus federal officials
viewed them as legitimate and trustworthy partners.

Technological advances made “dynamic pricing” possible as a solution
to traffic congestion and allowed motorists to use transponders rather than
toll booths to pay. According to one interviewee, technology allows “road
pricing without significant transaction costs”. He also noted that technology
improves transit services because it allows “buses to travel with shorter
headways” and makes transit service more predictable and reliable by, for
example, providing “real-time” traveler information. All of this enhances the
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attractiveness of Bus Rapid Transit (BRT) and “thereby creates a virtuous
cycle for transit — the more appeal, the more demand for it, the greater the
frequency with which it’s provided, the better the economies of scale, the
lower the cost per traveler [and therefore the more demand for it]”.

Offering compelling visions of the future

Sponsors and champions engage in translation and construction processes
as they attempt to make an alternative future “real” in the minds of con-
stituents. To be persuasive, they must translate abstract ideas like congestion
pricing into accessible and appealing words and imagery that can provide a
clear pathway from current conditions to a desirable future. Elements of the
path and the future state must be constructed or woven together in a plaus-
ible and compelling way. In this case, the vision communicated explicitly
and implicitly by sponsors and champions of the UPA program included
smooth-flowing highways on which substantial numbers of vehicles use
transponders to take advantage of priced lanes, technologically sophisticated
side-boarding buses operate a lot like light rail trains, commuters con-
tinually are fed up-to-date information about travel times, park-and-ride
facilities are available, new commercial and residential development springs
up around bus hubs, and more people use the Internet to work from home
or hook up to carpools. The vision was communicated through verbal
imagery, cross-boundary objects (like the RFP, drawings, maps and reports)
and groups (like Minnesota’s UPA Steering Committee) that made it
potentially real and thus believable. This may be where trust comes in —
perhaps visionary leaders foster shared interpretation of others’ motives,
competencies and commitments.

Designing and using formal and informal forums

Structure and process come together in the design and use of formal and
informal forums, the settings in which leaders and constituents engage in the
dialogue, discussion and debate that may result in shared understandings
of public problems and solutions — in this case, urban traffic congestion and
integrated arrangements of transit, tolling, technology and telecommuting.
UPA sponsors and champions put together a number of cross-boundary
forums at the national, state, regional and local levels. For example, in January
2006 about eighty leaders of transportation agencies that comprise USDOT
participated in an offsite planning retreat, where they identified metro-
politan highway congestion as the nation’s biggest transportation problem
deserving priority. An urban congestion working group was formed to come
up with an action plan in sixty days. In these high-level forums, an eco-
nomics/pricing frame was defensible because congestion-pricing initiatives
had succeeded in the US and abroad and because other solutions clearly were
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not having much effect. What emerged from these forums was the vision
of an integrated system, branded with the “4 Ts” label. The “4 T label was
itself a kind of boundary object, or at least a summary term that carried
somewhat shared meaning across audiences.

Once the UPA program was defined, federal and local champions used
follow-up forums to alert potential applicants to the program’s existence
and its potential to provide significant remedies for the problem. Bridging
across the boundaries between national and local was facilitated by the
existence of individuals and groups in the Minneapolis-St Paul area who had
participated in national transportation forums, supported and publicized
Minnesota’s successful MnPass program, and shared the economics pricing
frame. Some had worked together on corridor projects. Some MTA and
MnDOT employees had collaborated as partners in a group called Team
Transit. Several interviewees pointed to the pre-existing relationships among
stakeholders as being a key contributor to their willingness to get involved
in shaping the UPA. This finding reinforced our previous study (Bryson, Crosby
and Stone 2006) indicating that pre-existing networks and relationships
were an important initial condition affecting the formation of cross-sector
collaborations.

Stakeholder forums convened during Minnesota’s application process
included disparate groups, and facilitators used methods designed to foster
inclusion and balance power. The I-35W Solutions Alliance was powerful in
these settings because members had their act together. A sense of urgency
was supplied by the short timelines that USDOT had imposed for sub-
mitting Urban Partnership applications. Agreements from these forums and
Steering Committee meetings solidified into the actual grant application.

Forums may be thought of as structures that mediate between deep social
structures such as language and observable action such as the debate and
discussion that occurs in a workshop. Forums convened as part of a cross-
sector collaboration are shaped by and also facilitate collaborative processes
to carry out the work of the collaboration. They can be boundary experi-
ences, produce boundary objects and often result in formation of boundary
groups, such as taskforces and steering committees. Recalling the syntactical,
semantic and pragmatic functions of boundary objects, we conclude that
syntax was not much of an issue in this case, since most of the partners,
regardless of their government level or sector, spoke “transportation-ese”.
They did have semantic differences — for example, over tolling or intermodal
approaches. They had to work out what integration across modes meant.
They had to grapple with how much change would be needed if different
professional groups associated with different modes had to work together.
Pragmatics would require building a coalition, and boundary objects could
be something around which people could coalesce and make their own
meaning and align their interests. The proposal that was submitted and won
contained all of these elements. Supporters quite literally had to agree on

216



LEADING ACROSS FRONTIERS

the syntax in the proposal; they had to agree on what the words meant; and
the proposal itself represented a shared agreement or treaty that reconciled
interests and committed the signers to alter some of what they knew and
how they would do things.

Another important boundary object was the USDOT request for proposal
(RFP), eliciting applications for the UPA program. The RFP was a bound-
ary object that conveyed meaning from federal officials to state and local
applicants. The RFP addressed the syntactical, semantic and pragmatic
problems inside USDOT, and then presented applicants with the need to solve
the same problems in their proposals, which the Minnesota proposal did, as
did the final agreement between Minnesota and USDOT. Understanding the
proposal and RFP as boundary objects adds to our previous finding that forg-
ing sound initial agreements is an important process element in cross-sector
collaborations (Crosby and Bryson 2005a; Bryson, Crosby and Stone 2006).

Planners of stakeholder forums during the formulation of Minnesota’s UPA
application used what Lee Munnich calls a “grasstops” approach. They invited
stakeholders from local governments, state agencies, regional government
agencies, academic programs and nonprofit advocates. They did not extend
their invitation to the grassroots — commuters or residents surrounding
candidate corridors. This approach, used successfully in planning for MnPass,
kept disagreements among stakeholder groups from expanding much beyond
the forums themselves. It also was probably appropriate for the tight time-
line that UPA applicants had for obtaining consensus among key stakeholders
about the contours of the proposed project. A more problematic result is
that UPA implementers will need to invest time and effort in selling their
vision to the wider population expected to use the new integrated system.

Communications technology provided important, though less visible,
cross-boundary forums. Telephone conversations obviously were important;
but one interviewee also noted that, without email and the ability to include
attachments, the proposal could not have been done on time. From this per-
spective, the Internet and email also may be seen as media for assembling
and revising boundary objects.

Using political leadership on behalf of the vision

As noted earlier, political leadership — the making and implementing of
policy decisions in formal and informal arenas — is a necessary concomitant
of visionary leadership aimed at tackling complex public problems. The
most important process is building a sustainable coalition that can convince
decision-makers to approve proposed policies and that can protect them
during implementation. Structure and process come together in the design
and use of arenas, the settings in which policy advocates vie with each other
to obtain desired decisions from executive, legislative and administrative
decision-makers. In this case, several champions helped organize the necessary

217



GOVERNANCE AND INTERORGANIZATIONAL PARTNERSHIPS

coalition by crossing political boundaries at the state level to obtain high-
level support for the Urban Partnership process. Because MnDOT and the
Met Council decision-makers were not fully on board, champions from
the university and the Citizens League met with these people to stress the
opportunity represented by the Urban Partnership program. They did the
same with key legislators. The legislators, in turn, helped MnDOT and Met
Council change their minds by threatening to submit an Urban Partnership
proposal if MnDOT and Met Council did not. Later the university and Citizens
League champions controversially transgressed normal decision-making
paths by putting pressure on the governor to support the emerging contours
of the Minnesota application. Ultimately, the governor and his lieutenant-
governor (who also was transportation commissioner) became sponsors
once they were assured that congestion pricing would only be applied to exist-
ing high-occupancy-vehicle (HOV) lanes and shoulders. The successful
Minnesota grant application thus was backed by a coalition of congestion-
fighting advocates from the academic and nonprofit sectors, along with state,
regional and local officials and transportation planners. The Minnesota
coalition remained largely intact after federal officials approved its UPA
project, though some initially supportive legislators began to grumble that
they were not kept fully informed as the Steering Committee proceeded with
planning the multiple projects that composed the agreement.

Extensive coalition-building also occurred at the federal level, where pric-
ing advocates like Duvall and DeCorla-Souza convinced top administrators
to put their clout behind the approach. US Transportation Secretary Peters
persuaded White House staff that the Urban Partnership program was a good
idea. Horner ensured that needed administrative decisions were aligned
within various USDOT areas and that the program was protected from
attack in formal courts. The federal sponsors and champions recognized that
the next president could go back to a siloed approach, so they reached
out to governors in order to build political support at the state level that
would outlast the Bush administration. They reported that some states not
included in UPA adopted the “4 T” approach; they believe that it may be
“reaching critical mass in the states”. They are trying to get the integrated
multimodal approach included in next federal surface transportation re-
authorization bill.

During the first year after federal officials approved Minnesota’s UPA
project, the state legislature became the most important arena, because the
legislature had to approve the $55.2 million in matching funds as well as
authority to impose dynamic pricing on project roadways. Here a key sup-
porter was the chair of the Minnesota Senate transportation committee, who
emphasized the safety benefits of reducing congestion and helped convince
skeptical legislators that the program was worthwhile even if it did not directly
improve transportation in their districts.
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Lessons

Analysis of integrative visionary leadership in the case of Minnesota’s
Urban Partnership Agreement produces several lessons for those who aspire
to practice integrative leadership.

1.

10.

I1.

12.

Enough shared agreement about a problem permits diverse stake-
holders to collaborate on remedying it, but diverse frames are still likely
to need reconciling.

Academic champions are important. They have access to expertise
outside government agencies and can be somewhat neutral conveners
and analysts who have more freedom to espouse good, evidence-based
ideas.

. A well-defined competition is an effective way to elicit good ideas that

accomplish the organizers’ goals.

A competitive process that promotes flexibility and local adaptation within
an overall strategic framework makes collaboration or partnership more
attractive to the local partners.

. Advanced technology can be an important solution component but

also a magnet for participation.
Substantial funding provides a strong incentive and may provide
legitimacy.

. The prospect of having substantial impact may help partners sign on

despite substantial risk.

. Solution ideas should be well developed so they are ready for prime time

when a window of opportunity opens.

Integrative leaders may be wise to link a vision for change to what stake-
holders already want or intend to do. They should consider integrating
collaborative structures and major system innovation with regular
routines and decision-making channels, so that the changes are not
interpreted as renegade endeavors. They are likely to need to blend
collaboration and hierarchy.

Cross-boundary forums are crucial. Leaders can take advantage of
existing ones to push ideas and create new ones to develop shared
understanding of a problem and potential solutions as well as commit-
ment to agreed-upon actions.

The production of boundary objects and agreement on the structure of
needed cross-boundary groups and organizations seem to be important
outcomes of cross-boundary forums.

A grasstops approach has advantages for developing solutions to
complex public problems, but at some point leaders will have to focus
on developing needed shared understandings and commitments at the
grassroots, too.
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Conclusions

In keeping with our prior research, we identified a number of sponsors and
champions who provided essential visionary leadership in crafting a so-far-
successful collaboration to remedy a complex public problem. Their partially
shared agreement on the nature of the problem and its causes helped bridge
differences among stakeholders from different levels of government and non-
governmental organizations. They did apply a variety of competing frames
to potential problem solutions. The integrative frame pushed by the federal
advocates ultimately dominated because it was backed up by substantial fund-
ing and a promise of substantial impact, and because it offered ways for
regional and local stakeholders to see how their pre-existing projects might
fit within it. The technology requirement made the Urban Partnership pro-
gram exciting to potential partners. Still the Minnesota Urban Partnership
application might have foundered if pricing advocates had not succeeded in
winning over the governor with a combination of using high-occupancy and
shoulder lanes to meet the tolling requirement and if federal officials had
not been flexible enough to allow this despite its being an “impure” form of
congestion-pricing.

This case underscores important ways that visionary leaders can cham-
pion new and improved ideas for dealing with a public problem. Tying the
ideas to effectiveness and efficiency arguments appealed across stakeholder
divisions. The competitive RFP process and demonstration projects were
especially effective in ensuring that the best ideas surfaced and accomplished
what the initiators hoped they would.

The analysis of this case reveals the usefulness of understanding the role
of forums in cross-boundary integration. We expect that viewing them as
boundary experiences that produce boundary objects and groups and organiza-
tions may be a helpful perspective for integrative leaders. Our study of the
Minnesota UPA collaboration highlights the importance of particular kinds
of objects central to the process. These material artifacts have functioned as
“boundary objects” (Carlile 2002, 2004; Kellogg, Orlikowski and Yates 2006).
Of particular importance in the UPA case was the creation and use of bound-
ary objects in the form of various proposals, agreements, maps and timelines
by key stakeholders. These objects and the process of creating them were
crucial to developing shared understandings, and the coalition needed to move
forward. The role of boundary objects thus clearly merits further investigation.

Technology was a source of innovation via its enabling of congestion-
pricing and telecommuting. Intelligent systems linked elements of the vision
together. Technology was an exciter that appealed to people across govern-
mental levels and across sectors. Technology was a facilitator in allowing
disparate groups to use a common medium to assemble and revise bound-
ary objects. We also conclude that further study of the role of technology
in facilitating or hampering leadership across boundaries is merited.
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PUBLIC GOVERNANCE AND THE
THIRD SECTOR: OPPORTUNITIES
FOR CO-PRODUCTION
AND INNOVATION?

Victor Pestoff and Taco Brandsen

1. Introduction

In the opening chapter to this volume, Stephen Osborne presents an editorial
overview of developments from New Public Management to the emergence
of New Public Governance. He notes the increasingly interorganizational nature
of public management in a clearly plural and pluralist world, where the
number of actors involved in policy formulation and implementation have
grown dramatically. This chapter will focus on one type of actor: the third
sector. Is it good to involve the third sector in public governance? Argu-
ments and counter-arguments are often based on normative assumptions
rather than on empirical evidence, which remains fragmented and thin on
the ground. The literature mentions several specific qualities or contributions
that third-sector organizations could theoretically have, as compared to
state or commercial organizations. We shall here explore the nature of those
potential contributions.

The issue is especially relevant at a time when many countries in Europe
have been searching for new ways in which to include the third sector in the
provision and governance of social services. Of course, state—third-sector
collaboration is not a new phenomenon and goes back a long way. What
we now call the “third sector” provided public services before the state ever
did, and in many countries its involvement in the welfare state dates back
as far as the nineteenth century. Public governance implies that multiple par-
ties are involved in the delivery of healthcare, care of the elderly, education,
housing, welfare, safety and other public goods. Recent decades have been
marked by a rearrangement of the relationships between the state and third-
sector organizations that supply public goods and services like education,
housing, healthcare and community services. New third-sector organizations
have been drawn into public service provision; in other words, there has been
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an increase in co-management between third sector and state. In addition,
those third-sector organizations already in the public services have faced
the challenges of quasi-marketization and/or performance measurement.
Long-term relationships based on trust have been replaced by short-term,
contract-based relationships, changing the nature of the government-third-
sector partnership.

At a general level, the reasons for involving the third sector in public
service delivery are similar throughout Europe. First is the challenge of an
aging population, second is the growing democracy deficit at all levels — local,
regional, national and European — and third is the semi-permanent auster-
ity in public finances. In any given EU member state, the reasons will vary
and may be more specific. However, taken together, they imply a major
legitimacy crisis for the public sector as a provider of welfare services. It is
in this context that the third sector came back into the spotlight as a provider
of public services in welfare states where it traditionally did not have a major
role; in those where it did, its role has been changing. As a result, third-
sector research has become increasingly intertwined with public management
research, witnessed by various publications on the topic in the relevant
journals and book series.

Another reason for the surge of interest in the third sector, paradoxically,
is questions over its distinctiveness. The third sector comes under various
other names, such as the voluntary sector, the (private) nonprofit sector, the
social economy, civil society, all with slightly different defining character-
istics and with a large degree of overlap. When we here refer to the third
sector, we include all those groups and organizations grouped under other
labels, accepting that it is a “loose and baggy monster” (Kendall and Knapp
1995) without trying to cage it in. This has not deterred politicians from
various backgrounds from embracing the sector as one of the cures for the
welfare state’s ills. Yet the third sector is (in the context of public services)
increasingly hard to get into focus. As a result of its involvement in public
service delivery, and the contracting out and performance measurement
that followed it, the traditional boundaries between market, state and third
sector have been breaking down to the point where a class of indeterminate
organizational hybrids has emerged (Evers 2005; Brandsen et al. 2005). It
means that the third-sector organizations have taken on more character-
istics of state organizations (e.g. in terms of formalization) and of market
organizations (e.g. maximizing their income, but without maximizing their
profit). Although no organization can be regarded as “pure”, many organ-
izations now reach the point where the ideal types — state, market or third
sector — no longer help us truly to understand them.'

Within this context, we shall explore what role the third sector can play
in the public services. None of these roles is exclusive to the third sector,
and there are good grounds to challenge whether it has a specific contribu-
tion to make — indeed, whether the third-sector concept is truly useful. This
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chapter will argue that, if we are to judge the distinct contribution of the
third sector to service delivery, an analysis should take account of the insti-
tutional framework within which it operates. Blanket statements on the specific
nature of the third sector tend to be simplistic, and this is why further
comparative work is needed. In the current chapter, we shall lay out some
basic concepts along which a comparative analysis could be organized.

In the next section, we shall discuss the state of the art in research on this
topic and conclude that there are two possible benefits of third-sector involve-
ment in public service delivery. We examine the first in section 3, exploring
the concept of co-production and its potential to democratize service delivery.
In section 4 we go on to describe the potential contribution of the third
sector, which is as a generator of innovation within the structure of service
provision. In both cases we shall illustrate our point with empirical evidence,
though we should emphasize that we do not claim to present a comprehen-
sive literature review. The chapter ends with suggestions for future research.

2. The different roles of the third sector

2.1. The state of the art

Various theoretical traditions have addressed the role of the third sector in
public service delivery, each with its own strengths and drawbacks. We shall
here briefly describe the three main traditions: third-sector research, public
management research and comparative welfare state research, including
references to some key literature on the topic.

What is called “third-sector research” is a very mixed bag. Assumptions
and theories about the specific strengths of third-sector organizations in rela-
tion to service delivery have been manifold. They generally concern four roles:
(a) in community integration; (b) in giving the respective groups a voice;
(¢) in pioneering innovations in service provision that address groups, situ-
ations and/or needs neglected by states and markets; (d) their complementary
role in enhancing the qualities of established public services (Zimmer and
Stecker 2004; Evers and Laville 2004; Nyssens et al. 2006). Past research
has demonstrated convincingly at the macro-level that state—third-sector
relationships may benefit both sides (Gidron et al. 1992; Salamon 1995), and
there is now a diverse body of theory on the topic (Smith and Grenbjerg
2006). There is also a good working knowledge on specific issues of third-
sector management, such as the management of volunteers and board
composition (Cornforth 2003). However, third-sector research has been less
successful in demonstrating that, within these arrangements, the distinctive
strengths of the third sector have really been addressed. Has its output
differed qualitatively from that of other types of organizations?

Research in public management has by now examined quite extensively
how service delivery by non-governmental organizations is organized and how
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this affects the nature of the relationships. For example, there is work on
the effects of national compacts, the effects of contracting out services, and
the role of these organizations in networks of service provision (Brandsen
2004; Osborne 2008). There has also been much attention to specific issues
of concern to public management within the context of third-sector involve-
ment, such as accountability (Kumar 2003), innovation (Osborne et al. 2008)
and partnership (Carmel and Harlock 2008). This literature has been useful
in clarifying the dynamics of government—third-sector relationships, with more
attention to processes at the meso- and micro-level. Yet, as in third-sector
research, only some of it has been explicitly comparative (e.g. Bode 2008),
between sectors and/or between welfare systems, which makes general state-
ments on the functions of the third sector rather tricky.

Mainstream welfare-state research has for the past decades largely ignored
the third sector, as it has come to be dominated by the concept of welfare
regimes (Kuhnle and Selle 1992). This has been beneficial in encouraging com-
parative research, but the third sector was left out of the original typologies
formulated by Titmuss that were subsequently revised by Esping-Andersen
(cf. Titmuss 1974; Esping-Andersen 1990). The Esping-Andersen typology
distinguished liberal, conservative and social-democratic welfare states.
Research on regimes tends to focus on national income transfer, whereas most
government-third-sector partnerships concern services at the local level.
Finally, the regime approach has mostly disregarded the issue of service
quality, where the third sector’s distinctive characteristics are more likely to
be relevant. In short, what this tradition of research leaves us is a good under-
standing of the macro-context with rather implicit assumptions about why
third-sector inputs are not so important, but little of the micro-dynamics
(Pestoff et al. 20006).

Each of these traditions can contribute to an analysis of the functions
of the third sector in relation to public service delivery. As noted above,
several potential benefits of third-sector involvement emerge from the
literature. Please note that we are not necessarily stating that these benefits
always occur and that involving the third sector is always good. That would
be an altogether normative perspective. Our purpose is to specify the
supposed benefits and encourage research into the conditions under which
they materialize.

On the basis of previous third-sector research, one could roughly classify
the possible benefits of involving the sector in public service provision in terms
of two main functions: democratization and innovation. This is where third-
sector organizations may have an edge over their public or commercial
counterparts. However, one cannot simply transplant the abstract functions
as posited by third-sector research to public governance. They need to be
reinterpreted within the specific context of public service delivery, where they
take on a meaning that overlaps, but is not necessarily the same as, that within
a purely voluntaristic context. For instance, the third sector supposedly
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contributes to the good functioning of democracy, but what does that mean
when it is working within a system governed by representative democratic
institutions? Or, if certain organizations improve their services for their
particular clients, and differences in quality emerge, how does that fit in
systems where everyone is entitled to services of the same quality?

2.2. Co-production and collective innovation

This is why we have reinterpreted the potential contributions of the third sec-
tor in two ways. Democratization will be understood in terms of co-production
— direct participation by citizens in service delivery. Innovation will here be
understood as the ability to renew the collective structure of service provi-
sion, whether it be in terms of skills, activities or even the underlying paradigm.
These are the two distinctive contributions to service delivery identified by
third-sector research.” Public management research has helped to under-
stand better the effect of government policy on each of these two types of
contributions. Comparative welfare state research can help us to under-
stand, within their macro-institutional context, which institutional conditions
favor which functions, and where does the third sector have which role. The
role of citizens and of the third sector will vary among welfare regimes,
with their different emphasis on individual or collective provision of social
services and with different policies that focus on public-, private- or third-
sector provision of welfare services. Let us now explore this variation, in
relation to the two functions of co-production and innovation.
Co-production is one of several mechanisms that can be used to increase
the influence of citizens over the services that are delivered to them. Evers
(1998) argues that there are four concepts for strengthening the position
of users in service delivery. They are: (a) representative political democracy,
(b) participative democracy, (¢) consumerism, and (d) involvement of the
co-producer. The first concept relies on the indirect power of citizens as
voters and their elected representatives. This refers to shaping the service
sector according to the interests of society as a whole, not for a particular
group. The second concept stems from a long history of self-organization,
linked to the church, cooperatives, the labor movement, and other types
of self-help groups and new social movements. This helps to offset the
limits of parliamentary democracy and reinvigorate established voluntary
organizations providing social services. There might, however, be a conflict
between representative and participative democracy, and between a public
interest with its universal rules and the concerns of particular groups striv-
ing for a specific solution for their needs. The third concept, consumerism,
claims to bring more democracy through market-like arrangements in social
services. Given time limits, it can provide a quick fix, rather than requiring
citizen involvement in providing public services. Finally, it is the involvement
of co-producers, like parent participation in schools and day care, which
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promises to empower consumers and reduce the gap between the professionals
and their clientele (ibid.: 43-6).

Evers argues for a pluralistic or mixed approach of using several differ-
ent pathways for democratizing the delivery of services (ibid.: 47-50). All
welfare regimes and government policy can in their own way facilitate
greater citizen participation and a greater role for the third sector in the pro-
vision and governance of social services. Yet the differences between welfare
regimes and differences in the sectoral context are important in how this is
done and where the role of the third sector is most distinctive — in other words,
where it has a clear added benefit in relation to democratization. This is par-
ticularly the case in social-democratic welfare states where the third sector
is least integrated in the established system of public service delivery as
compared to its position in other regimes, and therefore paradoxically in a
better position to be responsive to specific demands than governments.

Innovation, the ability to bring something new to service delivery, has
been one of the chief justifications for involving the third sector. But what is
innovation exactly? We shall here define it as a significant change in the pro-
cess of the “production” of services. Whereas co-production refers to who
is involved in the process, innovation concerns the qualities (in a neutral sense)
of the service itself. It is of course possible to distinguish different kinds
of innovation, depending, for instance, on the aspects of the service that are
changed or the structure of the process of change.”* We shall here keep
matters simple, for reasons of space. We should also note that innovation
is not necessarily always good: sometimes it is better to maintain the status
quo and not allocate resources to changes that are not needed.

An important point is that innovation itself is not sufficient in the
context of public services. There must also be a process that makes such
innovations accessible to a broader range of users. After all, the major dis-
advantage of the third sector (at least from the perspective of public service
delivery) is its particularistic nature, restricting improved quality to a select
group of users. Indeed, this was historically one of the chief arguments
for supporting a greater role of the state in financing and delivering welfare
state services. In other words, whether innovation is a useful function of
third-sector organizations depends not only on the performance of single
organizations, but also on the ability of the overall field of organizations
to transfer and adopt it. We shall therefore conceptualize innovation as a
collective process.

