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Preface

The language of governance has spread rapidly in the
last thirty years. It describes changesin the nature and
role of the state—a shift from bureaucracy to markets
and networks. It also denotes a program for global
reform—addressing poverty, gender equality, fair trade,
and sustainable environments.

Governance provides us with a language to
describe and theorize changes in our world. This lan-
guage has spread across numerous disciplines, includ-
ing political science, economics, sociology, and
public administration. It has aso become a topic of
concern for political actors: Good governance is
among the lending criteria used by the World Bank.
Moreover, because governance can refer to the ways
political authorities govern alongside associations in
civil society, it encourages us to recognize that the
activity of governance occurs in schools and colleges,
professional organizations, businesses, and the media.
The language of governance thus extends to patterns
of rule found throughout our daily lives. Businesses
and nonprofit organizations are preoccupied with
issues of corporate governance, Internet governance,
clinical governance, and accountable governance.

Governance aso provides us with a language to
remake our world. Democracy requires us to think
about how we are governed in terms of how we gov-
ern ourselves. We might ask how to make markets,
networks, international organizations, corporations,
and other associations democratically accountable.
We might also ask what values we want to uphold in
our practices of governance. It is important for us to
address these questions because, by doing so, we
shape the future. We collectively forge new patterns of
rule based on new ideas and new values.

Although governance has arisen as a ubiquitous
language in which to discuss and act in our world,
few works trangdlate it into the familiar, commonsense
vocabulary of our daily lives. This encyclopedia
unpacks the jargon that characterizes much writing in
the field to make it more intelligible to researchers,
professionals, students, and, | profoundly hope, those
citizens who want to pass democratic judgment on
the patterns of governance in which they find them-
selves. Researchers and professionals can refer to it
for concise, accurate information on diverse topics.
Studentswill find it offers a clear and accessibleintro-
duction and companion to a vast and growing litera-
ture. Journalists can refer to it for background
information on developments in current affairs.
Citizens will find it offers detailed accounts of the
ideas and institutions often invoked in political
debate. Everyone will gain from it new insights into
the global community of which we are all part.

Scope and Coverage

The encyclopedia has a determinedly global scope.
Governance is itsdf a global phenomenon. Global
ingtitutions, such as the United Nations and the World
Bank, debate and act on globa dilemmas, such as
the environment, HIV, human rights, the Internet, and
poverty. Besides, the language of governance high-
lightstheties of localitiesto the broader global context.
Governments act with and through associations that are
typically embedded in transnational networks. National
boundaries get scant respect from trade, policy transfer,
and intellectual debate. Indeed, one theme of the
encyclopedia is the rise of new regional and global
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ingtitutions that attempt to regulate such transnationa
flows. Even when governance refers to specific public-
sector reforms, such as privatization or new public
management, these often have been pursued in one
country and then had an influence on others.

Global phenomena, transnational links, and cross-
national influences are covered in several wayswithin
the encyclopedia. First, a host of entries explicitly
address global, regional, and transnational topics.
Second, yet other entries cover theories and concepts
that are debated globally, or ideas and policies that
have been implemented in diverse countries. Third,
entries on specific regions often highlight similarities
and differences around the world. Fourth, entries
include information and examples from diverse
regions and countries. And, fifth, the contributors
themselves come from all over the world.

The encyclopedia has almost 550 entries, totaling
more than 625,000 words written by some 230 inter-
national experts. The Reader’s Guide provides one
way of navigating this comprehensive coverage. It
highlights general topics, such as policy analysis, pub-
lic-sector management, sociological theory, economic
governance, democratic theory, security, and global
governance. Each topic heading is followed by a list
of the entries that address that topic.

User Aids

The right way to use the encyclopedia is, of course,
that which you find most helpful and convenient. That
said, two of the main ways of accessing entries on a
given topic are to

e look up relevant words in the index and
¢ browse the Reader’s Guide.

And two of the main ways of pursuing further
study on a given topic are to

o follow the cross-references and
¢ read the books and articles listed as Further Readings
and References.

Entries are arranged A—Z (although there are no
entries for X, Y, and Z). They are cross-referenced
when appropriate so as to guide readers to related
material. Blind entries cover general topics that are
dealt with in more specific entries, as well as specific
topics that have common, alternative headings. Asthe
editor, | have written both an entry on governance and
a brief introduction that provides a more persona
overview of the encyclopedia.
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Amy Freitag and Robin Gold undertook the unenvi-
able task of copyediting such alarge work written by
diverse authorswith their many different styles. Laura,
as always, provided the presence on which | leaned
most heavily when most in need.
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Introduction

Readers might want to ask, what is governance? If
S0, | suggest they dive straight into the encyclopedia
Let them turn first to the lengthiest entry—that on gov-
ernance. From there, let them go wherever their curios-
ity leads. Perhaps they will explore various topics
associated with governance, including public-sector
reform, policy networks, new public management, and
the hollow state. Perhaps they will look at theories of
governance, including rational choice and interpretive
theory, or specific concepts associated with these
theories, such as prisoner’s dilemma and tradition.
Perhaps they will explore issues of public debate into
which the language of governance has spread, includ-
ing global governance or good governance. Perhaps
they will look at the way governance is addressed
within academic fields as diverse as public administra:
tion, organization theory, and economic sociology.
| can think of no better way to learn what governance
is than by exploring the contents of this encyclopedia.
Because the entry on governance offers a general
account of the term, | will offer here some more per-
sonal reflections. Governance can seem to be just a
new term for government. However, there are differ-
ences between them. Conceptually, governance is
less orientated to the state than is government, and it
evokes the conduct of governing at least as much asit
does the institutions of government. Temporally, gov-
ernance captures changesin government since the lat-
ter quarter of the twentieth century. Although these
conceptual and temporal differences between govern-
ment and governance are not exact mirrors of one
another, they do overlap: The changesin the state are
attempts to replace hierarchic, rule-bound institutions
with interactive processes in markets and networks.

The concept of governance opens up that of gov-
ernment. It suggests that patterns of rule are not for-
mal institutions based on fixed laws or norms. Rather,
patterns of rule are changing practices arising from
interactive processes. One attraction of the concept of
governance is that it can remind us that collectively
we do much to determine how we are governed,
abeit that we do so with widely differing resources.
Contemporary governance is something we produced
collectively through our activities, and it is also
something we might strive to reform through future
actions. The encyclopedia includes entries that
explain the ideas, bodies of knowledge, and traditions
that inspired the actions by which people constructed
the patterns of rule we now live under. It also includes
entries that explain aternative ideas, bodies of
knowledge, and traditions, all of which might inspire
us to reform those same patterns of rule.

The language of governance informs contempo-
rary practices of rule, while also giving us resources
with which to challenge those practices. Consider the
examples provided by two contributors to the ency-
clopedia. As scholars, practitioners, and citizens, they
have written entries on the theory and practice of con-
temporary governance at the same time as they have
been acting to remake it. Anna Schmidt is a political
scientist who works on the role of local networks in
implementing and thereby formulating an interna-
tional refugee regime. Much of her initial fieldwork
was undertaken among the Burundi refugees in
Tanzania. Annawrote entries for the encyclopedia on
some of the theoretical concepts that inform her
work, including embeddedness, regime, and social
network theory. These concepts direct her studies of
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the export of international, democratic norms and
practices to political systems that are structured very
differently. Anna's interest in such matters also
appears in her employment as an election monitor for
the European Union. She observed the elections in
Burundi and the Ukraine, and when she submitted her
entries to the encyclopedia, she was on her way to act
as amonitor in Liberia.

Andrew McDonald is a senior official in the UK
Civil Service where he provided the strategic lead
on a wide-ranging program of constitutional reform.
He was Constitution Director in the Department for
Constitutional Affairs, with responsibility for the
reform of the House of Lords, the establishment of a
new Supreme Court, the development of human
rights policy, the modernization of the electoral sys-
tem, and the implementation of freedom of informa-
tion. Andrew has also offered expert advice to various
international groups. He advised the International
Council on Archives on the legal implications of elec-
tronic records, and he acted as expert adviser to a
Transparency International project to introduce an

information access regime to the Novgorod region of
Russia. For the encyclopedia, Andrew has written a
whole batch of entries on topics such as data protec-
tion, electronic records, and freedom of information.
These entries include accounts of best practice. They
draw on his experience of delivering relevant legisla-
tion. And they chart a path for future reform.

No doubt Anna and Andrew are unusual in the
deliberate intent with which they seek to understand
and change contemporary governance. Nonethel ess—
to reiterate—one of the advantages of the concept of
governance is that it suggests we all contribute to the
creation of patterns of rule through our diverse activ-
ities; we do so whether or not we know it. As readers
explore the encyclopedia, they will learn more about
the concepts, beliefs, and theories that inform con-
temporary governance. Perhaps they also will reflect
on these concepts, beliefs, and theories in ways that
will lead them to try to reform and improve contem-
porary governance.

—Mark Bevir



ACCOUNTABILITY

Although the term accountability has been in common
use for several centuries, it has only recently become
akey concept in discussions of governance and demo-
cratic government. Strictly speaking, it means that
someone (X), who has been put in a position of
responsibility (r) in relation to the interests of some-
one else (Y), is required to give an account (to Y) of
how he has discharged his duties, and that, concomi-
tantly, Y isin aposition to either punish or reward X's
conduct inrelation to (r). Such ameaning would seem
both precise and uncontroversial. Actually, this is no
longer the case in either common usage or in the
specialized literature.

Family Resemblances:
Accountability,
Responsibility, Liability

The term accountable originates from the Latin com-
putare: to count. To be accountable required a person
to produce “acount” of either the properties or money
that had been left in hisor her care. This meaning has
endured in all those forms of accountability that are
exercised through financial bookkeeping or budgetary
records. But more discursive meanings of being
accountable, in the sense of “giving an account,”
aso emerged early in the history of the term.
Accountability as an abstract noun therefore refers to

both the capacity of, and the obligation on, someone
to produce an account. Yet, it was not in political or
legal discussionsthat accountability first devel oped as
aterm of art, or asafully developed and self-standing
concept. In politics and administration, respon-
sibility was the technical term that was preferred to
indicate the duty that persons in public authority had
to “respond” in their conduct and actions as public
officials. In law, liability was (and is) preferred to
indicate that by doing a certain action (or entering
into a certain contract), a person has put himself or
herself under an obligation and is therefore answer-
able for the conseguences following from that action
(or from entering into that contract). Thus, for a con-
Siderable time, accountability was part of a family of
wordsin English that covered anumber of interrelated
meanings that had to do with issues of political repre-
sentation, executive and administrative responsibility,
and, more loosely, legal liability. The relationships
between and within these semantic fields, however,
have lately been transformed, with accountability tak-
ing alife of its own.

Two facts stand to indicate the late emergence of
accountability as a specific concept. Oneisits absence
from dictionaries and encyclopedias until fairly
recently (the 1980s). The other is the lack of precise
equivalents in most other languages. This has been
noted in the literature because of the internationaliza-
tion of academic life and the increasing dominance of
English as alingua franca (particularly in international
organizations). As accountability has acquired a more
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prominent role in discussions conducted in English
about governance, public administration reform and
the quality of democracy, it has become evident how
the semantic field covered by the various uses of
accountability cannot easily be captured in other
languages, where it was traditionaly trandated by a
group of words that had a closer affinity to the term
responsibility: responsabilité (French), responsabili-
dad (Spanish), Verantwortlichkeit (German). Interest-
ingly, in the romance languages there is no specific
word for liability either, which is similarly rendered by
contextual uses of the equivalents of responsibility.

One interpretation of this peculiarity has been to
suggest that English, unlike other languages, has
developed the concept of accountability to capture at
asemantic level a series of practices and institutional
structures typical of democracies of the Anglo-
American type. Such an interpretation fails to appre-
ciate how closely interrelated the devel opments of the
meanings of accountability and responsibility are in
English. It also shows a lack of appreciation (or
indeed basic knowledge) of the constitutional and
administrative discourses and practices of other coun-
tries, where the conceptual elements conveyed by
accountability were rendered by a different constel-
lation of terms. It is, however, true—as this entry
suggests—that recent developments in politics and
management have contributed to the redefinition of
accountability, and that, as this term has tended to
acquire new connotations and normative force,
attempts at a direct trandation have become more
problematic and, nonetheless, more imperative
because of the increasing dominance of English as an
international language.

Some Rough Distinctions

To understand the original applications of account-
ability, some distinctions may be in order. The first
set of distinctionsrefersto the areas to which the idea
of accountability may apply. Normally, accountabil-
ity issaid to apply to positions of public office. These
comprise both political positions where representa-
tives or people covering other institutional roles deal
with public affairs in the name and interest of the

citizens, and administrative positions, where the link
with the citizens is mediated by the government. The
chain of accountability is different in the two cases,
and so isthe form that accountability takes. Political
accountability is of a more inscrutable nature. In
democracies, it depends, on the one hand, on the form
and mechanisms of political representation, linking
citizens to their legislators, and, on the other hand, on
the formalized relationship between executive and
legislative powers. Both types of political account-
ability rely on arather weak power of control because
the position of the “agents’ in those two relationships
is comparatively stronger in either their knowledge or
their ability to control the agenda. Ultimately, legis-
lators can be voted out of office by their constituen-
cies, although governments can be brought down by
parliaments (though this does not apply in presiden-
tial systems), but whether this is the result of the
process of strict accountability for what legislators or
governments do while in office, or of a more general
political evaluation, subject to opinion’s trends, by
the electorate, remains a moot point. Administrative
accountability is apparently more straightforward
because it operates within a more definite hierarchi-
cal structure where there is a certain division of labor
and competencies, and where both the content and
the process of public decision making, and hence, the
role played by individuals, can be examined in more
detail. There is another area of political and adminis-
trative accountability that is concerned less with how
well (or badly) public officials operate in the public
interest, and more with whether they abuse their
position of authority. Accountability is here con-
cerned with reducing the opportunities for corrup-
tion, maladministration, or legal impropriety that
come to people in positions of power. Political and
administrative institutions have a series of mecha-
nisms and internal instruments for policing abuses of
power, but ultimately, accountability relies on more
traditional legal instruments and the operations of the
legal system and the courts at large. Much of the
effectiveness of this kind of legal accountability
depends on the nature of the legal system itself, as
well as on the level of independence of the judiciary
from political power.



Accountability 3

The second set of distinctions regards the process
of accountability. Thisis concerned with three differ-
ent questions: who is accountable, to whom, and for
what? In the case of political accountability, where
this operates as a genera mechanism through which
citizens hold their legislators accountable through
the electoral process, the questions who and to whom
would seem straightforward. The answer to the ques-
tion for what is less clear. Indeed, the relationship
between the actions and decisions of politicians and
their direct consequences is a matter of intense politi-
cal contention. Besides, no simple mechanism can be
devised to hold politicians and governments account-
able for the series of often-unrelated decisions that
they take during the period they are in office. The
issue is somewhat simpler in the case of ministerial
and administrative accountability because it may be
easier to apportion responsibility and blame when
dealing with more specific policy issues or adminis-
trative decisions, and when the chain of causes and
effects can be more easily isolated from the context of
other policies and decisions, and from the general
circumstances of economic and social life. Even so,
ministerial and administrative accountability is often
easier to deal with (at least conceptualy) in cases of
mal administration than when trying to establish how
well or badly people in public office have operated—
an issue that, as we shall see in the following section,
has become increasingly central to the definition of
public accountability.

When dealing with administrative responsibility,
the questions of who is accountable, and to whom,
are rather complex. They suffer, respectively, from the
problems that come from “many hands’ and “many
eyes” It isindeed often difficult to identify with pre-
cision where responsibility lies in decisions taken
about complex problems in complex organizations.
No single person would have been involved, and it is
not easy to apportion either praise or blame if not in
the most obvious instances. The principle of minister-
ial responsibility, often invoked in many constitu-
tional systems, would suggest that responsibility
moves upward, and that some degree of knowledge
and intervention by people higher in the decision-
making hierarchy would put on them, rather than on

their subordinates, the onus of responsibility and
accountability. Thisis, of course, the theory. The prac-
tice of modern governments rarely conforms to such
a standard, relying on the obvious (and occasionally
self-serving) justification that too many hands were
involved and that higher officials should not take the
blame for operational mishaps. Moreover, it is often
difficult to distinguish between political and adminis-
trative decisions, so that—as put forth by critics of the
justifications adduced by the U.S. and the UK gov-
ernments for the Irag War—these combined failures
tend to cover each other up, with no one ultimately
being either accountable or taking the blame. A simi-
lar problem arises when we consider accountability
from the reverse perspective of the identification of
the people “to whom” officials (particularly in the
public administration) should be accountable. It
would seem that, in the most immediate sense, public
servants are directly accountable to politicians and
the government of the day. Yet, public servants
accountability to their political “masters,” or to their
superiors in the bureaucratic hierarchy, can only be
justified as part of alonger chain making themselves
ultimately accountable to the citizens and the public at
large. This longer chain becomes both evident and
problematic when dealing with issues such as whistle-
blowing, where the public interest is pitched against
the duty of confidentiality in acts of government, and
where “private” judgment is weighed against the role
one hasin the public chain of command and responsi-
bility. Furthermore, as the traditional hierarchical
structure of government becomes more diffuse, the
problem of “many eyes’—who the “principals’ in the
accountability relationship are—becomes more acute.

Democratic and
Public Accountability

Our understanding of accountability in government
and public law has changed as the effect of two con-
comitant processes, concerning the quality of democ-
racy and that of public management. Although the
two processes have developed separately (and some-
times in opposite directions), they have had a cumula-
tive effect on the uses of accountability. At a more
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political level, the traditional forms of electora
and ministerial accountability have increasingly been
regarded as limited instruments for controlling politi-
cal power and making it responsive to the wishes of
the electorate. Demands for more effective account-
ability have therefore tended to expand the instru-
ments of political accountability, looking for ways in
which political control can be exercised proceduraly
and in the course of decision making, and not simply
ex post facto. One can observe three tendencies in
such a process of expansion. The first is the impor-
tance given to both administrative transparency and
citizens right of information. By opening up the
process of decision making to the public scrutiny, itis
hoped that representatives and public officials will be
forced to act in the public interest. The second is the
introduction of various forms of more direct control
or input from the citizens. Institutions such as the
ombudsman, who can act as the direct voice of the
individua citizen vis-a-vis the public administration,
or the recall of public officials, which approximates to
a form of imperative mandate, or the more freguent
use of referendaon controversial issuesare all waysin
which public officials and public decision making in
general are supposed to be brought into more imme-
diate contact with the wishes of the citizens. More
generally, the use of public opinion surveys, focus
groups, and other forms of deliberative polling,
though often intended for partisan purposes, are other
ways in which politicians tend to connect with the
citizens and consider their views. The third avenue
taken in the expansion of accountability, particularly
as away of curbing corruption and regulating private
interest in public affairs, has been the introduction of
stricter standards of conduct and the development of
various registers of interests. Whether the prolifera-
tion of such instruments for the regulation of private
conduct has in fact achieved the scope of reducing
maladministration is not clear, and it may ultimately
depend on the cultural context in which regulation
operates. Similarly, the extent to which public offi-
cials private interests and private life are deemed
publicly relevant, and therefore matters of public
accountability, varies greatly across both space and
time. The impeachment of President Bill Clinton isa

case in point, for his “misdemeanors’ may well not
have been considered constitutionally relevant in
other places and other times.