We shall now proceed to discuss these two themes in more detail, describ-
ing the basic concepts and sketching some of the empirical evidence relating
to them. Please note again that we are not making prior assumptions
concerning the value of the third sector’s contribution, but rather whittling
down the variety of its potential contributions toward manageable and
measurable concepts, for the systematic empirical research on the topic that
is so badly needed.*
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3. Co-production: citizen participation in service delivery

3.1. The co-production concept

Hirst (2002) argued that big organizations on either side of the public/
private divide in advanced post-industrial societies leave little room for
democracy or citizen influence. This is due to the lack of local control and
democratic processes for internal decision-making in most big organizations.
Evers (2006) maintained that user involvement in welfare services is a
general concern throughout Europe and that there are at least five different
approaches to involvement. They are partially overlapping and partially
conflicting. They range from welfarism and professionalism, through con-
sumerism and managerialism to what he calls participationalism. They are
based on different values and promote different degrees of user involvement.
These approaches will vary among sectors and over time. Their mix will
probably differ among countries. Welfarism and professionalism are closely
associated with each other, and neither leaves much room for user involve-
ment. Rather, clients are viewed as people with little competence of their
own. Consumerism and managerialism call for giving users greater choice
through more exit options, and argue that the public sector needs to learn
from the private sector (ibid.). However, they leave little room for voice
or participation.

Participationalism encourages on-site participation by users of welfare
services, based on the belief that citizens should engage personally in
shaping the welfare services they demand. It emphasizes multi-stakeholder
organizations and requires that users become co-producers. Welfarism
and professionalism are usually promoted by social democratic governments,
while consumerism and managerialism are normally championed by rightist
governments. However, participationalism — or, more simply, co-production
— lacks clear political proponents in most EU countries. In a service demo-
cracy of either the social democratic or rightist variety, citizens are the con-
sumers of public-financed social services provided by municipal authorities,
regional governments and private companies. They vote every fourth year
and in the mean time they choose between various public or private service
providers. This contrasts with views of participative democracy in which
citizens are engaged in the provision of some of their own social services.

This is the background against which the concept of co-production has
developed. The notion of citizen involvement in the provision of public
services generated much interest among public administration scholars in
America in the 1970s and the 1980s (see Parks et al. 1981 and 1999 for a
good overview). It experienced somewhat of a revival with the publication
at the turn of the century of a paper on incentives structures for co-production
in Australian public services (Alford 2002) and in recent work on the Swedish
welfare state (notably Pestoff 2006; Vamstad 2007). It was originally developed
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by the Workshop in Political Theory and Policy Analysis at Indiana Uni-
versity. During the 1970s they struggled with the dominant theories of urban
governance underlying policy recommendations of massive centralization.
Scholars and public officials argued that citizens as clients would receive
more effective and efficient services if they were delivered by professional
staff employed by a large bureaucratic agency. But this group of researchers
found no empirical support for such claims promoting centralization (Ostrom
1999: 358).

They did, however, stumble on several myths of public production. One
was the notion of a single producer being responsible for urban services within
each jurisdiction. In fact, they normally found several agencies, as well as
private firms, producing services. More important, they also realized that
the production of a service, in contrast to goods, was difficult without the
active participation of those receiving the service. They developed the term
co-production to describe the potential relationship that could exist between
the “regular” producer (street-level police officers, schoolteachers, or health
workers) and “clients” who want to be transformed by the service into safer,
better-educated or healthier persons. In complex societies there is a division
of labor, and most persons are engaged in full-time production of goods and
services as regular producers. However, individual consumers or groups
of consumers may also contribute to the production of goods and services,
as consumer-producers. This mixing may occur directly or indirectly. Co-
production is, therefore, noted by the mix of activities that both public
service agents and citizens contribute to the provision of public services. The
former are involved as professionals or “regular producers”, while “citizen
production” is based on voluntary efforts of individuals or groups to
enhance the quality and/or quantity of services they receive (Parks et al.
1981/1999). Co-production is one way in which a synergy could occur between
what a government does and what citizens do (Ostrom 1999).

3.2. Empirical evidence

There is a lot of work on citizen participation, but relatively little in the
context of service delivery. The TSFEPS Project’ examined the relationship
between parent participation in the provision and governance of childcare
in eight EU countries (Pestoff 2006/2008). It found different levels of par-
ent participation in different countries and in different forms of provision,
i.e. public, private for-profit and third-sector childcare. The highest levels
of parent participation were found in third-sector providers, like parent asso-
ciations in France, parent initiatives in Germany and parent cooperatives
in Sweden. Different kinds of parent participation (i.e. economic, political
and social) were readily evident in third-sector providers of childcare
services, while both economic and political participation were highly restricted
in municipal and private for-profit services (ibid.). Later, Vamstad (2007)
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confirmed the existence of these three dimensions of co-production in Swedish
childcare and underlined clear differences between types of providers con-
cerning the saliency of these dimensions in providing welfare services (Pestoff
2008). This provides parents with unique possibilities for active participa-
tion in the management and running of their child(ren)’s childcare facility
and for unique opportunities to become active co-producers of high-quality
childcare services for their own and others’ children. It is also clear that
other forms of childcare allow for some limited avenues of co-production in
publicly financed childcare, but that the parents’ possibilities for influencing
the management of such services remain rather limited.

In other words, existing empirical work appears to indicate that parti-
cipation by individual citizens is best-facilitated by third-sector providers.
What is less clear is why exactly this is the case and under what conditions
co-production is most likely to be effective. So far, research on the topic has
been conducted primarily (though not exclusively) in the context of social-
democratic welfare regimes where service delivery is dominated by state
provision. In such regimes, the third sector is least integrated within the
structure of public service provision, which is arguably why co-production
appears to function best within third-sector organizations. Sweden seems to
be fertile ground for co-production (interestingly, this is the same country
where the IKEA model of production originated, although there is no obvious
connection). The objective for future comparative research is to determine
how well co-production functions in other kinds of welfare-state regimes.

4. Innovations in public service delivery

4.1. The nature of innovation

Earlier, we defined innovation as a significant change in the process of
production. A lot of third-sector literature appears to assume that the
organizations in this domain are innovative by nature. After a review of the
literature, Osborne (1998) concluded that studies on this topic relied on
normative argument rather than on empirical data, were insufficiently aware
of mainstream innovation-studies literature and failed to understand the
contingencies of innovation, especially the impact of the public policy envir-
onment upon innovativeness. He argued that innovation emerges from the
interaction of third-sector organizations with their institutional and pol-
icy environments. As we shall show, there is some evidence to support the
latter claim.

A favorable institutional environment may be necessary not only to
engender innovation within particular organizations but also to make sure
that it spreads across to all other organizations. In this context, is worth turn-
ing to DiMaggio and Powell’s (1991) classic study on isomorphism. They
suggested that, once organizations are structured into a field, forces come
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into play which encourage similarity. In each organizational field there are
a few true innovators who have the desire and the capacity to improve their
performance by coming up with innovations. Other organizations will copy
the ideas of these innovators, rather than innovate themselves. Particular innov-
ations will thus gradually spread throughout the field. The aggregate effect
of change will be diminished diversity, if not outright homogeneity, in the
community that shares the innovations. One of the mechanisms through which
this drive toward homogeneity occurs is imitation. Organizations volun-
tarily copy strategic elements from other organizations in their field (“mimetic
isomorphism”). Another way is for people with similar educational back-
grounds to come to dominate within fields of organizations (“normative
isomorphism”). As they become more widespread, the innovations become
more legitimate simply because they are widespread. Finally, the state or other
powerful bodies in the environment may force organizations to adopt par-
ticular changes (“coercive isomorphism”). Whether and how such mechanisms
affect the third sector is a significant empirical question, because, as far as
innovation is concerned, it determines their significance to the public sector.

4.2. Empirical evidence

There is little systematic empirical work on the innovative capacity of third-
sector organizations. The study by Osborne which we quoted earlier
examined organizations in social welfare in the UK and found that the
“policy context created by central and local government encouraged innov-
ative activity by VCOs rather than it being an inherent consequence of their
organizational structure or culture” (Osborne et al. 2008). Public policy was
an important determinant of the extent and nature of innovation. Future
research should further investigate the conditions under which government
policy can be conducive to innovation. Research from the Netherlands
shows evidence of a link between hybridization and innovation. As service-
providers become more hybrid, and given that they have sufficient autonomy,
they appear to start taking initiatives to reconcile the tension between their
market, state and community characteristics. Such initiatives may be pre-
sented as “a focus on communities”, “demand-driven supply”, “putting the
customer central”, borrowing from both market or third-sector discourse,
or both. In terms of organizational theory, it comes down to a strategy of
diversification, possibly (though not necessarily) accompanied by a cognitive
change in how the problems they need to solve are framed. This implies
that organizations start to expand into new areas of activity where they believed
their clients could be served better. Such diversification may even lead to
a revision of the organizational mission. In an earlier article (Brandsen
and Van Hout 2006) we examined the example of social housing, where
social landlords gradually moved from a classical role of merely renting
out their property on the basis of individual contracts to being leading
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members in programs of urban regeneration and community investment. They
went beyond their original (bureaucratically defined) function and adopted
a more holistic perspective, in which they would “revitalise communities”
or something similar, treating their housing stock as a means rather than
an end. This diversification may constitute an innovation at the level of the
structure of service provision, if it is adopted throughout the field.

The second dimension of innovation concerns whether such strategies
can spread beyond single organizations. In the context of public services, it
is obvious that governments play an important role in disseminating innov-
ation, by imposing (“mainstreaming”) desired changes in service provision
through regulation. The role of coercive isomorphism hardly needs mentioning
in this context. There are theoretical reasons to suppose that the other types
of isomorphism are less strong in the third sector than among other types of
organizations, because it generally has a lower level of professionalization
and is less tightly organized. However, they may be at play where third-
sector organizations are tightly integrated in local and/or functional networks
of service delivery. If innovation is interpreted as a collective effort, then it
is the outcome of networks rather than of organizations, in the same sense
that it would be for complex technological innovation (Powell et al. 1996).
For instance, a case study in social housing in the Netherlands demonstrated
that, although most organizations lacked a basic capacity to develop new ideas,
the organizational field as a whole could progress because innovations by
frontrunners were massively copied (Brandsen 2004). Within such a type of
analysis, the process of innovation is conceived of as an interaction between
organizations and the networks to which they belong (just as co-production
emerges from the interaction of the organization and individual citizens).

If integration into public service networks is conducive to isomorphism,
then the third sector has been most important to innovation in those insti-
tutional regimes where it is best-embedded and where it traditionally plays
a pivotal role. This applies primarily to Bismarckian or conservative welfare
states and to a lesser extent to Anglo-Saxon ones (even though the role of
the third sector in the latter has often been understated).

5. Conclusion

In public governance, the third sector has come to play a more important
role in public service delivery. Yet, despite many popular assertions, there
is as yet only limited empirical evidence on the actual contribution of the
third sector. This is not to say that it has none, simply that the available
material refers to case studies (e.g. Titmuss’ famous work from 1970 on blood
donations) and that few studies have systematically analyzed the perform-
ance of the third sector under different conditions and in comparison with
other types of providers. Such work as there is shows mixed results. It is
imperative to continue and expand these studies over the coming years.

233



GOVERNANCE AND INTERORGANIZATIONAL PARTNERSHIPS

The conditions for setting up such a comparative program are better
than they have been for a long time. There are now various third-sector
research centers throughout Europe, which are connected through various
cross-national research networks. In public management research, the third
sector has become an established subtheme and one that benefits from the
interest in new public governance. This will hopefully result in systematic
comparative research into the benefits and drawbacks of the third sector’s
involvement in public service delivery, and perhaps in a debate that is based
more on evidence and less on normative assumptions.

Notes

1 Indeed, some authors have defined the third sector as essentially hybrid, an
indefinable area that as yet lacks a distinct identity (Brandsen et al. 2005). It could
even be argued that the third sector is better-understood in terms of certain
aspects of public services, rather than as a distinct cluster of organizations (Evers
2005; Brandsen et al. 2009).

2 It is clear that these two benefits can be empirically related, but they differ
conceptually in that the former relates to the community as the primary object of
analysis, whereas the latter is foremost about the system that produces services.

3 Osborne (2008) distinguishes between total innovation (involving working with a
new client group and providing new services), expansionary innovation (involving
working with a new client group, but using the existing services/methods of
work of the organization), evolutionary innovation (involving working with the
same client group, but providing new services), and incremental development
(involving working with the same client group and providing the same services,
but incrementally improving them).

4 It might be argued that our presentation could be strengthened by separating
the analysis of the third sector in instrumental terms as a service deliverer from
participatory approaches, where the third sector can perhaps enhance democratic
participation. Each approach could then be presented independently. However,
we feel that these two approaches are often implicitly or explicitly linked and
sometimes inseparable. Therefore, we introduce each concept separately and present
some initial empirical evidence for each within the same presentation. We deem
it feasible for readers to distinguish between the two; and choose, therefore, not
to present these two streams of analysis separately in independent chapters, for
reasons of space and clarity.

5 The TSFEPS Project, Changing Family Structures and Social Policy: Childcare
Services as Sources of Social Cohesion, took place in eight European countries
between 2002 and 2004. See www.emes.net for details and reports. The eight
countries were: Belgium, Bulgaria, England, France, Germany, Italy, Spain and
Sweden.
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GOVERNANCE, CONTRACT
MANAGEMENT AND PUBLIC
MANAGEMENT

Donald F. Kettl

In the late 1970s and early 1980s, citizens throughout the world pressed their
elected officials to shrink the size of government. It did not matter what the
actual size of government was. From the large Scandinavian welfare states
to the relatively smaller governments in the United States, the government-
limitation movement ignited and spread (Pollitt and Bouckaert 2000).
Citizens, of course, had little interest in reducing the services they received.
They wanted substantial government programs but they wanted to spend
less, because they were convinced that government had become too bloated
and inefficient.

That created a dilemma for government officials: how to avoid enraging
citizens by cutting services they liked, and how to devise new strategies to
shrink government’s size and cost. The central strategy was privatization:
selling enterprises to the private sector, where they could find buyers, and
expanding the contracting out of goods and services, where they could find
willing partners (Savas 2000). Some governments sold airlines, railroads,
telecommunications companies, utilities and the post. Other governments
expanded their use of contracting out and other partnerships with the
private and nonprofit sectors (Schick 1996; English and Guthrie 2003;
Albalate, Bel and Fageda 2007). Getting a good fix on this vast collection
of activity is notoriously difficult. Most governments do not keep good records
on the variety or volume of activity that is outsourced, and what little data
there are are often not comparative over time. For example, in the United
States, the Federal Procurement Data System tracked contract data, but
the database was often unreliable.

Of all the strategies, contracting out poses the most fundamental, ongoing
governance and public management puzzles. Once a government sells an
enterprise, its governance responsibilities do not end. Taxpayers might have
seller’s remorse about the good old days when taxpayers supported services.
More important, governments typically retain a regulatory role in ensuring
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the quality and safety of the services. In the United Kingdom, for example,
balancing government regulation of the railroads with relying on the profit
motive has been an ongoing struggle. Separating rail infrastructure and main-
tenance has proved especially problematic (Preston 1996). Although critics
argued that the UK reforms had undermined safety, there is no evidence
that overall safety has deteriorated (Evans 2007). Heavy pressure to meet
schedules tended to undercut long-term maintenance and, critics argued,
managing government contracts poses the most complicated ongoing puzzle
because it brings in fundamental boundary challenges — what is public and
what is private — and a different combination of management puzzles — how
the public sector can gain leverage over the performance of private organ-
izations (Osborne 2002).

It is tempting to point to the government-limitation movement as the water-
shed of these challenges. In fact, contracting out stretches back millennia.
Caesar’s chronicles of his campaigns are full of tales of managing the
procurement of supplies for his troops. He could, of course, have relied on
an extended supply-line from Rome to the furthest reaches of the empire,
but that would have been extremely difficult to create and maintain. Backed
by the strongest army in the world, ready to take what it could not buy,
Caesar found it easier simply to procure what he needed from the locals.
Machiavelli wrote about the outsourcing of an entire army. Sometimes this
came at the point of a lance, but it was part of a millennia-old government
reliance on procurement from private suppliers. It has been called by a
wide variety of names, from “contracting out” to “competitive tendering” to
“outsourcing”, but interest in the movement is strong and growing. Not only
are governments relying on private suppliers of goods and services, from paper
and pencils to trucks and buses; they are quite literally sharing power with
their private-sector partners (Kettl 1993). While the modern contracting move-
ment has grown rapidly in the United States and Australia, in particular, it
has spread to many countries around the world, especially in Australia and
Britain (Boston 2000; Pollitt and Bouckaert 2000).

Governments have sometimes relied on such procurement because it was
more convenient, sometimes because it was cheaper, sometimes because it
made pragmatic sense. Powerful armies can simply take what they need; but
that is an expensive way to provision an empire, for it requires a large army
to extract the goods and services and to maintain order. In the long run,
it is easier for governments to buy what they need than to take it, and over
time a body of procurement law has grown up to shape and govern the pro-
curement system (Gellhorn et al. 2003).

In the United States, for example, contracting out goes back to the
nation’s first days. During the American revolution, the army contracted
out for arms and provisions, and General George Washington constantly
complained that his suppliers were defrauding the government and steal-
ing the higher-quality goods from his troops. In fact, throughout American
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Table 14.1 Presence of contractor personnel during US military operations

Estimated personnel
(thousands) Estimated ratio
of contractor to

Conflict Contractor® Military military personnel®
Resolutionary War 2 9 1to6
War of 1812 n.a. 38 n.a.
Mexican-American War 6 33 1to6
Civil War 200 1,000 1to5
Spanish-American War n.a. 35 n.a.
World War 1 85 2,000 1to 24
World War 11 734 5,400 1to7
Korea 156 393 1to2.5
Vietnam 70 359 1to5
Gulf War 9b 500 1 to 55°
Balkans 20 20 Itol
Iraq Theater as of Early 2008° 190 200 ltol

Source: Congressional Budget Office based on data from William W. Epley, “Civilian Support
of Field Armies,” Army Logistician, vol. 22 (November/December 1990), pp. 30—-35; Steven J.
Zomparelli, “Contractors on the Battlefield: What Have We Signed Up For?” Air Force Journal
of Logistics, vol. 23, no. 3 (Fall 1999), pp. 10-19; Department of Defense, Report on DoD Program
for Planning, Managing, and Accounting for Contractor Services and Contractor Personnel
During Contingency Operations (October 2007), p. 12.

Note: n.a. = not available.

a. For some conflicts, the estimated number of contractor personnel includes civilians employed
by the US government. However, because most civilians present during military operations
are contractor personnel, the inclusion of government civilians should not significantly affect
the calculated ratio of contractor personnel to military personnel.

b. The government of Saudi Arabia provided significant amounts of products and services dur-
ing Operations Desert Shield and Desert Storm. Personnel associated with those provisions
are not included in the data or the ratio.

c. For this study, the Congressional Budget Office considers the following countries to be part
of the Iraq theater, Bahrain, Jordan, Kuwait, Oman, Qatar, Saudi Arabia, Turkey, and the
United Arab Emirates.

Source: http://cbo.gov/ftpdocs/96xx/doc9688/08-12-IraqContractors.pdf, p. 13.

history, the government has relied heavily on contractors for fighting
wars. In the Revolutionary War, launched against the British in 1776, there
was a contractor employee for every six soldiers (see Table 14.1). That
ratio held steady for the next century of conflicts. By the war in Iraq in
early 2008, there was a contractor employee for every soldier, a ratio that
proved important not only for logistical support but also for reducing
political opposition. If the American army had relied on soldiers for opera-
tions contracted out, six times the number of soldiers would have been required.
This would have been a force unsupportable except through a large-scale
draft, and it would unquestionably have stirred insurmountable political
opposition.
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The contracting-out process thus has deep roots but a modern focus.
Governments rely on contracts to obtain goods and services they cannot —
or do not wish to — produce on their own. They contract out to reduce their
costs and to create at least the appearance of smaller governments, because
only rarely do they transparently track the number of contractors or the
amount of money spent through them. Contractors allow government to
expand without increasing their size — at least as measured by the number
of government employees (Light 1999). Although obtaining good numbers
on the contracting-out process is difficult in individual countries, and
impossible on a global scale, all signs point to a dramatic increase in the use
of this indirect tool of government since the tax-limitation movement began
in the late 1970s (Pollitt and Bouckaert 2000). The contracting-out move-
ment has rippled throughout the world, in part because governments have
always contracted out and in part because an expansion of the movement
provided a tactical solution to the cross-pressures governments have faced
(McLaughlin, Osborne and Ferlie 2002). From more traditional government
contracts to purchase goods and services to the use of public—private partner-
ships to fund transportation projects, the interpenetration of the public and
private sectors is large and growing.

Public management puzzles

As contracting out has increased, however, government’s capacity to man-
age the contracts has not kept pace. While many contracts have worked very
well, serious problems have emerged with many contracts. The most notable
catalog of problems comes from the “high-risk list” assembled by the US
Government Accountability Office. The GAO identifies programs that, it
believes, are especially susceptible to waste and mismanagement. In 2008, its
high-risk list numbered twenty-eight programs, including the management
of contracts for defense and space programs, and the modernization of informa-
tion systems for tax collection and air traffic control. In fact, virtually all
of the items on the GAQO’s list involve substantial contracting out — except
for the management areas like human capital and information technology
required to run the contracts (US GAO 2008a).

Moreover, many countries are reforming their regulatory strategies for over-
seeing private-sector contracts. For example, as contaminants have crept into
the production chain for pharmaceuticals, the European Union and many
other governmental bodies have sought to redefine how best to regulate
the quality and safety of drugs. Thus, governments are not only relying
more on contracting for producing their own goods and services; they are
also finding themselves drawn inexorably into regulating the contracting
processes of private companies whose products affect the public interest (Brown
and Jacobs 2008).
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These challenges frame a critical issue: contracts raise serious governance
problems, and a failure to solve them brings major consequences. It is not
so much that contracts are, by their very nature, harder to manage than other
government tools. Rather, contracts must be managed differently from other
tools, like direct tools, regulations and tax expenditures (Salamon 2002). What
works well in managing direct government services, especially through the
traditional approach of hierarchical authority, frequently does not work
well at all for contracts. In direct provision of government services, superiors
rely on authority to oversee their subordinates, who work underneath them
in the agency’s hierarchy. In contracts, by comparison, government officials
oversee performance through the negotiated provisions of the contract,
enforced by civil law. Governments have often encountered serious prob-
lems in managing their contracts because they have relied on the tools for
managing direct contracts in seeking to steer the performance of contracts
(Kettl 2002). When there is a mismatch of management tools and governance
tactics, problems result — much as would be the case for using a hammer to
drive a screw or a saw to loosen a bolt.

Governments frequently slide into this mismatch because the ideology
promoting contracting out tends to presume that contracts will be self-
executing. The argument is simple. Private markets are believed superior to
governments, because of the discipline that the marketplace provides. The
forces of supply and demand provide self-correcting forces for problems of
price and quality. So turn government’s work over to the private sector and
the markets will ensure effective and efficient services. Of course, no private
purchaser would blindly trust the market with piles of money when buying
important goods and services. That is the central meaning of caveat emptor.
Public antipathy toward government sometimes overpowers the lessons that
smart private buyers know all too well. Contracts, of course, are not self-
executing, and governments need to behave as smart private-sector buyers
do: to know what they want to buy, to deal in markets that will provide
what they need, and to ensure that what they get is what they wanted (Kettl
1993; Padovani and Young 2006, 2008).

Moreover, private market discipline depends on competitive markets, with
large numbers of buyers dealing with large numbers of sellers about goods
whose nature and performance are relatively straightforward. In many govern-
ment services, however, these conditions of market discipline are lacking;
that is, there are what economists call “market failures”. Such market failures
constitute an age-old case for government intervention. The paradox of the
contracting-out movement, therefore, is that the expansion of contracting
out, as part of a movement to shrink government, has built a case for stronger
government action, but in a different mode for which governments sometimes
are ill-prepared. As government’s contracting out grows into new areas, these
problems of market failure multiply and bring new governance challenges.
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The nature of goods and services

Governments contract for a vast array of goods and services. Some are
relatively homogenous goods and services, from custodial and food services
to automobiles and trucks. In fact, in some countries, governments have
largely eliminated the jobs of government employees who used to serve as
janitors and cafeteria workers — even security staff — and have contracted
out those positions. But governments also contract out for a wide variety of
non-standard items. Contractors often pilot unmanned drones thousands of
miles away from the battlefield while sitting next to military officials. Govern-
ments rely on contractors to process the claims for government-funded health
benefits and for programs to provide job skills to unemployed workers.

The further the contracting-out process moves from relatively standard goods
and services, the further the process moves from full market competition and
the harder it is to rely on market discipline. Private companies, of course,
know this. They do not simply pay for everything their suppliers want to
sell them and they do not blindly accept the low bid. In fact, for even mildly
unusual goods and services — and especially for important items on which
their businesses depend — private companies often seek a predictable supply
of high-quality goods as much as the lowest cost (Donahue 1989). An auto-
mobile assembly line will quickly break down if the lowest bidder cannot
reliably deliver seats or if windows break as workers try to install them. The
growth of contracting out has taken government deeper into more of these
non-standard areas, including weapons production, environmental services,
transportation systems, social services, and a host of other areas. The very
nature of these goods and services has taken contractors deeper into the
full range of government’s goods and services, and farther from the basic
assumptions of market discipline.

The lesson is that even private companies do not negotiate contracts
solely on the basis of price. These considerations of quality and reliability
often take government away from the underlying assumptions that drove the
expansion of government contracting, and more into issues that require detailed
contract provisions.

Monopoly

Analysts have long known that the virtues of markets quickly erode if buyers
have few sellers from which to choose. For many government programs, that
is precisely the case. When the American government sought to buy a new-
generation fleet of aerial refueling tankers, it had only two options: Boeing
and EADS, the manufacturer of Airbus. Contractors spend 90 percent
of the budget for America’s space shuttle, but NASA works through United
Space Alliance, a consortium of the two biggest aerospace contractors,
Boeing and Lockheed Martin, because neither company was big enough
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to manage the project on its own (NASA 2003: 104). In a host of cases,
from fighter planes to aerial tankers, and from submarines to social-service
programs, government often has limited choice for companies providing
specialized goods and services.