Changes in administrative culture and practices
have arguably been even more important as contribut-
ing factors in the transformation of both the con-
cept and the ingtitutions of accountability. The greatest
impact has come from the paradigm shift introduced
by the new public management. Whereas account-
ability in traditional public administration and admin-
istrative law mainly worked procedurally, being
concerned with the regular and effective implementa
tion of the substantive policies decided at the political
level, the revolution in public management has shifted
the emphasis to performance and policy output. This
shift has meant a blurring of the distinction between
political and administrative competencies, a distinc-
tion that has further been weakened by the way in
which policy implementation has become more
autonomous from the legislative process in modern
complex societies, where socia legidlation takes a
more substantive form. The new emphasis on the new
public management, and on public administration’s
capacity to deliver good services to the citizens, has
paradoxically inverted the roles of politics and admin-
istration in relation to accountability. Whereas political
accountability has become more procedural, adminis-
trative accountability has become more focused on
output. In principle, this has meant a greater autonomy
for the public managersin the way in which they orga-
nize service provision, but also a greater reliance on
a quasi-market form of accountability, where perfor-
mance is judged, as in the market, by customers' satis-
faction. In truth, however, this is not the whole story.
For assessing performance and customers' satisfaction
in relation to the public sector (which is still meant
to provide public goods, even though in the form of
privately enjoyed services) is not easy in the absence
of standard market indicators such as profit levels,
the equilibrium between supply and demand, hard
budgets, and so forth. Hence, accountability has
taken the form of a complex series of exogenous indi-
cators of performance and output, such as “targets,”
“benchmarks,” and various proxies for consumers
choice. Together with the proliferation of performance
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indicators, there has aso been a steady increase in
monitoring and audit exercises, which in themselves
require considerable effort and have considerable
costs. In short, the emphasis on output and quasi-
market—based forms of accountability has tended to
increase, rather than diminish, procedural requirements.
The most evident conceptua innovation of these
recent developmentsin democratic and public account-
ability is the change from vertical to horizontal con-
ceptions. Wheresas traditional accountability was based
on the agent’s obligation to give an account to the prin-
cipal, and for the latter to judge the agent’s conduct,
both democratic and administrative accountability
have developed a series of instruments that are meant
to produce agent’s accountability independently from
the principa’s judgment and action, though ostensibly
in the principa’s own interest. Guillermo O’ Donnell,
for instance, has introduced the notion of horizontal
accountability, asaway of describing the operations of
checks and balances that various nonmajoritarian insti-
tutions perform in democratic systems. Increasingly,
particularly in the literature on democratic transfor-
mation, democratic accountability is meant loosely as
an aspect of the quality of democracy, deriving not so
much from the electoral process and from the enjoy-
ment of political rights, but from the protection of indi-
vidual rightsin general, therule of law, and the probity,
openness, and performance of the public sector.

The New Governance
Agenda and the
Culture of Accountability

The other important change in present conceptions of
accountability is their transmigration from the public
to both the private and the “third” sector, and, at the
same time, their application to the international and
global sphere. This extension of what was a concept
of internal public law to these new areasisthe result of
both the increasingly normative understanding of
accountability as tantamount to democratic legitimacy
and the recognition that globalization provides a
different map of political power, where the nation-state
and itsinstitutions are no longer in full control of deci-
sion making.

The study of accountability in these new areas has
only recently started. The extensive use of “regula-
tion” and “delegation” that characterizes many demo-
cratic regimes after the neoliberal revolution of the
last three decades of the twentieth century has causal
links with the transformations of accountability
described in the previous section. As more traditional
public services areas have been privatized, there has
been an attempt to devise institutions of accountabil-
ity in anonhierarchical environment by mixing mech-
anisms of voice (traditiona in the public sector)
with those of exit (more appropriate to the market).
Moreover, the proper context for accountability has
become uncertain because the borders between pri-
vate and administrative law, on the one hand, and pub-
lic accountability and legal liability, on the other, have
become blurred; at the same time, the international-
ization of regulation has created possible conflicts
between congtitutional and international law. Delega
tion of important areas of the economic and political
process to nonmajoritarian institutions and to agen-
cies of experts, both at the national and international
levels, has contributed to new problems of account-
ability by moving it away from the hierarchical struc-
tures of law and politics in the nation-state to a
networklike form of governance. Regulation, delega-
tion, and internationalization have thus contributed to
create new regimes of accountability where the new
nonmajoritarian institutions of economic and political
governance are seen as playing an important part in
horizontal accountability, but also as being in need of
control, to be made answerable to their own stake-
holders or to the citizens of one or more nations.

The “circle of accountability” in which nonmajori-
tarian ingtitutions are caught is also relevant to the role
that nongovernmental organizations (NGOs) are play-
ing in the new accountability regimes. The so-called
third sector (or civil society organizations), particu-
larly in the form of international NGOs and advocacy
organizations, has increasingly taken on itself the task
of monitoring the operation of both governments and
intergovernmental institutions in relation to a number
of fields where therights of individuals and groups are
concerned, or where international public goods, such
as environmental sustainability, are at stake. But asthe



6 Accountability

role of NGOs has become more prominent as an
instrument of accountability, they themselves have
been made the object of new demands of accountabil-
ity, which, however, involve the complex operation of
identifying who are the “ accountees’: those who finance
them, their membership, the professional workers
running them, or the people whose interests are the
object of the NGOs' activities. A similar conundrum
also applies to the accountability of a number of inter-
national organizations mainly financed by devel-
oped countries, but whose purpose isto help dleviate
poverty and welfare problems in poor countries.
Finaly, there is the application of ideas and mech-
anisms of accountability to private corporate gover-
nance. Demands for corporate accountability are the
effect of the disproportionate power that corporations
wield in the modern world, affecting, both directly
and indirectly, the life chances of millions, who,
despite the great stake they may have in the corpora-
tions' decisions, have little or no chance to influence
these decisions, either individualy or collectively.
Straddling the divide between private and public,
corporate accountability has many faces. In instances
of malpractice and illegal dealings, issues of liability
apply. In other instances where legality is of no par-
ticular concern, issues of accountability still apply. In
one specific sense, issues of accountability can be
raised in relation to the rights of the small sharehold-
ers whose investments often make the bulk of the
corporation’s investments and finances, but have little
influence on the corporation’s boardroom and its
decisions. In another sense, it applies to the employ-
ees whose bargaining power is insignificant vis-a-vis
big international corporations. But it may also apply
to clients, customers, and the millions of others
affected by externalities, whose interests are unrepre-
sented and who have no power of redress against deci-
sions affecting their lives. Although in the first two
instances (of shareholders and workers), more tradi-
tional mechanisms for accountability toward direct
stakeholders can be easily devised (even though effec-
tive implementation is a different matter), in the latter
case, the only proper redress seems to come from
either governmenta intervention or the action and
campaigns of civil society groups. In this sense,

accountability is nothing different than a form of
protest and resistance.

The issue of corporate accountability is revealing
of what has been called the iconic status of the idea
of accountability, which is often used in the generic
rhetorical sense of “good and responsible” gover-
nance. This takes us back to the beginning of the
recent history of the term accountability and how it
has increasingly tended to assume some of the mean-
ings more readily associated with responsibility.
Indeed, some authors refer to external and interna
accountability to distinguish respectively between
those instances when there is a specific power of
external control (aprincipal) over the person who pro-
vides the account, and those instances when there is
not such an external power, and accountability relies
entirely on some kind of internalization of rules of
conduct, or on theidentification of objective standards
of good governance. This distinction raises the impor-
tant idea that the recent progress of the culture of
accountability may have obscured the crucial role that
the culture of responsibility playsin good and demo-
cratic governance. One of the ways in which we can
ensure that people in authority are accountable is a so,
and crucialy, that they are, and feel, responsible, in
the sense of treating the power they have over their
fellow citizens (or other human beings in general)
with the utmost seriousness. It would be wrong to
think that accountability is a matter of institutions and
mechanisms of control, whereas responsibility (in this
subjective and moral sense) is only a virtue or dispo-
sition. In democratic societies, they can be thought as
interlocking practices and institutions. In her 2002
Reith Lectures on trust in society, Onora O’ Neill crit-
icized some of the manifestations of the “culture of
accountability” introduced by the new public manage-
ment revolution across many professions as sapping
trust in society. Instead of producing better govern-
ment, the multiplication of control, regulation, moni-
toring, and exogenous indicators of performance
across public life risked having the unintended conse-
quence of creating mistrust, disaffection, and ulti-
mately cynicism, undermining responsible conduct,
and consequently accountability. There may therefore
be something to be said in favor of keeping both
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words and concepts alive, while stopping short from
making accountability mean everything and nothing.

—Dario Castiglione

See also Corruption Perceptions Index; Democratic
Deficit; Effectiveness; Good Governance; Government
Department; Oversight; Political Exchange;
Politics-Administration Dichotomy; Public Information;
Responsibility; Rule of Law; Transparency
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ACTION RESEARCH

Action research is best seen not so much as a method-
ology but, rather, as an overall approach to knowledge
and inquiry. As such, action research has two faces:
one is practical, concerned with providing processes
of inquiry that are useful to people in the everyday
conduct of their lives, the other is philosophical
and political, part of a movement to change what is
taken as knowledge in directions that are nondualist,

participatory, and pragmatic. Action research is
concerned with forging a direct link between intellec-
tual knowledge and moment-to-moment personal and
socia action, so that inquiry contributes directly to the
flourishing of human persons, their communities, and
the ecosystems of which they are part.

Action research practices aim to open communica-
tive spaces where people can come together in open
dialogue to address issues of concern, and to engage
in cycles of action and reflection, so that ideas that
are tentatively articulated in reflection phases can be
checked out systematically in phases of active experi-
mentation. In more detail, we can describe action
research by these dimensions:

Pragmatic

A primary purpose of action research is to produce
practical knowledge that addressesissues of concernin
personal and professiona life. A wider purpose is to
contribute through this to the increased well-being—
economic, political, psychological, spiritual—of human
persons and communities, and to a more equitable and
sustainable relationship with the wider ecology of the
planet of which we are an intrinsic part.

Participatory

Action research is a participative and democratic
process that seeks to do research with, for, and by
people; to redress the balance of power in knowledge
creation; and to do this in an educative manner that
increases participants’ capacity to engage in inquiring
lives. At a methodological level, participation is
important because one cannot study and improve
practice without the deep involvement of those
engaged in that practice—the necessary perspective
and information are ssimply not available—and one
can only study personsif one approaches them as per-
sons, as intentiona actors and meaning makers. But
participation is also an ethical and political process:
People have a right and ability to contribute to deci-
sions that affect them and to knowledge that is about
them, and action research has an important place in
the empowerment of people.
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Many Ways of Knowing

Action research draws on a wide range of ways of
knowing as we encounter and act in our world. This
“extended epistemology” starts with everyday experi-
ence and is concerned with the development of living
knowledge; it thus includes the experiential and the
tacit; presentational forms drawing on story, theatre,
graphic arts, and so forth; propositional knowing
through theory and models; and practical knowing as
expressed in skill and accomplishment.

Worthwhile Purposes

The focus on practical purposes draws attention to the
mora dimension of action research—that it is not a
value-free process but inquiry in the pursuit of worth-
while purposes, raising questions of values, morals,
and ethics. Here there can be no absolutes; moral
choice is always a matter of balance between compet-
ing goods. So in the practice of action research, we
must continually ask what worthwhile purposes we
are pursuing, and whether they continue to be appro-
priate and relevant.

Emergent Form

Good action research emerges over time in an evolu-
tionary and developmental process, as individuas
develop skills of inquiry, as communities of inquiry
develop, as understanding of the issues deepens, and as
practice grows, devel ops, shifts, and changes over time.
Emergence means that the questions may change, the
relationships may change, the purposes may change,
what is important may change. This means action
research cannot be programmatic and cannot be
defined in terms of hard and fast methods but isin a
sense a continually emerging work of art.

First-, Second-, and
Third-Person Research

Action research has encompassed the individual, the
small group, and wider organization and social enti-
ties. At an individual level—first-person research—
action research has addressed questions of personal

and professional change, addressing questions such as
“How can | improve my practice?’ At the level of the
face-to-face group, second-person action research has
alowed people to come together to address issues of
common concern. Current debate is focused on how
action research can address issues at wider socia and
organizational levels, for example, through networks
of inquiry and a variety of large-group processes and
dialogue conferences as vehicles of inquiry.

Methodological Practices

These broad principles of inquiry are applied in prac-
tice with different emphases by the various schools and
traditions. Included under the broad rubric of action
research are variations including action science, action
inquiry, appreciative inquiry, cooperative inquiry, par-
ticipatory action research, and others.

—Peter Reason

See also Bottom-Up Approach; Deliberative Democracy;
Dialogic Public Policy; Interpretive Theory; Local
Knowledge; Participatory Democracy
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ADHOCRACY

Adhaocracy describes an organizational design whose
structure is highly flexible, loosely coupled, and
amenable to frequent change. The adhocracy arises out
of a need for formal organizations able to recognize,
understand, and solve problems in highly complex and
turbulent environments. The concept is of recent ori-
gin. Alvin Toffler coined the term in 1970 to define an
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emerging system of organization appropriate to a
world of swiftly advancing technology, and societal
impatience with the multilayered authority structure of
the typical hierarchy. Henry Mintzberg more fully
elaborated adhocracy asatypein 1979, arguing its sta-
tus as an important addition to the well-known forms,
such as the simple structure, the professional bureau-
cracy, and the divisionalized form of organization.
Adhocracy tends to be far less hierarchical than
other formal structures are. This is for two reasons.
First, because adhocracy’s purpose is to address spe-
cific, often urgent problems that other organizational
types have failed to solve, more decisiona authority
rests with highly trained technical experts whose repu-
tations identify them as both skilled problem solvers
and as unconventional. Second, the units and work
groups of the adhocracy in which experts operate are
fairly fluid. The adhocracy tolerates and sometimes
even promotes ongoing changes in its subunits.
Consequently, incumbent authority is accorded rela
tively less status in the adhocracy than in other formal
organizations. Examples of adhocracy include most
project or matrix organizations. Among private-sector
organizations, high-technology firms—particularly
young firms facing fierce competition—are sometimes
organized as adhocracies. The survival of these compa-
nies depends on the success of decisionmakersin pre-
dicting which shiftsin market conditions really matter,
and what technologies and strategies need to be devel-
oped to respond quickly and effectively. Occasiondly,
among larger multidivisona organizations, one or
more units may be constituted as adhocracies, whereas
the other units, performing more routinized tasks,
remain more hierarchical. Although most of the Xerox
Corporation was designed as a typica multidivisiona
firm, its Palo Alto Research Center (Xerox PARC) was
an adhocracy with a flat authority structure that func-
tioned as a semi-autonomous, innovative research unit.
Public-sector adhocracies are not common, partly
because of the emphasis placed on short-term account-
ability by political leaders. The managerial and techni-
cal units of adhocracies require a degree of autonomy
that political masters seldom permit. However, impor-
tant examples of adhocracy do exist in government.
Initsfirst dozen or so years, the National Aeronautics

and Space Administration (NASA) functioned as an
adhocracy. It was created in the wake of failures and
bureaucratic turf fights by the branches of the U.S. mil-
itary at the beginning of the space race. NASA was
given considerable autonomy and a clear problem-
solving mandate to land men on the moon safely
within a decade. Similarly, the Defense Advanced
Research Projects Agency (DARPA), created by the
U.S. Congress as a “black box” research and develop-
ment agency in the Pentagon (directly in response to
Sputnik), is perhaps the best example of a federa
agency in the United States designed as an adhocracy.
DARPA's core task is to identify emerging innovative
technologies critical to national security. DARPANET,
which evolved into the Internet, was one of its cre-
ations. Other examples of public-sector adhocracies
include government-funded arts agencies, such as
Canada’s National Film Board.

As a design, adhocracy is malleable and relatively
nonhierarchical, rendering it suitable for addressing
the complex and ill-structured problemsin its environ-
ment. As long as those to whom the adhocracy is
accountable regard its tasks as necessarily ill structured
and critical, the unconventional nature of authority
relationships and decision-making styles is tolerated.
Over time, however, institutional leaders and gover-
nance boards often seek to reign in the discretion
of decisionmakers in adhocracies. This generally
happens when resources shrink, when the adhocracy
makes serious errors, or when conditionsin the adhoc-
racy’s environment are regarded as either quiescent or
no longer critica. In any case, the work of the adhoc-
racy is usualy risky, and it often invites controversy.

—James A. Desveaux

See also Fordism and Post-Fordism; Heterarchy; Matrix
Organization; Network; Organizational Structure;
Organization Theory
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ADVERSARIAL LEGALISM

Contemporary governance is pervaded and structured
by law, judicia rulings, and the prospect of litigation.
Yet even as law’s domain expands and its density
increases, legal institutions and processes vary consid-
erably across nations. The concept of adversaria legal-
ism stems from atypology devised by Robert A. Kagan
to characterize this variation, and particularly to distin-
guish governance and legal processes in the United
States from other economically advanced democracies.

Adversarial Versus
Bureaucratic Legalism

In Kagan's typology, adversarial legalism is contrasted
with bureaucratic legalism—a method of policy imple-
mentation and dispute resolution exemplified most
clearly by Western European countries with a civil
law tradition. In bureaucratic legalism, government
agencies and courts are organized hierarchically. The
emphasis is on uniform implementation of legal rules,
centralized recruitment and supervision of politically
neutral legal decisionmakers (judges, prosecutors,
police officers, regulatory officias), and judge-dominated
adjudicative processes. The influence of disputing
parties and their legal advocates is muted. Judges are
regarded as neutral “law-appliers” rather than lega
policymakers.

Adversarial legalism, in contrast, is a style of
policy implementation and dispute resolution in
which litigation (or the threat of it) is common, asis
judicial policy making. In litigation and adjudication,
disputing parties and their lawyers play influential
parts. Compared with bureaucratic legalism, authority

is more fragmented. Those dissatisfied by govern-
mental decisions can challenge them more readily in
court. Whereas bureaucratic legalism emphasizes
legal uniformity, adversarial legalism encourages
judicial responsiveness and instrumental problem
solving. American judges are popularly elected or
selected through partisan political processes. Hence,
compared with Western Europe, court decisionsin the
United States more often depend on whether a judge
is politically liberal or conservative. Court outcomes
aso are affected by variability in the efforts and abil-
ities of the disputing parties’ lawyers.

The distinction between adversarial and bureaucratic
legalism applies not merely to case-by-case decision
making but also to modes of policy implementation.
Thus, American lawyers and courts play major rolesin
making and enforcing legal norms concerning the
practices of locally selected police and prosecutors—
in contrast to the more hierarchical systems of Western
Europe and Japan, where supervision is the responsi-
bility of national or provincial police and prosecutorial
bureaucracies.

Adversarial legalism and bureaucratic legalism
are ideal types. Contemporary democracies use some
mixture of both. Politically driven litigation some-
times occurs in countries primarily committed to
bureaucratic legalism. In the United States, decision
making in some government agencies reflects a
mixture of bureaucratic legalism, adversarial legalism,
and professional judgment. Because adversarial litiga-
tion is especially costly and fearsome, disputing par-
tiesin the United States negotiate settlements of most
cases, both civil and criminal, before trial. Thus,
adversarial legalism is not omnipresent in the United
States—although it is more prevalent there than in
other common law countries, including those (such as
Audtralia, Canada, and the United Kingdom) that rely
on the adversarial system of adjudication.

Causes

In the United States, adversarial legalism has grown
from a political culture permeated by individualism,
populism, and distrust of concentrated political
and economic power. These attitudes have found
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expression in the constitutional fragmentation of
governing authority (federalism, separation of pow-
ers, local finance of municipal government), judicially
enforceable constitutional rights, political selection of
judges and prosecutors, and resistance to the growth
of centra government. In economic structure, the
result has been a preference for private provision
of many basic services and for open, competitive
markets—which has fostered private litigation and
legalistic regulation, rather than hierarchical control,
to counter unacceptabl e business behavior. Beginning
in the 1960s, adversaria legalism further increased
because of the combination of (&) political demands
for social and environmental justice, and (b) politi-
caly divided government and partisan mistrust of
how new governmental regulatory powers would
be deployed. To ensure that new welfare, anti-
discrimination, environmental, and due process stan-
dards would be implemented by politically influenced
administrative agencies, loca governments, schools,
and police departments, the new laws empowered
businesses and advocacy groups to hold those bodies
accountable through litigation.