In fact, because many of these programs would not exist were it not for
public purchases, government must often first create the partnerships and
then seek to manage them. Contracting out for relatively standard goods
and services is one thing, but the expansion of government contracting has
necessarily brought government into policy areas where there are relatively
few contracts. This raises the fundamental warning of economists: if
government is presumed inefficient because of its monopoly status, private
monopolies are unlikely to be any better. After all, it is not the publicness
or privateness of service provision that, according to the argument for
privatization, promotes greater efficiency. It is competition and choice.
When there is little of either, government is unlikely to reap big savings and
is very likely to court governance problems in countering the market failures.
This does not mean that contracting out does not make sense in monopoly
conditions. Indeed, government might wish to rely on contractors for
expertise in areas where it lacks specialized skills or does not wish to invest
in building them. But, when it contracts with monopolistic suppliers,
government must be on the alert for the dangers of market failure and must
adjust its own strategies to counter it (Padovani and Young 2006).

Monopsony

Economic analysts have long recognized the failures that follow from
markets where there are few suppliers. But there are also risks that occur
in markets in which there are few buyers. For many goods and services for
which the government contracts out, it is the only buyer. Government is the
only purchaser of long-range bombers and attack fighters, of nuclear sub-
marines and aircraft carriers, of nuclear weapons and anti-aircraft rockets
(although government officials fear the creation of black markets among
terrorists for some of these items). Worries about the spread of strategically
important technology and about relying on suppliers in other countries for
strategic goods often further reduce the number of potential suppliers. In
functions like the provision of social services, government is not the only
buyer. International nongovernmental organizations like the Red Cross also
play a substantial role in such functions; but, as government’s contracting
out has increased, in many countries it has come to dominate the markets
for the provision of such services.

The argument for outsourcing begins with the presumed superiority of
market competition. However, when government is the only buyer, private
suppliers become dependent on government for their sales, which in turn dis-
rupts market competition. Governments have no way of determining from
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the market what a fair price or good performance means, because without
their role as buyer there would be no price, no performance and no market.
For many goods and services, the market failures multiply: government is
often the only buyer and frequently must deal with a very small number of
potential sellers for goods and services where the government marketplace
often is the only one.

This is not to say that such imperfect markets, with limited numbers
of buyers and sellers, are inherently problematic. Neither is it necessarily
the case that the absence of market competition necessarily means that the
government should not rely on private contractors. Rather, it means that
the government’s reliance on private markets for such goods and services is
more likely to be based on pragmatism than on low price. In World War II,
for example, the US government used private contractors throughout the
country to build the first nuclear weapons, because it did not wish to build
and manage the factories itself and because it wished to scatter production
to protect the facilities from attack. Instead it relied on GOCOs — government-
owned, contractor-operated plants — to provide the expertise and flexibility
needed to produce such complex systems (Kettl 2002). That arrangement grew
into an effective partnership that lasted sixty years. The relationship had
little of the market competition that privatization advocates point to as the
process’s basic virtue. In fact, it was a relationship of both monopoly supply
and monopsony purchase, yet it worked well.

At the state and local levels of government in the United States, for
example, governments have contracted out the contracting out of social
service provision. For example, in Philadelphia, the social service system was
a complex maze of government employees and private contractors. The
city spent US$612 million to provide services to 20,000 children, with 8§20
social workers managing the services through a network of 348 contracts.
The quality of services depended ultimately on the ability of the public and
private nodes of the network to connect. The New York City childcare system
has likewise been plagued with the difficulty of managing hundreds of
agencies to which the city outsourced services (Young 1974).

The lesson is that the expansion of government contracting into more areas
has not necessarily reduced government’s role. It has transformed its role
from supplier to manager of its contracts and has increased the need for
it to be alert to the risks of monopolistic supply. This is not necessarily a
more difficult job than managing a traditional authority-based hierarchy.
Overseeing the contracting out of cafeteria or custodial services, for example,
is relatively straightforward (although ensuring high-quality services through
a reliable workforce is always a tough job). However, managing a con-
tract requires a fundamentally different skill set — negotiating a contract,
overseeing its execution, and assessing its results — from that required for
managing direct service provision by government employees. As we shall see,
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some contracted-out services are indeed more difficult to administer, but
contracting out is not inherently more difficult to manage than direct service
provision. It is, however, fundamentally different, and those challenges
escalate when government must work with monopolies.

Service integration

The complexities of these systems have increasingly led governments to rely
on service integration contractors. Instead of purchasing goods and services
directly from suppliers, government contracts with a general contractor,
who in turn contracts out with other suppliers for the production of the good
or service. In many cases, the service integrator is responsible not only
for general oversight of the project but also for designing many of its key
elements (Kettl 2009). Many new systems, from space shuttles to military
fighting vehicles, have become so complex that government finds it easier to
contract out the entire system, from design through all of the production
stages. United Space Alliance is an example of such a service integration con-
tract, but it extends much farther into functions as broad as social services
and defense projects.

Such service integration contracts stretch to other levels of government
and into other functional areas. The US Marine Corps, for example, invested
a decade’s work and $1.7 billion into a new amphibious fighting vehicle.
However, the system proved extremely trouble-prone. It broke down once
every four and a half hours, leaked, and was hard to steer. The vehicle fell
well short of the Marine Corps’ expectations; but the contractor, General
Dynamics, nevertheless received $80 million in bonuses for its work. The core
of the problem, government investigators concluded, was that the Pentagon
had insisted on an overly complex system and had contracted out much of
the design and production work — it had contracted out the contracting out,
and the Marines lacked sufficient expertise to oversee the process. Military
planners feared that they might have to start over with a fresh design and a
new system (US GAO 2008Db).

The rise of these service-integration contracts has had important implica-
tions for the service system. As government has contracted out not only
the production but also the design, intellectual capital has flowed to the
managing contractors. The capacity of government agencies to understand
fully what they are buying, how much the goods and services ought to
cost, how well programs are working, and how to fix any problems erodes
as expertise drifts to the private sector. NASA investigations into both
the Challenger and Columbia accidents found that the agency had become
heavily dependent on its contractors for life-and-death judgments. In the
Challenger disaster, it was a private contractor that had the important
expertise on the effect of cold weather on the rubber O-rings, the failure of
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which doomed the shuttle seconds after launch. In the case of Columbia, NASA
had to rely on its contractors to assess the flightworthiness of the shuttle.
It did not have sufficient expertise in-house to exercise independent final
judgment (NASA 2003).

In all these cases, government employees played the role of contract
manager. There was nothing inherently wrong with this role. The problem
was that its employees typically were trained as functional specialists. In
the Marines, contract managers supervised the paper flow but lacked the
expertise to make and oversee the key technical decisions. In Philadelphia,
the employees charged with overseeing the contracts were social workers,
who went to work for DHS to do social work. As the private and non-
profit service network expanded, they became contract managers. Even that
could have worked — except that the workers were trained as social workers,
they had not been trained as contract managers, and the mismatch proved
fatal to a 14-year-old girl, Danieal Kelly, whose problems the system failed
to solve.

This unfortunate tale surfaces a broader set of problems. Not only is
contracting out increasingly problematic because of the strategic mismatch
between its ideological rationale — rely on the presumed superiority of private-
market competition for delivering public services — and its reality — contracting
out in many areas with substantial market imperfections; there is also the
tactical mismatch in its management, between government employees hired
for their substantial knowledge, in understanding programmatic goals, and
the functions these employees actually perform, in managing the contractors
who work to achieve those goals.

Contracting out has thus drifted a long way from the original goals that
drove its growth. Market competition might indeed produce high-quality
goods at low cost; but in many areas in government contracting, especially
in the most important growth areas, there is little real market competition.
In the process, much of government’s substantive work has drifted into the
hands of government contractors, leaving government employees with con-
tract management responsibilities for which they are poorly prepared. The
problem lies not with the contracting-out strategy but with its execution
— and with the faulty assumption that the magic of the markets will assure
high-quality services at low costs. The result, too often, is like baking a cake
without flour.

Public management strategies

Does this mean that the dramatic expansion of contracting out, both in the
United States and in many other nations around the world, is a fundamental
mistake in the search for democratic governance? Do the performance
problems that flow from this double mismatch argue for retreating on the
contracting-out movement?
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Dependence on contractors

The first answer is that this is a hypothetical question. Governments have
become so dependent on contractors that retreating on the strategy would
demand a very large increase in the number of government employees — a
decision that would be difficult indeed to support in a political era focused
on limiting government’s size and reach. Re-publicization is rare. For
example, in the aftermath of the 11 September terrorist attacks, the federal
government decided to shift responsibility for airline security screening
from the private sector to the government. It took a major terrorist attack
to prompt such a decision, and the move stands in stark contrast to the deci-
sion by many other nations to contract out security screening. In virtually
all other cases, contracting out is expanding into new areas, in part because
it sometimes is cheaper. It often allows governments to reduce the number
of public employees, and thus to create at least the illusion of smaller
government (Light 1999). Most important, it allows government to obtain
additional operating flexibility and invaluable expertise that would be very
difficult to build within government itself. Rolling back the contracting-out
movement seems very unlikely.

Performance issues

Second, the performance problems that have come from the outsourcing
movement are not necessarily inherent. Government cannot typically rely
on self-regulating market competition to ensure high success and low cost,
but it can strengthen its capacity to act as a “smart buyer”. It is one thing
to contract out the production of goods and services to private suppliers. It
is quite another to contract out the basic decisions about what goods and
services to buy, how those goods and services should be designed, and how
well they work. No private automobile company would willingly surrender
to another firm the basic questions about what its cars ought to look like,
how the sound systems would perform, or what mileage the engine should
get; yet in some cases governments have contracted out just such basic deci-
sions. It is scarcely surprising that such strategies have developed problems,
for they bring neither the discipline of the markets nor the authority of
governmental expertise. It will be impossible in most cases to restore mar-
ket competition to those areas where it is lacking. Government would not
wish to encourage private buyers for some goods, like nuclear weapons, and
in many areas private sellers would not want to enter the markets with-
out some assurance from government that their investments would produce
profits. Government faces the inescapable challenge of building the capa-
city to manage its contracts more effectively.

249



GOVERNANCE OF CONTRACTUAL RELATIONSHIPS

Human capital issues

Third, this implies that a central core of government’s challenge in contract
management is a human resources issue. If government wants to ensure
better performance in its contract systems, it will need to create and train
better governmental contract managers. This, of course, is an inherent prob-
lem. In most governments, contract management is not a high-prestige field,
and few government employees enter the public workforce with contract
management as a career goal. Social workers join government to do social
work; environmentalists to work on the environment; space scientists to do
space science. This creates the human resources dilemma of a government
that relies more on contracting out: those who join the government to
pursue their substantive interests often end up in jobs that require them to
manage contracts instead, where others do the work for which they trained;
and those with the skills to perform contract management find themselves
in lower-prestige positions. The effective management of contracts requires
government human-resource planners to focus more attention on contract-
ing out and to ensure that the employees overseeing contracts have the skills
needed to do so. If social workers end up overseeing contracts without the
necessary competencies, they will be unhappy, and program management
will surely suffer.

What competencies do contract managers need? They must have strong
substantive backgrounds, so that they can understand the issues that bubble
up from the contractors; and they must be quick students in complex areas,
so that they can steer contracts in the direction that governmental policy
requires. They must be adept negotiators. They must be good financial
managers, for control of the money flow is typically the strongest control of
programmatic results. They must be good auditors, to ensure that money
ends up going where they intend. They must be able to evaluate the out-
comes of these complex relationships among government, contractors and
subcontractors, so that they can assess whether government is getting its
money’s worth. They must, in short, be experts in steering complex processes
(US GAO 2009). These competencies, of course, are a long distance from
the arguments, often ideological, that promote the spread of contracting out;
but without these skills government is likely to be steered by the contractors
instead of the other way around. Government does not need to know more
than its contractors. If it did, it might well not need them (or, at least, not
need as many of them). But it must know enough to ensure that the private
contractors are held accountable to public policy.

Information issues

Fourth, government needs to build a far more effective information system
for tracking how the money flows and what the contracts produce. In most
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countries, it is impossible for anyone — even top government officials — to
know how much money contractors are spending, and what their role is
in shaping each program. A product of the anti-government privatization
movement is that its promoters believed at the core of their being that
private provision of goods and services is so inherently superior and self-
regulating that there was no need to manage or measure the process.
Government, however, does indeed need to track where its money goes and
what it buys. Sometimes the battle is over the basic assumption that govern-
ment ought to behave more like the private sector. But no private company
would give its suppliers a blank check and fail to track how the money was
spent (Hatry 2007; Poister 2003). If government is going to rely more on the
private sector and to be called on to act more like the private sector, then
it needs to follow other parts of this mantra as well, including building its
capacity to oversee the flow of its money (that is, of taxpayer’s money).

Transparency

Fifth, the contracting-out process needs far more transparency. A side-effect
of the contracting-out movement has been an increasing difficulty in deter-
mining just who is doing what on behalf of the people while spending the
people’s money. The rise of service-integration contractors has even further
muddied the trail, for it has made it even more difficult to determine who
is making the important decisions. Moreover, contracting out is, of course,
more than just about accomplishing the public’s business. For contractors,
it is about getting, keeping and expanding business, and the contracting-out
process has, not surprisingly, tended to create problems of corruption. For
example, a former US Department of Defense official was indicted for
steering the US$23.5 billion aerial tanker project to Boeing and then taking
a job at the big aerospace contractor.

As more decision-making power has flowed to private-sector companies,
the challenge of identifying, preserving and promoting the public interest has
grown. Laws can prohibit corruption and reduce the chances of the appear-
ance of corruption, but the conflicting incentives of a governance system with
more contracting out requires an even higher standard of transparency, some-
times beyond the level that many private companies find comfortable.

This transparency can come in many ways. In the United States, for
example, the federal government has created a database, USASpending.gov,
that allows citizens to search for who gets how much money and where
it goes. While a US Senator, Barack Obama was a prime architect of the
website, and his work on the project gave powerful clues about his instincts
for web-based, information-driven accountability strategies. At the federal
level, the Government Accountability Office’s “high-risk list” has focused its
auditing and evaluation work on the programs most prone to fraud, waste
and abuse. But these efforts have often fallen short of public expectations
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and have failed to direct public attention to the core of many problems. More
transparency cannot solve these problems, but without it there can be no
solution at all.

Governance challenges

The deep realities of contracting out are very different from the rhetoric that
helped feed its growth and the public’s expectations about how it works. While
often portrayed as a new movement, it is in fact as old as government itself.
While often argued as a way to reduce government’s size and scope, it has
often brought government more deeply into the fabric of private organiza-
tions. While often presumed superior to government action because of the
power of private markets, it often operates in arenas with substantial market
failure. While often thought to be self-executing, it requires a strong and
transformed role for government.

This does not make it good or bad in itself — just different from the ways
in which government has traditionally been structured and governed. Indeed,
contracting out is neither good nor bad. Governments have embraced it because
of important, probably irreversible political and pragmatic realities. Govern-
ment’s most fundamental governance challenge, therefore, is to discover more
effective strategies to ensure it works well. There is an endless stream of tales
of mismanagement that has come from poorly managed contracts. These
tales will spread and worsen if the trend toward increasing government con-
tracting grows without a simultaneous growth in its ability to manage and
govern the system it has created.

The job is eminently doable, but doing it will require a fresh approach to
governance — one that develops new approaches to govern the new realities
of government contracting. Government will need to focus on performance,
on the results that contracts produce, instead of on the processes along the
way. It will need to develop human capital, especially inside public agencies,
so that government has the capacity to oversee the contracts it negotiates.
It will need effective information systems, reinforced by greater trans-
parency, to provide more effective feedback. In short, it needs a government
robust enough to govern the systems it creates. It needs twenty-first-century
approaches to govern effectively the realities of its twenty-first-century
governmental tools.
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GOVERNANCE OF
OUTSOURCING AND
CONTRACTUAL RELATIONSHIPS'

Federica Farneti, Emanuele Padovani and David W. Young

Many public sector organizations (PSOs) rely on outsourcing as a way
of increasing their “value for money” in the provision of public services
(Broadbent and Guthrie 2008). As a result, the topic of outsourcing has
been addressed with some regularity in the public management literature for
many years. Increasingly, attention is being directed toward the nature of
the risk associated with an outsourced activity, and the resulting implications
for (Considine 1999, 2001; Considine and Lewis 2003) PSO managers.

In this chapter, we present a framework that PSO managers can use
to assess the nature of the risk they face in an outsourcing decision, and
juxtapose it with alternative governance models. We argue that, as the risk
associated with an outsourced service increases, so, too, does the sophistica-
tion of the governance model a PSO needs to use to manage it. Thus, the
decision to outsource a high-risk service must depend, in part, on whether
the PSO has the capability to use the requisite governance model.

We begin by discussing the roots of outsourcing, with a particular focus
on Four-governance Model framework. We assess his framework in light of
our empirical research in Italian PSOs that led to our model for assessing
outsourcing risk, and we argue that a PSO does not need to have a single
governance model, or even a highly sophisticated one. Rather, it may need
several governance models operating simultaneously, each attuned to the risk
associated with the outsourced service being managed.

The outsourcing context

In some countries, the impetus for outsourcing has been legislative. In the UK,
for example, although competitive outsourcing had been taking place for some
time, the Local Government Act of 1988 required it at the municipal level.
Similarly, as part of its public-sector reform initiative, New Zealand required
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municipalities to use public—private competition to improve local public
services. In Australia, where there has been rapid growth in public—private
partnerships (PPPs), some states, such as Victoria, require that half of all
local public service expenditures be submitted to competitive bidding. As
a result, many public services are now provided not only by PSOs, but by
private-sector firms as well (Broadbent and Laughlin 2003; English and Guthrie
2003). In part the shift has been due to the commonly acknowledged fact
that private-sector organizations are almost always more efficient in service-
provision than public-sector ones (Kulmala et al. 2006).

However, a move toward outsourcing does not need a legislative mandate.
In Italy, for example, although local government reforms encouraged out-
sourcing, they did not require it; and yet, by 1999, between 56 and 93 percent
of the most important local services (natural gas distribution, waste disposal
and collection, water and sewerage) were being outsourced (Enea-Nomisma
1999). In the US, although there are no legislative mandates, outsourcing
has been going on for some time (Anthony and Young 2003). In particular,
it began to grow rapidly in the 1980s under the political pressure of President
Reagan’s “New Federalism”.

Outsourcing and contemporary public management

Outsourcing is a logical consequence of efforts by PSOs over the last three
decades to minimize waste and to promote efficiency and effectiveness (Nolan
and Brendan 2001). It has been fostered in many PSOs by a shift toward
greater managerial autonomy, a move toward private-sector management
approaches, and the promotion of competition among private-sector firms
with the dual goals of decreasing costs and increasing quality.

Outsourcing also has been driven by a PSO’s desire to increase its flexi-
bility (Hartmann and Patrickson 2000) as well as to transfer some of its risk
in running a program to private entities, while simultaneously allowing it
to maintain control over the program’s essential elements (Quiggin 1996).
And, finally, outsourcing has allowed a PSO to draw on expertise not
available in-house (Young 2000), thereby permitting it to use private-sector
innovation, technology and expertise (Ponomariov and Kingsley 2008). In
effect, many PSOs have moved quite deliberately and systematically from
the left side of Figure 15.1 to the right side. Moreover, in conjunction with
its shift to PPPs, the state of Victoria (Australia) also began to outsource
some activities, such as human services, that previously were considered to
be in the exclusive domain of the public sector (Teicher et al. 2006). Similar
shifts have taken place in other countries as well (Tremblay et al. 2008).

With its focus on the private sector, outsourcing has also become a key
element of the New Public Management paradigm (Hood 1991, 1995) and,
more recently, the New Public Governance model (Box et al. 2001; Pollitt
2002; Cabrero 2005; Osborne 2006). It is being used in efforts to transform
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Figure 15.1 Public—private partnerships: the service delivery spectrum.
Source: Adapted from English and Guthire (2003).

governments into more effective and efficient entities that “can do more with
less” (Osborne and Gaebler 1992; Koppenjan and Klijn 2004). Clearly, the
effective management of outsourced services is essential for a PSO that wishes
to provide its citizens with high value for money.

QOutsourcing and the Four-governance Model framework

Outsourcing can be seen in the context of some broader changes that
have taken place in PSO governance. One description of these changes is
(Considine 1999, 2001; Considine and Lewis 2003) Four-governance Model
framework. While there are other frameworks that could be used to view
outsourcing (Hutt and Walcott 1990; Peters 1996; Pierre 1999; English et al.
2005), most are some variation of Considine’s. As Figure 15.2 indicates, each

Model Source Pf Form of control | Primary virtue e
rationality focus
it O Law Rules Reliability Universal
Governance treatments
el Management Plans Goal-driven Targets
Governance
e Competition Contracts Cost-driven Prices
Governance
Network . . . .
Governance Relationships Co-production Flexibility Brokerage

Figure 15.2 The four governance models.
Source: Considine (2001).
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of Considine’s four models (procedural, corporate, market and network) has
a distinct source of rationality, form of control, primary virtue, and service
delivery focus.

Model 1: procedural governance

The procedural governance model (PGM) is characterized by centralized and
hierarchical public administration, and is rule-bound, with protocols and
defined practices. There is a strong top-down authority that requires layers
of checking to reduce the likelihood of errors. The PGM was developed at a
time when most PSOs were engaged in minimal outsourcing, and is designed
to guarantee that standardized services are provided at the lowest per-unit cost.

Model 2: corporate governance

The corporate governance model (CGM) emerged because of a perception
that the PGM did not fit with a variety of administrative requirements for
successful outsourcing, mainly the need to maintain greater control over pub-
lic expenditures (Pallot 1992; Pierre and Peters 2000). In addition, the PGM
was not able to deal with the increasing complexity of government (Lapsley
1988) and the need to target some services for a subset of the citizenry.

In the CGM, considerable importance is given to planning, budgeting
and reporting. A PSO using the CGM concentrates on outputs instead of
on inputs, and it focuses on specific groups of citizens who are receiving
services. In effect, its emphasis shifts from adhering to arbitrary rules to achiev-
ing results.

Model 3: market governance

In the market governance model (MGM), a PSO encourages competition
among potential vendors, and develops contracts to define its relationships
with the selected ones (English et al. 2005). These contracts stress quality as
well as cost, and place considerable emphasis on meeting citizen needs
(Pierre and Peters 2000).

The MGM may include arrangements with a commercial company, a public
authority, a nonprofit organization, or all three (Goldsmith and Eggers 2004;
Pollitt 2003). Its use of performance-based service contracting encourages
vendors to be innovative and seek increasingly cost-effective ways to deliver
services (United States General Accounting Office 2002).

In Australia, where the MGM began in the mid-1990s, PSOs at various
levels of government have introduced “best commercial practices”. In some
instances, a PSO has used the “corporate form” for its business activities,
and in others it has “privatized” a governmental unit by selling the relevant
assets to an outside entity (Broadbent and Guthrie 2008).
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By creating market dynamism and increased autonomy within the public
context, the MGM can help to ensure accountable managerial behavior.
However, for many PSOs, the MGM can also present some difficult man-
agerial challenges (Osborne and Gaebler 1992). This is because, under the
MGM, a PSO needs to be certain that it measures the vendor’s outputs (rather
than inputs), and structures an appropriate set of reporting and feedback
relationships. For many PSOs, developing the requisite management-control
system runs contrary to their longstanding, input-based managerial cultures,
and therefore is a difficult transition to make (Padovani and Young 2008).

Model 4: network governance

Although the MGM strives to increase competition so as to help contain
costs, its contracts generally focus on only one service. It therefore is inappro-
priate when some outsourced services need to be coordinated with others.

The network governance model (NGM) is designed to overcome this
limitation. It does so, in part, by focusing on linkages among vendors; and,
in so doing, responds to complex citizen needs. Indeed, because of the
importance of managing the linkages among these needs, some researchers
have argued that PSOs must move toward the NGM model if they are to
serve their citizenry most effectively (Mandell 2001).

The goal of the NGM is to combine a high level of public—private
collaboration (characteristic of the MGM) with a robust network of service
providers. To achieve this goal, PSOs first establish long-term relationships
with their vendors. They then use sophisticated information technology to
connect the entire network of vendors (and other involved organizations) so
as to give citizens a wide range of service-delivery options. Under the NGM,
a key task of government is the management of these networks (McGuire
2002; McLaughlin and Osborne 2005; Klijn 2008).

The essence of the NGM, then, is cooperation among government, non-
profit and (sometimes) private-sector organizations to help ensure a high level
of service coordination (Considine and Lewis 2003). In so doing, the NGM
has spawned a stream of research that examines its impact on enhancing a
community’s social capital (Moran 2005). It also is conceivable that the NGM
could influence a community’s relational capital — a topic that has been explored
considerably in the private sector (Sawhney and Zabin 2001) and has clear
applicability to the public sector.

Relational capital is important if a PSO is successfully to outsource a
complex set of activities, such as social services or pollution control, where
it must develop partnership-like coordination among a wide network of
vendors. These relationships can include “joint investments, shared research,
common development ventures, and flexible methods for linking financiers,
regulators and a host of public and private service providers” (Considine
2001: 30). They can also include the sharing of cost information with other
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public or private organizations in an effort to meet a complex set of citizen
needs as cost-effectively as possible.

As with the MGM, many PSOs are not prepared for the challenges
posed by the NGM. Because managing their networks frequently requires
skills, knowledge and technology that they do not possess, PSOs have had
varying degrees of success in attempting to use the NGM (Serensen 2002;
Goldsmith and Eggers 2004).

Moving from the PGM to the NGM

In all four governance models, PSOs are attempting to improve the quality
and cost-effectiveness of their public services. However, movement from the
PGM to the NGM entails developing new skills and implementing new tech-
nology so as to manage vendors differently. The result is an increase in the
cost of governance as a PSO moves along the spectrum toward the NGM.