Conversely, adversarial legalism has been far
less prominent in polities where political authority is
concentrated in national parliamentary governments
with disciplined political parties and with strong,
politically neutral national bureaucracies and corpo-
ratist bodies. There, internal administrative or political
mechanisms, rather than lawsuits and judicial review,
provide the dominant mode of accountability.
Yet some of the same causa factors mentioned
previously—growing distrust of government and
fragmentation of political authority, privatization, and
more competitive markets—have expanded the realm
of judicia activity in countries traditionally dominated
by bureaucratic legalism. In recent decades, constitu-
tional courts have become prominent policymakers
in many democracies, as has the European Court of
Justice in the palitically fragmented European Union.
In the 1980s, Jeffery Sellers found that land use
projects in France and Germany were challenged in
(administrative) courts as often asin the United States.
Nevertheless, the continuing strength of national
bureaucratic states suggests that convergence on

American-style adversarial legalism remains unlikely
in most other countries.

consequences

Based on the experience of the United States, adver-
saria legalism has both positive and negative effects.
It encourages judicial flexibility and creativity, open-
ing legal systems to new justice claims and to the
values espoused by political and social minorities.
Because of adversaria legalism, American lawyers,
litigation, and courts have served as powerful checks
on officia corruption and arbitrariness, as protectors
of individua rights, and as deterrentsto racial discrimi-
nation and corporate heedlessness.

At the same time, compared with bureaucratic legal-
ism and less formal modes of governance, adversarial
legalismisamore complex, unpredictable, costly, puni-
tive, and inefficient method of policy implementation
and dispute resolution. Based on the American experi-
ence, adversaria legalism, though sometimes effective
in advancing justice, also inspires legal defensiveness
and contentiousness, impeding socialy constructive
cooperation, governmental action, and development
projects. Precisely how to calculate and compare the
positive and negative consequences of adversarial
legalism, however, is difficult and contested.

—Robert A. Kagan
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AbDvocAcY NETWORKS

An advocacy network is a form of organization con-
sisting of independent groups that collaborate in the
pursuit of political change. Advocacy networks are
made up primarily of nongovernmental organizations,
but may also include individuals or groups from the
public or private sector, foundations, academia, and
the media. Nationally and internationally, advocacy
networks focus on the mobilization, interpretation,
and strategic dissemination of information to change
the behavior of governments, private firms, or interna-
tional organizations. Advocacy networks share many
of the characteristics of social movements, but the | at-
ter are generally lessinstitutionalized and more likely
to use disruptive tactics. Although advocacy networks
have long been an important force in domestic gover-
nance, the last two decades have witnessed their rapid
expansion across international borders. In both
domains, advocacy networks have become effective
drivers of social and political change.

Unlike governments and firms, advocacy networks
generally have limited access to traditional sources of
power. Instead, advocacy networks rely on the strength
of information, membership numbers, organizationa
structure and leadership, and symbolic power. Their
organizational form is characterized by voluntary, rec-
iprocal, and horizontal patterns of collaboration, which
alows for flexibility, adaptability, and quick reaction
to political exigencies. Advocacy networks are more
likely to emerge where personal and working relation-
ships among key individuals and leaders already exist.

The most important assets at the disposal of advo-
cacy networks are information and communication.
Information is deployed to change actors' perceptions,
preferences, and ultimately their behaviors. Informa:
tion isinvariably a critical component of conventional
and unconventional campaign tactics, including educa-
tion and capacity building, public relations, petitions,
lobbying, and product or producer boycotts.

Advocacy networks use information in three
different ways. First, they generate and disseminate
new or different information to change the underlying
logic of a policy issue. Such information may revise

the evaluation of an existing policy, increase the cost
of an undesirable policy option, or change the public
view of a key actor. Second, information can draw
attention to new issues or reframe existing issues in
ways that resonate with a greater audience; this often
involves the creative use of symbols, performances,
and narratives. Third, advocacy networks use infor-
mation to enlist the support of allies that individual
network members could not leverage on their own.

The success and tactics of advocacy networks
depend significantly on the system of governance
in which they operate. The nature of state-society
relations (accommodation or repression), extent of
direct democratic institutions (initiative, referendum,
and recall), electoral system (majority or proportiona),
openness of policy-making processes, and access to
political leaders significantly affect outcomes of advo-
cacy network efforts. Where advocacy networks meet
obstacles at the domestic level, they may expand their
efforts to the international level.

—Jorg Balsiger
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AFRICAN GOVERNANCE

The term African governance refers to two salient
trendsin political analysis. First, the perceived crisis of
African states has led observers to set out a range of
models and prescriptions concerning political renewal
or, less ambitioudly, the reestablishment of centralized
political order. Second, the generalized interest in gov-
ernance has strongly shaped academics understand-
ings of state reform or renewal in Africa; the broad
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governance agenda has provided the tools through
which many researchers and institutions have made
sense of state “crisis’ and shaped a range of lending
and policy interventions throughout the continent.

The Emergence of
Governance in Africa

The term governance, and its more explicitly norma-
tive companion—good governance—entered political
discourse concerning Africa in the early 1990s. This
was an auspicious time for governance concepts to
engage with African politics: The 1980s had witnessed
the collapse of statist socialism (which had previously
been areferent for some African states as a nonliberal
or non-Western state form) and an increasing inability
of African states to function as a result of economic
recession and crippling levels of externa indebted-
ness. Thus, from 1992, major European donors began
to associate their aid allocation with good governance,
meaning adherence to liberal models of political life
such as the introduction of a multiparty constitution,
the legalization of various kinds of civic association,
and the introduction of more transparent and account-
able procedures within state administration. The U.S.
Agency for International Development (USAID),
which had always had relatively “political” criteria
informing its lending, re-emphasized democratization
asacondition for aid. Finally, the World Bank adopted
the term governance in its research literature and
policy-based lending from the mid-1990s. Interest-
ingly, the World Bank, directed by its Articles of
Agreement not to intervene in the sovereign politics of
its members, had to ensure that its operationalization
of a governance agenda did not resemble the imposi-
tion of a specific model of polity upon African states.
This rendered the World Bank’s understanding of gov-
ernance in Africa rather a technical affair, at one
remove from the bilateral donor’s more openly nor-
mative and culturally embedded exhortations to uni-
versalize the political goods of liberal democracy.
Thus, one can see that African governance, rather
paradoxically, gained its entrée largely as a result of
developments outside the continent. Governance
became an international development policy, a global

set of political desiderata, and a set of conditionalities
that accompanied aid and soft loan allocation.
Nevertheless, developments within African countries
intertwined with these international patterns, abeit in
complex ways. All African states experienced signifi-
cant turbulence during the 1980s and 1990s, one result
of which has been the forma democratization of
many states. New parties and civic organizations have
emerged, some labor unions have regained their inde-
pendence from state machineries, and religious and
cultural organizations have gained greater public
prominence in many countries. There is no easy way
to make general comments on this diverse and
complex bundle of political forces, but one important
trend for our purposes is to note the selective incor-
poration of governance ideals into invigorated public
realms.

Governance Politics in Africa

What have been the principal effects of governance
politics in Africa? We can identify three key features:

1. Donors have become increasingly willing to
intervene in the way states organize themselves and
relate to their societies. Aid-dependent African states
must at least make a public commitment to gover-
nance: Donor-funded anticorruption agencies, admin-
istrative reform programs, and externally funded
technical assistance to introduce new forms of audit
and record-keeping strongly shape the nature of state
reform in many parts of the continent. In more extreme
cases, external agencies have withdrawn funding from
states that refuse to democratize or to deal with large
corruption scandals or human rights violations.

2. A reatively recent civil society organization
sector has emerged in many countries, largely con-
cerned with rights, empowerment, and development.
These organizations typically depend on external
funding and work to monitor or pressurize govern-
ments to make specific rights demands.

3. A nongovernmental organization (NGO) sector
has established itself as an auxiliary to government,
providing social services such as primary education,
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health care, agricultural development, or the provision
of water. These NGOs are based in communities,
notably around churches and mosgues, and work
independently of the government, or are contracted by
the government to provide certain socia services.
Again, these African NGOs are often keyed to exter-
nal networks, often working with partner international
NGOs or the World Bank.

In sum, Africa governance has produced a novel
form of politics, based in donor agendas of state
reform, emerging liberal and civic advocacy groups,
and nongovernmental service providers.

The Ambiguities of
African Governance

African governance is far from straightforward, con-
ceptualy or in practice. What does it mean to pro-
mote a liberal form of political life largely through
structures of external intervention and high levels of
financial dependence? Although stopping short of
coercion, governance programs can hardly be repre-
sented as a choice by African states or societies: There
are no immediate aternatives, and the context of
extreme indebtedness means that to displease Western
donors is to risk the financial collapse of the state.
Bearing in mind the normative centrality of freely
operating agencies and the selection of one option
from a range of choices to liberal tropes of palitics,
one might argue that the basic premises of liberalism
are absent and that governance is largely fuelled by
overbearing international Leviathans, whether people
or governments like it or not.

This raises the issue of the genuineness of gover-
nance politics within African countries. Some states
make a“show” or “perform” good governance to main-
tain flows of external funds, whether these reforms
make any difference to ordinary people is another
matter. Certainly, governance politics has largely
remained an urban affair; in the countryside—where
most peopl e live—authority and political processes can
be far removed from libera ideals. Also, many NGOs
and civil society organizations are reflections of
African entrepreneurialism in winning external funds.

Donors, keen to support “new” civil societies, have
funded so-called suitcase NGOs, which showcase
themselves as an exciting new initiative, but function
largely to give access to international patronage to
middle-class adventurers who know governance-speak
but know far less about the congtituencies they claim to
be empowering. There is aso a question about the gen-
uineness of the commitments of Western agencies:
Evidence suggests that democracy and good gover-
nance are at best part of abroader agenda of intervention,
which also involves considerations of security, eco-
nomic interest, and relationships with governing dlites.

Finaly, to what extent does governance work as
apolitical aspect of economic liberalization? Removing
the state from the economy, establishing more robust
property rights, opening economies to foreign capitd,
and promoting business organizations and their influ-
ence on governments are dl partly issues of governance
and economic liberalization. Given that economic lib-
eralization in Africa was so unpopular during the
1980s, does governance legitimize laissez faire in
African countries?

—Graham Harrison
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AGENCY

In the language of contemporary governance, agen-
cies are independent administrative authorities that
participate in running specific parts of economies and
societies. More precisely, these bodies undertake
analysis and make decisions to regulate economic and
social issues for which steering by the “invisible
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hand” of the market is judged to be either ineffective
or inappropriate and where direct governmental inter-
vention is considered undesirable. Indeed, to grasp
the importance of agencies within a large number of
today’s polities, one must first understand their inex-
tricable link with the growth of regulatory public poli-
cies. Only then can one begin to tackle the complex
set of governance challenges created by the establish-
ment and proliferation of agencies.

Agencies and the
Politics of Regulation

Although often considered new phenomena, agencies
first came into being in the 1870s in the United
Kingdom and the United States as a means to referee
and encourage economic competition in sectors such
as the railways and electricity. During the next cen-
tury, agencies grew in piecemea fashion as quasi-
governmental bodies designed to ensure laws and
rules were respected even in areas such as the “ quality”
of broadcasting. However, in the 1980s—a decade
marked by fundamental, neolibera criticism of the
role of public authority in the economy and society—
agencies were given anew lease on life as a means of
promoting the regulation of an ever-extending number
of markets and sectors.

At the heart of the diagnoses of the failure of the
state to intervene effectively in the economy lay a
deep-seated critique of a redistributive type of public
policy associated with the interventionist welfare state.
Such policies had three principa characteristics. First,
they frequently entailed a transfer of ownership of the
means of production and the provision of services
through the nationalization of industry. Second, eco-
nomic planning was engaged in by governments to
politically direct investment to key sectors or priori-
tized geographical areas. Third, governments inter-
vened directly, and often heavily, in markets and
sectors through systems of subsidies, quotas, and taxes
to encourage certain policy outcomes over others.
Since 1980, governments inspired instead by neoliberal
conceptions of the economy and society have aban-
doned nationalization and planning while seriously
tempering their respective forms of interventionism.

Indeed, in many if not most cases, interventions are no
longer legitimized by the goal of redistribution but,
rather, by highlighting how regulatory-type policies
can bring about more efficient policy outcomes.

Agencies have thus been reinvented as a means
of implementing a “new” approach to economic and
social governance. This approach depends heavily on
faith in the efficiency of markets as a means of distrib-
uting wealth and life chances. But it also recognizes
that in some issue areas markets fail as a regulatory
mechanism, thereby necessitating the intervention of
bodies that must be expert in their respective fields and
independent from political interference. Three types of
market failure have frequently been tackled through
the establishment of agencies: the emergence of
monopoalies (e.g., in the telecommunications sector),
negative externdities (e.g., damage to the environment
by intensive agriculture), or the production of deficient
public goods (e.g., poor public health caused by
unscrupulous food manufacturers). Agencies have
been devised as an antidote to such problems either by
becoming watchdogs that alert governments to the
abuse of laws and regulations or by regulating govern-
ments themselves in the name of efficiency, consumer
protection, and, less frequently, the citizen.

Challenges for
Governance and Democracy

Today, if most public actors either champion agencies
enthusiastically as defenders of the public good or, at
the least, defend them reluctantly as a necessary evil,
it is generally accepted that these bodies pose at least
four series of challenges for governance and even for
democracy.

The Thin Line Between
Implementation and Policy Making

As specialists of public policy never cease to under-
line, a great deal of decisions about regulation are
taken during the implementation of laws and policies.
Consequently, most agencies are frequently called on
to overstep the line and actually make policy, not least
by devel oping doctrines and instruments with which to
put into practice often vague primary legidation.
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The Complexity of Regulation
and Problems of Transparency

Many policy areas regulated by agencies are highly
complex and possess large amounts of detailed legis-
lation. Specialists therefore are needed within the
agencies, but also within the public and private orga-
nizations that they regulate. At worst, interactions
between these specialists can produce sets of rules
that only they can decipher, thus excluding wide
ranges of practitioners and consumer representatives.

Political Control and
Democratic Legitimacy

Be it genuine or perceived, lack of transparency
within agencies clearly poses problems for elected
politicians in general and officeholders in particular.
This problem is less acute in polities such as the
United States, where public congressional auditions
of agency representatives are commonplace. Elsewhere,
however, and in Europe in particular, agencies often
have less direct linkages to elected assemblies.
Consequently, it isfeared that these bodies will become
autonomous of governmental structures and pursue
either their own agenda or that of the dominant actors
they ostensibly regulate.

Intersectoral Policies
and Holistic Governance

Finally, excessive agency autonomy in turn begs
the question of the capacity of contemporary public
administrations to develop and apply coherent polit-
ical goals across a wide range of economic and
social sectors. This question has been raised, for
example, in the European Union over the case of
competition policy. Many actors consider that regu-
lating competition should be taken out of the hands
of the European Commission and given to a Europe-
wide agency speciaized uniquely in this issue area.
Defenders of the Commission reply that this admin-
istration must continue to regulate competition
because it alone has the necessary information and
political legitimacy to ensure that decisions over this
issue are made on the basis of values rather than just
on the basis of legal or economic expertise.

In summary, studying agencies and their chal-
lenges provides a means of tackling the following
crucial question: Is governance just revamped public
management or a genuinely new form of politics?

—Andy Smith
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AMERICAN GOVERNANCE

The American regime was not designed to secure effi-
ciency. Rather, it deeply fragmented political author-
ity and power to protect against the emergence of
tyranny. As such, the U.S. constitutional structure
divides authority between a central or national gov-
ernment and (now) fifty state governments. The
Founders expected that each level of governance
would prevent the potential usurpation of citizen
rights by the other. If the federal government went too
far afield and acted to deprive citizens of their rights,
states could be expected to demand that it return to its
rightful role. If one or more states denied citizenstheir
rights, the national government could rein themin. In
recent decades, for example, the national government
has acted to ensure African American and disabled
citizens their full politica rights against frequent
state-level claims to the contrary.
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The nation’s constitution divides political power
viafederalism and within the central government. The
national |egislature—Congress—was organized to
alocate authority to two bodies, each of which was
assigned specific functions. In addition, the House
and Senate share responsibilities and powers with
the executive authority or presidency. Third, neither
the president nor Congress can act authoritatively
without the assent of the other. Finally, both the exec-
utive and the legislature are subject to popular control
through regular elections. The actions of each institu-
tion are also subject to review by an independent judi-
ciary that is itself accountable to Congress and the
president and to the rule of law. All these ingtitutions
are also subject to popular control through—at
minimum—operiodic elections. Thisassigns avital role
to the character or virtues of the voting population.

Indeed, for the nation’s constitution to function
as devised, voters need to exercise prudence consis-
tently over time as they assess the claims of their
leaders and would-be officeholders. Should voters
fail to do so for any significant period, the cardina
aim of the regime, the freedom of its citizens, could
be jeopardized. This basic requirement of demo-
cratic governance convinced political theorists for
hundreds of years that popular rule simply was
not possible. America’s founders staked their hope
that popular rule could occur in the United States on
two anchors: a constitutional design that divided
and shared power among multiple institutions, actors,
and levels of governance and a belief that the nation’s
citizens could consistently choose prudent leaders
and ensure that they acted wisely over time.
The first secured against too-easy capacity to tyran-
nize whereas the second gave the body politic ulti-
mate sovereignty.

Analysts of U.S. governance today have suggested
that at least two basic challenges now test the ability of
this political framework to deliver its desired results.
Both are serious and both are linked ultimately to con-
cerns about citizen capacities for thoughtful choice.
The first might be labeled a crisis of legitimacy of the
American state. Following the Vietham War, the per-
ceived failure of government action to remedy theills
identified by President Lyndon Johnson's Great

Society initiative of the 1960s and Watergate, citizens
grew increasingly disaffected with their public institu-
tions. Indeed, by 1981, incoming President Ronald
Reagan could declare famoudly in his first inaugural
address that government was the major problem con-
fronting society.

Reagan offered the market as a palliative to over-
come the perceived failures of the regime. Since then,
and reflecting widespread cynicism about governmen-
tal capacity at all scales to deliver desired results,
voters have increasingly embraced leaders who offer
the view that government’s role in society should be
displaced or augmented by private action. In a sense,
this desire is not new because it is rooted in an
always-rightful democratic concern that government
not grow so large as to tyrannize. What is new, how-
ever, is the view that private agents, particularly
market-centered ones, could and should displace the
state in many domains of public service delivery. The
national version of the administrative structures that
result from these beliefs often resembles Rube
Goldberg contraptions as, for example, when national
grants are provided to the states with their varying
political cultures, interests, and capacities, and states
then rely upon localities or private agents finally to
deliver services to citizens. The resultant extra-
ordinarily complicated forms of policy action diffuse
accountability widely.

The other major challenge to American gover-
nance identified by many recent analystsisthe appar-
ently waning interest of the citizenry in public and
civic affairs. Thistrend is evidenced in declining lev-
els of voter knowledge of American history, institu-
tions, politics, and policies as well as in relatively
low election-turnout rates and levels of participa-
tion in many civic organizations. These develop-
ments suggest a population that may not be as well
equipped or inclined to judge its officials with pru-
dence or to demand deliberative consideration of
policy choices as may be necessary for the long-term
health of American democracy. An ill-informed and
unengaged citizenry deeply skeptical of the signifi-
cance and efficacy of public action is potentially
more subject to manipulation by the nefarious or by
those who rationalize their self-interested policy or
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political actions to themselves and others as neces-
sary on grounds of ideology or other beliefs. Observers
have argued that the relative lack of knowledge and
engagement among large numbers of the nation’s cit-
izens may arise from the pervasive and privatizing
influence of television, from an equally pervasive
consumerism, or from the decline of the acculturating
role of the nuclear family. Whatever the origins, lack
of knowledge and disengagement represent a pro-
found test of the capacity of the body politic to make
and demand deliberative choices aimed at securing
the rights and opportunities of all Americans for the
future. The twin-barreled and related realities of
declining state legitimacy and decreasing citizen
knowledge of, and engagement in, political affairs
now represent significant challenges to the U.S.
system of governance.

—Max Sephenson, Jr.
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ANARCHY

Anarchy is an ordered state of society without govern-
ment and domination. Anarchists argue that domina-
tion opposes human interests and that all aspects of
society should not be ruled by authorities, but can be
voluntarily organized based on self-organization, self-
management, self-government, bottom-up decision
making, grassroots democracy, decentralized net-
works, free agreements, and free associations.

Anarchists see capitaism and the nation-state as
limitations to self-determination, freedom, and the full
development of human faculties. The basic idea of
anarchism is that decisions shouldn’t be taken by
minorities but, instead, in bottom-up processes by all
those who are affected by them. Utopian socialists
such as William Godwin, Charles Fourier, or Robert
Owen didn't call themselves anarchists, but anticipated
the idea of a society without government. Pierre-
Joseph Proudhon was the first scientist who systema-
tically developed the idea of anarchism, defining it in
1840 in What |Is Property? as the absence of a master,
of a sovereign. There are different types of anarchist
thought; the basic difference is the one between indi-
vidual and collective forms of anarchism.

Individual anarchism stresses that domination lim-
its the free development of the individual and that all
domination should be abolished. This line of thought
goes back to the ideas of Max Stirner, who advocated
the supremacy of the individual, individual freedom
and self-determination, the uniqueness of the “1,” the
abolition of all social and moral bonds on the individ-
ual, and an association of egoists. Another form of
individual anarchism is Proudhon’s mutualism, which
is based on the idea of an equal distribution of private
property among individuals.

Historicaly, collective forms of anarchism have
been more influential than individualistic ones.
Mikhail Bakunin considered capitalism, the nation-
state, and religion as forms of domination that should
be abolished. He described his approach as collective
anarchism that is based on the idea that the means of
production and the structures of decision should be
controlled in collective processes of self-organization
by communes that freely associate themselves in
federations. The ideas of anarchy and communism as
forms of society are homologous insofar as they both
conceive afree society as a self-organized association
where all human beings live in peace, wealth, and
social security, where people can fully participate in
society, which is based on the principle “to each
according to his needs, from each according to his
ability” The main historical difference between
anarchists and communists that fuelled a controversy
between Karl Marx and Bakunin and resulted in the
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split of the International Labour Association in 1872
is the question whether the nation-state and the
monopoly of the means of violence can be immedi-
ately abolished in a situation of social discontinuity.

The main form of collective anarchism is com-
munist anarchism, as conceived by Peter Kropotkin.
Kropotkin argues that the human being is cooperative,
but cooperation would be alienated by forces such as
capital and the nation-state. A free society would be
possible based on the principle of mutual aid and by
making use of modern technology so that necessary
labor can be reduced to a minimum and a maximum
of free time is available. In such a society, communes
would control the means of production and social orga
nizations would have a decentralized and networked
form. Kropotkin conceived Communist Anarchism as
a communism without government that is based on
voluntary associations and free agreements. In The
Conquest of Bread, Kropotkin developed detailed
suggestions for how an anarchocommunist society
could be organized. Other historically important forms
of collective anarchism are anarchosyndicalism as
conceived by Rudolf Rocker and Murray Bookchin's
libertarian communalism.

The main ideas of anarchism such as anti-
authoritarian forms of organization, self-organization,
self-determination, grassroots democracy, and self-
management continue to exist in the form of new
socia movements, anti-authoritarian movements and
education, self-help groups, self-managed projects,
nonviolent forms of protest, and civil disobedience.
That anarchy is today frequently associated with vio-
lence and terrorism is mainly because of the move-
ment of the “propaganda of deed” at the end of the
nineteenth century that understood terrorism as a
form of political propaganda and liberation. But such
an equation is one-dimensional because it neglects
the ideas of nonviolence, freedom, and grassroots
democracy that have always been important aspects
of influential anarchist movements, writings, and
practices.

—Christian Fuchs

See also Communism; Community Organizing; Failed State;
Heterarchy; Self-Organizing System

Further Readings and References

Bookchin, M. (1992). Urbanization without cities. Montreal,
PQ, Canada: Black Rose Books.

Graham, R. (Ed.). (2005). Anarchism: A documentary history
of Libertarian ideas (Vol. 1). Montreal, PQ, Canada:
Black Rose Books.

Kropotkin, P. (1906). The conquest of bread. London:
Chapman & Hall.

Nettlau, M. (1996). A short history of anarchism. London:
Freedom Press.

Rocker, R. (1938). Anarcho-syndicalism. London: Secker and
Warburg.

ANDEAN COMMUNITY,
ANDEAN PAcCT

The Andean Community is an internationally legaly
recognized subregional integration organization com-
prising Bolivia, Colombia, Ecuador, and Peru.
Venezuela withdrew in April 2004 to protest Andean
country trade deals with the United States. The pri-
mary goa of the Andean Community isto bring about
apattern of balanced and harmonious devel opment for
its member states through a process of increased eco-
nomic integration and social cooperation. To this end,
intra-bloc trade in goods has been liberalized and
externa trade relations harmonized behind afour-level
common external tariff (zero, five, ten, and twenty per-
cent, with the bloc's poorest member, Bolivia, being
exempt from charging the twenty percent level). These
joint economic policies are bolstered by increasing
levels of political cooperation, particularly on the for-
eign policy front, which has resulted in common nego-
tiating positions for the Free Trade Area of the
Americas talks, discussions about a free trade agree-
ment with Mercosur, and strategies for continuing the
Andean Trade Preferences Act. A General Secretariat
in Lima, Peru, coordinates the activities of the bloc and
serves as a clearinghouse for the detailed technica
information needed by the member states.

The Andean Community is in effect a second
attempt at integration in the Andes, replacing
the Andean Pact that was formed by the May 26, 19609,
Cartagena Agreement. By the 1970s, it quickly became
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apparent that there was a strong structural asymmetry
within the bloc, resulting in the three Northern states of
Colombia, Ecuador, and Venezuela dominating intra-
bloc trade with a market share of seventy percent. This
distorted trade pattern was not helped by Peru’s reluc-
tance to engage fully in the first common externa tariff
project, persistent border conflicts between Ecuador
and Peru, or the recession that struck Bolivia and Peru
inthe 1980s. The Andean Pact consequently languished
as an ineffective integration movement until the
increasing pressures of accelerating globalization in the
1990s forced a reaction from the member states. In an
effort to cope with the pressures of the Free Trade Area
of the Americas (FTAA) negotiations, the growing
strength of Mercosur to the South, and the fragmenting
nature of the international economy, the Andean Pact
members signed the Protocols of Trujillo and Sucre,
whichinturn led to the birth of the Andean Community
on August 1, 1997. The result is an open regionalist
movement with defensive origins that seeks to exploit
interna synergies to maximize the possibilities of
external economic interaction. Despite the political will
that the bloc’s presidents have brought to the project,
the central challenge that plagued the Andean Pact
remains. geography. The member states are stretched
along the forbidding terrain of the Andean Cordillera, a
situation that is exacerbated by the parlous state of
transnational infrastructure linkages. Although the
Andean Community is devoting serious effort to
improving transportation and energy networks, the
combination of a lack of intra-bloc production chains
and the distances between nationa production centers
suggests that the bloc will have more importance in the
future as a political coordination mechanism than as a
dynamic engine for economic growth.

—Sean W, Burges

See also Hemispheric Integration; New Regionalism;
Regional Governance; Regionalism
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ANTIGLOBALIZATION

The antiglobalization movement is a new socia
movement that emerged at the turn of the millennium
and that questions neoliberal globalization. It can
be considered as a reaction to the frictions and
stratifications that have been caused by neolibera
globalization.

Looking at definitions of globalization by impor-
tant social scientists such as Anthony Giddens, David
Held and colleagues, and Roland Robertson shows
that they concentrate on quite similar aspects.
Giddens portrayed globalization in 1990 asintensified
worldwide social relations where local events are
shaped by distant occurrences. Held and colleagues
wrote in 1999 that globalization exemplifies inter-
connectedness of regions near and far, allowing for
enhanced social-activity and power networking.
Robertson noted in 1992 that the term globalization
denotes both a compression of the world and greater
consciousness of the world as an entity.

These definitions show that the central aspects
of globalization are interconnection, intensification,
time-space distanciation, deterritorialization, suprater-
ritoriality, time-space compression, action at a dis-
tance, and accelerating interdependence. Glaobalization
might be defined as the stretching of social relation-
ships in space and time: A globalizing social system
enlarges its border in a way that means socia rela
tionships can be maintained across larger spatial
and temporal distances. Globalization is based on
processes of disembedding, that is, the production of
time-space distanciation of socia relationships. Yet
processes of disembedding are accompanied by
processes of reembedding—yprocesses that adapt the
newly disembedded social relationshipsto local (tem-
poral and spatial) conditions. Globalization involves
the stretching of practices and structures that consti-
tute social systems in time and space; it results in an
increase of the intensity, extensity, reach, and velocity
of socia relationships; that is, there is a faster and
wider flow of more artifacts, people, and symbols
over networks across space-time. Disembedding and
reembedding are interconnected processes that are an
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expression of the dialectic of the global and the local.
The global is based on the interaction of localities; the
local is adapted to local circumstances. Robertson
spoke of this with the term glocalization in 1994.

The common theme underlying Giddens's concept
of disembedding, Manuel Castells's 1996 concepts
of timeless time and the space of flows, and David
Harvey’'s 1990 concept of time-space compression
is that modern technologies such as the computer
both accelerate social relationships and make them
more flexible. The history of modern society is a his-
tory of globalization and of the technological acceler-
ation of transportation (of data, capital, commodities,
people) that makes the world a smaller place:
Technologies increasingly mediate socia relation-
ships more efficiently so that distances appear to
shrink. Technological progress has resulted in an
increasing separation of the movement of information
from that of its carriers; the movement of information
gathered speed on a pace much faster than the travel
of bodies. Transportation and communication tech-
nologies (railway, telegraph, broadcasting, automo-
bile, television, aviation, digital computer-based
communication technology, and most recently digital
network technology) especially have increased the
speed of global flows of capital, commaodities, power,
communication, and information. The earth has been
increasingly transformed into aglobal communication
network that affects all realms of society. Knowledge
is today quite substantially detached from territorial
space: It cannot be situated at a fixed and limited ter-
ritorial location, it operates largely without regard to
territorial distance, and it transcends territorial space.
New knowledge-based technologies such as the com-
puter facilitate the del ocalization and disembedding of
communication in the sense of the generation of spa-
tial and tempora distance.

The dominant form of globalization is neoliberal
globalization; there is a globa hegemony of neoliber-
alism. Neoliberal policiesaim at creating aframework
for the economy that makes it possible to raise profits
by minimizing the costs of investment, reducing
social security, and preaching individualism. All
subsystems of society are increasingly dominated
and penetrated by economic logic, that is, the logic of

commodities and accumulating finance capital.
Aspects of neoliberalism include the following:

e The state withdraws from all areas of sociad life.

e The welfare state and collective responsibility are
destroyed.

o Sdf-help, self-responsibility of the individual for his
or her problems, and the capability of the market to
regulate itself without human intervention are preached.

e Growth, productivity, and competition are presented
as the only goals of human actions.

e Old ultraliberal ideas are presented as modern and
progressive.

e Homogenization of money and finance markets
under the dominance of afew nations.

e A kind of new Social Darwinism, which puts across
the message that only the strong and remarkable
survive in society and on the market.

e A permanent insecurity of wage and living conditions
(“flexploitation™), an individualization of work con-
tracts, and state assistance and state subsidiesfor large
corporations are al established and ingtitutionalized.

e Neoliberal ideologies claim that the economy is
independent from society, that the market is the
best means of organizing production and distribution
efficiently and equitably, and that globalization
requires the minimization of state spending, espe-
cially on social security.

e These developments are presented as something
inescapable, self-evident, and without alternatives.

e The neolibera state creates the legal framework for
flexible wages and flexible working times.

e Collective bargaining systems areincreasingly super-
seded by systems at a sectoral, regional, or company
level.

e The dtate tries to facilitate capital investment and
technological progress by subsidies, research and
development (R&D) programs, funds, and institu-
tional support.

e Thestateincreasingly triesto activate entrepreneurial
thinking by creating new forms of self-dependence
and self-employment, reducing unemployment bene-
fits and welfare, tightening eligibility criteria,
installing sanctions and coercive activation programs
(workfare, welfare to work).

e Pensions are increasingly cut and the retirement age
lifted; private pension funds are encouraged.

e Universities are considered as enterprises and
cooperation between universities and corporations is
encouraged.
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e Regulation is increasingly important on, and shifted
to, the supranational, regional, and local level, and
networks or links between cities, regions, and federal
states are established (also on a cross-border basis).

e Certain state functions are shifted to civil society
(neocorporatism).

o Public enterprises and services are increasingly pri-
vatized and commercialized.

o Wefareisincreasingly shifted from the private to the
corporate level.

e Transnational corporations introduce increasingly
flexible ways of producing commodities, and they
themselves are organized as globally distributed
firms that are political as well as economic actors.

e The nation-state is transformed into a competitive
state: There is competition for good conditions of
economic investment between nation-states and,
hence, nation-states are frequently forced to facilitate
privatization, deregulation, and the deterioration of
wages, labor legidation, and welfare policies to
attract the interest of transnational capital. Whereas
capital and transnational corporations operate at a
global level, the state is forced to enforce political
action at a nationa level.

There are both Right-wing and Left-wing antiglo-
balization activists. Extreme Right-wing groups such
as the British National Party, the Nationaldemo-
kratische Partei (NPD) in Germany, Front National in
France, and the Austrian Freedom Party (FPO) see
globalization as a threat to national economies and
national identity and argue that the economy should
be nationally controlled and immigration should be
strictly restricted to guarantee national identity. Right-
wing antiglobalism tends to argue that globalization
is an ideology advanced by Zionism, Marxism, and
Liberalism. Globalization is presented as a worldwide
conspiracy against national identity, Western culture,
or the White man. Such arguments frequently have
racist and anti-Semitic implications. For Right-wing
exponents of antiglobalism, neolibera globalization
is not the result of the structural logic of capitalism
but, rather, the result of a conspirative political plan of
powerful elites. These Right-wing exponents of
antiglobalism don’'t argue in favor of an aternative
globalization, but suggest nationalism and particular-
ism as cures for the problems caused by the dominant
form of globalization.

Far more important in number of activists and
public attention than Right-wing antiglobalism has
been Left-wing antiglobalism. It has come to public
attention through protests such as at the gathering of
the World Trade Organization (WTO) in Seattle in
November 1999, at the gatherings of the International
Monetary Fund (IMF) and the World Bank in
Washington in April 2000 and in Prague in September
2000, at the G8 (Group of Eight) countries’ gathering
in Genoa in July 2001, and by annually organizing
the World Social Forum in Porto Alegre as a counter
event to the meetings of the World Economic Forum.

Capitalist logic has resulted in a global dominance
of commodity logic and asymmetrical political power.
Globa economic and political capital flows and struc-
tures of decision making increasingly control the lives
of humans. And money and power are considered as
estranging and controlling forces. Left-wing antiglob-
alism can be considered in the terminology of Jirgen
Habermas as a reaction to the increasing colonization
of the lifeworld by capita and power. The term
antiglobalization movement is misleading because the
movement is not purely defensive and reactive but,
rather, a proactive movement for global democracy
and global justice. Hence, it can better be characterized
by terms such as movement for an alternative globali-
zation or movement for democratic globalization.
The insurgency of the Mexican Ejército Zapatista de
Liberacién Nacional (EZLN) against impoverishment,
neoliberalism, North American Free Trade Agreement
(NAFTA), and land expropriation, and for freedom,
dignity, justice, human rights, and democracy has
resulted in the emergence of aglobal solidarity move-
ment that uses the Internet. The EZLN has been char-
acterized asthefirst informational guerrilla, and asthe
germ cell of the antiglobalization movement.

The movement is a transnational protest move-
ment that is global in character and has a decentral-
ized, networked form of organization that mediates
the production of common values, identities, goals,
and practices that transcend spatial and tempora
boundaries. This movement communicates mainly
with the help of the Internet, which is used to organize
worldwide protests and online-protests, to discuss
strategies, to reflect political events and past protests,
and to build identities. Internet-based protest forms
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that can be termed cyberprotest or cyberactivism,
mailing lists, Web forums, chat rooms, and alternative
online media projects such as Indymedia are charac-
teristic of this movement, which has a high degree of
openness, accessibility, and globality.

The movement is pluralistic and to a certain extent
contradictory. Groups that are involved include tradi-
tional and autonomous labor unions, art groups, land-
less peasants groups, indigenous groups, socialists,
communists, anarchists, autonomous groups, Trotskyists,
parts of the ecology movement and the feminist move-
ment, Third World initiatives, civil rights groups,
students, religious groups, human rights groups,
groups from the unemployment movement, traditional
Left-wing parties, critical intellectuals, and so forth
from all over the world. This network includes groups
from different social movements. It isaglobal network
of networks, a movement of social movements, a uni-
versal protest movement, and a coalition of coalitions.
It aims at reclaiming the common character of goods
and services that are increasingly privatized by agree-
ments such as General Agreement on Trade and
Services (GATS) and Trade-Related Aspects of
Intellectual Property Rights (TRIPS).

Michael Hardt and Toni Negri have used the term
multitude to describe the antiglobalization movement
as a whole of singularities that act in common, a
decentered authority, a polyphonic dialogue, a con-
stituent cooperative power of agloba democracy from
below, an open-source society, and a direct democratic
government by all for al. The multitude, according to
Hardt and Negri, is awide-open, unrestrained network
that promotes working and living in common.

Because of its structure and diversity, the move-
ment is rather undogmatic and decentralized—it can’t
be controlled and dominated. The unity of this plural-
ity emerges by the common mobilization against the
neoliberal intensification of global problems. The dif-
ferent issues and concerns of the involved groups are
connected because they al consider problems that
have been caused by the logic of capitalistic global-
ization. The goals and practices of the movement are
not homogeneous; there is a large difference between
reformist and revolutionary activists and between
nonviolent and militant methods of protest. Another
difference concerns those parts that argue in favor of

the strengthening of the regulation of capitalism at a
national level and those parts that want to put a global
democracy in place of national sovereignty.

As a collective actor that is composed of many
interconnected non-identical parts, the movement can
asawhole be considered as striving for global democ-
racy, globa justice, and the globa realization of
human rights. The movement tries to draw public
attention to the lack of democracy of international
organizations and puts pressure to support democrati-
zation on dominant institutions. This global nonpar-
liamentary opposition acts and thinks globally.

The movement is spontaneous, decentralized,
networked, self-organizing, and based on grassroots
democracy. The organizational form is an expression of
the changing organizational features of society that is
increasingly transformed into a flexible, decentralized,
transnational, networked system of domination.
Capitalist globalization has resulted in the constitution
of a worldwide system of domination that is strictly
shaped by economic interests. Hardt and Negri call this
decentralized, flexible, networked global capitalistic
system empire. Empire would be a global system of
capitaistic rule; it would be based on a crisis of the
sovereignty of nation-states, the deregulation of inter-
national markets, an intervening global police force, as
well as mobility, decentralization, flexibilization, and
the network character of capital and production. The
emergence of a decentralized global empire has been
challenged by a decentralized global protest movement
that calls for globa participation and global coopera
tion and suggests that the degree of democracy, justice,
and sustainability of globalization should be increased.
The organizing principle of the movement is one of
global networked self-organization. For many of the
activigts, the protests anticipate the form of a future
society asaglobal integrative and participatory democ-
racy. The movement isayearning for asociety inwhich
authorities don’t determine the behavior of humans, but
humans determine and organize themselves. The move-
ment opposes globalization from above with self-
organized forms of globalization from bel ow.

Probably the most well-known antiglobalization
group is Association Pour La Taxation Des Transac-
tions Financiéres Pour L' Aide Aux Citoyens (Associ-
ation for the Taxation of Financia Transactions for the
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Benefit of the People, ATTAC), which exists in more
than thirty countries. ATTAC, according to its Web site
(www.attac.org), holds that financial globalization
leads to aless secure and aless equal playing field for
people, favoring instead the interests of global corpo-
rations and financial markets. The main demand of
ATTAC isthe Tobin Tax, asalestax on currency trades
across borders. At this writing, ATTAC claims more
than 90,000 members in forty countries.