Given the possible higher costs of the more sophisticated governance models,
the central question is not whether a PSO should be attempting to move as
deliberately as possible from the PGM to the NGM, but rather which of the
four governance models is appropriate for each service being outsourced. Thus,
it is conceivable that a PSO could have several governance models operat-
ing simultaneously, each attuned to the nature of the service being outsourced.

A strategic framework for outsourcing

Before deciding on a governance model, a PSO must decide whether it will
outsource a particular service or provide it itself. Part of this decision entails
assessing the risk of low-quality and/or unduly expensive vendor performance,
and considering what that might mean for the overall satisfaction of the citi-
zenry. For example, if a city or town decides to have a youth program brochure
prepared by an outside vendor, the citizenry most likely is unaware of, and
unaffected in any significant way by, the vendor’s performance.

By contrast, when a vendor provides a service directly to the citizenry, rather
than to the PSO itself, there is a considerable potential for citizen dissatis-
faction. Waste collection, snow removal and street repair are all examples of
services where the citizenry is directly affected by the choices, able to assess their
quality (however subjectively), and concerned about the resulting cost. In
these latter instances, despite its potential for enhancing value to the citizenry,
outsourcing can present difficulties in managing the provision of public services.

The need for risk assessment

Because of these differences in risk, a PSO that is considering outsour-
cing an activity must assess the risk associated with unsatisfactory vendor
performance. In the case of printing a brochure, for example, the risk is low.
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Clearly, quality specifications can be included in the contract, and the results
can be easily monitored. But this is not the central issue. Rather, the question
is: What are the consequences of poor vendor performance? In the brochure
decision, the answer is that it will have little impact on the citizenry, and the
vendor can be replaced easily, if necessary, for future printings.

On the other hand, services such as waste collection, water and sewerage
provision, and traffic control have quality and service goals that are more
difficult to measure and monitor. Moreover, poor vendor performance will
directly affect the citizenry, and the PSO may have difficulty replacing a poorly
performing vendor in a timely way. Clearly, the risk is higher.

A great deal of literature has emerged in recent years concerning out-
sourcing risk in both the public and the private sectors. In some instances,
risk has been largely of a financial nature, and has been assessed in light
of the difficulty of providing services within a set of budgetary constraints
(Ball et al. 2003). In others, risk has been viewed in terms of a vendor’s
capacity to deliver the requisite services, or the uncertainty of the task to
be performed (Venkateswar 2005). In still others, the focus has been on the
logistics of managing the vendor (Steane and Walker 2000). In all of these
areas, a central issue has been the information asymmetry between the
vendor and the PSO, which can lead the PSO to assume more risk than it
thinks it is (Demsetz 1968).

From the perspective of a PSO’s outsourcing decisions, risk can be
addressed more strategically than these uni-dimensional approaches. To
do so, a PSO must focus on such matters as: («) increased dependence
on external suppliers, resulting in a potential loss of control over critical
activities; (b) greater difficulty in cost management, especially when there
are adversarial relationships; (¢) loss of either essential competencies in the
public entity or control over the resources that it would need to acquire in
order to resume conducting the activity itself; and (d) loss of the flexibility
to respond to changing needs of the citizenry (Kettl 1993; Quinn and Hilmer
1994; Domberger 1998).

Most of these latter concerns relate to a three-way juxtaposition of
(a) the impact of the service on the citizenry, (b) the competitive nature of
the market for vendors, and (c) the ease or difficulty of switching vendors
(or returning to internal service provision) if a given vendor’s performance
is unsatisfactory (Padovani and Young 2006, 2008). With the preparation of
a brochure, for example, there is a low potential for citizen dissatisfaction,
the market is highly competitive, and the PSO would find it quite easy to
switch from one vendor to another. By contrast, not only is a service such
as waste removal highly important to the citizenry, but also there may be
few other capable vendors in the marketplace, such that the PSO would have
difficulty finding a replacement if the vendor’s performance were unsatisfactory.
Moreover, even if a replacement could be found, the cost of switching
vendors might be high.
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Figure 15.3 A framework for assessing risk.
Source: Padovani and Young (2006, 2008).

The interaction of these relationships is shown in Figure 15.3. As this exhibit
indicates, from the perspective of our three dimensions of risk — citizen
sensitivity, market competition, and vendor-switching costs — some services
will rather clearly fall into the high-risk category while others will be low
risk. Figure 15.4 shows how several different PSO services might be classified
into this framework.

Relationship to the Four-governance Model framework

Juxtaposing our risk-assessment model in Figure 15.3 with Considine’s Four-
governance Model framework in Figure 15.2 gives rise to our contingency
approach. With this approach, a PSO does not need to attempt to move along
the spectrum from the PGM to the NGM. Instead, it needs to assess the risk
of each service being outsourced, and select the most appropriate governance
model for managing it.

Figure 15.5 shows how different outsourced services require different
governance models. As it indicates, while some of a PSO’s outsourced services
may require the NGM, others may need only the low level of sophistication
inherent in the PGM. For example, at the same time as a PSO is using the
NGM for its social welfare services, it may use the PGM for very simple
services, such as printing and mailing a brochure. Similarly, a PSO may need
to use the CGM when it outsources services such as snowplowing, building
or traffic-light maintenance, or landscaping. These services have a moderate
risk of citizen dissatisfaction, but the market is robust, and the PSO can change
vendors relatively easily if performance is unsatisfactory.
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Figure 15.4 Examples of outsourcing risk.
Source: Padovani and Young (2008).

Even services with somewhat high citizen sensitivity and moderate diffi-
culty in switching vendors, such as waste removal, may not require the NGM.
If there is no need to coordinate the activities of multiple vendors, the MGM
may suffice. Indeed, the NGM, with its requirement for highly skilled man-
agers and sophisticated technology. is needed only for high-risk services that
also are complex, such as social welfare, housing, healthcare, or pollution
control. With all of these services, not only is citizen sensitivity high, but
also the complex network of relationships means that changing vendors would
be very disruptive to both clients and the other vendors.
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Figure 15.5 Outsourcing risk and the Four-governance Model.

Case examples

The following three case examples illustrate the importance of fitting the
governance model to the outsourced service. They also illustrate the diffi-
culties that can arise when an inappropriate governance model is chosen. The
case material comes from Padovani (2005) and Padovani and Y oung (2008).

Alpha Municipality

Alpha Municipality was a residential and tourism community of 22,000 inhab-
itants located in northeast Italy. Its town council had decided to engage
in competitive bidding for trash collection and disposal services with the
aim of reducing per-unit costs. The resulting contract specified the activities
and procedures that the vendor needed to follow, rather than the results to
be achieved. However, because of resource constraints, regular inspection by
the contract manager of the vendor’s adherence to the contract’s terms was
an all but impossible task. Moreover, the contract did not take into con-
sideration several important vendor activities, such as responding to citizen
complaints. As a result, assessment of the vendor’s performance could only

264



GOVERNANCE OF OUTSOURCING

be measured by complaints, which typically were generated by tourists and
were dealt with by the municipality’s contract manager or its elected officials.
Over the period of the contract there was a growth in complaints and con-
siderable citizen dissatisfaction.

In this instance, the municipality’s use of the procedural governance
model was inappropriate. It resulted in a focus on regulating the vendor’s
activities, rather than on measuring its effectiveness in meeting citizen needs.
It seems clear that either the corporate governance or the market govern-
ance model, with their emphasis on quality and citizen needs, would have
been more appropriate.

Beta Municipality

Beta Municipality was a residential and industrial town of 30,000 inhabit-
ants, also in northeast Italy but located inside a large metropolitan area. It
faced many of the same issues as Alpha Municipality. Here, however, the
contract with the vendor was results-oriented — the focus was on output
targets to be accomplished by the vendor instead of on specific activities. On
a daily basis, the contract manager inspected such output indicators as
cleanliness of the streets, overflowing containers, and facility maintenance.
Negative inspection-findings (as well as citizen complaints) were communi-
cated to the vendor daily, and the vendor was required to notify the contract
manager when each problem was resolved.

Structural deficiencies — instances when the same problems occurred
repeatedly and needed to be solved more systemically — were discussed dur-
ing bi-monthly meetings of a joint commission (composed of the contract
manager, a vendor representative, and a citizen representative). The commis-
sion also levied penalties on the vendor for noncompliance.

As part of its MGM, Beta Municipality had a management control
system that assisted the town’s elected officials and senior managers in
monitoring two very important performance indicators: percentage of
recyclables and purity of recyclables. All other output indicators — such as
street cleanliness, availability of solid-waste and recyclable containers, and
the quality of facility maintenance — were delegated to the contract manager.
With this governance model, there was considerable cooperation between
the municipality and the vendor to meet citizen needs; and, as a result, the
number of citizen complaints was minimal.

Gamma Agency

Gamma Agency was a public transportation entity that had outsourced the
maintenance of its copy-center service — an internal service that provided
flyers, timetables and other similar documents for citizens. The contract was
procedural, with detailed specifications of activities to be delivered within
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specific deadlines (e.g. maintenance of specific parts of the machines at
definite dates or after a specified number of copies had been printed) or on
request (e.g. substitution of toners, repairing of damaged parts, etc.). In effect,
Gamma Agency was using the PGM for a service where adherence to pro-
cedures was important.

Case comparisons

These three cases illustrate the importance of attaining a fit between the ser-
vice being outsourced and the governance model used to manage the vendor.
For example, because it employed the PGM model, Alpha Municipality was
not able to address adequately the problems that arose with poor vendor
performance. By contrast, in Beta Municipality, where the level of risk was
the same as that of Alpha Municipality, use of the MGM helped to ensure
that the service met the citizens’ needs. On the other hand, Gamma Agency’s
use of the PGM was quite appropriate under the circumstances.

Conclusions

These three cases illustrate several important conceptual points. First, under
the right circumstances, a simple governance model such as the PGM may
be all that is needed to ensure adequate vendor performance.

Second, the use of an inappropriately simple governance model for a high-
risk service can lead to problems with vendor performance, and thus can result
in citizen dissatisfaction.

Third, from these case examples, one can conclude that choosing the
most appropriate governance model is not a one-time event. If, for example,
a PSO modifies its contract with a vendor to include a more complex mix
of services, thereby creating an increase in its risk, it needs to assess the fit
of its existing governance model with the new needs. Thus, as a PSO grows,
as its outsourced services increase in complexity, and as the associated risk
increases, it needs to shift to increasingly sophisticated governance models.

Fourth, before it decides to outsource a high-risk service, a PSO’s senior
management needs to be certain that it has the capability to use the
requisite governance model; and, if that model is other than the PGM,
the municipality needs a management control system that is sufficiently
sophisticated to manage the vendor’s activities.

Fifth, a PSO’s management control system is an important element of the
CGM, the MGM and the NGM. In Beta Municipality, for example, it was
a key element in the effort to ensure adequate vendor performance.

Finally, given the above, it seems quite obvious that a PSO can have
multiple governance models operating simultaneously. In part, the appro-
priate governance model for a given outsourced service depends on the degree
of risk. Using the NGM for a low-risk service, for example, is excessively
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costly for the task at hand. At the same time, the decision to outsource a high-
risk service must depend, in part, on whether the PSO has the capability to
operate the requisite governance model. For example, to outsource a service
that requires a high degree of coordination, but without possessing the man-
agerial and technological capability for the NGM, may lead to redundant,
conflicting and ineffective services. In the first instance, the cost of governance
is excessive. In the second, insufficient (or inappropriate) resources are being
devoted to the coordination effort, resulting in a potentially dissatisfied citi-
zenry. Neither should be acceptable to a PSO’s senior management team.

Note

1 This chapter expands upon and develops the argument in F. Farneti and D. Young
(2008) “A Contingency Approach to Managing Outsourcing Risk in Municipalities”,
Public Management Review, 10 (1): 89-100.
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THE GOVERNANCE OF
CONTRACTING RELATIONSHIPS:
“KILLING THE GOLDEN GOOSE”

A third-sector perspective

Steven Rathgeb Smith and Judith Smyth

Throughout the world, the role of third-sector organizations in providing
public services is increasing, primarily through a sharp rise in government
contracting with these organizations." The result is profound changes in
their governance, including the role of staff and boards, their programmatic
focus and their internal operations. Moreover, some changes are fundamental
and raise fears that through contracting governments may be “killing the
golden goose”. Contracting can also affect the motivation and character-
istics of staff and board members and their accountability to stakeholders,
including funders and service users. In many countries, the difference
between traditional grants and contracts is declining as government com-
missioners increase the specificity and performance expectations on their grants,
creating new governance and accountability challenges for third-sector
organizations and their staff and volunteers.

The attraction of contracting with third-sector organizations — the “golden
goose” — reflects many factors: pressure to contain costs, new attention to
civil society organizations and their potential to build social capital and
community, and the influence of the New Public Management, which seeks
to improve the efficiency and effectiveness of public services through con-
tracting, privatization and decentralization (see Hood 1991; Rhodes 1996;
Considine 2003; Behn 2001; Kettl 2005). Given these factors, third-sector
organizations offer at least the possibility of service innovation, lower costs,
community and citizen engagement, voluntarism, and enhanced competition
with the public sector. The community roots of many third-sector organ-
izations also means that these organizations may have political support and
influence, and represent politically important constituencies; thus, government
contracting with these organizations may be a strategy for government to
reach out and support a particular group or constituency. Over time, though,
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the potential benefits of contracting are often undermined by government
policy, creating difficult choices and trade-offs for third-sector organizations
and the individuals who use their services.

This government reform movement has had far-reaching effects on third-
sector organizations and the relationship between government and these
organizations. It has fueled the growth of a wide variety of organizations
to provide an array of public services, especially in health, social services
and housing. Indirectly, the government reform movement has facilitated
the increased interest in voluntarism, citizen participation and community
service. Over time, the sharp rise in contracting has also encouraged third-
sector organizations to become more assertive politically, either directly
through their own actions or indirectly through associations representing their
interests. In the UK and the US, these infrastructure organizations have
received government funding in order to support the capacity of their third-
sector members to compete for contracts and rise to the challenges of
regulation and inspection.

In the US and the UK, the increasing role of third-sector organizations
in the last twenty years has also changed the role of government at all
levels. Indeed, a key argument of this chapter is that the core principles of
good public management — appropriate training and education of govern-
ment managers, greater transparency and accountability, improved citizen
engagement — drive all organizations that provide public services toward
an increasingly standard offer regardless of the governance arrangements.
These resulting effects are rarely raised or questioned whilst government and
third-sector agencies wrestle with the knotty governance dilemmas raised by
an increasingly complex policy process and service delivery system created
by the growth of contracting.

An analysis of these governance challenges and dilemmas is the focus
of this chapter, with an emphasis on the implications for public managers
and third-sector staff and volunteers of the evolving contracting relationship.
Thus, this chapter concentrates on third-sector organizations that receive
substantial grants and contracts, with a particular emphasis on the impact
of these contracts on the governance and programming of these organiza-
tions. The research on contracting practices informing the analysis and
findings in this chapter is drawn primarily from the US and the UK in
order to encourage international comparison and learning. These countries
share similar trends in the overall growth of contracting with third-sector
organizations and the increasing emphasis on achieving good performance
through contract compliance, regulation and inspection, with its attendant
effects on the governance of the third sector. Both countries illustrate more
general issues of governance pertaining to contracting that are also applicable
to other countries and regions with very different contracting arrange-
ments and regulatory regimes. However, public policy toward the third
sector in the UK diverges from the US owing to the Compact (2009), which
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is a formal structured process for the government and third-sector organiza-
tions in the UK to work together. Over time, the Compact has encouraged
government to undertake other initiatives to support the third sector based
upon this Compact framework.

Throughout the chapter, the term “third-sector organization” will be
used instead of nonprofit organization, NGO and voluntary organization.
Third-sector organizations refer to the diverse set of organizations that
can provide an array of services including health and social care, education,
conservation and recreation, and advocacy. These organizations may be entirely
voluntary or they may receive substantial public subsidies and contracts. In
general, the term “nonprofit organization” is most widely used in the US,
while “third-sector organization” has emerged as the most common term to
refer to these organizations in Europe, Australia and New Zealand. “NGO”
is most widely used in developing countries and can refer to a diverse
mix of intermediary organizations. In the United States, the term “NGO”
has generally referred to nonprofit organizations that have a non-US focus.
In the UK, a similar distinction exists between voluntary organizations
and NGOs (see Harris and Rochester 2001), and in the last decade “third
sector” has been replacing “voluntary organization” as the favored descrip-
tor of the sector — for example, the UK government has established an Office
for the Third Sector.

Importantly, the types of organization which regard themselves as part of
the third sector are shifting. For example, the growth of hospices in the UK
and the US creates new members of the third sector, but very few hospices
formally involve themselves in the third-sector community or in their rep-
resentative bodies such as the Independent Sector in the US or the National
Council of Voluntary Organisations (NCVO) in the UK. Housing associa-
tions in the UK are in business and social terms very successful third-sector
organizations but nowadays rarely involve themselves with general third-
sector infrastructure work. In the UK, new forms of National Health
Service (NHS) hospitals and schools have been established. Although they
are not yet classified as third-sector organizations, they are in many ways
constitutionally and positionally much more like third-sector providers than
traditional public services. In the US, nonprofit hospitals are increasingly com-
plicated mixed public and private entities, often with for-profit partnerships
and subsidiaries. These emergent and changing forms of “ownership” should
perhaps be seen as part of the third sector. Likewise, new social-enterprise
organizations such as leisure services companies are assuming responsibility
for the delivery of a range of services previously provided by government in
the UK. For the most part, the traditional third sector has not embraced
these new organizations into their fold, despite the income potential from
membership fees locally and the potential to add to support for the sector
nationally. Coming as they do from traditional public service governance,
with very different psychological contracts and roots, these organizations

272



THE GOVERNANCE OF CONTRACTING RELATIONSHIPS

appear to be on different journeys to more traditional third-sector organ-
izations such as social service agencies.

The chapter initially chronicles the growth of contracting in different
countries, followed by a discussion and analysis of the key challenges and
developments affecting government and third-sector organizations involved
in contracting. The focus in this section of the paper is on three key issues:
performance management and accountability; self-regulation, inspection,
accreditation and quality frameworks; and competition. Each of these chal-
lenges poses a threat to the “golden goose”, thus the section examines the
implications of these challenges for third-sector organizations, especially their
governance. The chapter concludes with suggestions for research, policy and
practice.

The growth of contracting

Government funding of third-sector organizations has a long history in
many countries. In the United States, some of the oldest nonprofit organiza-
tions in the country, such as Massachusetts General Hospital and Harvard
University, received government funding in the colonial period (Smith and
Lipsky 1993; Salamon 1987). In many European countries, including the
Netherlands, the United Kingdom, Germany, Denmark and Sweden, volun-
tary organizations emerged in the nineteenth century as crucial to providing
important social and health services (Burger and Veldeer 2001; Lundstrom
and Svedberg 2003; Henriksen and Bundesen 2004; Bode forthcoming).
However, the growth of the welfare state in the early and mid-twentieth
century in countries such as Denmark, the UK and Sweden resulted in a long-
term decline in the role of third-sector organizations in providing services
(Lundstrom and Svedberg 2003; Henriksen and Bundesen 2004; Gutch
1992). In these countries, local government tended to provide the bulk of
social and health services, with voluntary organizations providing specific
niche services such as emergency assistance. In the US, the situation was
quite different. Public social welfare services were provided primarily by local
government and were quite limited in nature. And the voluntary sector
was quite small and narrow in scope. In the 1960s, government contracting
grew sharply with the growth of the national government’s role in health
and social policy.

Subsequently, many governments shifted their initial funding of third-
sector organizations to more formal contracts with competitive tendering
and substantial regulation. This change, which began in the 1970s and then
quickened in the 1990s and thereafter, was prompted by the search to
reduce public spending and the growth of statutory services. Contracting
with third-sector organizations offered the hope of lower costs. Also, con-
servative governments came to power in the UK, the US, New Zealand,
Australia and elsewhere that were decidedly more skeptical of public services
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and more supportive of market approaches. Consequently, public agencies
(usually local government in countries such as the UK, Australia and New
Zealand) were pushed to transform their role into one of a purchaser and
enabler rather than a direct provider of services (Gutch 1992; Considine 2003;
Lyons forthcoming). This shift to the enabler role fit with the emergence of
the “new public management” movement (Hood 1991; Rhodes 1996) that
stressed “steering rather than rowing” for public agencies (Osborne and Gaebler
1993). To varying extents, this shift in policy is evident in many other
countries such as the UK (Kirkpatrick et al. 2001; Gutch 1992), the US (Smith
and Lipsky 1993; Gronbjerg 1993), Finland (Simonen and Kovaainen 1998),
and Australia and New Zealand (Considine 2003; Lyons forthcoming). In
these countries, this change to formal contracting has also entailed greater
receptivity to government contracting with for-profit service agencies espe-
cially for long-term care and childcare.

In the UK, the government has pledged to increase the involvement of
third-sector organizations in the provision of public services. Indeed, in 2006,
the UK government formally asserted its intention to increase the involve-
ment of the third sector in the delivery of public services (Cabinet Office 2006).
This new target reflects a number of policy objectives:

* to introduce contestability and choice into public services by increasing
the quality and range of organizations that can be commissioned to
provide services;

* to ensure that the statutory sector is able to access the expertise of the
third sector in delivering services to communities, particularly harder-
to-reach communities and challenging client groups;

* to increase the capacity of public services as a whole to respond to grow-
ing demand for services and increased client choice; and

* to increase social capital within communities and facilitate the engage-
ment of service users (Office of Government Commerce 2006).

In response, a new emphasis on commissioning as the central function of
local government has developed, especially in England® as described in the
Local Government Act of 2006. Commissioning, in this context, is the word
used to describe the activities and processes used by governments to decide
how best to use the total resources available to a population in order to improve
outcomes. As applied to contracting, commissioning entails working with and
through a range of different organizations, including third-sector organiza-
tions, to deliver better services for the public. At its core is an understanding
that commissioners are purchasing services from public service teams within
the local authority as well as from arm’s-length provider organizations such
as schools and hospitals, third-sector organizations, and for-profit provider
businesses. Government policy-makers also hope that commissioning is an
effective strategy to ensure that all providers of public services are contestible,
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even when formal competitive tendering has not been used (Audit Commis-
sion 2008). As articulated in the government’s White Paper, local authorities
should play a coordinating role, facilitating cross-agency collaboration and
cooperation to produce innovative, joined-up services involving public- and
third-sector organizations, especially for vulnerable people. Many policy-
makers and practitioners in the UK are seeing the future role of local govern-
ment as commissioning from a range of service providers — only including
those provided from within the public sector if they are evidentially better
and more efficient than potential competition.

In practice, though, the shift to contracting in many countries such as the
UK and the US has not led to widespread privatization of public services.
Many of the services provided by third-sector organizations are relatively
new. Thus, contracting has been used to respond to innovation and create
entirely new services, frequently in response to new social movements such
as the women’s movement. For instance, in the US, the UK and Canada,
domestic violence programs are provided by voluntary agencies under govern-
ment contract. Many other examples exist, including immigrant assistance
and AIDS services. In the UK, national program such as Surestart, the
Children’s Fund and Connexions provided new opportunities for third-
sector providers to offer new services, and in some areas the third sector
increased its role as service provider quite considerably — although a frequent
complaint of third-sector organizations is that they are used when funding
streams are short-term and uncertain because it is easier to discontinue an
external contract than to lay off government employees.

The political attractiveness of contracting and the use of contracting as
a quick way to respond to new needs is evident in the growth of contract-
ing among governments and large multi-national NGOs such as Save the
Children, CARE and Oxfam. These third-sector organizations receive hun-
dreds of millions of dollars in contracts to provide humanitarian relief and
development programs. In addition, many countries in the developing
world have contracts with locally based NGOs for a variety of important
services. The extent of contracting in the developing world has exploded
in the last twenty years owing to the changing character of foreign aid;
recurring crises, wars and natural disasters; and political liberalization
allowing the growth of the NGOs.

In the UK, these aspirations for greater engagement of the third sector
in providing public services through contract has been generally welcomed
by much of the third sector (Etherington 2006). Nonetheless, little evidence
exists to suggest that significant redistribution of work from the public sector
to the third sector has occurred despite specific targets for third-sector pro-
vision. For example, a Public Accounts Committee report published in 2006,
Working with the Voluntary Sector, found that the government had failed to
meet key targets to increase the third sector’s involvement in public services
(Public Accounts Committee 2006). The committee recommended that new
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targets should be established beyond 2006 to provide a real incentive for depart-
ments to increase their involvement in the sector. Indeed, the creation of
children’s and adult services authorities has resulted in work previously
contracted out to the third sector transferring back into local authorities
(including SureStart, the Children’s Fund and Connexions services). And it
should be noted that the UK government’s targets to increase the propor-
tion of services provided by the third sector are in conflict with government
policy to develop local-authority commissioning capacity which is focused
on choosing the best provider (in terms of willingness to change, efficiency
and impact on outcomes), regardless of sector. Commissioners in England
are being trained to focus on outcomes and to be sector-neutral. Arguably,
the threat of privatization is acting as a spur for innovation and service
improvement within the public sector as suggested by recent changes and
reforms in adult and children’s services in the UK.

One additional trend is evident in the relationship between government
and the third sector. In the last ten years, many countries have implemented
policies to individualize and personalize services. In some countries, the result
is new consumer subsidies as a strategy to provide needed public services.
Many countries offer childcare vouchers for eligible parents that the family
can use to pay for childcare from any eligible provider (Adams, Rohacek
and Snyder 2008; Simonen and Kovalainen 1998). And many countries
increasingly employ housing vouchers to help the poor and disabled afford
adequate housing (Priemus 2000).

Further, in the UK, the US and elsewhere, policy-makers, service-
providers and consumers have individual budgets to personalize services for
the aged and for people with disabilities through greater individual control
over service decisions. Typically, the service recipient makes the decision
on service providers with the help of a public service broker. Some recent
studies show enormous benefits for individuals and considerable savings to
the public purse.’