—Christian Fuchs

See also Competition State; Global Civil Society;
Global Governance; Globalization; Global Justice;
Global Market; Glocalization; Marxism;
Transnational Social Movement
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ARAB INTEGRATION

The concept of Arab integration broadly refers
to efforts aiming to achieve closer cooperation and
assimilation between different Arab countries and
subregions. Depending on the context in which the
concept is used, integration could be meant as political,

economic, or ingitutional. The term has been used
in various frameworks, and its meaning has evolved
and shifted over time. Originally employed as part of a
larger project aimed at unifying the numerous Arab
countriesinto asingle Arab nation, Arab integration has
lately been discussed in strictly economic terms, often
associated with efforts by Arab countries to liberalize
their economies and connect with the global markets.

Pan-Arab Conceptions
of Arab Integration

Arab integration was first employed within the dis-
course of Arab nationalism and parallel to the evolu-
tion of the Arab state system in the aftermath of World
War 1I. The Arab nationalist (or Pan-Arab) ideology
posited that the multitude of Arab states represents a
coherent historical and political national community
and that this nation should be realized within a unified
Arab state. Following from that, Arab nationalists
argued that the Arab nation is a natural unit that was
artificially divided into unsustainable entities and
that political and economic development can only be
achieved through the rapprochement, cooperation,
and, ultimately, the unification of these states. The
League of Arab States was founded in 1945 as a tool
for the realization of Arab integration and unity, even
though in practice it was paralyzed by political divi-
sions and institutional deficiencies. Furthermore, from
the 1950s through the 1970s, severa attempts were
made to unify two or more Arab countries, most of
which were discontinued. The most famous of these
endeavors was the formation of the United Arab
Republic, a political union between Egypt and Syria
that lasted from 1958 to 1963. Other attempted unifi-
cations occurred between Libya and Egypt, Egypt and
Sudan, and Jordan and Irag.

In the late 1960s, the idea of Arab unity through
political fusion was mostly abandoned as an immedi-
ate goal and new forms of Arab regiona integration
wereinitiated. Thisincluded the establishment of insti-
tutions promoting inter-Arab trade, cultural exchange,
common industrial projects, common educational
policies, and military cooperation. In addition, Arab
states signed many bilateral agreements and formed
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subregional organizations to facilitate trade and politi-
cal cooperation. The most notable of these organiza-
tions were the Gulf Cooperation Council, the Arab
Maghreb Union, the Arab Common Market, and the
Arab Organization for Industrialization.

The idea behind these projects was to further eco-
nomic and political integration within the system of
existing Arab states in the hope of achieving greater
political weight on the world scene and accomplish-
ing economic objectives (that individual Arab states
might not be able to realize). The rhetoric of pan-
Arabism was not completely divorced from such
attempts, and many of these ingtitutions had the stated
goal of achieving higher degrees of rapprochement
and complementarity between different Arab states,
which would eventually pave the way for Arab unity.

This latter notion of Arab integration differed from
the traditional Arab nationalist model in severa
respects. Fird, it recognized the Arab state system and
accorded a greater importance to the Arab states in
the process of Arab integration, whereas the orthodox
pan-Arab discourse viewed these entities as illegitimate
colonia constructs and an obstacle to Arab rapproche-
ment. Second, this notion implied a belief in an incre-
mental route to Arab integration based on ingtitutiona
cooperation that was greatly influenced by the experi-
ence of the European Community and the building of a
common European market. Conversaly, the orthodox
nationalist view favored a more direct approach to Arab
unity inspired by European cases of national unification
in the late nineteenth century (especidly those of
Germany and Italy). Finally, the more recent notion of
Arab integration believed in cooperation being designed
and effectuated on the level of state bureaucracies and
diplomatic agreements, whereas the Arab nationalist
perspective believed in the promotion of Arab integra-
tion through mass movements and party politics.

Despite the multitude of institutions designed to
promote Arab integration, autarkic economic policies
and political differences kept the levels of Arab coop-
eration and trade at a minimum. Trade barriers were
rarely removed, and the movement of people and
goods between Arab states was often restricted. Inter-
Arab regional trade never exceeded eight percent of
the total of foreign trade in the Arab region in the past

four decades. Furthermore, the Gulf War of 1990 cre-
ated deeper political divisions among the Arab coun-
tries and marginalized the Arab nationalist discourse.

Arab Integration
as a Globalizing Tool

Since the mid-1990s, the concept of Arab integration
has been revived within adifferent context. The wave of
economic liberalization initiated by severa Arab states
and supported by international lending institutions has
pushed Arab economies to lift trade barriers and liber-
alize monetary palicies. In tandem with these changes
in economic governance, international agencies—
specificaly the World Bank and the United Nations
Development Programme (UNDP)—have been push-
ing for greater regional integration and trade as a step
toward economic integration on the global level.

The market-oriented approach views regional
integration as a necessary element for the creation of
trading blocs that would allow individual countries to
enter the global economy better prepared and under
more favorable terms. Citing the experiences of the
North American Free Trade Agreement (NAFTA), the
Association of Southeast Asian Nations (ASEAN),
and Southern Cone Common Market (Mercosur), the
proponents of regionalization see these blocs as a
useful tool for fostering the movement of capital and
labor within a region, which would lead to lower
poverty rates and the building of internationally com-
petitive institutions.

Similarly, severa regional institutions have been
created to promote trade among Arab countries under
the supervision and support of international agencies,
most significantly the Greater Arab Free Trade
Agreement (GAFTA), which aims at removing tariff
and custom barriers between Arab countries and is
being promoted as an essential tool to prepare for
the introduction of Arab states into the World Trade
Organization and the Euro-Med partnership.

—Amer Mohsen
See also Association of Southeast Asian Nations; North

American Free Trade Agreement; World Trade
Organization
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ArRMs CONTROL

Arms control is the adjustment of military forces
given the capability and intent of a state’s adversaries.
Although the adjustment of military forces according
to strategic ends has always been a part of statecraft,
arms control did not become a coherent idea and a
potential means of maintaining national security until
the advent of nuclear weapons. The logic encapsu-
lated under the term arms control originated among
physical and socia scientists involved in the develop-
ment and implementation of nuclear weapons in the
United States during the late 1950s and early 1960s.
The core assumptions of the arms control logic held
by American proponents deal with the origin of inter-
state conflict and the impact of nuclear weapons. First,
the cause of conflict between states is misperception of
intention and behavior. Second, the scale of destruc-
tion incurred by those involved in a nuclear exchange
precludes the possibility of victory. The first implica
tion of these two assumptions is that cooperating with
adversaries via treaties and conferences alows for
communication, reduces the likelihood of mispercep-
tion, and thus, decreases the chance for conflict. The
second implication is that nuclear force structure
should be designed and maintained to prevent an
advantageous first strike while ensuring an invulnera-
ble second strike. And the third implication is that
advancements in technology providing a final nuclear
advantage is unlikely, leaving politics asthe best means
of maintaining security in anuclear environment.
Examples of prominent arms control agreements
include U.S—Soviet efforts to manage the nuclear

arms race by signing and adhering to the Partial Test
Ban Treaty, the Strategic Arms Limitation Treaty, and
the Anti-Ballistic Missile Treaty. The Biological and
Chemical Weapons Conventions represent multilat-
era treaties limiting nonnuclear weapons, although
the Nonproliferation and Comprehensive Test Ban
treaties are agreements at the center of contemporary
international debates.

American opponents of arms control challenge the
cause of military conflict and subsequently the effect
of nuclear weapons on military planning. First, oppo-
nents assume conflict occurs when a state fails to
develop the military capability necessary to make
credible threats to its adversaries. Second, the poten-
tial for destruction on a scale unprecedented in the
history of military affairs does not preclude political
leaders from the obligation to plan for military
victory. The first implication is that cooperation with
adversaries only allows them to gain an advantage and
thus invites attack. The second implication is that a
nuclear force structure must provide the capability for
afirst strike or deterrent threats will lack credibility.
And the third implication is that technological
advances may provide the means for gaining military
advantage and thus enhance national security.

—Zachary Zwald

See also Deterrence; Epistemic Community; Security;
War on Terrorism
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AsIAN FINANCcIAL CRisis

The 1997 and 1998 Asian financia crisis began in
Thailand and then quickly spread to neighboring
economies. The crisis began as a currency crisis when
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Bangkok unpegged the Thai baht from the U.S. dollar,
setting off a series of currency devaluations and mas-
siveflights of capital. In thefirst six months, the value
of the Indonesian rupiah was down by eighty percent,
the Tha baht by more than fifty percent, the Korean
won by nearly fifty percent, and the Malaysian ringgit
by forty-five percent. Collectively, the economies
most affected saw a drop in capital inflows of more
than US$100 billion in the first year of the crisis.
Unparalleled both in its magnitude and its scope, the
Asian financia crisis became a globa crisis when it
spread to Russian and Brazilian economies.

A Crisis of Governance

The significance of the Asian financial crisisis mul-
tifaceted. Though the crisisis generally characterized
as a financial crisis or economic crisis, what hap-
pened in 1997 and 1998 can also be seen as acrisis of
governance at all major levels of politics: national,
global, and regional. In particular, the Asian financial
crisis revealed the state to be most inadequate at per-
forming its historical regulatory functions and unable
to regulate the forces of globalization or the pressures
from international actors. Although Malaysia's
controls on short-term capital were relatively effec-
tive at stemming the crisis in Malaysia and attracted
much attention for Prime Minister Mahathir bin
Mohamed's ability to resist International Monetary
Fund (IMF)—style reforms, most states' inability to
resist IMF pressures and reforms drew attention to
the loss of government control and general erosion
of state authority. Most illustrative was the case of
Indonesia, where the failures of the state helped to
transform an economic crisis into a political one,
resulting in the downfall of Haji Mohammad Suharto,
who had dominated Indonesian politics for more than
thirty years.

Debates about the causes of the financia crisis
involved competing and often polarized interpreta-
tions between those who saw the roots of the crisis as
domestic and those who saw the crisis as an interna-
tional affair. The economic crisis focused much atten-
tion on the role of the developmental state in East
Asian development. Proponents of neoliberalism, who
saw the crisis as homegrown, were quick to blame

interventionist state practices, national governance
arrangements, and crony capitalism for the crisis.
Assistance from the IMF al came with conditions
aimed at eliminating the close government-business
relationships that had defined East Asian devel opment
and replacing Asian capitalism with what neoliberal-
ists saw to be an apolitical and, thus, more efficient
neoliberal model of devel opment.

The early neoliberal triumphalist rhetoric, how-
ever, aso gave way to a more profound reflection
about neoliberal models of development. Perhaps
most of all, the 1997-1998 financial crisis revealed
the dangers of premature financial liberalizationinthe
absence of established regulatory regimes, the inade-
quacy of exchange rate regimes, the problems with
IMF prescriptions, and the general absence of social
safety netsin East Asia.

Echoing these concerns were those who saw the
crisis as a function of systemic factors. In contrast
with neolibera theorists who focused on technical
guestions, however, critics of neoliberalism focused
on political and power structures underlying the inter-
national political economy. Mahathir's characteri-
zation of the financial crisis as a global conspiracy
designed to bring down Asian economies represented
the far extreme of these views, though his views did
have some popular appeal in East Asia

Mostly, the widely held perception that IMF pre-
scriptions did more harm than good focused particular
atention on the IMF and other global governance
arrangements. The IMF was criticized for a “one size
fits all” approach that uncritically reapplied prescrip-
tions designed for Latin Americato East Asia, as well
as its intrusive and uncompromising conditionality.
Fiscal austerity measures were criticized as especially
inappropriate for the East Asian case and for prolong-
ing and intensifying both economic and political
crises. In addition to the criticism leveled at the tech-
nical merits of IMF policies, the politics of the IMF
and the genera lack of transparency of its decision
making were also challenged. Limited East Asian rep-
resentation in the IMF and World Bank underscored
the powerlessness of affected economies, as well as
their lack of recourse within existing globa gover-
nance arrangements. Combined, the criticisms of the
IMF diminished the prestige, if not the authority, of the
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IMF, resulting in heightened calls for a new interna-
tional architecture to regulate the global economy.

The Asian financia crisis also reveaed the inade-
guacies of regional organizations, especially the Asia-
Pacific Economic Cooperation (APEC) and the
Association of Southeast Asian Nations (ASEAN),
generating much debate about the future of both
organizations. Criticism focused especially on the
informal, nonlegalistic institutionalism of both organi-
zations. However, though ASEAN has displayed
greater receptiveness to institutional reform, informal
ingtitutionalism remains the norm with respect to
regional forumsin East Asia.

The crisis also has intensified other regional activi-
ties. In particular, unhappiness and resentment toward
the IMF and U.S. handling of the crisis intensified
interest and activity in an East Asian regionalism that
excludes the United States. The most prominent
example isthe ASEAN Plus Three framework.

Last, the Asian financial crisis significance for
governance aso played into debates about conver-
gence versus divergence. East Asian governance at
national and regional levels displays elements of both.
Although global pressures clearly structure develop-
ment in key ways, the persistence of certain domestic
practices and relationships shows that there remains
an important heterogeneity in the globa system.
The same can be said for the persistence of different
regional ingtitutional arrangements.

—Alice D. Ba
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International Monetary Fund; Neoliberalism

Further Readings and References

Ba, A. (2005). Contested spaces: The palitics of regional and
global governance. InA. Ba& M. Hoffmann (Eds.),
Contending perspectives on global governance:
Coherence, contestation, and world order. London:
Routledge.

Higgott, R., & Phillips, N. (2000). Challenging triumphalism
and convergence: The limits of global liberalization in
Asiaand Latin America. Review of International Sudies,
26, 359-379.

Pempel, T. J. (Ed.). (1999). The palitics of the Asian
economic crisis. Ithaca, NY: Cornell University Press.

Wade, R. (2000). Wheels within wheels: Rethinking the
Asian crisis and the Asian model. Annual Review of
Political Science, 3, 85-115.

ASIAN GOVERNANCE

Asian governance is an ambiguous and often-
contested term used to describe or distinguish
governance arrangements in East Asia (defined as
Northeast plus Southeast Asid). In general, Asian
governance refers to political systems and economic
development defined by an interventionist state and
corporatist political arrangements involving close
coordination between public and private (especially
government-business) actors. Governance in East
Asiais distinguished by a personalistic and particu-
laristic style of governance and capitalism that
contrasts with the legalism, impersonalism, and uni-
versalism of Western liberalism and capitalism. Often
associated with Asian authoritarianism because of the
number of nonliberal democracies in East Asia,
Asian governance is characterized as state-led and
top-down, rather than grassroots and bottom-up in
structure.

Values and
Development Debates

Asian governance is part of larger debates about
development and in particular the emergence of
East Asia's “miracle economies’ (Singapore, Korea,
Taiwan, Hong Kong) and later the newly exporting
economies of Thailand, Malaysia, and Indonesia.
The term gained salience in the late 1980s and early
1990s because East Asia’'s economic growth
challenged established theories of development.
Questions about Asian governance arrangements
also attracted attention because of both changing
geo-economic and geo-strategic forces, in particu-
lar, sluggish U.S. and European growth and height-
ened post—Cold War attention to human rights
concerns.
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As an explanation for East Asian growth, Asian
governance draws on both developmental state argu-
ments about the necessary role played by interven-
tionist states and cultura arguments about “Asian
values” especialy Confucianism. The tremendous
growth of these economies has posed a specia chal-
lenge to dependency theorists who identify structural
obstacles for later-developing economies moving up
the global economic hierarchy and in from the periph-
ery. Proponents of neoliberalism offered contrasting
criticism for the role played by interventionist states
and praise for East Asia’s embrace of, and integration
into, the global economy.

Those who use the term Asian governance often
draw on ideas about culture and specifically Asian
values to explain economic development and authori-
tarian governance in East Asia. “Asian values’ are
generally understood to be a cultural preference for
stable leadership over political pluralism, consensus
over dissent and confrontation, communitarian over
individualist values, duties and responsibilities over
rights, the primacy of order and harmony over com-
petition. It has been argued that Asian values facilitate
amore activist or interventionist state. Such cultural-
relativist claims are perhaps most associated with
Singapore’s former prime minister and senior states-
man Lee Kuan Yew. According to the “Singapore
school,” Asian values provided a needed antidote
against unrestrained capitalism of the West. In the
early 1990s when Western economies were sluggish,
those like L ee, comparing East Asia’'s dynamism with
what they saw to be Western decline, further argued
that Asian governance may beilliberal and authoritar-
ian but at least it was governance that worked.

The relationship between culture and develop-
ment is a contentious one, however, not |east
because it overgeneralizes aregion that is extremely
diverse. For example, Asian values are frequently
associated with Confucianism despite the fact that
states like Malaysia, which has played one of the
more vocal and prominent roles in the Asian values
debate, are not Confucian. Another common criti-
cism is that if Asian values explain economic
growth, then they must also explain periods of
nongrowth and decline in earlier periods, for

example, China during the nineteenth and twentieth
centuries.

Nevertheless, until the Asian financial crisis in
1997 and 1998, the idea of Asian governance contin-
ued to feature prominently in discussions of East
Asian development. In part, Asian governance
remained mostly an elite discourse and reflected the
self-interest of status-quo actors and states. Critics, for
example, maintain that cultural arguments in defense
of existing practices are a convenient tool of govern-
ments to ensure compliance, control, and conformity.
On the other hand, such criticisms should not negate
the larger point that governance and devel opment may
vary given important differences—timing and histori-
cal context of development, as well as culture—
between Asian and Western systems. At the least,
Asian governance challenges the widely held notion
that economic development necessarily leads to
liberal demaocracy.

It also must also be acknowledged that argu-
ments about Asian governance—whether Asian val-
ues in domestic politics or Asian institutionalism
(i.e., “the Asian way”) in international politics—
did have a broad appeal in the sense that they
expressed a “rare pride in being Asian,” as Khoo
Boo Teik commented in 1999. After centuries of
domination and emulating the West, Asian values
and Asian governance expressed a sense that Asia
too had something to offer in the way of models and
historical development.

Governance After the Crisis:
Asian Governance and
“Bad” Governance

Asian governance had always had critics on both
economic and political grounds. Even Lee Kuan Yew
acknowledged that Asian governance suffered from
important problems, with nepotism being a major one.
Intertwined public-private relations can also make
accountability difficult. The 1997-1998 Asian finan-
cial crisis, however, renewed and intensified externa
criticism and domestic reflection. Longtime critics of
Asian development saw the crisis as vindications of
both neoliberal development and libera democracy.
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Straying from its historical role and into debates about
“good governance,” the International Monetary Fund
implicated Asian governance as “bad governance’ in
which the financial crisis was seen to be a product of
Asian-style crony capitalism and a general lack of
respect for the rule of law. It followed that democracy
and neoliberalism were the cure for East Asia's eco-
nomic troubles.

Attempts to equate Asian governance with bad
governance should be treated with the same caution as
those that attribute Asia's economic success entirely
to culture. Just as levels and quality of development
vary widely from state to state, so do levels of corrup-
tion. The crisis did provide strong impetus for |eaders
and elites in East Asia to reexamine their governance
arrangements and to introduce economic and political
reforms, but it is premature to conclude that the East
Asian developmental model has been completely
delegitimated. In East Asia, blame is leveled as much
on the absence of effective (and democratic) global
level governance arrangements as on arrangements at
the national level. Mostly, Asian governance arrange-
ments continue to adapt, while retaining some of their
distinctive characteristics. Local mores and local
expectations about the importance of social abliga-
tions, for example, will continue to filter external
influences and pressures.

—AliceD. Ba
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Monetary Fund
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AsiA-PAciFic ECONOMIC
COOPERATION

The Asia-Pacific Economic Cooperation (APEC) isa
multilateral economic organization. It aims to enhance
economic cooperation among its member states and,
in particular, to improve trade and facilitate invest-
ment throughout the Asia-Pacific region. Its twenty-
one members are Australia, Brunei, Canada, Chile,
China, Hong Kong, Indonesia, Japan, the Republic
of Korea, Malaysia, Mexico, New Zedand, New
Guinea, Peru, Philippines, Russia, Singapore, Taipei,
Thailand, United States, and Vietnam. Collectively
these states control some 47 percent of world trade
and create some 60 percent of world gross domestic
product.

APEC was formed in 1989, and its secretariat
(administrative branch) was established in 1992. The
creation of APEC was controversial. Critics argued
that the Asia-Pacific was already the most economi-
cally advanced region in the world and that the cre-
ation of APEC would further increase its dominance
to the detriment of other parts of the global economy.
Supporters claimed that the creation of APEC would
help renew economic alliances between the United
States and East Asia following their fracturing during
World War |1 and the Cold War.

Many commentators describe APEC as one of
the trading groups that constitute a new pattern of
regional governance in the international economy. Yet
APEC differs from many similar bodies, such as the
Association of Southeast Asian Nations, in that it
relies on nonbinding commitments rather than obliga-
tions established by forma treaty. Some commenta-
tors have described this voluntary and consensual
approach as a kind of open regionalism. Critics argue
that APEC and its policies are thus ineffectual and
irrelevant. They have even described it as “transre-
gionalism without a cause” and suggested that it lacks
the institutional basis needed to be a major economic
grouping and to implement and enforce its policies. In
contrast, APEC's supporters argue that a loose con-
federation is sufficient to accomplish its goals, espe-
cially the Bogor Goals for Free and Open Trade and
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Investment, which require the removal of trade barri-
ers by 2010 for industrialized member states and by
2020 for poorer or developing countries.

—Mark Bevir
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ASSOCIATION

An association is any group of individuals that exists
for a shared purpose. Associations can be formal orga-
nizations such as labor unions and business groups, or
they can be informa organizations such as charity
leagues, socia clubs, and cultural groups. The sum of
associations within a state constitutes what is gener-
ally referred to as civil society.

Although some academic literature has paid atten-
tion to associations in nondemocratic regimes, most
scholarship has examined how associations facilitate
or hinder governance in a democratic context. This
entry will provide a partial survey of the literature on
associations in democratic regimes.

Models of Democratic Order

In their principles of organization, associations are so
varied that broad comparisons are difficult to make.
They may be governed according to either formal or
informal procedures. Associations may be organized
either along strictly hierarchical lines or based on
more egalitarian principles. Decision-making power

may be either centralized in one body or decentralized
according to different tasks.

Some scholars suggest that participation in associa-
tions is an important element of democratic societies
because it inculcates citizens with democratic values.
Through experience with the democratic rules that gov-
ern membership and representation in many associa
tions, citizenslearn to value broader constitutiona rules.
Through group activities, participation in associations
teaches citizens how to engage in public debate and
cooperate with one another to accomplish shared goals.
Associations help citizens develop basic civic values
by teaching them to value public goods in addition to
purely private individual interests, by helping them to
develop a sense of trust in each other, and by teaching
them to value political equdity. The nineteenth-century
French philosopher Alexis de Tocqueville praised the
high degree of associational membership in American
society as creating an exceptionaly high degree of
“civic virtue” among American citizens.

Recent literature on civic engagement in the United
States highlights asignificant decline in the traditional
associational life of American citizens since the mid-
twentieth century. Most famously, Robert Putham
expressed concern that the decreasein regular face-to-
face interaction among individuals through participa-
tion in civic associations has produced a tear in the
American socia fabric. More specifically, whereas
civic associations once put Americans in the regular
practice of good citizenship, the decline of associa-
tiona life has eroded Americans ability to work
together to achieve community goals. This rise in
individualism has led to increases in crime and politi-
cal corruption, as well as declines in community and
individual health.

More optimistic accounts of modern civic engage-
ment in the United States suggest that news types of
afiliations are replacing traditional forms of member-
ship associations. Most prominently, Theda Skocpol
argued that associations have not experienced decline
but, rather, an evolution into advocacy organizations.
An increase in federal and philanthropic funding for
associations has decreased the reliance of associa-
tions on membership dues. In response, associations
have become more professionalized, centralized, and
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advocacy oriented. Although the new types of organi-
zations do not require active participation by individual
members, and some do not have members at al, they
are working to bridge class, racid, and gender divides
on a national political scale. At the individua level,
Skocpol suggested that communication through the
Internet may be replacing the face-to-face interaction
once provided by membership in civic associations.

Political Interest Intermediaries

A large body of literature aso highlights the role of
associations as intermediary organizations that link
individuals to political leaders. This literature focuses
on “interest associations” or “interest groups,” which
are associations whose goals involve making political
claims. In the political sense, associations are vehicles
that channel citizen interests into organized political
demands, both by shaping public opinion around an
issue and by influencing policy decisions.

One group of scholars views democratic plural-
ism—the diverse array of interest associations operat-
ing to influence politics—as the key to the functioning
of American democracy. They share the basic assump-
tion that associations broaden the spectrum of inter-
ests that would otherwise be represented through the
democratic electoral process, and they see the role that
associations play as necessary for citizens to fully
exercise their rights in a democratic political system.
Similarly, pluralists highlight the role that associa-
tions play in protecting members of society against
abuses of power by the state, by giving a concentrated
voice to minorities, and by providing amechanism for
citizens to form a political response when the state
threatens their interests.

At the sametime, not all associations embody civic
virtues. Most famously, James Madison in the
Federalist Paper #10 warns of the danger of “fac-
tions,” which he defines as citizens united by some
common interest that opposes the rights of other citi-
zens or the aggregate interests of the community.
What then prevents factions from dominating the
democratic political process? Pluralist scholars such
as Arthur Bentley and David Truman argued that
groups will naturally check each other’s influence by

mobilizing in response to new radical influences. In
the same way that groups emerge to protect citizens
against the abuse of state power, individuals will also
form new associations in response to radical societal
groups that threaten their common interests.
Consequently, in a pluralist society, so many kinds of
associations represent such awide variety of interests
that no one association can dominate other interests.
Pluralist scholars also emphasize the constraining
role of public opinion, which they consider a large
potential group that can mobilize to mitigate radical
influences.

However, several prominent scholars have ques-
tioned the capacity for public opinion or “potential
groups’ to protect against radical influences, arguing
that collective action depends not just on grievances
but also on the availability of resources. Most
famously, Mancur Olsen coined the “free rider” prob-
lem, which he defines as the natura inclination of
individuals not to participate in group activity when
they are likely to receive the benefits regardless of
their individual participation. In contrast to pluralist
scholars, Olson suggests that people's behavior is
motivated more by individual interests than by group
interests, and consequently, despite the presence of
political grievances or threats posed by factions, inter-
est associations will not form unless their leaders also
provide individual incentives to join. This argument
suggests that a large number of interests will never
achieve political representation in the American
democratic system for lack of resources, and it hasled
a number of scholars to examine whose interests are
represented and whose are excluded from the
American interest group system.

Stratification theorists such as E. E. Schattschneider
and C. Wright Mills pointed out an €lite bias to the
group of associations that wields political power in the
United States, suggesting that the interest group sys
tem tends to replicate and exacerbate societal inequal-
ities by representing only the interests of the aready
powerful. According to dratification theorists, the
American interest group system privileges economic,
military, and political elites over the rest of society, in
addition to privileging the interests of large corpora-
tions over small businesses and consumers.
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Pluralists, however, counter that many different
kinds of resources are available to citizens who want
to influence politics and that amost everyone has
access to some type. Consequently, pluralists argue,
the relevant division in the interest group system lies
not between the haves and the have-nots but, rather,
between those who are interested in politics and those
who are not. Robert Dahl labeled these two groups
homo politicus and homo civicus, and he suggests that
homo politicusisjust aslikely to exist at every income
level, although it is always a small minority relative to
homo civicus. Nelson Polsby further argues that skills,
education, and hard work play key rolesin the move-
ment from homo civicus to homo politicus.

Another group of pluralist critics argues that an
overabundance of interest groups has produced
gridlock in the American policy-making process.
According to these scholars, such as Theodore Lowi
and Jonathan Rauch, a major problem with American
democracy is the large number of organized interests
that are entrenched in the political system, all of
which lobby to protect their pet programs. New
government programs catalyze the organization of
constituencies that mobilize to protect, preserve, and
expand their new entitlements. As the size and scope
of government purview has expanded, so too has the
number of and power of associations campaigning to
protect the status quo, leaving the government little
room for policy innovation.

Neocorporatism

Scholars who focus on the Northern European political
context suggest, however, that coordination among
interest associations, and between associations and the
state, may increase the effectiveness of governance in
times of economic crisis. In contrast to democratic plu-
ralism, the neocorporatist system of interest intermedi-
ation limits the number of claims that are made on the
state. Under this system, a small group of labor and
business associations enters into a formal bargaining
relationship with the state to negotiate the outcome of
macroeconomic policies. According to scholars such
as Philippe Schmitter, Gerhard Lembruch, and Peter
Katzenstein, restricting the range of competing

interests at the political bargaining table facilitates
effective negotiation, and furthermore, formalizing the
special relationship between a select group of interests
and the state encourages both business and labor asso-
ciations to occasionaly sacrifice short-term interests
for long-term political or economic gains.

Despite the fact that neocorporatism narrows the
spectrum of demands made on the state, these schol-
ars point out that a sense of broad political represen-
tation is maintained in Northern European countries.
Most importantly, each individual association that
is selected to participate in policy making typically
represents a wide range of political and economic
interests. With respect to labor, the encompassing
associations that bargain on behalf of al workers
constitute umbrella organizations that hold together
a highly coordinated and hierarchically organized
aliance of smaller unions. The need to unify the inter-
ests of labor from a diverse array of economic sectors
encourages unions to balance the aternative costs of
different economic policies against each other before
formulating their demands on the state. By deradical-
izing the demands of 1abor, neocorporatism facilitates
policy reform and innovation. Thus, a significant
number of scholars suggests that neocorporatist bar-
gaining systems have allowed the small economies of
Northern Europe to adjust rapidly and effectively to
globa economic shocks.

Authors such as Schmitter, however, point out that
several characteristics of the state and society are crit-
ical to the neocorporatist bargaining system. A strong
and relatively autonomous state is needed to prevent
the overaccumulation of power by associations, which
according to some scholars characterizes the American
political system. An organized and autonomous soci-
ety is necessary to facilitate negotiation with the state
and to check the power of the state. For example,
Southern Europe and Latin America throughout much
of the twentieth century were characterized by the
combination of a strong state and weakly organized
society. In this context, corporatism functioned as a
way for the state to co-opt interest groups into an
unequal bargaining relationship, demanding the polit-
ical cooperation of labor in return for only minor or
symbolic concessions.
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Associational Networks

A nascent strain of literature is beginning to suggest that
the twin forces of globalization and decentralization are
disintegrating corporatist aliances. According to this
literature, loose networks of associations are emerging
that form alliances among themselves and with the state
around specific issues. This system of interest interme-
diation liesin stark contrast to the corporatist system of
bargaining in a number of ways. Firgt, aliances are
temporary, formed around specific short-term goals.
Second, the coordination between interest groups tends
to be informa and less strictly hierarchical than are
corporatist alliances. Finaly, state-society negotiations
tend to be decentralized, either divided among relatively
autonomous government bureaucracies or among state
and local governments.

In the developing world context and particularly in
Latin America, some scholars promote associational
networks as the new aternative to the exclusionary
corporatist system that predominated in the earlier
part of the century. These authors suggest that inter-
est associations may be expanding political repre-
sentation to include a broad swath of societal
interests that were previously excluded from politics.
However, other authors suggest that national and
interventionist international organizations have
responded to these societal alliances by creating new
political institutions to co-opt them. At the same time,
one outcome of the decentralization of policy making
has been to produce broad subnational variation in
the kinds of political alliances that form, both among
associations and between associations and the state.
Thus far, the degree to which these emergent associ-
ational networks represent a more egalitarian form of
interest intermediation or a repetition of the coopta-
tion that characterized the old corporatist system
remains unclear.

—Jessica A. J. Rich
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ASSOCIATION OF GOVERNMENTS

See CounciLs OF GOVERNMENTS

ASSOCIATION OF
SOUTHEAST ASIAN NATIONS

The Association of Southeast Asian Nations
(ASEAN) was founded in 1967. Founding members
were Indonesia, Malaysia, Philippines, Singapore,
and Thailand. Brunei joined in 1984, Vietnam in 1995,
Laos and Myanmar (Burma) in 1997, and Cambodia
in 1999. Though not a military alliance, ASEAN is
best characterized as a political-security organization
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focused on regiona stability-mitigating intra-regional
tensions, self-strengthening, and preventing foreign
intervention or interference. Early efforts at trade and
industrial cooperation were limited, but intracASEAN
trade liberalization efforts have intensified since the
late 1980s.

ASEAN has been distinguished by its quiet
diplomacy and informal institutionalism, especially
its avoidance of binding agreements, the relative
absence of conflict resolution mechanisms, and its
preference for consensual decision-making processes.
ASEAN’s informalism is related to its norm of non-
interference, considered one of ASEAN'’s defining
norms and certainly an early point of agreement
among members. These norms and practices are often
characterized as the “ASEAN way.”

Asexemplified by the works of Michael Leifer, early
scholarship has tended toward readlist themes—the
influence of great powers and great power conflict on
regional processes and narrowly conceived national
interests as the explanation for ASEAN's informal
institutionalism. Realist explanations have been
challenged by constructivist accounts that focus on the
normative foundations of regiona order and the role
of ideas, culture, and process in shaping ASEAN'’s
institutional and security practices. ASEAN’s security
community status has been a particular preoccupation
of constructivists like Amitav Acharya.

In debates about regionalism, ASEAN contrasts
with the legalistic, formal institutionalism associated
with regional arrangements in Western Europe and
North America. ASEAN’s informalism, which also
characterizes wider regiona arrangements (e.g., Asia-
Pacific Economic Cooperation [APEC] and the
ASEAN Regional Forum), has also been a source of
tension between ASEAN states and other actors, espe-
cialy the United States. These tensions have gener-
ated contrasts between the process-driven ASEAN
way and the results-oriented American way.

Noninterference has received particular attention
and recent criticism for limiting the organization’s effi-
cacy in managing regiona affairs and for sheltering
member governments from scrutiny. Troubles regard-
ing the political instability and human rights situation
of new members (Cambodia and Myanmar), domestic

changes (democratization, the rising influence of
societal and transnational groups, globalization) in the
politics of old members, as well as a series of crises
(most notably the 1997-1998 Asian financial crisis)
have strained ASEAN'’s state-centric regionalism.
These problems have also contributed to the develop-
ment of “Track [11” processes involving societal groups
(domestic and transnational) that parallel more estab-
lished “Track I” (formal or official) and “Track I1” (aca
demics and think tanks) processes. Questions, however,
remain about how much societal groups will be ableto
penetrate the formal decision-making process.

—AliceD. Ba
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AuDIT

Audit performs an assurance and accountability func-
tion over the use of public resources and the veracity
of financial accounts. Audits are undertaken to pro-
vide information about resource management and
accounting to higher authorities and the electorate to
enable them to have confidence that public resources
have been used properly and effectively. Today, gov-
ernment auditing consists of two interrelated systems
of review—public audit by external agents, and inter-
nal audit by agency management. In both cases,
auditors report to a responsible authority (such
as a democratic legisature, governing board, or a
management team).
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External auditing (generally regarded as the most
important) involves the official examination of the
public accounts and financia transactions by desig-
nated personnel who make their findings public. The
duty of external auditors is to examine government
financesto ascertain their validity, accuracy, and com-
prehensiveness. Crucially, although these audit offi-
cials often remain government employees, they are
institutionally separated from the operational spheres
of executive government (and may be supplemented
by private audit firms). Once the public accounts
are audited, they are, thus, externally verified and
certified as true and correct.

External auditors have wide powers of search and
information gathering—covering ministers and offi-
cials, documents and records, contracts and purchas-
ing arrangements, premises and facilities, and stock or
other stores. Auditors have accessto virtualy all gov-
ernment documents (even cabinet papers, commercial
in-confidence information as well as performance and
financial information generated and held by govern-
ment agencies). They monitor and check whether
public money was properly collected and recorded
(legal taxation and receipts) and properly spent (legal
appropriation). The auditors attest that government
accounts and in-year transactions are accurate, fully
recorded, and properly supported by documenta-
tion and that the final statement of accounts gives
a true representation of the end-of-year government
finances (“true and correct statements”). Auditors also
provide opinions about whether government has
adhered to the appropriate accounting standards and
conventions. A key responsibility of the auditor is to
uncover fraud, financial corruption, and maladminis-
tration and, if any fraud or deception has been uncov-
ered, to make sure that it has been exposed and
rectified. In many jurisdictions, these officias may
also inquire into the efficient and effective use of pub-
lic resources. Their assessments enter the public
domain principally through reports or briefings to the
legislature (and by working closely with legislative
committees such as public accounts committees).

Internal audit, by contrast, concerns the monitoring
of resources within public agencies by internal
staff specially selected to perform this function. The

importance of internal auditing has grown in recent
decades, and it now usually constitutes part of the ini-
tial phase in the external auditing function. The inter-
nal audit function is now a vital aspect of modern
corporate governance frameworks. Internal auditors
verify internal revenues and expenses and assist exter-
nal auditors with data, investigations, and reports.
Although internal auditing is a management function
(reporting issues to boards or senior management for
information or action), it can aso aert external audi-
tors to problems or issues within the organization, as
well as follow up or prosecute issues raised by exter-
nal auditors over subsequent periods.

In most countries, the external audit function is
governed by various separate statutes (audit acts,
financial accountability acts, performance acts) that
dtipulate basic requirements about transparency and
regularity, detail the appointment and dismissal of the
principal auditor, outline the duties and powers of
audit officials, and sometimes provide detail about
how audits shall be conducted. These acts also stipu-
late requirements to be followed by public officials
and agencies. Generally, the supreme audit officia
is a statutory officeholder, who enjoys certain legal
rights and protections and has a degree of operational
independence from the executive. These officeholders
are varioudy termed the auditor general and comp-
troller general or combinations of the two.

Traditionally, the officeholder has been supported
by a specialist agency, secretariat, or department—
usually called the nationa audit office or genera
accounting office—that is either an arm of the legida
ture or a specialist executive agency reporting to the
legidature. These audit officeholders typically report
to aspeciaist audit committee of the legidature (public
accounts committee or audit committees). Audit offices
usually develop specialized divisions, depending on the
types of audits performed or mirroring approximately
the structure and functions of government itsalf.

In recent decades, many government auditors have
actively sought the assistance of private accounting
firms to perform the audit function of government
(contract auditing), rather than relying solely on their
in-house audit services. This helps spread the demand-
ing workload and assists government auditors to
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develop close working relations with other auditors—
possibly leading to improvements in the skills and
capacities of both parties. Where private auditing firms
conduct audits of government bodies, these audits are
first presented to the government auditor for inspection
and, if that auditor concurs with the findings, are then
forwarded or included in reports to the legidature.
Many private audit firms are also contracted to per-
form internal audit roles by government agencies.

In most advanced democracies, the external audit
functioniscarried out ex post facto—namely, after the
expenditure or transactions have occurred and been
expended. However, in some Asian nations, simulta-
neous or continuous audit is practiced as expenditures
are occurring (e.g., over largeinfrastructural projects).
Essentially, ex post facto auditing is a form of retro-
spective checking to verify compliance with approved
procedures and practices (the term compliance audits
is often used to denote this approach). It also means
that any errors, system failures, or recommendations
for change may not be brought to the public’'s atten-
tion until as long as two years after the event or deci-
sion occurred. This relatively long timeline can limit
the effectiveness of ex post facto audits. By compari-
son, internal audits are generally performed in amore
timely manner and, although the reports are not made
public, the findings may be more effective and acted
upon by management in proximity to the actual events
or transactions. Both dimensions of audit are impor-
tant to a holistic audit review and changing behavior
in government agencies.