While both vouchers and individual budgets for social and child care and
housing are not typically earmarked for third-sector organizations, they have
had important direct and indirect effects on government-third-sector rela-
tionships. Individual budgets and vouchers call for new funding arrangements.
Commissioners need to know the unit cost and overall value of services,
producing an incentive for government administrators to create new contract
forms including more spot purchasing for specific clients or circumstances
and less reliance on potentially wasteful block contracts that provide fund-
ing for a group of clients and services. Skilled commissioners will need to
understand how each provider is financed and the critical balance between
fixed and variable costs. In general, individual budgets and vouchers encour-
age greater competition among service agencies and greater uncertainty among
providers on receiving payments from government. However, individual
budgets and vouchers tend to shine the spotlight on the quality and impact
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of services and encourage service providers to market their services directly
to potential clients and the public in ways that could potentially lead to greater
responsiveness to clients in the future.

Contracting in practice

The expansion of government contracting with third-sector organizations has
created new challenges and opportunities for these organizations and, more
broadly, the governance of public services. These challenges can be grouped
into three broad categories: performance contracting and management; self-
regulation, inspection, quality assurance and accreditation; and competition.
Each of these factors has a substantial and enduring effect on the governance
of services provided by third-sector organizations including the respective
roles and responsibilities of public managers and the boards and staff of third-
sector organizations. As will be discussed, these developments and challenges
such as performance contracting can undermine the potential advantages
of third-sector organizations that attracted public managers to engage these
organizations in public service delivery through contracts. Also, these chal-
lenges and the effect on the third sector will also be evaluated at the end
of each section with respect to the standards for good governance for the
public services developed in 2004 by an independent commission jointly
sponsored by the Office for Public Management (OPM) and the Chartered
Institute of Public Finance and Accountancy (CIPFA).

Performance contracting and management

To varying degrees, the growth of government contracting with third-sector
organizations has produced increasingly intensive efforts to hold these
organizations to account. This effort began with the initial build-up of
government contracting. Service agencies were expected to be accountable
for their expenditure of public contract funds. However, this accountability
tended to be in a line-item sense: Were the public funds spent according to
the stipulations of the contract? This “process” or “regulatory” accountability
typically involved reporting the number of clients served or meals delivered
as well as a budgetary breakdown on the allocation of various expenditures
(Behn and Kant 1999). Government also tried to increase the likelihood
that the contract agency delivered a quality program by requiring staff and
program standards even before any money was distributed. This objective
is often achieved by a pre-qualifiying questionnaire in which evidence of
accreditation, governance and financial solvency are required. In this initial
period, accountability expectations tended to be relatively modest and/or
informal.

Over time, many policy-makers became disenchanted with this process
accountability, arguing that it provided little evidence of the effectiveness with
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which programs were achieving their desired outcomes. Further, govern-
ment administrators worried about the potential mismatch between public-
and third-sector priorities. As a result, public funders began to require that
service agencies measure the impact they are having on outcomes for
service users and taxpayers. Toward this end, government funding agencies
instituted, to varying degrees depending upon the country and jurisdiction,
performance-based contracting that strives to hold nonprofit (and for-
profit) agencies accountable for reaching specific performance targets (Behn
and Kant 1999; Forsythe 2001). Indeed, many governments, including the
US, the UK, Australia and New Zealand, will not reimburse third-sector
organizations unless they meet performance targets, although the extent and
rigor of the performance contracting varies depending upon the service
category and prevailing public policies (Smith forthcoming; Lyons forthcoming;
Phillips forthcoming).

Outcomes-based contracting is being developed across the world. Rather
than specifying activities and processes, commissioners are now working
out how best to specify outcomes. Thus, third-sector service providers are
increasingly expected to design the optimal service for the money available
and demonstrate success through evidence of the impact on outcomes.
Toward this end, in the UK, many policy-makers and administrators
have embraced, the framework of Results Based Accountability by Marc
Friedman (2005) and similar approaches that focus commissioners and ser-
vice providers on outcomes. Friedman initially developed his ideas through
work with federal and state governments in the US. His work is already
beginning to be reflected in the nature of contracts in the UK and other
countries, including New Zealand, which will over time change the way in
which third-sector organizations measure and manage performance internally
and the focus of attention of their boards.

Better performance by service agencies was of course a central goal of many
policy-makers interested in expanding government contracting with nonprofit
organizations; thus, the widespread application of performance management
to third-sector organizations receiving public funds is a logical development.
However, this heightened interest in performance has a number of implica-
tions for the governance of third-sector organizations, including the role
of voluntarism within these agencies. This shift to outcome evaluation often
involves a revolution in thinking for agencies and their overall management.
Agencies need new investments in management information systems and
monitoring in order to track and compile important programmatic and
financial data, track outcomes (to the extent feasible), and better understand
their cost structure. The effect is to “professionalize” the administrative
infrastructure of third-sector organizations that can then create problems of
mission and focus for an organization since a more substantial infrastruc-
ture can require new resources that may be at variance with the previous
programmatic focus of the organization. However, professionalization can
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also be beneficial for the organization because it may allow the organiza-
tion to manage its finances and programs more effectively. Overall, a more
professionalized infrastructure may be required in order to sustain the
organization and have a positive impact.

Moreover, in the UK, government is striving to standardize the assess-
ment and referral forms used by all service providers in many services,
including social housing, children’s and adult services, in order to facilitate
personalization and the collection of evidence of impact on outcomes from
all the different service providers in these service categories. For example,
children with additional needs will not be able to access the range of services
without a Common Assessment Form (CAF) and a lead professional. Third-
sector organizations will need to complete these forms and act as lead
professionals, which will further standardize their work since compliance
with these regulations will be required.

These adaptations can be an especially difficult challenge for smaller
community-based organizations, given their relative undercapitalization and
specialization. Many third-sector organizations started through commu-
nity initiative often lack, at least initially, a highly trained professional or
administrative staff. Some of these agencies originally emerge from an
unincorporated group of people concerned about a social problem. A clear
separation between the board and staff is absent, and many of these agencies
do not have full-time executive directors. Government accountability measures,
including performance-based contracts, often require these agencies to adopt
new administrative procedures, add professionals, institute new financial
management practices and, in some cases, modify existing physical structures.
Consequently, the voluntarism that is the hallmark of many community
agencies in their start-up phase is difficult to sustain in the current environ-
ment with the pressure to be more accountable to government and donors.
Given this current emphasis on performance, third-sector organizations that
continue to rely upon volunteers in direct service roles tend to be programs
offering low-intensity services such as emergency assistance, crisis hot-lines,
and tutoring.

Importantly, commissioners and third-sector organizations in the UK
and the US have encouraged coalitions of third-sector organizations to
come together for the purposes of contracting. This effort is challenging
to the independence of third-sector organizations and can undermine their
governance even when great care has been taken to agree clear accountability
arrangements in writing.

This shift to professionalization and performance contracting can be
especially consequential for the relationship between third-sector organiza-
tions and their clients. Many third-sector organizations emerge out of a desire
of a “community” of people to address a problem or social need such as
homelessness, arts education, or workforce development. These individuals
create a service agency that regards its mission as logically being responsive
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to their community of interest (Smith and Lipsky 1993). Government, by
contrast, tends to approach services and clients from the norm of equity, con-
sistent with the need of government officials to treat groups and individuals
fairly. Equity can be interpreted in a variety of ways, but in social and health
services it usually means defining need in order to allocate resources by
criteria deemed to be fair — e.g. income, geographic location, and severity
of illness or need. Because of their emphasis on responsiveness, third-sector
agencies may clash with government, especially on policy matters relating
to services, clients and staff. This clash can be especially pronounced under
a performance-contracting regime which can leave third-sector agencies little
discretion on the performance targets to be met and may require the agency
to shift its programmatic focus toward short-term goals and client groups
at variance with their original community of interest (Smith and Lipsky 1993).
Likewise third-sector organizations established to deliver a particular pro-
gram of care (such as a “nine-step program” or particular form of therapy)
will be challenged by outcome-focused contracts. In the past, they have won
contracts from commissioners persuaded of the efficacy of the approach. In
the future, they will need to demonstrate impact on outcomes, and in some
cases they will have to consider a range of therapies in order to hit targets.
If they fail to demonstrate target outcomes, they could be marginalized
by commissioners who perceive that the third-sector providers are more
concerned with process than with outcomes.

Another difficult program-related dilemma raised by performance con-
tracting and contracting within competitive environments is that agencies
may face incentives to “cream” the clients who have the greatest possibility
of successful outcomes. For instance, performance-based job-training contracts
may encourage agencies to work with clients who can succeed, especially since
an agency will not be reimbursed unless clients are successful. In a com-
petitive contract culture, agencies want a positive reputation in order to obtain
new contracts or retain existing contracts. This incentive can promote
the creaming of clients, even if it is counter to the overall objectives of the
contract (see Considine 2003; Behn and Kant 1999).

The government-third-sector organizational relationship may be different
if the contract is regarded as a one-time event. In the US, some federal con-
tracts to third-sector agencies are awards for program innovation with no
expectation of a continuing contract. However, even in these circumstances,
the federal government increasingly requires extensive documentation of pro-
gram services and finances by the agency. Also, the competition for contract
funds means that, even if a contract is a one-time event, the agency may hope
to replace a contract with another contract. For example, substance-abuse
agencies have been able to obtain federal grants sometimes through the
Department of Justice for innovative treatment programs for parolees.
However, these agencies often hope that state government will assume the
responsibility for funding these services or another federal contract will be
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awarded to take the place of the expiring contract (Sosin, Smith, Hilton and
Jordan forthcoming).

Third-sector agencies may try to overcome some of the limitations imposed
by government contracts by using private funds to cross-subsidize the cost
of service. Or workers may essentially volunteer their own time to help par-
ticular clients in ways that go beyond the expectations of the government
contracts. Yet the more recent shift in government funding toward perform-
ance contracting and standardization makes it more difficult for agencies to
go beyond the expectations of the contract. Low vendor rates and greater
competition also push agencies to be more bottom-line-oriented and reduce
the “slack” in agency operations. As a result, agency staff are likely to
interact with clients differently and focus even more directly on the specific
expectations of the government funder.

Importantly, another key trend related to the heightened interest in
performance is the growing interest and support among policy-makers and
advocates for greater personalization of services. In the US, this trend is
reflected in the creation of individual accounts for disabled children and adults
that allow them or their guardians to choose their providers and thus direct
their public funding.* Increased funding for vouchers in housing and child-
care, rather than direct contracts to providers, also exemplifies this trend. In
the UK, the Department of Children and Families (DCFS) is experiment-
ing with lead practitioners or “brokers” with budget-holding authority who
exercise choice in terms of services on behalf of children and families (DCFS
2006; Gillanders 2009). As in the US, the UK government is also establish-
ing an individual budget for the disabled (Prabhakar, Thom, Hurstfield and
Parashar 2008). However, this movement toward individual choice places even
greater pressure on government to ensure the quality of local providers. Local
commissioners and public managers will need to know that providers meet
local standards of service and management, including safety and governance.
Over time, the shift to vouchers and individual budgets will undermine the
traditional contract relationship between government and third-sector pro-
viders. It has the potential to improve outcomes by creating more informed
managers, purchasers and citizens, but it could also create greater financial
and programmatic uncertainty among providers since they will now have
to compete for funding with individuals and/or their guardians.

Interestingly enough, the advent of performance contracting and the more
recent push for greater choice in services may encourage more commu-
nity connections by many third-sector agencies. Many agencies founded in
the last thirty years were started by individuals who were very passionate
about addressing a specific problem, such as economic development, at-risk
youth, substance abuse, housing, or mental health. The boards tended to
be small, and government contracts tended to encourage passivity in board
governance since many board members were not familiar with the intricacies
of government contracts and joined the board for their commitment and
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support for the agency’s clients and programs rather than for their funding
expertise and connections. Further, since funding was initially adequate to
support operations, agency boards had little incentive to seek broad-based
community support. But the new pressure to be efficient and more account-
able pushes third-sector community agencies to restructure their boards and
their community relations in order to improve their competitive position
for public contracts and to raise private funding. Agencies also want to have
broad community support in order to enhance their profile and perceived
legitimacy, particularly given the greater importance of client choice.

In conclusion, set against the six standards described in the Good Govern-
ance Standard for Public Services (Independent Commission 2004), the effect
of performance contracting on governance is summarized in Table 16.1.

Self-regulation, inspection, accreditation and quality frameworks

The dilemmas and challenges of performance- or outcome-based contract-
ing between government and third-sector organizations has encouraged
governments and third-sector organizations across the world to develop new
approaches to ensuring service quality and good performance, including greater
emphasis on technical assistance and support, self-regulation, inspection and
accreditation.

Broadly speaking, technical assistance is often delivered through a variety
of different capacity-building initiatives. In the UK and the US, four
different approaches to improving the capacity and professionalism of the
third sector are evident. First, governments have specifically encouraged the
broader application of accreditation policies. In the UK context, accredita-
tion means that organizations or individuals are accredited to deliver a
particular service, and that accreditation indicates that they have “achieved
a specified, minimum standard, laid out by the accrediting body” (Department
of Health 2006a: 34). Overall, an accreditation process is a one-off measure
of current competence; if an organization is successfully accredited, then
it may be awarded a “kitemark”. For instance, the acquA accreditation
process was developed by third-sector organizations in Herefordshire, UK,
and is administered by the Health and Social Care Alliance. Commissioners
from the NHS, and local government have agreed not to contract with any
organization not accredited through acquA.

Second, in the UK, a strong tradition of regulation and inspection has
developed. External bodies set standards and carry out inspections with the
aim of assessing whether organizations are meeting the minimum standards
required. Regulatory bodies and inspectorates for health and social care
in the UK include the Health Care Commission and the Commission for
Social Care Inspection (CSCI). In the US, these regulatory bodies such as
the Commission on the Accreditation of Rehabilitation Facilities (CARF)
and the Joint Commission that accredits healthcare organizations are also
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increasingly important as a way for government to encourage service quality
and better performance by private providers.

Third, in the UK and the US, growing interest exists in developing quality
frameworks specifically tailored for the third sector. A quality framework is
a structure for examining the quality of an organization across a number of
areas. For example, the UK’s Charity Commission’s Hallmarks describe six
overarching principles of an effective charity that together creates a frame-
work for effectiveness to guide charities in their work. Quality frameworks
are often used to promote organizational learning and development. Good
examples in the UK include Investors in People, Quality Counts and the Good
Governance standard for public services which underpins the governance
frameworks for local government, Children’s Trusts, and wider public services
in England and Wales (Audit Commission 2008). In the US, the Maryland
Association of Nonprofits has developed the Standards of Excellence which
detail good governance standards for nonprofits (Maryland Association of
Nonprofits 2009). And the Panel on the Nonprofit Sector (2007) sponsored
by the national organization, the Independent Sector, issued a report entitled
Principles of Good Governance and Ethical Practice as a guide for self-
regulation by nonprofits and foundations.

In the UK, peer review is also increasingly regarded as an important
strategy to enhance the performance of third-sector organizations. These pro-
cesses involve external experts in the relevant field assessing an organization’s
performance or providing challenge and support to an organization. For
instance, the Improvement and Development Agency for local government
(I&DeA) supports peer review to promote better performance in local
government, including commissioning with the third sector (I&DeA 2008).
Peer review may involve an individual or team of peer reviewers from
within the third sector carrying out an assessment of how well an organiza-
tion meets the requirements of a quality framework. Another variation that
is gaining greater credence is peer referencing whereby individuals or teams
of reviewers assess an organization and benchmark it against other com-
parable organizations in its sector or field. This type of formalized peer review
within local government or the third sector tends to be less advanced in most
other countries, including the US and Canada.

Peer review and the broad interest in quality standards and frame-
works such as the Standards of Excellence are part of a widespread move
to enhance the capacity of the third sector for self-regulation. For instance,
the Charity Commission in the UK (2006) explicitly states a commitment
to encouraging self-regulation and a reduced regulatory burden where pos-
sible in their Partnership strategy. The Commission states that work currently
ongoing to help large umbrella charities review their quality standards
tools to reflect the Commission’s Hallmarks of an Effective Charity could
lead the Commission to withdraw from conducting Review Visits to these
charities.
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As another indication of the commitment of the UK government to
enhancing performance management and regulation in the third sector, the
Treasury conducted a cross-cutting examination of the role of the third
sector in service delivery as part of the 2002 UK government’s Spending Review
(HM Treasury 2002). The substantial contribution that the third sector
already made to public service delivery underpinned the review, which then
produced new government policies regarding the third sector and commis-
sioning. First, new initiatives such as FutureBuilders and CapacityBuilders
are designed to increase the capacity and professionalism of the third sector
in order to help it meet the demand for more public service provision.’ Second,
government is trying to reduce the barriers in current procurement, com-
missioning and contracting regimes faced by third-sector organizations in
accessing contracts or funds. (Similar initiatives have occurred in the US.)
Third, government and third-sector organizations are at least rhetorically
committed to the goal that third-sector organizations engaged in public
service delivery should be well governed and managed, properly regulated,
and meet at least the minimum programmatic, managerial and ethical
standards (NCVO 2008).

The tension between government accountability expectations and self-
regulation and control by third-sector organizations that is evident in many
countries has been especially evident in the UK in recent years. For example,
the 2002 UK Treasury review commented:

in contracting with the voluntary community sector to deliver services,
Government must ensure that regulation is proportionate and the
independence of the sector is recognized; the greater the regulation,
the greater the risk that the best features of the sector are smothered.

(HM Treasury 2002: 17)

In more recent policy statements, such as the Report of the Third Sector
Commissioning Task Force (Department of Health 2006), the Govern-
ment stressed the need for the third sector to demonstrate their “fitness for
purpose”. However, the report also warns that “disproportionate and
inconsistent demands of multiple regulators” presents a major barrier to
increasing the involvement of the third sector in service delivery. The report
also suggests that a simplification of the present regulation system is needed,
commenting that:

Regulation, licensing and accreditation of health and social care
providers needs to be equitable, proportionate, risk-based and
streamlined, so that it optimises the overall inspection and moni-
toring burden proportionate to the balance of users’, providers’,
commissioners’ and regulators’ needs.

(Department of Health 2006b: 17)
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The report also highlights the merits of peer-review initiatives such as acquA
to enable the third sector to meet the demands of contracting with public-
sector organizations.®

To streamline regulation further, the UK government’s Better Regulation
Task Force (BRTF) (2005) issued a report entitled “Better Regulation for Civil
Society”, which recommended that the UK funding and regulatory govern-
ment departments undertake a systematic measurement of the administrative
burdens associated with third-sector contracts. The principle of propor-
tionality in regulatory systems is particularly pertinent for the third sector,
meaning that a regulatory system does not treat all organizations the same
but is proportional to the organization’s size and capability to respond to
regulatory requirements.

Another vitally important influence on third-sector organizations in the
UK is the Compact: a formal agreement negotiated between the government
and leading third-sector organizations in 1998. It is intended to apply to the
interactions between government at all levels including local government and
the NHS and the third sector. After a slow start, most local commissioners
are implementing the basic principles of the Compact whenever they are
contracting with third-sector organizations. Indeed, the Commissioner for
the Compact is considering plans to develop a potential accreditation for
good Compact practice (Compact 2008).

The UK Compact has generated broad attention throughout the world
from governments and third-sector organizations. Some countries, such as
Australia, have experimented with local-level compacts (Casey and Dalton
2006). However, no country has yet developed as structured an agreement
and relationship as the UK. The reasons for the divergence between the UK
and the rest of world relate to its strong national government, extensive
voluntary sector, and relatively weak local government. Further, many lead-
ing voluntary organizations in the UK are highly dependent upon state
support — unlike in the US where the extent of government support varies
widely. Other countries such as Germany and the Netherlands already have
corporatist-like structures in place that permit and encourage bargaining
between government and the voluntary sector, mitigating somewhat the
pressure to create new institutions and structures like the Compact.

In sum, contracting in the UK, the US and other countries appears to be
entering a new uncertain phase: greater interest in accountability and perform-
ance but also more support for decentralization, discretion and individual
choice. In this sense, the tensions evident in contracting with third-sector
organizations embody some of the inherent contradictions of the New Public
Management more generally (Rhodes 1996) which promotes markets and
better performance and more community and citizen responsiveness. The
push for accountability is creating stricter standardization of expectations
by government of third-sector organizations. Board members and staff of
third-sector organizations may thus feel very disaffected because of the lack
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of independence and the burdens of compliance. One could argue that the
endgame is the transfer of better governance practices to the board of third-
sector organizations and the consequent reduction of external regulation
and inspection. However, this shift seems unlikely. Meanwhile third-sector
provider organizations in many countries, including the UK, the US, Australia
and Canada, face the need to be increasingly compliant and accountable in
everything they do.

In conclusion, set against the six standards described in the Good Govern-
ance standard for public services (Independent Commission 2004), the effect
of increasing external regulation and inspection on governance is similar
in some respects with the impact of performance contracting. These effects
are summarized in Table 16.2.

Increased competition

The growth of performance contracts and the more general interest in
enhanced accountability promotes greater competition for public contracts
and private donations, although obstacles to effective competition and broader
counter-trends at the street-level promoting collaboration also make the imple-
mentation of effective competition practices difficult. In the initial build-up
of government contracting with third-sector organizations, most agencies did
not really compete with other agencies for contracts. In the US and in other
countries, most contracts were cost-reimbursement contracts that essentially
paid agencies for their costs based upon the contract terms and budget.
Reimbursement was not linked to outcomes, and most agencies recovered
their costs (at least as specified in the contract). Little incentive existed for
agencies to compete with other agencies for contracts since contracts were
unlikely to be moved from one agency to another unless egregious problems
existed. Moreover, outcome data were lacking that would provide a basis
for changing contract agencies. The advent of performance contracting gives
government much more information and justification for changing contract
agencies if performance targets are not being met. At least some third-
sector organizations also have an incentive to compete with their fellow
agencies since they could potentially grow through additional contracts.

The increase in competition for public and private grants (and clients) is
also related to other important trends affecting third-sector agencies. Public
commissioners are seeking to provide a more level playing field for service
providers from different sectors, creating more competition for third-sector
organizations from for-profit and public-sector teams, although the extent
of this competition varies greatly depending upon the jurisdiction.

Thus, for-profit firms now compete for contracts in service categories
previously dominated by third-sector providers, including childcare, home
care, and community programs for the mentally ill and developmentally
disabled. For-profits may possess some advantages vis-a-vis nonprofits in the
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competition for contracts and government funding. First, for-profit chains
have access to capital and a sufficient size that allows substantial economies
of scale, allowing it to operate at least some programs more efficiently. Second,
many third-sector organizations are mission-based and small and unwilling
to serve certain type of clients or in specific regions, reducing the oppor-
tunities for them to cross-subsidize their operations through growth or a
diversified client mix. Many community-based organizations may also be very
ambivalent about expansion (or lack the capacity for growth). For-profits
typically do not have these types of mission constraints and, consequently,
may be more willing to serve a diverse mix of clients, including controver-
sial clients. Third, for-profits tend to be newer entrants to the provision of
some types of services such as home care or community programs for the
mentally ill. As a new entrant, they may be able to obtain substantially higher
rates for their services than a thirty-year-old community-based organization
since rates for specific agencies tend to be quite dependent upon the date of
founding (and the negotiating skill of the chief executive). Once established,
rates tend to grow incrementally, and during periods of fiscal crisis or
austerity actually decline.

The variation in the mix of for-profits and third-sector organizations
in particular service categories in different localities reflects several factors.
Some jurisdictions discourage or restrict the entry of for-profits. In some
areas, the third-sector provider community is so large and entrenched that
for-profits are themselves discouraged from entering specific service markets.
For-profits may avoid financially risky services such as serving the homeless
mentally ill. Further, rates for some services may be so low that for-profits
may find it difficult to make a profit; hence nonprofits that can cross-
subsidize their services with private donations or earned income may have
a competitive advantage.

A second important trend facilitating greater competition is the push for
greater client choice in the selection of service agencies, especially in com-
munity care for the aged and disabled. To the extent that clients have
greater choice of services, agencies will need to adjust by marketing their
services to citizens and competing with other agencies. The movement
toward client choice varies significantly between countries and even within
countries. Nonetheless, this trend is especially noticeable in services for the
elderly, MR/DD clients, and the chronic mentally ill that offer them more
independence and control over their own lives. While client choice in service
providers remains limited in some service categories and jurisdictions, it is
slowly building momentum and influence, so it is likely that greater choice
will be available in the coming years.

The third factor promoting competition is the sheer number of third-
sector organizations in many communities. Many are relatively small and
young. So they are now at a point in their organizational life-cycle where
some of the initial grants and contracts are expiring or maturing. So these
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organizations need to create a sustainable plan for the future that includes
new sources of revenue. This planning often involves competing for public
contracts and grants.

Finally, the increasingly intensive accountability measures including per-
formance contracts can intensify the competitive pressure on nonprofits.
Specifically, performance contracts raise the specter that an agency could
lose its contracts if it did not meet specific performance targets. Relatedly,
governments in the UK, the US (Smith forthcoming) and elsewhere have
restructured many contracts from a cost-reimbursement to a fee-for-service,
allowing government to exert greater fiscal and programmatic control over
contract agencies (at least theoretically); in effect, contracts and funding from
government (and private funders) is increasingly restricted, creating greater
uncertainty and prompting agencies to be more aggressive in seeking new
funding sources. This trend can be counter to other strands of government
policy which stress the need for long-term partnerships in which contract
relationships are open, transparent and characterized by continuous improve-
ment on both sides.

The greater competition for public contracts (and private donations, depend-
ing upon the country) encourages third-sector organizations to tap earned
income and fees more extensively as a source of revenues. In the context of
social and health services, fees and earned income can involve a variety
of diverse revenue options: the payment of fees by individuals, public and
private insurance companies, and corporations; selling services such as
technical assistance or cookbooks; earning money from client-run businesses,
such as a restaurant staffed by the disadvantaged; real-estate development
(including parking revenue); and selling food at a local festival.