In the history of auditing, the audit function did
not begin as an independent, external verification of
government finances—it was performed in-house by
treasury officials. In the Ancien monarchies, the
exchequer and auditing functions began as a means of
establishing accurately the magnitude of the royal
treasury, verifying the state of the books and reconcil-
ing payments and receipts from the royal treasury. It
was practiced at the heart of government by the most
trusted senior officials of the monarch, in some cases
(e.g., ancient Egypt) in a special language or using
codified symbols. In republics, the audit function per-
formed the role of verifying to the people the financial
probity of their governments—but again, historically,

by internal officials. By the eighteenth and nineteenth
centuries, in both constitutional monarchies and
republics, early auditors were often located within the
executive departments of government—most notably
the treasury departments. Auditing then was essen-
tially an internal form of checking and verification,
and ensuring that the money was present to finance
the activities of the crown or government. But gradu-
aly, nations considered it more appropriate to sepa-
rate the auditor and audit staff from the direct control
of the executive. Various provisions were put in place
to enhance the independence of the audit opinion.
These include dedicated statutes that provided statu-
tory independence, protections against arbitrary dis-
missal, lengthy terms for auditors, separate audit
organizations, the ability to report directly to the leg-
idature (and not through the executive), wide investi-
gatory powers, and perhaps even controls over the
budget proposed to cover an adequate audit function.

The main types of public-sector audit have tended
over time to be correlated with the size and scope of
government and the technology and information
systems available to government and management.
Initially, auditors attempted to conduct comprehensive
verification of all financia transactions—tracking
every transaction and receipt and acquitting them
against the ledger. This comprehensive audit technique
was employed across the general government sector
(departments and executive agencies) and in public
enterprises. There are bizarre stories of auditors
attempting to audit public banks on the basis of com-
prehensive compliance checks—only to find they could
not keep up with theworkload even if officerswere per-
manently attached to the banks. As government activi-
ties grew, the comprehensive audit became impractical
(although many auditors general attempted to retain this
form of full audit for customary reasons). Gradually,
sample survey audits were commissioned, based on
broad checks with case studies or samples chosen for
more detailed forensic or diagnostic auditing. The
development of computers allowed external auditors to
analyze comparative statistics to assist the process of
auditing and still deliver the assurance function.

From the 1960s, auditors began to extend their
interest in the broader dimensions of government



38 Audit

performance and “value for money” evaluations—
based on resource use but not restricted to it. Auditors
began to evaluate the design, resourcing, implementa-
tion, and management of programs against their
objectives. At first, program evaluation focused
largely on efficiency auditing—investigating how effi-
ciently programs operated and what ratios of effi-
ciency were found relative to outputs. By the 1980s,
auditing in many jurisdictions had extended to perfor-
mance auditing or effectiveness audits—where the
main issue concerned how effective the program was
at achieving its desired outcomes.

In addition to the functions of investigation and
assurance (the watchdog role), audit also plays an
educative role. This occurs at two levels. First, audit
reports (and associated recommendations for
change) have an educative and demonstration effect
across government—auditors often claim that
although they cannot physically check everything in
government, well-directed diagnoses exposing some
shortcomings can have much wider effects and keep
everyone on their toes. Second, auditors have found
themselves well placed to advise governments and
individual agencies on improved practices, more
accountable management, risk assessment, and the
benefits of internal audit. Many modern audit orga-
nizations now issue guidelines and advisory stan-
dards, best practice guides, and recommended ways
of treating resources.

The legidature or parliament receives externa
audit reports (receiving and tabling makes them pub-
licly available) and has the opportunity to comment on
reports, follow up any findings or recommendations,
and ask for further audit investigation. Legislatures
and their committees can conduct additional investi-
gations in public or in camera, and many committee
investigations in nonfinancial areas often benefit from
or feed into the audit function. Public accounts com-
mittees often play “tag team” roles with auditors,
where the auditor may expose shortcomings through
the financial audits and the committee can then inves-
tigate further and cross-examine public officials on
these and other matters. This enhances the intensity of
public scrutiny of government resource usage. Many
legislatures, through the public accounts committee,

now are involved in the formulation of the forward
audit schedule for the year ahead and may even be
involved in the process of appointing senior auditors
and advising on their recommended budgets.

The key issues with audit today are the degree of
real independence auditors enjoy, the skills and exper-
tise of auditors, how far auditors can comment on
policy, the effectiveness of the audit function, and
compliance with recommendations. In many coun-
tries, supreme audit officials enjoy only limited inde-
pendence from the executive—some are selected
internally, positions are filled by grace-and-favor
appointments, their budgets are constrained by the
executive, and they are restricted in what types of
reports they can produce. The mix of required skills
and expertise of audit offices has aso been ques-
tioned—especially by senior executives in govern-
ment and sometimes by legislatures. Too often audit
organizations are staffed by accountants and financial
auditors who are not necessarily qualified to report
on program performance, organizational capacities, or
behavioral dynamics. Auditors have aso traditionally
restricted their comments and findings to the adminis-
tration of government programs, rather than to the
merit of the programs themselves. Yet, many auditors
have strayed into the policy field, commenting on the
appropriateness of policy decisions from an external
vantage point. Governments generaly regard this
incursion into their prerogatives as exceeding the
auditor's role. Finaly, few auditors have formal
capacities to rectify problems or failings in govern-
ment. Their influence comes through public recom-
mendations and commentary but they have no real
power to impose changes on other parts of executive
government. Governments can ignore or marginalize
audit recommendations or qualifications to an audit
report—sometimes seemingly with no sanction.
Auditors can reexamine and re-report on the problems
if they persist but are not in a position to effect change
themselves. This is sometimes seen as a limitation of
auditing in the public sector.

—Alexander Gash and John Wanna

See also Accountability; Contracting Out; Corporate
Governance; Public Administration; Transparency
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AUSTRALASIAN GOVERNANCE

Australia and New Zealand occupy distinctive places
in debates about how governance could or should be
conducted. In the latter stages of the twentieth cen-
tury, New Zealand and Australia went further than
most countries in embracing the policy prescriptions
and rhetoric of neoliberalism and the concomitant
reduction of the state's role in economic management
thisimplies. Although the state is still actually amajor
player in political and economic affairs of Australia,
and though New Zealand has retreated from its earlier
radical embrace of neoliberalism, ideas about the
appropriate role of government have changed pro-
foundly in both countries. As the larger economy, and
given New Zeaand's recent policy reversals, the
Australian experience is arguably of greatest long-
term significance.

For much of the twentieth century, Australia had
been a fairly insular, highly protected place, in which
the government oversaw a particular accommoda-
tion between organized labor and various economic
sectors. Restructuring in the global economy, the
decreasing importance of Australian agriculture and
the declining competitiveness of Australia’s manufac-
turing sector forced change, however. By the 1980s,
Australia’'s old model of “protection all round” was no
longer sustainable. A consensus among economic and
eventually political elites developed that the economy
had to be opened to international competition.

Remarkably, it was the formerly Left-leaning
Australian Labor Party that promoted this transforma-
tion, with the acquiescence of organized labor. All the
key elements of the neoliberal agenda—a floating cur-
rency, trade liberaization, the phasing out of protection,
and labor market reform—uwere pushed through during
the 1980s and early 1990s. At the same time, mgor
reforms to government itself and of Australia’s foreign
policy were put in place to consolidate these changes.

At one level, these changes were manifest in a
reorganization of government departments and—
especially under successive coalition governments
during the 1990s—introducing the principles of “new
public management” to Australia's public service. At
another level, however, domestic and foreign policy
were conscioudly linked in an effort to open both the
Australian economy and workforce to international
competitive pressures.

As a conseguence, many areas of activity that were
formerly the direct responsibility of government have
either been passed to the private sector, as with job
placements for the unemployed, or given to nominally
independent institutions like the Reserve Bank of
Australia (RBA), which has now assumed formal
responsibility for the management of monetary policy.
The RBA's seemingly permanent independence is
emblematic of a new order in which particular ideas,
generally imported from overseas, and specific
economic interests, especially in the financial sector,
exert a powerful influence over public policy.

New Zealand went even further and faster during
the 1980s, as a technocratic elite sought to drive
policy reform and turn abstract economic ideas into
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political and social reality. Increasing skepticism
about the economic and social impacts of the reform
process has seen a significant retreat from the earlier
wholesale embrace of neoliberalism and the rising
inequalities it was frequently associated with. What is
clear isthat New Zealand's per capita gross domestic
product (GDP) growth has been the dowest in the
developed world since 1984 and notably poorer than
that of Australia, which had a less radical reform
process. At the very leadt, this is a reminder that the
Australasian countries have had different policy expe-
riences and outcomes, and that government reforms
alone may not be able to overcome structura con-
straints of size and isolation.

—Mark Beeson

See also New Regionalism; Regiona Governance;
Regionalism
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AUTHORITARIANISM

The term authoritarianism has been employed in
several different contexts. The two most prominent
usages will be discussed in this entry: authoritarian-
ism as a style of rule and as a personality type.

Authoritarianism
as a Style of Rule

Authoritarianism refers to a style of rule character-
ized by limited political pluralism, little political
mobilization, and few safeguards for individual rights.
An authoritarian regime, sometimes called a dicta-
torship, is often contrasted with a democratic form of
government.

The term authoritarianism was created to describe
amiddle ground between democratic regimes, such as
the United States and United Kingdom, and totalitarian
regimes, such as Germany, Italy, and the Soviet Union
in the first half of the twentieth century. Totalitarian
regimes use terror to maintain power and completely
reorganize socia and political life by banning plural-
ism, mobilizing mass demonstrations of support, and
constructing ideologies around charismatic leaders.
Authoritarian regimes, by contrast, allow for limited
pluralism while banning political mobilization and
de-emphasizing ideology and charisma.

Authoritarianism is a broad category, and various
subtypes of authoritarian regimes have been identi-
fied. Bureaucratic authoritarianism describes various
Latin American regimes led by coalitions of military
officials and bureaucrats. Sultanismisatype of author-
itarianism characterized by extreme patrimonialism,
unrestrained personal rule often around a personality
cult, and the use of terror and rewards. Competitive
authoritarianism is a combination of democracy and
authoritarianism, whereby formal democratic institu-
tions are the main way that political authority is
obtained, but incumbents often violate rules and
employ bribery and harassment.

Several questions dominate the study of authori-
tarian regimes. Under what conditions do countries
successfully transition from authoritarian to demo-
cratic regimes? Why do countries backdlide from
democracy toward authoritarianism? How do authori-
tarian regimes obtain and maintain legitimacy and
power? Are authoritarian regimes more likely to make
successful economic transitions than democratic
countries are?

Authoritarianism as
a Personality Trait

The Authoritarian Personality is a study of prejudice
written by Theodor Adorno and his colleaguesin 1950
as an effort to explain anti-Semitism during the rise of
fascism, communism, and McCarthyism. The author-
itarian personality is a particular type of disposi-
tion toward authority characterized simultaneously by
submissiveness toward leaders above and harshness
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and aggression toward those below. Additional char-
acteristics of an authoritarian personality include
afocus on power relationships and a pessimistic view
of human nature. This psychoanalytical, cultural
approach to understanding authoritarianism produced
numerous tests and measures to study this personality
characteristic.

Since its inception, the study of the authoritarian
personality has opened doorsto the following debates:
Can we generalize about antidemocratic personalities
(Left or Right)? Are there common psychological
characteristics that lead to extremism? What is the
relationship between the authoritarian personality and
political behavior? Under what conditions will author-
itarian predispositions arise? Should authoritarianism
be understood as a personality trait rooted in Freudian
psychology or a feature of collective in-group/out-
group behavior?

—Regine A. Spector
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Further Readings and References

Adorno, T., et a. (1950). The authoritarian personality.
New York: Harper.

Linz, J. J. (2000). Totalitarian and authoritarian regimes.
Boulder, CO: Lynne Reinner.

AUTHORITY

Authority is the right to command obedience.
Authority implies both one who commands and others
who obey, the wielder and the subjects of authority
being linked in a hierarchical relationship mutually
recognized as legitimate and based on the shared
norms of a collectivity. As a consequence of thisrela-
tionship, authority endows the wielder with the right
to issue commands that the subjects of this authority
feel obligated to obey. Thus, authority is distinguished
by the voluntary compliance of its subjects on the
basis of the perceived legitimacy of a hierarchical
relationship, rather than on the basis of persuasion,

caculations of self-interest, or physical coercion.
Authority is also by definition limited in its scope,
being constrained by a set of shared beliefs and norms
that justify the hierarchical relationship between
wielder and subjects.

Authority is a robust and efficient form of social
and political order, as the voluntary obedience of sub-
jects means that few resources need to be expended on
diciting compliance. In contrast, when physical coer-
cion (or the threat thereof) is the basis of social
control, compliance is the result of fear. Those seek-
ing to exert control must expend immense resources
on policing and enforcement of rules. Likewise, com-
pliance on the basis of self-interested calculations
suggests a tenuous form of socia control because an
individual’s observance of the rules is open to con-
stant reevaluation to determine if obedience il
provides the greatest utility. Finally, securing obedi-
ence to rules through persuasion or appeals to reason,
emotion, or norms may be more stable and less costly
than either physical coercion or self-interest, but it is
clearly less effective and more costly than the habitual
obedience dlicited by authority. In any complex socia
system, however, control is likely to be achieved
through a combination of these methods.

Waning State Authority?

Current writing on governance often asserts that the
authority of the state is declining. This could mean at
least three things. First, states may beincreasingly less
able to rely on authority as a key method for exerting
socia control. This may be the result of individual
crises of legitimacy or amore general trend associated
with globalization or broad cultural changes that have
undermined the normative foundations of hierarchical
authority relationships. In this case, aloss of authority
suggests that states are increasingly governing in net-
works with voluntary and private bodies either as a
means of increasing legitimacy or to mitigate the costs
associated with having to rely on less efficient forms of
securing compliance. Second, decreasing state author-
ity could refer to a narrowing scope for the exercise of
authority. In this case, it may not be that states are less
able to rely on authority for socia control but, rather,



42 Autopoiesis

that normative changes have led to aredefinition of the
range of areas where that control applies. Thus, new
forms of governance may emerge as states seek to
exercise influence in areas where they previously com-
manded obedience. Third, a loss of state authority
could mean that authority has shifted to other levels.
In response to economic, political, and normative
changes, new governance forms may emerge as state
authority is transferred upward to the supranational
level, downward to the subnational level, or outward to
the private realm. This could represent avoluntary del-
egation of authority (with the implication that states
could take authority back), or an involuntary loss to
bodies at other levels that are either actively “poach-
ing” on state authority or merely willing and abletofill
in for aretreating state.

Empirically, there is till much debate about to
what extent and in what ways state authority is declin-
ing. What are the consequences of declining state
authority for social and political control? Have states
voluntarily delegated their authority, or is this
happening against their wills? Can states regain lost
authority, or isthis an irreversible process?

Authority Outside the State?

Much of the writing on authority and governance has
focused on this shift of authority to other levels.
However, the concept of authority must not be
confused with governance. Global economic integra-
tion and other challenges may be shifting the locus of
governance beyond the state to supranational, subna-
tional, or private arenas without creating hierarchical
relationships that give one party a mutualy recog-
nized, legitimate right to command and receive obedi-
ence. This is especially relevant to arguments about
authority in the private realm. Arguments about the
authority of firms and markets, the “illicit” authority
of transnational criminal groups, or the “moral” or
“knowledge” authority of nongovernmental organiza-
tions (NGOs) or epistemic communities often confuse
authority with the ability simply to dlicit voluntary
compliance. These groups expertise, knowledge, or
values may provide convincing reasons for obeying
their directives, but being convinced is not the same as

being obligated to obey a socialy legitimated author-
ity. Will authority have a place in evolving forms of
governance, or will governance instead rely on other
forms of social control to deal with the consequences
of fragmented or waning state authority?

—Jeremy Darrington
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AUTOPOIESIS

Autopoiesis refers to the continua “bringing forth”
of self. It has its origins in systems theory and is
closely associated with the work of the Chilean
biologists Francisco Varela and Humberto Maturana.
In their work, the term was used to mark the essential
distinction between living and nonliving systems.
An autopoietic system is therefore defined as a system
of interrelated components that interact to produce
themselves.

The concept of autopoiesis has had significant
influence well beyond the field of theoretical biology.
A detailed review and appraisal of the various impli-
cations and applications of autopoiesis can be found
in the work of John Mingers, who demonstrates its
impact in cognitive science, artificial intelligence,
family therapy, law, and sociology. Autopoiesis
receives its most significant reworking and extension
for the domain of the socia sciences in the work of
Niklas Luhmann.
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Autopoietic social systems are an evolutionary
achievement of modern society. For Luhmann, they
were nothing more than the communication systems
that enabled the thematization of particular areas of
socia life. For example, the legal system is an
autopoietic system that protects norms by deciding if
something islegal or not. Such systems are not needed
for society to function as awhole, asisthe casein the
functionalism of Talcott Parsons. These systems are
there because they perform a function. There is no
other justification for their existence. In this respect,
Luhmann reversed Parsons's structural functionalism.
In this view, society is not an integrated whole like an
organism; rather, it is composed of aplurality of inter-
acting systems. One of the interesting features of
socia autopoiesis is that people are no longer said to
be contained within society but, rather, they existinits
environment. They can affect society because it would
not exist without them, but the manner of their effect
is said to be indirect and unpredictable.

Autopoietic systems are organized around the
constant reproduction of a specific code; the economy,
for example, achievesits autopoiesis because it gener-
ates the need to replace money that has been used by
people to purchase end products such as food and
electricity. These products are used up in the process
of their consumption. The economy therefore contin-
ually reproduces the need to replace such goods, and
thisisits form of autopoiesis.

An important property of autopoietic systems is
that they are organizationally closed. This means that
they cannot “see” other systems. The economy can-
not, for example, “see” political power nor can it
ascertain legal decisions. It can, however, be affected
by these in unpredictable ways. It follows then that
such systems present special problems for steering
and governance.

The significance of autopoietic social systems is
of particular relevance to governance because
such systems are not purposive or rational. A society
composed of such systems is a process of socia
communicative evolution where systems such as the
economy and law coevolve in complex ways. It
is impossible to steer such a society in the form of
governance.

—Barry Gibson
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BALTiC STATE COOPERATION

The Republics of Estonia, Latvia, and Lithuania are
collectively known as the Baltic States and are located
on the eastern littoral of the Baltic Seain Northeastern
Europe. Interstate cooperation between Estonia,
Latvia, and Lithuania has its roots in the treaty on
Understanding and Cooperation, which was signed in
1934 in Geneva. Thetreaty’s principles of cooperation
in foreign affairs were reaffirmed by the leaders of the
Estonian, Latvian, and Lithuanian Socialist Republics
when they established the Baltic Council in 1990.
After regaining independence, the Baltic Assembly
(BA) was founded in 1991 to facilitate interparlia-
mentary cooperation. Intergovernmental cooperation
is coordinated through the Baltic Council of Ministers
(BCM), which was established in 1994. The Baltic
Council now serves as a forum for enhancing cooper-
ation between the BCM and the BA.

The role of the chairperson of the BCM rotates
between the three states annually. The BCM consists of
the Prime Ministers' Council, the Cooperation Council
(chaired by the three Foreign Ministers), a Secretariat,
and Committees of Senior Officials. In 2003, the Prime
Ministers Council announced that it would play the
leading role in agenda and priority setting for inter-
governmental cooperation and reduced the number
of Committees of Senior Officials from twenty-one
to five. These committees explore areas of common or
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potential interest and make recommendations in the
following fields: energy, transport and communication,
defense, environment, and home affairs.

The BA houses sixty parliamentarians, with the
national delegations consisting of twenty parlia
mentarians drawn proportionally from the Estonian,
Latvian, and Lithuanian parliaments. There are six
standing committees, which draft declarations and
statements on behalf of the assembly and also propos-
als and recommendations for the consideration of the
Baltic Council and BCM on economic affairs, com-
munication and informatics, education, science and
culture, environmental protection and energy, legal
affairs and security, social affairs, and budgets.