Despite the broad attention to earned income and fees by third-sector
organizations (Alter 2007), many third-sector organizations are not well
positioned to raise substantial earned income through the sale of services
(Foster and Bradach 2005). Many community organizations are, as noted,
undercapitalized, limiting their ability to launch new projects or initiatives.
They also tend to be very value-driven, with scant interest in expanding
their earned income. Also, many agencies do not have any service that they
can profitably sell on the “market”.

The growing emphasis on earned income and competition raises a broader
concern that many community-based organizations may feel pressure to be
more competitive and emphasize services that generate adequate public and
private revenues, thus shifting away from their commitment to support-
ing valued community services lacking adequate funding (Eikenberry and
Kluver 2004; Alexander, Nank and Stivers 1999). In the process, nonprofits
may change their governance structure through staffing and board changes
that diminish their commitment to longstanding values and their historical
mission. However, some third-sector organizations may deepen their con-
nections to their community in response to competition since agencies have
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an incentive to broaden their community and political support to aid them
in successfully winning contracts, obtaining private grants and donations,
and developing earned income sources (which often need private grants for
their initial capital).

Overall, the trend is certainly toward greater competition among con-
tract agencies; however, other developments are encouraging nonprofits to
consider greater collaboration with other public and private organizations.
The economic crisis is forcing increased consideration of collaboration
among service agencies to reduce costs — including, in more extreme cases,
full-scale merger. Faced with fewer financially stable agencies, government
officials may feel pressure to work more collaboratively with third-sector
service providers. And some localities lack a sufficient number of third-
sector providers to have effective market competition for government
contracts. Also, contracts themselves have become more complex and may
include requirements for collaboration among service agencies. For example,
a program for at-risk youth may be delivered by a third-sector organization
in collaboration with the local school district.

In conclusion, set against the six standards described in the Good Govern-
ance standard for public services (Independent Commission 2004), the effect
of competition on governance is summarized in Table 16.3.

The politics of contracting

Prior to extensive contracting, agencies tended to focus on their own pri-
vate set of concerns that were regarded as quite separate from the public
sector, and government regulation was quite minimal. Consequently, agencies
possessed little incentive to actively lobby government (especially since
government was unlikely to respond with any substantial changes in policy).
However, contracting profoundly changed the incentives faced by third-
sector organizations regarding political activity and their interest in influencing
government policy. The availability of contracts meant that agencies could
obtain funds for new and existing programs. And agencies receiving govern-
ment contracts were directly affected by government policy regarding con-
tract rates, regulations and programmatic standards, referral policies and
the overall budget climate. As a result, third-sector organizations are now
in a different political position than prior to the contract era, with much
greater incentive to engage in the political arena and to strive to influence
public policy.

Nonetheless, third-sector organizations can face significant obstacles to
political activity and advocacy. As noted, many agencies are quite small and
lack the staff resources actively to participate in the political process. The
board members of many third-sector organizations tend to be attracted
to board service owing to their commitment to the agency’s mission and
services such as child welfare or homelessness; consequently, most board
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members possess little experience with government policy. In many countries,
the board and staff of the organization may also be concerned that polit-
ical activity might jeopardize their relationship with government and, in the
US, even their tax-exempt status.’

In response to these sometimes contradictory pressures, third-sector
organizations have an incentive to construct their political strategies with a
recognition of the potential impact on their relationships with government
and the resource constraints facing these agencies. First, third-sector organ-
izations in many different countries, including Canada, the UK, Australia
and the US, have banded together to create coalitions and associations of
providers to lobby government and advocate key agency priorities. These
coalitions can be formally incorporated tax-exempt organizations with paid
staff or more loosely organized associations with no formal legal status. Some
coalitions are sizable enough to have paid staff while other coalitions have
no paid staff by the coalition, although they may depend upon the in-kind
contributions from the member agencies.

In the UK, two of the most widely known associations representing the
third sector are the National Council of Voluntary Organisations (NCVO)
and the Association of Chief Executives of Voluntary Organisations (ACEVO).
In addition, there is a range of sector-specific bodies such as the National
Housing Federation and an emerging group of infrastructure bodies repre-
senting, for example, hospices, foundation hospitals and academy schools.
In the US, national-level associations include the Alliance for Children and
Families and the National Council of Nonprofits. Many state-level coalitions
and associations also exist, including the Minnesota Council on Nonprofits
as well as subsector organizations such as the Massachusetts Association of
Human Service Providers.

A second response of third-sector agencies to the politics of contracting
is to hire staff or appoint board members with experience with government
contracts. In many jurisdictions, third-sector agencies now have executive direc-
tors who previously held important government positions. Board members
can now include prominent local leaders with credibility and legitimacy
to influence government policy. Of course, individual agencies will vary in
the extent to which they have staff with previous government experience;
in general, the larger agencies with the more extensive resources are in a
better position to compete for these highly desirable staff and executives.

Hiring staff with government experience is a very public acknowledgment
that government contracting can be a long-term relationship for many
third-sector organizations. Today, third-sector organizations provide an
incredibly diverse array of services, often under very difficult circumstances.
Many government contracts are for ongoing services such as child welfare,
prisoner re-entry programs, community programs for the development-
ally disabled and mentally ill, home care for the elderly, and workforce
development. To be sure, the certainty of funding is often very unclear and
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unpredictable. Many agencies, especially larger agencies, may experience
declines in some contracts and increases in other contracts in any particular
year (Sosin, Smith, Hilton, and Jordan forthcoming; Allard 2008). However,
agencies tend to have long-term relationships with government and are
expected to be able to weather the cyclical nature of government funding.
As a result, third-sector organizations need to invest in their staff with
the goal of building productive long-term relationships with government
in order to be effective and sustainable; staff with government experience
can be of great assistance.

Thinking about the relationship with government as a long-term relationship
is reflected in other organizational adaptations to contracting. Government
contract administrators place great priority on several key management
components: sound financial management, including regular audits; atten-
tion to performance management, including the use of current program
evaluation models; up-to-date tracking of clients and services; and a good
reputation in the local community. In order to meet government expecta-
tions on these important priorities, third-sector agencies with contracts (or
interested in obtaining contracts) need to invest in expertise in financial
management, program evaluation and information technology. Over time,
then, government contracting tends to change the internal agency dynamics
and management style profoundly.

The movement of professionals back and forth between government and
third-sector contract agencies tends to encourage a consensus on program-
matic standards in particular service categories. Over time, this consensus
can become a characteristic of the “contracting regime” whereupon government
and third-sector agencies develop a common set of assumptions to guide their
relationships. The regime concept suggests that two parties are mutually
dependent upon each other, so that each party cannot easily leave the rela-
tionship. However, an equally important aspect of regimes is that one party
is typically much more powerful than the other. In the case of contracting
regimes, government tends to be the more powerful partner and is in a
position to dictate programmatic and financial expectations even in the
face of opposition from their contract agencies (Smith and Lipsky 1993;
also Considine 2003; Considine and Lewis 2003). For example, a public
child welfare department and a set of third-sector child welfare agencies
may develop specific norms about acceptable practice, referral policies and
reimbursement rates. These norms then guide the behavior and strategic
management of the government department and the providers. In this
relationship, government is able to drive the evolution of these norms, given
their resources and political influence and the relative absence of alternative
funding sources for their programs.

Contracting regimes tend to operate based upon a certain level of trust
among the two parties, despite this power imbalance. Contracts are often
relational and long-term even in instances where competitive bidding is
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required (Smith and Smyth 1996). This “relational contracting” does not
preclude differences of opinion or outright conflict but it does underscore
the stability of many contracting arrangements and the importance of
cooperation among the two parties (Deakin and Michie 1997; Ring and Van
de Ven 1992; Van Slyke 2007). But this cooperation occurs within a frame-
work established by the more powerful partner. Third-sector organizations
may cooperate with government on a contract for community care for the
chronically mentally ill; but the standards of care, financial regulations
and outcome measures are still set largely by government. Put another way,
a third-sector organization, by its decision to contract, indicates a willing-
ness to cooperate with government on the implementation of a government
program. Consequently, relational contracting does not capture the nature
of typical contracting relationships since “relational” implies equity in
decision-making and power.

In the process, third-sector organizations tend to adopt similar internal
practices in order to compete effectively for government contracts, and they
are in many cases required by the stipulations of the contract to abide by
specific financial and programmatic regulations (Smith forthcoming; Sosin,
Smith, Hilton and Jordan forthcoming). Organizations with certain cultures
or histories may resist these isomorphic tendencies, especially if government
contracts are a relatively small part of their overall revenue or if they pro-
vide low-intensity services where government regulations are less intrusive
and extensive.

Overall, then, the governance of third-sector organizations changes quite
profoundly as the contracting relationship evolves and develops, especially
in terms of board governance, internal management practices, and external
relations including political engagement. The politics of contracting encour-
ages third-sector organizations to engage with government officials and
build long-term relationships that position the organizations to obtain con-
tracts and favorable policies and regulations. The ripple effect on the service
provider is internal restructuring to ensure that the organization reflects the
management priorities of government.

Conclusion

Contracting with third-sector organizations has grown, owing in part to
the influence of New Public Management thinking on the value of markets,
greater responsiveness, and decentralization. Indeed, commissioners and
public managers in the UK, the US and elsewhere are under increasing pres-
sure to get the best-possible value for money when they are deciding how
best to commission and how far to involve the third sector in service design
and delivery. Moreover, the increase in contracting for public services
has brought a greater emphasis on performance and accountability. Yet, in
order to achieve better performance, government commissioners have been
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pressured to depart from the classic market paradigm. In the UK, the
central government is investing large sums of money in capacity-building
and infrastructure development designed to improve the governance and
management of the third sector. This same interest in capacity-building
has been evident in many other countries including the US, Canada, New
Zealand and Australia. Capacity-building has also promoted an investment
approach to contracting that views the government-third-sector relationship
as a long-term proposition.

Whilst this capacity-building aims to improve governance, the simul-
taneous increase in performance accountability and the development of
more detailed regulation, inspection and quality assurance systems have in
practice removed from the boards of third-sector organizations the imme-
diate need to take direct responsibility for service quality. Increasingly,
boards tend to use the results of external inspections and benchmarking
systems to judge their own performance, rather than themselves taking a direct
interest in what is going on. Board agendas can often be consumed with the
reception of inspection reports done by others.

The growth of contracting, pressures to achieve economies of scale, and
the sector’s responses to competition will likely mean that increasing pro-
portions of the work go to a smaller number of larger contractors, especially
given the financial crisis affecting countries throughout the world. Large
regional and national third-sector providers find that community and service-
user involvement is increasingly difficult to do; yet inspectors and regulators
spend more time than before looking for evidence of service-user and
community involvement.

In a very real sense, we are in the midst of an important transition period in
the third sector in the US, the UK and around the world as board members
learn new behaviors individually and as groups, in response to wider changes
in public policy pertaining to contracting and government regulation. How-
ever, a paucity of evidence exists of the relationship between good governance,
impact and outcomes, and more research needs to be done on this significant
topic across sectors. In addition, an urgent need exists perhaps to reclassify
service providers so that the debate on quality and effectiveness can be moved
away from the goals and priorities of a core of traditional third-sector
organizations such as large social service providers toward a debate about
which organizational forms and governance styles are evidentially better to
provide really effective public services. This new debate would then enable
objective comparison between traditional third-sector agencies and new
social enterprises and quasi-autonomous service providers (in the UK, for
example, city academies and foundation hospitals; in the US, charter schools
and public development authorities) in a genuine attempt to learn which forms
of governance really offer best value for public money. This reassessment
should also include a review of the relative merits of small local community-
based organizations, given their contribution to active civil society as well
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as the implications for policy and practice of the growth of large provider
organizations. Inadvertently, current policies and practice on contracting may
be “killing the golden goose” by undermining effective performance and
sustainability and community and civic engagement in third-sector organ-
izations. Board members and staff of third-sector organizations, policy-
makers, and advocates interested in improving the quality of services and
strengthening social citizenship should welcome this inquiry and debate.

Notes

1 The authors would like to thank Putnam Barber, Mary Kay Gugerty, Margaret

Harris, and Stephen B. Page for comments on an earlier draft of this chapter

and the financial support of the Nancy Bell Evans Center on Nonprofits and

Philanthropy at the Evans School of Public Affairs, the University of Washington,

for research support in the preparation of this chapter.

Scotland and to an extent Wales have somewhat different policies.

See, for example, www.in-control.org.uk

In the US, the Bush administration, through its New Freedom Initiative (NFI),

offered individuals more choice in service providers and helped facilitate more client

independence and work opportunities. NFI has financed a variety of demonstra-

tion and pilot projects in support of these choice goals throughout the country.

5 For more information on Futurebuilders, see: http://www.futurebuilders-england.
org.uk For information on Capacitybuilders, see: http://capacitybuilders.org.uk/

6 For example, the Department of Health Report praises the acquA (Acquiring
Accreditation) initiative in Herefordshire as a good example of how third-sector
organizations can effectively organize and regulate themselves to meet the more
rigorous demands of entering into contractual relationships with public-sector
providers for the delivery of health and social care service (p. 19).

7 For information on US experience, see Berry 2003; Bass, Arons, Guinane, and Carter
2007.
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TRUST IN GOVERNANCE
NETWORKS: LOOKING FOR
CONDITIONS FOR INNOVATIVE
SOLUTIONS AND OUTCOMES

Erik-Hans Klijn

1. Introduction: governance, governance networks and trust

Authors writing on the subject of governance have begun to acknowledge its
new buzzword status. However, an old adage reminds us that if a concept
is everything it is nothing (see also Frederickson 2005: 285). Frederickson
(2005) asks what has become of public administration in recent years when
every area of the field seems to have been subsumed under the broad
umbrella of governance.' This chapter seeks to discuss the value of trust in
governance or governance networks. But, before we do so, we must first assess
the meaning of governance.

What is governance?

In his widely cited article, Rhodes (1997) provided six different inter-
pretations of the word “governance”. His overview of governance covered
corporate governance, new public management, good governance as a socio-
cybernetic system, governance as a self-organizing network, and other aspects.
Others have added to Rhodes’s definitions by including multi-level govern-
ance and market governance (see Frederickson 2005; Bekkers et al. 2007).
Looking more closely at all the interpretations, I see the following four major
definitions to be dominant in the literature (Kooiman 1993; Rhodes 1997,
Pierre and Peters 2000; Frederickson 2005; Osborne 2006; Sorensen and Torfing
2007):

1. Governance as good governance or as corporate governance. In this view,

governance refers to the principles of a properly functioning public adminis-
tration. Such an administration is characterized by the fair treatment of
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citizens and an unambiguous organization that adheres to the basic prin-
ciples of the rule of law. The emphasis here is on the operation of government,
rather than on the manner in which government is organized. However,
this view of governance adds little to classical ideas of government or even
bureaucracy.

2. Governance as new public management, a means of improving per-
formance and accountability or a form of market governance (Osborne
and Gaebler 1992; Bekkers et al. 2007). Under this definition, the role of
governments is to steer rather than to row (Osborne and Gaebler 1992).
The focus of government should be to set goals, and not to control the
implementation process. Policy implementation is best left to separate
public or private agencies which can be held accountable through the use
of clear performance indicators and other market mechanisms. This defini-
tion of governance is similar to that of new public management, which stresses
that governments should guide performance from a distance, using per-
formance indicators and market mechanisms to arrange services and secure
policy outputs. Governance under this definition is almost akin to “political
functioning”.

However, it is important to remember that governance is something
completely different from the concept of New Public Management. While
governance tends to emphasize the horizontal relationships between govern-
mental organizations and other organizations, New Public Management
can be considered an opposing paradigm to governance in many ways since
it emphasizes central steering. In much of the New Public Management
literature, one can find the assumption that the function of politics is to
set clear goals, steer progress with clear and cleverly designed incentives, and
then leave implementation to other organizations (Osborne and Gaebler
1992; Hood 1991).

3. Governance as multi-level governance or intergovernmental relations.
In some studies in the governance literature, governance is described as multi-
layer government or intergovernmental governance. These are two separate
strands of literature that are distinctly different from each other. Nonethe-
less, their common theme is the difficulty of achieving results in a multi-actor
setting. Although not all studies explicitly use the network concept, this
literature stresses that networks are needed to address all aspects of govern-
ance problems because these tend to cross public organization boundaries
and their hierarchical levels. For example, governance issues such as those
related to the economic regeneration of deprived areas or environmental and
pollution issues tend to cross a number of organizational and hierarchical
boundaries (Bache and Flinders 2004; Agranoff and McGuire 2003; Hooge
and Marks 2004), and the literature in this area focuses on specific types
of networks in which public actors from various levels have prominent
positions.

304



TRUST IN GOVERNANCE NETWORKS

4. Governance as network governance (both self-steering or non-self-
steering). Governance and the network concept are strongly related in some
parts of the governance literature (Kooiman 1993; Rhodes 1997; Kickert
et al. 1997; Sorensen and Torfing 2007). Governance takes place mainly
within the fluid network of public and non-public actors, and the inter-
action between these groups makes the processes of governance complex and
difficult to manage. Consequently, the steering and management strategies
required are different from that used in more classical approaches. The
focus under this definition is on the complex interaction process, and the pro-
cess of negotiation in a network of governmental organizations and other
organizations that are both private and public (not-for-profit).

Looking at the four conceptualizations of governance, we can conclude that
there is little reason to differentiate between governance and governance
networks, since the two more interesting conceptualizations (3 and 4) of
governance tend to stress that governance takes place within a networks
of actors. At best, we can make a faint distinction by saying that govern-
ance relates to the interaction process (and its guidance), while networks
relate to the empirical phenomenon that policy issues are solved within
networks of actors (for a more elaborate discussion of this distinction,
see Klijn 2008). Thus, governance networks will be used here as an indi-
cation of more or less stable patterns of social relationships (interactions,
cognitions and rules) between mutually dependent public, semi-public and
private actors that arise and build up around complex policy issues or policy
programmes.*

Trust in governance networks: the crux of the issue

Trust is often mentioned as the core coordination mechanism of networks.
Trust is often contrasted with two other forms of governance: markets and
hierarchies (Thompson et al. 1991). Hierarchies are characterized by rules
and central steering, while markets are dominated by the decentralized
mechanism of prices as dictated by supply and demand. The discussion on
trust as a core coordination mechanism in networks is often somewhat
misleading and confusing in that it places networks somewhere between
markets and hierarchies, when in fact this practice reveals little about net-
works. This placement blurs more than it illuminates because networks tend
to incorporate traces of several coordination mechanisms other than trust
at the same time, including rules and central steering, market mechanisms
and bargaining (see Koppenjan and Klijn 2004). Given this mix, the idea
of trust as the core coordination mechanism in networks is not exceedingly
useful. Nonetheless, we would do well to remember that the inclusion of trust
is not entirely without merit.
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This chapter: the importance of trust in ensuring innovative
governance network related outcomes

This chapter argues that trust is an important element of governance net-
works. We shall demonstrate that the function of a governance network is
essentially to facilitate negotiations and reconcile different values with each
other. For a network to be successful, innovative policy proposals have to
be achieved within the complex interaction process. Trust is an essential com-
ponent that facilitates fluent interactions, the flow of information, and other
conditions necessary for actors to develop innovative solutions. However,
trust does not arise automatically. It has to be consciously achieved through
improvements in the interaction between actors and through dedicated net-
work management activities (see also Huxham and Vangen 2005).

This chapter will first discuss the essence of governance networks, the value
of conflicts, and their necessity in fostering innovative policy proposals.
It will then discuss the importance of trust and use empirical evidence to
illustrate the contributions of trust to the process. The chapter concludes with
a section on how to achieve trust in governance networks.

2. The essence of governance networks: political struggle
between actors with differing values

To assess the value or importance of trust in governance networks, we must
first look at the essential characteristics of governance networks. It is rea-
sonable to say that much of the literature on governance networks stresses
the complexity of the governance process, and emphasizes that these pro-
cesses should provide new and innovative solutions for societal problems and
improve implementation (see Koppenjan and Klijn 2004; Skelcher et al.
2005; Sorenson and Torfing 2007). However, the policy problems that are
addressed within governance networks are also often characterized by value
conflicts and complex interaction and bargaining processes. So, although
innovative policy solutions are necessary, they are not easily won since various
actors favor different, often conflicting values and policy solutions.

Governance networks as wicked issues, and value conflicts

Most of the issues that are dealt with within governance networks are fairly
complex. Typical projects include large infrastructure developments, water
safety and water management projects, and other complex service delivery
initiatives involving more than one partner. These problems are referred
to in the literature as “wicked problems” (see Rittel and Webber 1973).
Wicked problems are policy issues that involve many actors who often dis-
agree about the nature of the problem and the desired solution. In addition,
there is usually insufficient or controversial information surrounding these

306



TRUST IN GOVERNANCE NETWORKS

problems, which makes it difficult to interpret them and to find appropriate
solutions. Wicked problems are difficult to resolve as they almost always involve
tricky conflicts between values and scarce resources. Looking at decisions
related to infrastructure such as the building or expansion of a road, the ques-
tion of which of the following values to prioritize arises in earnest:

* transport values (prioritizing the expansion of the road so that traffic is
facilitated)

* liveability values (prioritizing the values of inhabitants around the road
who suffer from the negative external effects of its use and expansion)

* environmental values (prioritizing the elements of nature that will
suffer as a result of the expansion of the road)

Such conflicting values make it difficult to derive a univocal criterion for
good governance network outcomes (Kickert et al. 1997; Mandell 2001).
In the above example, key actors who hold the differing values include
environmental interest groups that promote environmental values, the
ministry of transport that favors road expansion, and citizen/inhabitant groups
who hold liveability-related values that drive them to protect their living
environments. All the actors demand a say in the decision-making process,
and their inclusion makes decision-making within the governance network
immensely complex.

However, while the process may be contentious, there is little that is
illegitimate about it. None of the actors typically pursues unlawful efforts,
and their attempts to influence the decision-making process can be seen as
a normal part of a mature democracy in which actors can articulate their
interests in a relatively open decision-making process. From this point of view,
the often heard complaints in the world of politics, bureaucracy and the
media about lengthy decision procedures, too many interest groups, and
so on seem questionable. Fault-finders (usually ministries) often protest
because they feel that their values are compromised in the trade-off against
the values of other stakeholders.

Governance networks as complex interactions

Given the value difference, it is not surprising that a large number of actors
are part of the governance networks in which these wicked problems are
dealt with. Recent research in the Netherlands shows that twelve different
organizations are involved in an average environmental planning project
(Klijn et al. 2010). It is typical for the network relationships to exist over a
longer period of time, and to change as a result of the interactions between
the actors involved and their interpretations of the problem space (for a more
elaborate discussion of these ideas, see Koppenjan and Klijn 2004). Govern-
ance networks thus manifest themselves in concrete policy interactions,
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which can be seen as policy games that are played by the different actors.
During these games, the actors attempt to influence policy issues, partly by
reinterpreting the available information and the informal and formal rules
that were previously generated.’ In short, governance networks can be char-
acterized by intense dynamism and a high degree of complexity (Teisman
et al. 2009), which makes them very difficult to manage. Managers and
other parties involved in the negotiations are often surprised by the many
unexpected turns of events, and by the unexpected effects of the dynamic
interactions between individual actors and their strategic choices.

Governance networks as a conduit for the
value-driven search for solutions

The wicked character of governance network processes renders them intrin-
sically political in nature. Governance networks essentially present a struggle
between differing values, how problems are defined, and how solutions are
derived. If, following Easton (1953) (and many other Public Administra-
tion experts), we define politics as the authoritative allocation of values,
the political character of processes in networks becomes clear. However, it
also becomes clear that this process of authoritative allocation no longer
takes place solely within representational bodies. A number of writers have
argued that politics is removed from governance networks (e.g. Bovens
et al. 1995) because politics has been dissolved, or at least partially dissolved,
in the network itself where the struggle between all the different groups takes
place (also see Klijn and Skelcher 2007). All political institutions including
the lower chamber, the various city councils, the provincial states and all
the political parties are entrenched in the network of actors. They no longer
simply realize the public interest from far above the turmoil of battle. Thus,
the often-heard complaint that networks and the interest groups involved
in them are a threat to democracy essentially implies that we (i.e. as members
of the media, citizens and academics) no longer recognize politics as a
visible center of power.

There rarely is a cut-and-dried solution to many of the problems addressed
through governance networks, no matter how eagerly the media make us
believe that there is. Many of these issues involve problems of which we have
little knowledge, problems that are ill-defined, and in which the basic informa-
tion surrounding the issue is contested. Further, the problems addressed in
governance networks rarely can be solved by quick unilateral measures. The
different actors differ in their opinions about the desired solutions, and these
actors may include civilians, organized groups as well as governmental bodies.
The decision-making process itself is a quest for solutions involving the
collection of necessary information. Actors work to determine which solu-
tions would be acceptable for as many of the parties involved. In this way,
networks can be viewed as efforts to unite various values with one another.
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Governance networks: the search for innovative
solutions that combine values

The inter-active nature of the network process requires that a good attempt
was made to combine the values of various parties which requires new
solutions. Creativity is essential to the generation of new solutions. Most of
the solutions initially available for consideration are developed by parties
advocating their own point of view and their own particular values. For the
network to be useful, it has to be able to generate new, innovative solutions
that combine information arising from different actors and their resources.
But the act of sharing information and resources, and of working cooper-
atively toward an innovative solution, is often seen by individual actors or
interest groups as being risky. None of the actors can fully predict the form
that the solution will eventually take. Exchanging information with other actors
can lead to a situation in which other actors use the information for their
own benefit.

This situation presents a classic mix of the challenges associated with
collective decision-making, strategic games and risk-taking (Axelrod 1984;
Williamson 1996). Trust becomes even more essential for risk-taking when
the actors have opposing perspectives on the nature of the problem, what
values are relevant, and the nature of a desirable solution. Governance net-
works have the potential to serve as a viable means of developing trust
and achieving interesting outcomes. This view of networks as a facilitator
of trust differs somewhat from the more commonly held view that trust is
the core coordination principle of networks, an argument that was criticized
at the start of this chapter.

3. Governance networks, trust and risk

In the context of the above discussion, one can begin to see networks as a
viable means of achieving collective action. Such networks serve to solidify
the otherwise fluid interaction patterns between actors. Uncertainty and risk
are key concepts in such governance networks. Thus, trust and managerial
activities can be expected to be very important because few authoritative mech-
anisms exist that serve to bind actors, and the presence of multiple parties
heightens strategic uncertainty. What is said in the literature about trust,
and its relation to risk and uncertainty, is interesting in this context, and so
in this section we further examine the relationship between trust, risk and
uncertainty. But, first, we need to establish a workable definition of trust.

What is trust?

Trust is defined in multiple ways in the literature. Before we start a dis-
cussion about trust, we have to narrow the range. A few key characteristics
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emerge from the literature (see Edelenbos and Klijn 2007). First, when an
actor trusts another actor, he is in fact taking a risk, and allowing him-
self to be vulnerable to opportunistic behavior. Each actor expects the other
actor to refrain from opportunistic behavior, even if the opportunity for
it arises (Deakin and Michie 1997; Deakin and Wilkinson 1998). He or she
trusts that the partner will take their interests into account in the inter-
action (Rousseau et al. 1998; Nooteboom 2002). In unpredictable situations,
a minimum level of trust is a prerequisite for any pro-active undertaking
(Gambetta 1988; Lane and Bachmann 1998). A conscious choice has to
be made to take a risk, and this is usually done with the belief that the
other party can be trusted.

A working definition for trust can thus be derived as follows: “Trust
refers to the actors’ more or less stable, positive perception of the intentions
of other actors, that is, the perception that other actors will refrain from
opportunistic behavior” (Edelenbos and Klijn 2007). Although trust can
be recognized from the actions of the various actors, actions are in turn a
result of trust and we have to distinguish trust from the actions themselves.
We also have to be careful to make a distinction between trust and institu-
tional characteristics such as rules and norms which often serve to facilitate
trustworthy behaviors. These institutional features are not the same as
trust. Only the more precise, limited definition of trust can be useful in
research; and, as we shall see in section 4, it allows us to measure the level
of trust in governance networks by assessing perceptions of trust among
network actors.

Trust and risk: a classic economic perspective

Trust does not play a role of any importance in most classical economic views
of transactions and market relations. In fact, it is often seen as irrelevant to
a normal market situation. Buyers and sellers are led by their own rational
behavior, and simple transactions can be dealt with using classical contracts
or a firm handshake. Most economic analysts see no use for the concept
of trust, even in more complex situations involving specific investments and
long-term relations. Although most would accept that we face a situation
of incomplete contracts (and incomplete information), they would suggest
means other than trust to address these concerns. Most analysts would stress
that incomplete contracts should come with safeguard mechanisms to pro-
tect the contractor against other parties. Their solution to the problem of
risk would more likely lie in contractual safeguards and reputation-related
incentives (see Lyons and Metha 1997; Lorenz 1999). These safeguards
can take the form of bonds, penalties and other contractual agreements, and
should serve to prevent opportunistic behavior and facilitate the resolution
of ex-post disputes between partners. An alternative to devising safeguards
is vertical integration, which provides partners with an incentive to invest
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efficiently and reduces transaction costs if transactions are frequent, specific
and uncertain.

Another way to deal with the problem of uncertainty is to describe and
analyze it in terms of reputation: according to this view, actors have an
interest in preserving a good reputation for the sake of future deals. This
reputation argument is strongly inspired by game theory (Lorenz 1999) and
is similar to the arguments of Axelrod (1984), who found that cooperation
is possible in repeated prisoner’s dilemma games when the gains that can
be earned in future (the “shadow of the future”) are great enough.

Williamson (1996), the godfather of transaction economics, goes as far
as to tell us that trust is a confusing concept because it amounts to noth-
ing more than risk-taking. He says that “calculative relations should be
described in calculative terms, to which the language of risk is exactly suited”
(Williamson 1996: 485-6). In his view, notions of trust blurs the argument,
because they cause one party to accept the risk that the other party may be
acting opportunistically. In his view, the notion of trust as acting in good
faith (without calculation) does not add anything useful to the analysis of
the situation.

Williamson distinguishes between trust at the institutional level (trust
in the functioning of institutions such as the legal system) and trust at the
individual level. In Williamson’s neo-institutional perspective, risk-taking is
reduced to the problem of calculating whether an organization will begin
to work with another organization, and this can be deduced by asking: Is
the balance of benefits and costs favorable enough to take the risk that another
contracting party might act opportunistically? Also, what risks can an
organization afford to take? These questions apply also to concerns about
reputation. They allow the problem to be reduced to one in which risks
are analyzed and weighed.

Trust, risk and rationality: the need for trust

Most authors on trust agree that trust is inextricably related to risk. With-
out risk, the notion of trust is simply unnecessary (Rousseau et al. 1998;
Lyons and Metha 1997; Lane and Bachmann 1998; Nooteboom 2002). As
demonstrated earlier, trust has much to do with the expectations an actor
has of another actor. In contractual relations, partnerships and almost
all cooperative relations involving private and public actors of various
affiliations, actors are confronted with risks that can take various forms. Once
we recognize the various kinds of behavioral risks being faced, Williamson’s
analysis allows for an immediate clarification of the problem. Under this
analysis, trust is seen as almost unnecessary, and the concept is viewed as
being almost synonymous with risk-taking. The risk-taking perspective
assumes that a calculation can be made which then forms the basis for a
rational decision. Without such a calculation, the assumption of risk becomes
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just as blind as trusting the other actors. However, this assumption cannot
easily be squared with the idea of bounded rationality, which is also the
starting point in the neo-institutional approach. If the possibility of gathering
information is limited, then so are the opportunities to assess the behavioral
alternatives that independent actors have. Interestingly, this argument holds
even more strongly for larger governance networks with greater numbers
of actors and where unexpected strategic moves take place more frequently
and the possibilities are wider. The uncertainty over the strategic behavior
of actors is thus much greater than the term “information insecurity” sug-
gests, certainly as it is presented in the literature on governance networks.
In her attempts to define away the social context of choices, Williamson’s
neo-institutional economics thus implicitly assumes the hyper-rationalism
in her argument against trust — a rationalism for which she often critiques
classic economic approaches.

Trust and governance networks: a perfect couple

The value of the concept of trust lies in the fact that the environment is
too complex for us to foresee all the possible contingencies, reason them
out or calculate them accurately (Deakin and Wilkinson 1998). It is precisely
the many possible contingencies that present themselves which makes the
concept of trust such an interesting one to consider when appraising the
performance of governance networks (Edelenbos and Klijn 2007).

Trust provides an anchor with which actors in governance networks
determine what risks actors will or will not take in cooperative relations,
and it allows them to make their choices accordingly. The fact that trust
is not the same as calculation and cannot be entirely reduced to purely
rational assessments does not mean, as Williamson suggests, that it is blind.
Trust does in fact have a rational basis. Most authors point to the fact
that trust grows according to the actor’s earlier experiences (Nooteboom
et al. 1997; Lyons and Metha 1997; Rousseau et al. 1998) and that trust
will not be sustained when it is repeatedly violated (Rousseau et al. 1998;
Nooteboom 2002) as evidence that the decision to trust is usually well
considered. Reciprocal behavior is an essential condition for trust to emerge
and to be sustained. This reciprocity is precisely what happens in governance
networks.

In other words, trust can only exist by virtue of dependency (Rousseau
et al. 1998) and earlier interactions, and these are core features of any
established governance network. Actors need each other to realize the out-
comes they cannot achieve alone, and networks bring about intensifying
interactions and dependencies. Interestingly, these are exactly the conditions
mentioned in the literature on trust. One could therefore see networks as a
vehicle for achieving trust, rather than assuming (as is done in some of the
literature) that trust is an inherent characteristic of networks.
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4. The value of trust in governance networks:
theoretical and empirical considerations

Why would trust be a favorable condition for the functioning of governance
networks and the achievement of positive outcomes in governance net-
works? Although not inherently written from a governance point of view,
several reasons can be found in the literature on trust (see also Edelenbos
and Klijn 2007):

* trust reduces transaction costs

» trust facilitates cooperation and stability in (network) relations
» trust stimulates learning and knowledge exchange

*  trust stimulates innovation

We shall look at each of these arguments in turn and examine some
empirical evidence that supports them.

Trust reduces transaction costs

Trust may bring about a saving in transaction costs. In his book on trust,
Fukuyama argues: “Property rights, contracts, and commercial law are all
indispensable institutions for creating a modern market-oriented economic
system, but it is possible to economize substantially on transaction costs if
such institutions are supplemented by social capital and trust” (Fukuyama
1995: 336). Because trust brings about greater predictability in the beha-
vior of key actors, it serves to reduce the risks inherent in transactions and
improve the cooperative relationship. After all, in a situation where one
actor assumes good intentions on the part of the other, the likelihood of
opportunistic behavior leading to unexpected interactions is smaller. But trust
also serves as an alternative to contracts, or as a welcome addition to them.
Writing contracts is associated with a transaction cost (Williamson 1996),
and the more complex the interaction, and the more complex the desired
outcomes or products, the more effort actors have to put in to draw a good
contract. Not surprisingly, we do not find many contracts and formalized
organizational forms emerging from governance networks (see Klijn 2009
for an elaboration of how most public—private partnerships can be seen as
relative loosely coupled organizational forms). Tight contracts and heavy organ-
izational forms do not match very well with the complexity and dynamism
of the interactions and the decision-making that occurs in governance
networks.

As carlier mentioned, in this environment, trust becomes a welcome addi-
tion to, or even replacement for contracts (Sako 1998; Ring and Van de Ven
1992; Nooteboom 2002). It reduces the need to include extensive clauses in
the contract that cover possibilities that may arise in the future.
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Trust enhances investment and stability in relations

The classical neo-economic perspective does not yet fully embrace the con-
cept of trust. Instead it focuses very keenly on the cost aspect and remains
rather static in its search for explanations, concentrating almost entirely on
production costs, transaction costs, organizational costs and costs resulting
from opportunistic behavior in the context of the development of a new tech-
nology. Williamson acknowledges (see Nooteboom 2002) that, even though
the study of long-term interactions is far more complex, the classical per-
spective maintains its focus on one-off interactions. It pays little attention
to profit, or the relational or investment dynamics (Ring and Van de Ven
1992; Nooteboom et al. 1996). In contrast, in the field of governance net-
works, long-term interaction is a large area of debate along with dependency
and the creation of new innovative products or policy solutions. A greater
level of attention is being paid to potential revenues than to costs, and to
continuous interaction over the long term instead of to single transactions
(see Sako 1998; or Parker and Vaidya 2001).

Trust increases the probability that actors will invest (with resources
like money, knowledge, etc.) in cooperation, and it creates stability in the
relationship. If trust is present, actors are more willing to invest despite
the risks involved. Following the argument of competitive advantages in the
private sector (Sako 1998; Nooteboom 2002), one could say that govern-
ance networks with a higher level of trust between the actors gain a “policy
advantage” in that the lower levels of distrust and uncertainty and the
stronger ties between players empower the actors to move more quickly and
forcefully.

Trust stimulates learning and knowledge exchange

Much of the knowledge in modern networks, such as that related to spe-
cific routines and contacts, is tacit. It lies within specific individuals or
organizations (Parker and Vaidya 2001; Nooteboom 2002) and is acquired
over many years of experience. It can only be accessed through frequent
exchanges and more intensive cooperation. A similar observation can be made
regarding the importance of learning (Lundvall 1993). Learning and discovering
new things require a high level of knowledge exchange and intensive inter-
action. Because actors lack the resources and knowledge to realize solutions,
they have to interact to acquire them. The performance of these networks
is probably strongly dependent on the extent to which they succeed in this
exchange.

Needless to say, these forms of knowledge exchange require a minimum
of trust to take place. Drawing up a contract in such a network of organiza-
tions is far too costly and may even be impossible, given the limited means
and typically limited access that parties provide to information that they may
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hold (Graeber 1993; Parker and Vaidya 2001). Trust serves to facilitate and
encourage the flow of information between the actors in governance networks
(Edelenbos and Klijn 2007).

Trust stimulates innovation in governance networks

Last but not least is the argument that governance networks need to create
innovative solutions for complex problems. As we know from the litera-
ture on research and development (R&D) partnerships, the problem with
innovation is that it is as risky as it is desirable. R&D has the potential
to give firms a clear competitive advantage, but it is impossible to ascertain
beforehand if something valuable will come out of the R&D efforts, or if
the other partner will do his or her share to further the most desirable
outcome (Parker and Vaidya 2001; Lundvall 1993).

From a transaction cost perspective, vertical integration is optimal for this
situation (Williamson 1996); but this, too, has its disadvantages. Vertical
integration provides incentives for players to minimize their differences, but
this has a negative effect on innovation. It is fair to say that the cognitive
distance between partners should be neither so great that it prohibits
cooperation nor so small that it prohibits innovation (Nooteboom 2000). It
is these opposing forces that help explain why organizations in the private
sphere increasingly choose to interact within networks (Miles and Snow 1986;
Alter and Hage 1993; Lundvalt 1993; Parker and Vaidya 2001).

One of the main reasons for the emergence of governance networks is the
fact that they have to deal with wicked problems that require the coopera-
tion of many different actors who have to develop innovative solutions together.
Trust is thus invaluable in governance networks as it facilitates innovation
by reducing uncertainty about opportunistic behavior, and encourages the
horizontal exchange of information and cooperation. One would predict that
networks that demonstrate higher levels of trust would show more innova-
tive results and perform better in solving complex policy problems.

Does trust matter in governance networks? Empirical evidence

Although there is a substantial body of research being conducted on
matters of trust, this area is seldom addressed in the field of public adminis-
tration and is almost completely absent in the governance literature (for
exceptions, see Edelenbos and Klijn 2007; Klijn et al. 2010). From research
done in business administration, especially on partnerships, we know that
higher levels of trust have several positive effects, including better relations
with suppliers (Nooteboom 2002), which translate into lower costs. Trust also
enables relational governance between actors and facilitates cooperation.
Examining the literature to determine whether trust matters, McEvily and
Zaheer concluded that it does: “In most optimistic sense, we find a number
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of studies have produced results that are consistent with our own findings
that trust enhances inter-organizational performance” (McEvily and Zaheer
2006: 294). But does this also hold for governance networks?

More recently, Klijn, Edelenbos and Steijn (2010) have looked at the
relationship between trust and outcomes in governance networks. Judging
from their survey of actors involved in a large environmental project, there
appears to be a high correlation between the level of trust (as measured by
five items) and perceived outcomes. Respondents to this survey made a
clear distinction between process and content outcomes, and the researchers
found in their regression analysis (which controlled for actor characteristics
[e.g. public or private], phase of decision-making and the complexity of
the issue) that trust has a very strong relationship with both content (Beta
of .534) and process outcomes (Beta of .545). Thus, we are inclined to con-
clude that trust does matter in governance networks.

5. No trust without (network) managing efforts

It is clear that trust does not arise unaided. If one looks at the many
case studies that have been written on governance networks, it is clear that
interactions are dominated by actors following their own goals. There is
typically a fair amount of distrust related to conflicting strategies, leading
to deadlock and other negative outcomes (see Mandell 2001; Marcussen
and Torfing 2007). These problems demonstrate a lack of trust and make
two additional things clear:

1. Trust is not a characteristic which is naturally present in networks;
2. To achieve trust, it is necessary to facilitate intensive levels of inter-
action, and the network has to be actively managed.

Trust does not arise unaided: the need for network management

Despite the critical nature of trust, it cannot be assumed to be present in
every governance network. The research actually suggests that trust is a
relatively scarce commodity in many governance networks and has to be
developed over time (Zucker 1986; Lane and Bachmann 1998; Edelenbos and
Klijn 2007) by intensifying the interaction between actors. But the greater
interaction will only lead to greater trust if the actors see real benefits arising
from the interaction (see Nooteboom 2002).

The intensification of the interaction in the pursuit of the development
of interesting and rewarding content is a crucial managerial task that forms
a key part of the governance and supervision of any governance network.
Looking at the literature, network management strategies fall into four main
categories (see Agranoff and McGuire 2001; Mandell 2001; Koppenjan and
Klijn 2004):
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* arranging: this includes strategies to organize the interactions in govern-
ance networks into temporary organizational structures

*  exploring content: exploring the varying views of different actors, the new
solutions that may arise from interactions with them, and connecting the
ideas of different actors

*  comnecting: securing contacts between actors, improving relations, etc.

*  process agreements: agreements about process rules and methods of
interaction between the actors

We know from a wide range of case studies that employing network
managerial strategies improves the outcomes of networks (see, for instance,
Marcussen and Torfing 2007). In particular, the studies of Meier and
O’Toole (2001, 2007) on the Texas educational districts have large sample
sizes that convincingly demonstrate the impact of network management
strategies, along with other studies (see also Huang and Provan 2007; Klijn
et al. 2010). But do network management strategies really enhance trust?
What is the nature of the relationship between trust outcomes and network
management in governance networks?

The impact of network management on trust

There are very few empirical studies of governance networks that exam-
ine the relationship between trust and network management strategies.
Although several studies suggest that increasing the intensity of the inter-
actions and employing network management strategies enhance the relations
between actors in the governance network (see, for instance, Marcussen and
Torfing 2007; Huang and Provan 2007), the level of trust has not been directly
related to the intensity and character of the network management strategies
employed.

Klijn, Edelenbos and Steijn (2010) asked actors involved in environ-
mental projects questions about their network management strategies. They
constructed sixteen items that measured the four types of network manage-
ment strategies mentioned above, and found a fairly strong correlation
between the number of strategies employed in governance networks and
the overall level of trust. Interestingly, when the outcomes were included
in the regression analysis, it was found that the relation between trust and
outcomes diminishes but still remains significant. There also appears to
be a significant relationship between network management strategies and
outcomes.

So it can be said that both trust and the number of employed network
management strategies have independent effects on network outcomes, but
network management also positively connects with trust. It seems that better
results are achieved in governance networks if active network management
is combined with and stimulates a higher level of trust.
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6. Conclusion: the value of trust in governance networks

There has been little said about the role of trust in governance networks
other than that it serves as a key coordinating mechanism. However, as
we have seen in this chapter, this statement is highly debatable since net-
works are characterized by many coordinating mechanisms. The theoretical
literature in fields other than that of governance networks, particularly
public administration, provides ample support for the view, as does the
scarce empirical material available on the subject.

The main reason for trust’s positive impact on the performance of net-
works lies in its beneficial effect on the cooperation between the actors in
the networks and the flow of information it facilitates between actors for the
purposes of innovation. Since networks are mostly formed around wicked
problems that require such innovative solutions along with the resources
of multiple actors, the beneficial effects of trust are clear. Trust also seems
to be a promising concept for further examination in the discussion on
governance and governance networks.

Notes

1 If one were to seek articles with the word “governance” in Scopus, over 8,000
articles are found. The articles fall under the category of social science, with a
large number being from public administration and environmental planning. A
significant rise is seen in the number of governance-related between 1996 (106) and
2007 (1193).

2 Despite the stability in the relations of the network, interactions within networks
can still be capricious, because actors deploy their own strategies. For an elabor-
ation of this point, see Koppenjan and Klijn 2004.

3 Governance networks can thus be seen as the temporarily solidified form of these
policy games: the pattern of interactions at a certain moment in time, the set of
perceptions of the actors (and the resemblances and differences) at that moment
and the set of valid informal and formal rules at that moment.
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IMPLEMENTATION AND
MANAGERIAL NETWORKING IN
THE NEW PUBLIC GOVERNANCE

Laurence J. O’ Toole, Jr and Kenneth J Meier

Abstract

Implementing public programs and delivering public services in the era
of New Public Governance call for public managers to interact externally
and often collaboratively with a range of stakeholders. Such relationships,
it is often argued, build support for implementation, buffer programs from
unexpected and negative shocks, and induce co-productive contributions
from potential partners during execution. This chapter presents empirical
evidence from hundreds of public organizations about how such networking
behavior, which may constitute a form of organizational social capital,
influences outcomes. At the same time, internal management within hierar-
chies also seems to matter for results. One of the key aspects of the research
agenda on the New Public Governance is to sort through these relationships
for their performance-relevant implications.

The era of the New Public Governance signals considerable promise as well
as substantial challenges. The latticing of horizontal linkages across actors
and institutions, overlaying and potentially complicating the more familiar
vertical ones, requires careful analysis. Networks of policy-involved actors
often work in complex ways to shape policy choice and action (Bardach 1998;
Huxham 2000; Stoker 2004; Bingham and O’Leary 2008). In some nations,
corporatist arrangements and assumptions bind disparate “social partners”
in processes of decision-making. Even in much less corporatist and consider-
ably more pluralist systems, arrangements like Public—Private Partnerships
and government contracting — relational and otherwise — are now com-
monplace. The increasing attention directed to many countries’ commitment
to sustainable development induces ever more intricate interweaving of
policy sectors and social actors to address the cross-cutting governance
needs impelled by this daunting policy agenda (Lafferty 2004). For reasons
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having to do with political motives, technical requirements for successful
implementation, and the increasingly ambitious policy agendas of govern-
ments, webs of intertwined organizations and other institutions routinely
co-produce outputs and outcomes. Successfully achieving policy results in
such governance contexts requires that these complicated multi-actor insti-
tutional settings be managed effectively.

This chapter overviews the challenge of policy implementation in complex
governance settings involving networks of interdependent actors. We first frame
the implementation theme and establish the importance of its multi-actor,
networked character in contemporary governance. We then review briefly
some of what is known about the determinants of implementation success or
failure. We concentrate in particular on one key driver of implementation
performance — the actions of public managers, particularly as they interact
in and with the set of interdependent actors in other organizations. In this
regard we distill some of the recent research findings that bear on public
management and policy implementation in complex settings, and sketch
some related questions deserving of further research attention.

Policy implementation in complex settings

When considering “policy implementation” we are interested in what happens
between the establishment of a governmental intention to do something —
or stop doing something — and the consequent effect of that decision in the
world of action. Emphasizing an era of governance implies that imple-
mentation action involves a multiplicity of actors contributing to the results
of public programs, rather than merely the “lonely organization” (Hjern 1982)
assumed in some early studies.

But is that so? Anecdotal and case-study evidence is abundant, and
systematic data are increasingly available as well. The answer from the
growing number of the latter is clear: networks of interdependent organ-
izations — or parts of organizations — are typically involved in trying to turn
policy goals into reality. Local public managers in the UK (Walker, O’Toole
and Meier 2007) and the US (Agranoftf and McGuire 2003) routinely report
extensive connections with external actors in their environment. Swedish
Public Employment Service offices and municipalities regularly interact, and
policy implementation is assisted when both trust and goal congruence are
present (Lundin 2007). Local networks contribute to the implementation of
agricultural watershed management and the adoption of environmental best-
management practices (Lubell and Fulton 2008). Dutch institutions of higher
education sit in networks the characteristics of which help shape performance
(Schalk Torenvlied and Allen forthcoming). Hundreds of cases of inter-
organizational collaboration in numerous policy fields have been identified
at the subnational level in Thailand (Krueathep, Riccucci and Suwanmala
forthcoming). The great majority of new or substantially revised national
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public programs in the US require or strongly encourage participation by
multiple organizations, governments, and often sectors in the US (Hall and
O’Toole 2000, 2004). And a recent meta-analysis of 137 cases of collabora-
tive governance including evidence from multiple countries and policy fields
suggests regularities in what makes for successful operation (Ansell and Gash
2008). Networked, collaborative and interorganizational implementation
settings are clearly the rule rather than the exception.

Does it matter? A number of theoretical arguments provide reasons to think
so (for instance, Kickert, Klijn and Koppenjan 1997; Provan and Milward
2001; Agranoff and McGuire 2003; see also Rhodes 1997; Stoker 1999).
Certainly inducements to and constraints inhibiting cooperation across organ-
izational boundaries in networked and collaborative settings are different from
— and typically more challenging than — generating successful cooperative
implementation via unified organizations. Authority is typically weaker in
interorganizational situations, and encouragement toward cooperation must
perforce rely less on established communication channels, routines and
shared worldviews than it does within hierarchical agencies. One import-
ant implication is that public management itself is likely to be even more
important to successful implementation in networks than in hierarchies
(O’Toole 2000a), and “management” in these cases will surely involve con-
siderable negotiation, framing, activation (and deactivation) of connections
among nodes, and trust-building across organizational lines.

Determinants of implementation success in networked
settings: the role of the manager

The huge literature on policy implementation in complex multi-actor settings
includes many efforts to identify key variables that shape results but often
relatively little in the way of parsimonious theoretical exposition (for reviews
of the research literature, see O’Toole 1986, 2000b, 2004). Exacerbating the
problem has been a case-study literature that cannot in principle provide much
in the way of a valid, multivariate exposition. Nevertheless, some progress has
recently been made, particularly with regard to an often underemphasized
contributor to implementation success in networks: public management itself.

In part to remedy this gap, we initiated a research program more than
a decade ago systematically to model and explore the relationship between
public management and public program performance during implementation,
particularly in networked settings. After reviewing the case-study literature
on managers, management, and their putative role in executing policy, we
formalized some of the key ideas available into a testable model (O’Toole
and Meier 1999).!

Our model incorporates three basic principles with regard to public man-
agement and administrative systems for delivering public program results.
First, such arrays are autoregressive systems — that is, they create processes

324



IMPLEMENTATION AND MANAGERIAL NETWORKING

and operating procedures that tend to reproduce the same outputs over time.
Second, the model is complex and nonlinear rather than strictly additive. At
times variables interact in a multiplicative manner, at times the interaction
is with a reciprocal function, and at other times terms add together and then
interact with another variable to generate their overall impact on public pro-
gram performance. Third, the model is contingent to reflect our view that
what works in terms of public management is contingent on a variety of other
factors. Among the most interesting contingencies are those involving net-
works, managerial networking, and the environment.

The model contains three different functions of management. They are
efforts to manage the internal operations of the organization,” efforts to exploit
opportunities in the interdependent environment,’ and efforts to limit the
negative impact of environmental perturbations on the administrative sys-
tem.* The latter two functions in the second, or environmental, portion
of the model are often combined.’ Our particular focus in this chapter is this
managerial function of operating outward toward and in the interdependent
environment of the organization — the ability to manage in the network (thus,
managerial networking). We also devote some brief attention to aspects of
the first-listed managerial function, internal management in the organization,
including the managerial effort devoted to handling impacts from the inter-
dependent environment that penetrate the core organization, particularly in
difficult situations.

The theory of public management and program performance that we
have been developing is highly parsimonious; it contains only four variables,
or variable clusters: performance, management, stability, and the environ-
ment. Recognizing that an operationalization and full testing of this model
with any existing dataset is impossible, we have opted for an incremental
strategy that focuses on the link between management and performance in
general — and specifically on developing reliable and valid measures of man-
agement. Within this strategic approach, we have proceeded by testing discrete
portions of the model and building on the results in subsequent rounds of
analysis. In doing so, we have always controlled for the other two variable
clusters, either statistically® or by holding a variable relatively constant
across cases.” In most cases we have conducted these studies in a pooled
time-series analysis of Texas school districts.® Unless otherwise noted, the
empirical findings are generated from this database (for a scientific justifica-
tion of the extensive use of this database, see Meier and O’Toole 2007).

Managers, networking and networks:
evidence from a research program

Public managers coordinate and support production-oriented action inside
their organizations, and they also work outward toward and in the inter-
dependent environment as they network to build support and enhance
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implementation results. The latter efforts may involve managers’ build-
ing support for program implementation among interested stakeholders,
facilitating collaborative efforts at program execution with other involved
organizations, protecting core production from threatening aspects of the organ-
izational environment, linking or disconnecting network actors from each
other to improve policy execution, or even using persuasion and bargaining
skill to change the nature of the interdependent co-produced action. Such
efforts by managers, especially when executed with skill, may constitute
a form of organizational social capital that can be important for imple-
mentation in today’s policy settings.

We have conducted extensive empirical study of this networking function
and how it is related to policy outcomes. Our measure of managerial net-
working assumes that managers cannot engage in network-like behavior with
other actors in the environment without coming into contact with them. Using
the Texas School District dataset, we asked top managers to rate how fre-
quently, from daily to never, they interact with each of a set of environmental
actors (five actors in a 2000 survey, eight actors in 2002 and 2005 surveys,
and ten in the 2007 survey). These items have been factor-analyzed and
consistently produce a first factor that is a general networking measure with
all positive loadings (at times one factor only is produced). This factor score
is used as the measure of managerial networking.

In support of the networking measure

Does this measure tap managerial networking activity in a valid and reli-
able way? The evidence is rather strong that it does. The factor analysis
of networking items shows a consistent pattern across nodes; the networked
contacts are all correlated with each other, and analysis always produces a
generic first factor with positive loading regardless of how many nodes are
included in the analysis.’

The networking measure is also positively correlated with a manager’s
estimate of how much of her effort is directed externally rather than focused
on matters internal to the organization (Meier and O’Toole 2003). The mea-
sure also shows links to performance as tapped with numerous indicators
(O’Toole and Meier 2003b: 54, 56), thus demonstrating substantial empirical
support and external validity.

Furthermore, a comparison of networking data between 2000 and 2002,
as well as comparisons for later surveys such as 2005 and 2007, show that
networking by top managers is very much a managerial choice rather than
a behavior pattern forced upon managers by external actors. Networking
measures for the top manager in a given organization at the two time points
were essentially uncorrelated if the organization had changed managers but
were strongly correlated when the same manager was in place in both time
points (Meier and O’Toole 2005). Goerdel (2006) has also shown that when
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the manager reports pro-active (self-initiated) interactions with external
nodes the link between networking and performance is more strongly posi-
tive. All these findings support the use of this measure as a way of tapping
managers’ activities in the networked environment in studies of interorgan-
izational implementation and the role of managers in that process.

Is managerial networking related to
implementation performance?

Estimating the relationship between managerial networking and program out-
comes requires controlling for the other influences, particularly constraints and
resources, that can also shape results. Accordingly, we used several years of
data across all Texas school districts for which we were able to gather survey
data from top managers'® and have controlled for several resources and con-
straints that vary over time and across jurisdictions. Meier and O’Toole (2001:
285) and later papers showed that managerial networking was positively related
to student performance on standardized tests and on high-end indicators for
college-bound students. The relationship held even when controlling for past
performance — a particularly tough test. Interviews with managers indicated
that higher networking activity often signaled that managers were address-
ing problems in the organizational environment, particularly political ones,
and keeping such distractions from affecting the organization’s production
personnel. In this sense, public education managers’ networking activities are
likely directed toward building interorganizational routines or trust among
network members. A more detailed assessment of contents of the reported
networking by managers is a research subject that still awaits exploration.

Clearly, considerable additional research is needed if we are to understand
fully the ways that managerial networking matters for implementation results
in various places and fields. Some of that work has begun and extends the
pattern reported here for school districts to local law enforcement. Nicholson-
Crotty and O’Toole (2004) created an external management scale that
combined measures of contact with measures of public feedback systems and
with community-oriented policing activities. They found a strong positive rela-
tionship between this measure of networking and environmental management
and performance measured as crime clearance rates.

How much difference does managerial networking make? The maximum
effect size is estimated at approximately 5 to 6 percent of performance."' In
other words, managerial networking does not turn implementation disaster
into brilliant success, but it makes an important and measurable difference
— particularly given that other variables likely to be important in generating
results, like task difficulty or financial resources, are controlled for in these
analyses.

The nonlinear aspects of the relationship between managerial networking
and performance have been explored in two articles (Meier and O’Toole 2001,
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2003; see also Hicklin, O’Toole and Meier 2008). An interesting relationship
was found in the link between managerial networking and the autoregres-
sive character of the administrative system. Inertia can obviously help when
implementation is going well, but excessive inertia indicates a rigid system;
such systems have difficulty adapting to change and therefore are likely
to suffer implementation deficits over time. Meier and O’Toole (2003: 696)
found that at high levels of managerial networking (more than 1.5 standard
deviations above the mean), the degree of autoregressivity declines rapidly.
This relationship suggests that managing in the networked setting can pro-
vide a public organization with some flexibility and allow it to break away
from suboptimal routines when useful. We also found greater efforts to man-
age externally were associated with more support from program clientele (Meier
and O’Toole 2003: 693).

The second, or environmental, term of the model referenced earlier suggests
that managerial networking interacts with various resources and constraints
in a nonlinear fashion. Theoretically speaking, the notion here is that under
certain conditions management should enhance the positive impact of
resources considerably above normal or be able to mitigate the performance-
dampening effect of constraints. Meier and O’Toole (2001: 289) showed that
managerial networking can indeed reduce the negative impact of black and
Hispanic students (measures of task difficulty regarding more disadvantaged
students) as well as of noncertified teachers on performance, as expected by
the theory. (On the different forms of buffering that management may be
able to employ to support the core production in a public program, see O’Toole
and Meier 2003a; empirical studies are reported in Meier and O’Toole 2009;
Meier, O’Toole and Hicklin forthcoming). Similarly, managerial network-
ing selectively interacts with some resources and can produce much larger
gains for a unit increase in resources in organizations with high levels of
managerial networking (Meier and O Toole 2003: 696).

Managerial networking also interacts with program performance in non-
linear ways. When the data were split into quintiles based on the level of
organizational performance, the relationship between management and per-
formance varied across the five subgroups. Managerial networking matters
more for units at the extremes of performance — for organizations in the
highest and lowest performing quintiles (Meier and O’Toole 2001: 695). The
former case is likely the more important one, since almost anything man-
agement is likely to do will improve the sorry performance of organizations
at the bottom. When implementation performance is quite high, managers
have the option of deploying their networking in pursuit of more, or more
complicated, opportunities in the interdependent environment, thus leveraging
the impact of networking more than usual.

What about the possibility of diminishing or even negative marginal
returns from networking by managers? Hicklin, O’Toole and Meier (2008)
investigated whether nonlinearity applied to managerial networking taken
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by itself. The analysis showed just such a pattern and also demonstrated
that talented managers (measured as those scoring high on a measure of
managerial quality: see below) seemed aware of the limits of networking, since
they restricted their own efforts before they experienced negative marginal
returns. In sum, networking efforts by managers provide a positive contri-
bution to performance, nonlinearities can be documented, and such networking
behavior is subject to diminishing returns.

Networks and networking: differentiated performance impacts

Much of our empirical work has focused on the behavior of public managers
and the impact of what they do on the implementation of public programs.
Managerial networking, for instance, is one important such behavior. But
networks themselves are structural entities; we define them as patterns of two
or more units, in which not all major components are encompassed within
a single hierarchical array (O’Toole 1997).

We know that structural properties of implementation networks are likely
to help shape policy outcomes, but estimating such impacts is difficult for
methodological reasons. Detailed studies of network structures are labor-
intensive, typically involve one or a few cases, and thus cannot isolate the
effects of network-structural properties on policy results (for a small-N effort
to make the connection, see Provan and Milward 1995). In addition, maxi-
mizing the variance in terms of network characteristics typically means
examining cases from different policy fields. Since comparable performance
metrics rarely span different sectors of policy, the difficulties involved in
probing the network-structure-to-results linkage are even more imposing.

In an effort to explore both behavioral networking and structural prop-
erties of networks, we estimated the effects of managerial networking in more
and also less networked structural settings — with the structural feature included
in the analysis an aspect of the network defined in financial terms — the degree
to which the school district had to depend on other levels of government for
budgetary support (state and federal governments). Managerial networking
is positively linked to performance both when the organization is financially
dependent on others and when it is financially independent, but it is more
important for performance among organizations that are dependent on
others for financial support. In short, managerial networking matters more
in structural networks (O’Toole and Meier 2004b: 487-8).

Networking: quantity and quality

Considerable evidence indicates that managerial networking can boost public
program performance, and that more networking — to a point — generates
more results. But does the quality of managerial efforts make a difference
as well? The answer is yes.
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We have developed a general measure of managerial quality and applied
it to the Texas schools dataset. The measure does not isolate the quality of
networking alone but rather the quality of management overall. The networking
measure clearly taps only quantity of activity; the quality measure includes
the quality dimension of both internal and external management. Incor-
porating such a measure of managerial quality in a large-N analysis presents
daunting obstacles. We responded by developing a measure that incor-
porates the judgments of locally informed political overseers, the individual
school boards, in annual decisions about remuneration for top managers.
The top managers in question are relatively mobile individuals in a competitive
labor market with extensive information on salaries and performance. In
such a situation, the annual salary determination by a school board can be
expected to include some assessment of the quality of job the manager has
done. The measure essentially predicts what the manager’s salary should be,
based on a set of factors that are highly correlated with salary (district size,
human capital investments, prior performance, etc.), and uses the difference
between predicted salaries and actual salaries as an estimate of management
quality (see Meier and O’Toole 2002 for details).

Analysis shows that top management quality is related to implementation
results for almost all performance indicators (Meier and O’Toole 2002). And,
since the quality measure and the networking-quantity measure are uncor-
related, their combined effect size is the sum of the two taken separately;
for the public entities in question, this is approximately double that for the
networking behavior alone.

Do all clientele win from managerial networking?

Much of the literature on networks and networking — linked as it often is
to themes of co-production and collaboration — says or at least implies that
when managers stimulate interorganizational linkages everyone wins. The
literature certainly recognizes that sometimes it is difficult to make these
networked connections, but networking per se is typically portrayed as a
potentially important but also fundamentally apolitical or technocratic enter-
prise (for more detailed coverage, see O’Toole and Meier 2004a). But studies
in administrative politics, including some venerable classics (Selznick 1949),
suggest a political dimension to managers’ efforts to interact with, attend
to, and build bridges with external actors. We examined this question across
hundreds of school districts. Because actors in the interdependent environment
that are engaged in exchange relationships with a core public organization
are likely to over-represent the more advantaged parties in any social
setting, we explored the distributional aspect of managerial networking by
seeing who benefits from this form of managerial behavior.

We found that networking was positively related to higher test scores
for Anglo students (as well as overall test scores) and three measures of
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performance for college-bound students. However, managerial networking
was unrelated to pass rates for Latinos, blacks, or low-income students
(O’Toole and Meier 2004a: 688)."? This pattern indicates the operation of a
politics of public management whereby the more powerful political forces
are likely to exert greater influence on management as managers increase
their activities in the network. For those interested in policy implementation
in interorganizational settings, accordingly, the distributional dimension
of performance should be a subject of sustained attention. Operating in net-
works and engaging in networking constitute activities that do not suspend
the patterns of exchange and influence in the broader system; they likely obscure
such channels but may even amplify their impacts.

Implementation in an era of the
New Public Governance: concluding notes

The foregoing coverage, drawn largely from an extended research program
on the role of public management in the execution of public programs and
the delivery of policy results, clearly demonstrates the importance of inter-
organizational patterns, and especially the networking behavior of managers,
in shaping implementation results. Considerable advancement has been
made. Two cautionary points should nonetheless be noted. First, for all the
progress made, we do not yet know nearly enough about how networks
and networking shape performance. And, second, even in a time of a New
Public Governance, the internal management of public organizations — and
perhaps the relationship between internally and externally oriented management
— requires serious attention.

We know that networking matters, and also that structural features of
networks have performance impacts as well. Furthermore, cross-national
comparative analysis with large datasets has been initiated and should pay
substantial dividends. But understanding implementation and its manage-
ment in patterns resembling the New Public Governance requires additional
advances and other lines of research.

The research program we have developed for the past decade offers
significant findings on a host of issues important to implementation and
performance, but it has also had its limits. In particular, while we have
analyzed managerial behavior outward into the networked environment, we
have not conducted empirical work on the management of networks them-
selves. There are substantial difficulties in doing so (see O’Toole 2000a for
details), but the topic deserves attention. We have developed some initial
theoretical ideas and sought to formalize them (Meier and O’Toole 2004),
but the management of networks for implementation merits substantially
more attention.

In addition, we have extended our research program beyond the network-
related aspects of public management to explore the ways that internal
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management also contributes to policy outcomes. While a careful review
of the findings would extend far beyond the reach of this chapter’s theme,
it is important to note that several aspects of internal management contribute
positively to implementation results — and do so independently of the exter-
nally oriented aspects of management. For example, the management and
development of a public organization’s human capital is strongly related
to performance across a wide array of outcomes (O’Toole and Meier
2009). Human resource management has also been shown to be related to
the performance of local law enforcement agencies (Nicholson-Crotty and
O’Toole 2004).

Internal management consists of much more than the management of human
resources, of course. Other aspects of inward-directed management have
also been systematically analyzed, with similarly positive effects on program
results. Our studies of crisis management, whether from a sizable budget-
cut or from natural disasters, show that managers make adjustments in
the allocation of financial resources and staff to minimize disruptions in the
implementation of their core activities (Meier, O’Toole and Hicklin forth-
coming; Meier and O’Toole 2009). Management capacity, which can sometimes
seem like wasted or slack resources, can contribute to results — including or
especially during times of organizational stress.

Given these findings, it would be wrongheaded to proclaim an end to
hierarchy or to the importance of its effective management for implementa-
tion (Olsen 2006). Indeed, our findings regarding the importance of internal
management and of hierarchy are generally supportive of the evidence
reviewed in hundreds of studies by Hill and Lynn (2005). Accordingly, it is
likely that management of hierarchies, as well as of externally oriented, inter-
organizational management, typifies implementation in today’s governance
systems. The usual characterization of the “New Public Governance” being
developed by observers refers to undeniably important forces, but plenty
of the more venerable influences remain. Understanding the combined
influences of the more complex patterns now visible should be a research
priority for the field.
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Notes

The model itself, which aims to depict the relationship among public manage-
ment, institutional arrangements, and public program performance, is as follows:
O, =Bi(S + M))O,, + B,(X/S)(M,/M,) + €, where O is some measure of outcome;
S is a measure of stability; M denotes management, which can be divided into
three parts: M, management’s contribution to organizational stability through
additions to hierarchy/structure as well as regular operations, M; management’s
efforts to exploit the environment of the organization, M, management’s effort
to buffer the unit from environmental shocks; X is a vector of environmental
forces; € is an error term; the other subscripts denote time periods; and B, and j3,
are estimable parameters. In the model, S can be considered a composite of the
various kinds of stability in an organizational setting. Stability means constancy
in the design, functioning and direction of an administrative system over time.
Some stability is induced by structure; other forms of stability have their origins
in management processes and procedures. A discussion of these factors can be
found in O’Toole and Meier (1999) and the various empirical works cited in this
chapter.

This aspect of management is the M, function in the formal model depicted in
note 1.

This managerial aspect is depicted as M; in the formal model.

This aspect appears as M, in the formal model.

The combination of these two functions can be formally represented by M,, defined
as the ratio of M; to M,. The M, term can thus replace that ratio in a slightly
simplified version of the formal model.

As with the “X” vector of resources and constraints from the environment.

As with the “S” term, since we have often conducted our large-N studies across
structurally similar public organizations.

School districts in the United States are generally independent local govern-
ments with their own taxing powers. All districts in the analyses discussed in this
chapter are of this type. “Independent” means that the school district is not sub-
ordinate to another unit such as a city. Independent districts have their own elected
board, have the ability to tax and set budgets, and acquire bonding authority
by a vote of the residents. There are roughly 14,000 school districts in the US,
approximately 1,000 of which are in Texas.

With the school-district dataset, we have factor analyzed reported networking
data involving varying numbers of nodes. The factor scores are very highly
correlated with each other for a given set of survey results, a finding strongly
supportive of the measure’s validity and reliability. Analysis of similar survey data
gathered from local-authority managers in the United Kingdom also consistently
yields a first factor with a set of positive loadings (Walker, O’Toole, and Meier
2007: 750).

We have used time series of varying lengths, most typically four or five years,
and we have surveyed several times: 2000, 2002, 2004-5, and 2007. For
certain research questions, we have used up to twenty years of performance
data.

The full maximum effect from what managers do is considerably larger than
this amount. The result reported here omits, for example, effects from internal
management. It also includes only the quantity of networking, not necessarily the
quality; see below for some treatment of the latter. This estimate does not include
any of the nonlinear impacts (see below).

Networking was associated with lower dropout rates, a disadvantaged indicator,
but was not related to attendance rates, another low-end indicator.
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FROM NEW PUBLIC
MANAGEMENT TO
NETWORKED COMMUNITY
GOVERNANCE? STRATEGIC
LOCAL PUBLIC SERVICE
NETWORKS IN ENGLAND

Steve Martin

Introduction

This chapter examines the impact on local public service networks in England
of a range of policies which are inspired by the concept of networked
community governance. This new(ish) approach is predicated on the belief
that local government need not be directly involved in the delivery of local
services but that it does have a key role to play in orchestrating partnerships
of local providers from across the public, private and voluntary sectors. The
chapter first describes the traditional model of the local welfare state which
held sway in the period immediately following World War II. Next it con-
siders the policies pursued by the Thatcher governments of the 1980s and
early 1990s which are widely seen as having been influenced by and symp-
tomatic of the “New Public Management” (NPM). It then focuses on recent
policies and their impact on local government and local governance. It argues
that the increasing influence of networked community governance reflects
an awareness of some of the weaknesses of previous approaches. However,
it has not entirely displaced previous paradigms. Current policies blend
approaches associated with traditional models of public administration, the
NPM and networked community governance. They are not therefore entirely
new but they have led to an increased emphasis on collaboration and
“citizen-centered” services. This requires local officials and politicians to work
across organizational boundaries in ways that were not expected of them in
the past, and it poses challenges to traditional forms of central government
oversight of local government and other service providers.
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The local welfare state

In contrast to most other Western European countries, in the UK the roles
and responsibilities of local government are not codified, and there are
no constitutional guarantees of its existence. The national parliament is
sovereign and is able to create, restructure or abolish other tiers of govern-
ment at will. Local government’s position is further weakened by its lack of
financial autonomy. Ministries often regard local authorities simply as the
delivery agents of national policies rather than as democratically elected
entities with their own independent mandate and locally determined priorities.
And the absence of constitutional checks and balances means that it is
very easy for the executive to enact new legislation and implement organ-
izational changes (Pollitt 2007), with the result that local authorities frequently
complain of “initiative overload”.

British local authorities have no direct responsibility for the delivery of
healthcare, but they play a major role in the provision of most other local
public services. In the period immediately following World War 11, local
government was seen as the main vehicle for the delivery of the newly created
welfare state and in particular in the provision of state-funded education,
social care and housing. The 1944 Education Act established free com-
pulsory schooling from age 5 to 15. Central government set the overall policy
framework, but within broad parameters county councils were free to decide
how education was delivered locally. Some local education authorities (LEAs)
chose to provide primary schooling until the age of 11, whilst others moved
children from primary to middle schools at the age of 9 and then on into
secondary education at 14. Some separated the most academically gifted
at the age of 11 and sent them to specialist (grammar) schools. Others had
nonselective systems and sent all children to mixed-ability (comprehen-
sive) schools. Local government also oversaw post-16 and a wide range of
social services including child protection, services for vulnerable adults (for
example, ex-offenders and people with mental health problems, learning and/or
physical disabilities) and personal care for older people. Local authorities
housed a significant proportion of the population. The 1957 Housing Act
placed a duty on them to evaluate housing conditions in their area and
provide additional homes where necessary, and by the late 1970s councils
owned almost 7 million dwellings (Wilson and Game 2006). They were also
responsible for a range of public utilities as well as for consumer protection,
environmental health, fire and rescue services, emergency planning, highways
maintenance, transport and traffic management, leisure, arts, recreation,
libraries, planning, and the collection and disposal of waste.

Councils were therefore monopoly suppliers of key local public services.
They had large budgets and were major employers. For the most part,
they were organized around services. Directors of education, social services,
housing and other key functions ran specialist departments which often had
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little contact with other parts of the organization. Their activities were over-
seen by committees of local politicians who, like the professional staff, often
became specialists in particular services. Users of services (clients, pupils and
tenants) had no choice of who provided services and little direct influence
over how they were run.

The fragmented local state

In the late 1960s and throughout the 1970s the combination of spiraling
costs of welfare provision and a succession of economic crises began to call
into question the postwar model of welfare provision. The assumption that
public services should be provided directly by local authorities no longer seemed
sustainable. The Secretary of State for the Environment famously informed
councils that “for the time being at least, the party is over”. Their budgets
came under increasing pressure. The number of lower-tier (district) councils
was reduced, and on the recommendation of the Bains Committee, which
was established by central government to advise on the internal management
of local authorities, many councils underwent significant internal restructur-
ing. Chief executives, senior management teams, and policy and resources
committees were encouraged to assert corporate priorities, and in the pro-
cess began to erode the power of the large, functionally organized service
departments that had been such a dominant feature of local government in
the immediate postwar period.

The Conservative government that came to power in 1979 believed that
Britain’s future economic prosperity depended on gaining control of public
spending and breaking the power of large public-sector trade unions. In
pursuit of these twin objectives, it embarked on a series of policies which
were inspired by the NPM and set it on a collision course with many local
authorities. Hood (1991) identifies seven “doctrines” of the NPM: “hands-
on professional management”; explicit standards and measures of performance;
greater emphasis on output controls; the disaggregation of units; greater com-
petition; the promotion of private-sector management practice; an emphasis
on greater discipline and parsimony in resource use. Pollitt (1995: 133) offers
a similar list of “core elements” of the NPM which he suggests “comprise a
kind of ‘shopping basket’ for those who wish to modernize the public sector
of Western industrial societies”. He adds to Hood’s list the introduction into
public-sector organizations of more flexible working (including short-term
contracts, performance-related pay and local bargaining) and an emphasis
on service quality and responsiveness to service users. Operating at a slightly
higher level of abstraction, Pollitt and Bouckaert (2000) identify four broad
strategies for public services reform: the maintenance of controls on public
spending; modernization of the administrative system through the introduc-
tion of private-sector management practices and reform of political and
managerial structures and practices; marketization of public services through
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the introduction of competition; and minimization of the state through
privatization and contracting out of functions.

In their attempts to reform local government, the Conservatives delved
deep into the NPM shopping basket, deploying all four of Pollitt and
Bouckaert’s reform strategies at various times over the following two decades.
The “maintenance” strategy was manifested in tight controls on local
government spending. The level of grants paid to local councils by central
government decreased in real terms, and ministers took new powers to
restrict the amounts by which local politicians could raise local taxes.

“Minimization” was evident in the way in which local government was
stripped of key functions. Councils lost control over post-16 education and
training, and responsibility for regeneration programs was transferred to new
bodies which were placed under the control of business people and community
representatives who were directly appointed by central government. The 1988
Education Reform Act took away councils’ ability to determine what was
taught in their local schools and introduced a national curriculum. Schools
were encouraged to opt out of local-authority control altogether and receive
their funding directly from central government. Those which chose not to
go down this route nevertheless received an increasing proportion of their
funding in the form of central government grants that were dedicated to
particular initiatives favored by ministers. Council-house tenants were given
a legal right to buy their home at discounts of up to 70 per cent of the true
market value. Local authorities were left with the poorest-quality accom-
modation, and their remaining tenants were given the option to transfer the
residual housing stock to registered social landlords, subject to the outcome
of ballots which used a controversial system that was widely seen as being
weighted in favor of a “yes” vote.

Marketization played a key role in the government’s plans to improve the
economy, efficiency and effectiveness of local services. From 1980 onwards,
local authorities were required by law to expose specified services to com-
petitive tendering. A council’s own workforce could only be awarded a
contract if they submitted a lower bid than private-sector competitors and
generated a specified return on capital. The number and range of the ser-
vices to which this legislation was applied was increased over time, starting
with manual services such as waste collection and housing management
but eventually encompassing a wide range of professions. The attempt to
expose services to competition proved deeply unpopular with councils, which
regarded it as an attack on their autonomy and their employees’ pay and
conditions. Some engaged in elaborate maneuvers designed to abide by
the letter of the law whilst making their services unattractive targets for
potential bidders. Private contractors meanwhile complained of a lack of
“fair competition”.

Alongside these initiatives, the government also sought to “modernize”
local govern