Interstate cooperation between Estonia, Latvia, and
Lithuaniain the post-Soviet erais deeper, broader, and
more ingtitutionalized compared with the interwar
period. Efforts are currently underway to coordinate
work on educational reforms, devel oping business and
tourism prospects, border crossings, the fight against
organized crime, defense, energy, and transport. Yet,
there has been skepticism about the level of commit-
ment given to Baltic State cooperation. It has been
argued that it was merely a tool for advancing
European Union (EU) and North Atlantic Treaty
Organization (NATO) membership prospects, rather
than addressing, promoting, and protecting common
interests and concerns. The lack of progress in estab-
lishing a Baltic Customs Union and Common Baltic
Economic Space has been used to support this view.
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Yet cooperation in a number of fields is fairly
well developed. The most frequently cited cases of
enhanced cooperation are found in the military sphere.
For example, the Baltic Battalion (BALTBAT), Baltic
Naval Squadron (BALTRON), Baltic Air Surveillance
Network (BALTNET), and Baltic Defence College
(BALTDEFCOL) are regarded as positive instances of
Baltic cooperation, which can operate within a broader
multilateral framework, such as NATO. Therefore, the
BA, BCM, and Baltic Council continue to function,
despite the fact that the Baltic States are now members
of the EU and NATO because there is still a need for
institutionalized cooperation mechanisms for coordi-
nating common positions to promote or defend shared
foreign and defense policy interests.

—FPaul Holtom

See also European Union; Mesoregionalism;
North Atlantic Treaty Organization; Regionalism
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BEAR MARKET

A bear market is characterized by falling prices for
securities, usually stocks, within a context in which
market participants are pessimistic about the chances
of an imminent turnaround in prices. A bear market
differs from a market correction, even during a cor-
rection in which the market index loses twenty per-
cent of its value (the figure typically associated with
a bear market). Corrections tend to follow dramatic
events where the confidence of investors is shaken
very badly for a short period, but where the impres-
sion quickly forms that the event is a one-off that
should not alter investors underlying outlook. The
responses of North American and European stock
markets to both the crash of 1987 and the fallout from
the Asian financial crisis in 1997 represent two such

cases. On both occasions, following a record points
fall in the market index, the underlying increase in
stock prices soon returned to its pre-correction trend,
amid the general perception among investors that
market fundamentals remained sound. A bear market,
by contrast, is one in which falling stock prices are
not treated as a symptom of a one-off shock to the
financial system, nor as evidence of temporary poor
performances by the companies in question, but as a
function of depressed expectations across the market
as a whole. Bear markets therefore tend to be more
protracted than market corrections, requiring awhole-
sale change in the confidence of market participants
before they are brought to a conclusion. The most
notable worldwide peacetime bear markets of the last
one hundred years occurred (1) during the depression
of the 1930s, (2) in and around the collapse of the
Bretton Woods system in the early 1970s, and (3) fol-
lowing the bursting of the tech-stock bubble in 2000.

Public policymakers have few policy tools at their
disposal to end a bear market (the sameistrue of a bull
market). They can maintain low real rates of interest in
an attempt to encourage investors to adopt a more opti-
mistic attitude toward the market, but that is about al
they can do. In recent times, however, public policy-
makers have shown a high degree of inflation aversion
and, as such, they may be reluctant to reduce interest
ratesfor fear of introducing inflationary tendenciesinto
the economy. This leaves policymakers with the option
of trying to talk the market up, to instill into investors
the sense that all iswell with the economy and that they
should fedl confident that they can redlize their invest-
ment plans. Central bankers in particular are often
caled on to emphasize sound macroeconomic funda-
mentals during a bear market. The expertise that they
have as centra bankers, allied with their perceived
autonomy from the political process, isassumed to lend
additional authority to their pronouncements. However,
one feature typical of bear marketsisinvestors' unwill-
ingness to act based on news about fundamentals, but
to act instead because of their experiences of the
depressed state of the market around them.

—Matthew Watson

See also Bull Market; Irrational Exuberance
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BENCHMARKING

Benchmarking is a technique of governance designed
to improve the quality and efficiency of public ser-
vices. In essence, benchmarking involves comparing
specific aspects of treating a public problem with an
ideal form of public action (the benchmark), then act-
ing to make the two converge. By making compar-
isonsin this way, public administration is supposed to
improve through processes of learning and emulation.
Of course, public administrations have aways
learned in the sense that they have changed as a
reaction to evolving political, social, and economic
circumstances. Since the 1980s, however, the concept-
uaization and systematic application of benchmark-
ing has accelerated this process using ideas from the
management of private businesses. Subsequently, at
least three levels of usage of benchmarking can be
identified. First, this technique has been used to
encourage learning and emulation within organiza-
tions such as ministries and local authorities. Second,
benchmarking has been used to encourage competi-
tive learning between service providers, such as
schools in the United Kingdom. Third, benchmarking
concerns the transfer of policy instruments between
states. Benchmarks are used frequently, for example,
by international organizations such as the World Bank
when encouraging administrative reforms in African
countries. The European Union also uses benchmark-
ing to encourage a systematic form of policy transfer,
particularly by using benchmarking within what it
calls the " open method of co-ordination” in fields such
as socia policy, employment policy, and policing.
Two different methodological approaches to bench-
marking can be discerned. Thefirst involvesthe sharing
of standardized data on performance in specific issue
areas, for example, equal pay for women. Here, statis-
tics are used to encourage, or even politically embar-
rass, protagonists into striving to reach or surpass a
benchmark. A second method is more quditative,
involving either self-assessment (particularly through
responses to questionnaires) or organizationa analysis
carried out by independent researchers or consultants.
Although superficially benchmarks appear uncon-
troversial, they can create at least three types of

governance problems. First, setting a benchmark often
proves problematical. For example, one cannot simply
assume that policy instruments that appear to be simi-
lar across countries were actually designed to tackle the
same public problem. For instance, the multiple mean-
ings given to “community policing” in Europe makes it
difficult to establish benchmarks for “police on the
beat” ratios. Second, proponents of benchmarks need to
be aware that the contexts within which their compar-
isons are taking place evolve over time. Benchmarks
for employment rates in periods of economic boom
must be handled with care in times of recession.
Finally, benchmarks are tools for inciting political
change that need to be handled with care. “Naming and
shaming” with benchmarks may bring about change in
the short term but also institutionalized tension and
resistance in the longer term. Thus, as with so many
tools of contemporary public management, research on
governance concludes that benchmarks need to be used
in a manner that is imaginative and appropriate rather
than mechanical and impaosed from above.

—Andy Smith

See also Effectiveness; Performance M easurement;
Policy Transfer
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BORDER THEORY

Border theory is concerned with the functions and
characteristics of boundariesfor social systems. For the
modern political system, which is based on the princi-
ple of sovereign nation-states, geographic borders have
played a congtitutive role because they demarcated
the basic entities of the system. Recently, processes of
continental integration and globalization reveaded the
historical contingency of territorialy based systems
of governance and made the changing roles of state
borders an important topic of theoretical reflections.
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Borders, Boundaries, and Frontiers

In English, the terms border, boundary, and frontier
carry different connotations. Analytically, four dimen-
sions help us gain a more precise understanding of the
terms. In afirst dimension, we can distinguish between
perceptions of borders as zones and conceptions of
borders as lines. Whereas the former meaning high-
lights contact and overlap between entities the latter
points to separation and clear-cut division between
entities. In the second dimension, we can differentiate
between border conceptions that stress flexibility from
those that stress stability of boundaries. The former
conceive borders asregions of transition and usualy as
the part that is“in front” of therest. Thelatter conceive
borderlands as strongholds of tradition and as back-
ward areas. The third dimension is concerned with the
importance of borders for the contained entities.
Whereas some approaches put much emphasis on the
border as being the main determent of what is inside,
others put the inside first and see the border only as
one of several markers. An example for the former is
the notion frontier society, which meansthat the whole
society is strongly influenced by the situation at the
front. The fourth aspect differentiates symmetric
boundary conceptions that conceive both sides of
the border as principally equa from asymmetric con-
ceptions in which there is no basic recognition of the
“other” as asimilar kind. This perception shows up in
sharp ingroup versus outgroup distinctions (e.g., the
religious separation of believers and heathens).

Overdl, the meanings of zone, movement, central-
ity, and asymmetry are emphasized in the notion of
frontier. In contrast, the terms border and boundary are
closer to meanings of line, stability, marginality, and
symmetry. Whereas boundary has very broad applica-
tions, the term border (land) is more closely connected
to the territorial demarcation of political systems.

From Frontiers to Borders:
The Territorial Base of
the Modern Political Order

Historically, the transition toward Western modernity
was accompanied by atransformation from frontiersto

borders. Medieval Europe, with its complementary and
competing rules of feudalism, of the Christian church,
and of the Holy Roman Empire, was characterized by
a political order based on personal bonds and shared
authority. Landlords could be vassals of various supe-
rior rulers. Geographic boundaries of land did not rep-
resent a line that separated spheres of authority. This
changed dramatically in the modern political system.
Sovereignty, the monopolization and exclusiveness of
authority, and territoriality, the geographic congruence
of al rightsto rule, are the cornerstones of this system.
Thisled to formal and clear-cut borders but not neces-
sarily to stable borders because power in a system of
sovereign states depends more than before on the con-
trol over territory. The precursors of the modern state
system, Great Britain and France, could channel the
expansionist impulse of the new state system into
extensive colonialism. The latecomer nation-state
Germany found the world apportioned and its aggres-
sion against its European neighbors was partly based
on expansionist imperatives of geopolitical thinking.
After World War |1, the Berlin Wall symbolized a
world in which the dualism between East and West
was manifested, locally pacified, and for decades sta-
bilized by geographic lines of separation.

Blurring the Line: Perforation
and Decomposition of Borders

At the same time and almost the same place where
borders found its most drastic expressions as lines
of separation, there aso began a new process of
border deconstruction. In the late 1950s, a process
of pooling of sovereignty on a supranational level
began in Western Europe. In the 1990s, the European
Union (EU) implemented a far-reaching program to
reduce al barriers for the free movement of goods,
services, capital, and labor. In paralel, the European
Commission launched afinancial program for cooper-
ation in border regions. Triggered by the discourses
on regional competition in the larger market and facil-
itated by the financial incentives of this program, a
broad wave of cross-border cooperation swept over
Europe. Similar attempts for cross-border cooperation
were triggered by free trade agreements in North
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America. These processes of continental integration
and discourses on globalization lead to diagnoses of
and proposals for a borderless world. But the creation
of many new borders by the break up of the Union of
Soviet Socialist Republics into fifteen republics and
attempts to strengthen the external border of the EU
have made clear that there is no general process of
political borders withering away. Some parts of the
world are still in the stage of establishing nation-state
borders. And in the Western world, the current trans-
formations are better understood if we conceive them
as the decomposition of a single geographic border
into amultiplicity of functional boundaries. The mod-
ern nation-state bundles various functional systems
(e.g., economic, cultural, social systems) on the same
territory with congruent boundaries. Currently, these
functional systems are becoming unbundled. For
example, in Europe, the economic system is regulated
on a wider scale (the EU level), but the system of
social security is still regulated on the national level.
Furthermore, some countries integrate their monetary
systems, whereas another group of states cooperates
in security policy. These kinds of differentiated inte-
gration lead to a system of variable geometry with
different geographic scales and overlapping bound-
aries. In other parts of the world, decomposition of
borders means something different because border
areas are characterized by the copresence of contra-
dictory types of boundaries. Economically, they serve
as contact zones expl oiting opportunities for arbitrage
and synergy, while they are strengthened as lines of
defense and exclusion. This kind of functional differ-
entiation occurs especially at those borders that are
characterized by strong asymmetries between neigh-
boring societies (e.g., the United States and Mexico).

—Joachim K. Blatter

See also Sovereignty; Territoriality; Transnationalism
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Borttom-UpP APPROACH

The bottom-up approach takes the view that policy
and action cannot simply be separated; hence, policy
implementation is an essentially political process. It
is concerned with the dynamism that bureaucrats
and street-level service providers bring to the policy
process.

Bottom-up approaches to governance emerged
as an antidote to rationalist, prescriptive, top-down
models where policy is devised by elites and mechan-
ically implemented by passive bureaucrats and service
providers. Bottom-up approaches examine the active
impact of public servants on whether a policy is
successfully realized and demonstrate that policy
making does not stop once a policy is approved
because it is continually being remade as it is admin-
istered. Conflict and bargaining, previously seen as
dysfunctional, are embraced as inevitable features of
the implementation process. Challenging traditional
notions of a strict demarcation between politicians
and bureaucrats in decison making and execution,
implementation is thus understood as another form of
politics within the sphere of unelected power.

This approach can be understood as a backward
mapping of policy and problems from the end point of
implementation. With an emphasis on cooperation
rather than command, the actions of bureaucrats are
understood as choices between conflicting or interact-
ing demands. These actors are involved in amultiplic-
ity of reciprocal, interdependent relationships, which
they manage through resource sharing and dialogue
aimed at mutually beneficial goals. Street-level
bureaucrats, such as teachers and social workers,
who encounter the public in service delivery, have a
high level of discretion in how a policy is applied.
Implementation is directed by the interests of these
professionals, and may produce different outcomes to
those originally desired by policymakers.
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Successful implementation is judged in behavioral
or human terms, and the role of political science is
to focus on the nature of these interactions. One
approach is to produce game theory models of self-
interested people seeking to maximize their own
power or influence. Alternatively, policy and action
are dynamically linked and subject to interpretation,
adjustment, and even subversion, which begs an inter-
pretative approach to understanding how policies
are enacted. Different actors view implementation
from multiple standpoints, so interpretations of policy
language or responses to dilemmas posed by the
demands of competing programs introduce a decen-
tered approach to analysis.

Bottom-up theory is criticized for removing
traditional barriers between elected representatives and
public servants in policy formulation and enactment,
raising questions about democratic accountability and
legitimacy. What counts as successful implementation?
Is it legitimate for policy to be shaped by unelected
bureaucrats? Does accountability entail responsibility
to drive prescribed outcomes or trust to execute policy
using discretion? If there is no clear policy path, then
who is accountable? Can politicians shift responsibility
for policy failure to those involved in implementation?

More recently, bottom-up approaches have been used
in network analyses of actors and organizations focus-
ing on policy networks and communities, steering, and
network management, continuing the trend of decen-
tralizing hierarchical approaches to implementation.

—Claire Donovan
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BOUNDED RATIONALITY

A decisionmaker is said to exhibit bounded rationality
when he or she violates some commonly accepted
precept of rational behavior but nevertheless actsin a
manner consistent with the pursuit of an appropriate
set of goals or objectives. Thisdefinition is, of course,
not entirely satisfactory, in that it specifies neither the
precept being violated nor conditions under which a
set of goals may be considered appropriate. But the
concept of bounded rationality has always been some-
what ill defined in just these respects.

Some examples may help clarify these ideas. When
the precept being violated isto “buy footwear that fits
one's feet” (an admonition that will no doubt find
wide acceptance), the consumer’s action might be to
purchase a pair of shoes that is instead one-half size
too large. This behavior would be considered bound-
edly rational if the shoes being purchased were
needed for a wedding this afternoon, and if a per-
fectly-fitting pair could be obtained for certain only
by visiting each of ten geographically dispersed shoe
shops. In this instance, thinking of the decisionmaker
simply as an optimizer of comfort would lead to puz-
Zlement at his or her selection, but the purchase of
poorly fitting shoes |ooks reasonabl e enough when the
consumer’s limited knowledge of the retail environ-
ment is considered.

Alternatively, when the precept being violated isto
“draw electoral boundaries in such away as to equal-
ize the populations within the voting districts created,”
the planner’s action might be to try to ensure merely
that no two populations differ by more than one
percent. This behavior would be considered bound-
edly rational if the costs of computing an acceptable
boundary configuration were to increase with the level
of accuracy required because it would then be appro-
priate to tolerate small inequalities in district popula-
tions to save significant computational costs.

In each of the two previous examples, an action that
is undoubtedly suboptimal in a certain narrowly
defined choice problem (among pairs of shoes or elec-
toral partitions) can be “rationalized” by considering



Bounded Rationality 51

the totality of the decision-making environment. In the
first case, purchasing a pair of shoes that is one-half
Size too large does not appear inappropriate given the
consumer’s time constraint and his or her ignorance of
exactly where a better-fitting pair can be found.
Similarly, creating voting districts with populations
that are approximately but not exactly equal seems
sensible given that improving the partitioning could be
computationally expensive. This general phenome-
non—that boundedly rational behavior can be made to
look fully rational by broadening the scope of the
choice problem to which it is seen as a response—has
led some commentators to suggest that models of opti-
mal decision making are adequate for social scientific
purposes as long as the environment in which an agent
chooses is always described “comprehensively.” But
even if thisistrue in principle (which is by no means
obvious), for the claim to have any practical signifi-
cance, we must be willing both to declare a particular
description of the agent’s environment to be compre-
hensive and to commit to a new, more genera ratio-
nality precept such as, in the electoral partition
example, to “minimize one thousand times the maxi-
mum absolute difference between district populations
in percentage terms minus the cost of computation in
dollars” If the planner fails to consistently obey any
rule of thissort, or if repeated broadenings of scope are
needed to preserve the appearance of optimal decision
making, a good case can be made for restricting atten-
tion to the simple problem of creating voting districts
(without reference to computational costs) and for
imagining the planner to be boundedly rational.
Herbert A. Simon, an influential proponent of the
concept of bounded rationality, used the terms “sub-
stantive” and “procedural” to distinguish between the
notions of rational behavior commonly adopted in,
respectively, economics and psychology. According
to this usage, an agent is substantively rational if he
or she has a clear criterion for success and is never
satisfied with anything less than the best achievable
outcome with respect to this criterion. For an agent
to be procedurally rational, on the other hand, it is
necessary only that his or her decisions result from an
appropriate process of deliberation, the duration and

intensity of which are free to vary according to the
perceived importance of the choice problem that pre-
sents itself. The concepts of “procedural” and
“bounded” rationality are thus roughly the same, and
both are closely related to the idea of “satisficing,”
also promoted by Simon.

Of the numerous attempts to introduce boundedly
rationa decision making into the social sciences, most
fall into one of two categories. Thefirst of these encom-
passes the work of economic theorists and others who
begin with models of optimal behavior and proceed by
imposing new kinds of constraints on the decision-
maker. For example, boundedly rational agents have
been developed who do not always remember the pagt,
nor adequately consider the future, nor understand the
logical consequences of factsthat they know. Other the-
ories of this sort add costs of computation to otherwise
standard models, and still others alow the decision-
maker's cognitive capabilities to depend on the com-
plexity of the choice problem at hand.

The second category of contributions to the
literature on bounded rationality contains work that
dispenses with optimal decision making entirely and
seeks to construct new models on aternative princi-
ples. Writers in this vein speak the languages of neu-
roscience and evolutionary psychology; stress the
impact on human behavior of emotions, heuristics,
and norms; and maintain an especially close dialogue
with experimentalists.

—Christopher J. Tyson

See also Decision Making; Groupthink; Optimal Decision
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BrRerTON WOODS

The Bretton Woods Agreement of July 1944 |aid the
foundations for the system of international economic
management after World War 11. The core of this new
regime was based on a series of fixed exchange rates
tied to the U.S. dollar and supported by a set of insti-
tutions and rules for maintaining financial order.
These arrangements helped provide renewed stability
and economic growth during the postwar period. The
system collapsed during the early 1970s as a result of
internal tensions and mounting difficulties within the
global economy.

Managing the Postwar
Global Economy

The Bretton Woods Agreement was designed to rein-
vigorate the global capitalist economy by establishing
international financial stability, and by avoiding any
return to the economic chaos and depression of the
interwar period. The debate surrounding the nature of
postwar economic management centered around the
conflicting aims of Britain and the United States.
Representing the British view, the economist John
Maynard Keynes argued that the main aim of the post-
war system should be to promote economic growth.
International imbalances would be resolved with an
adjustment by both surplus and deficit nations, and an
international central bank would be established to pro-
vide global liquidity to help finance this process. The
arrangements that were subsequently adopted, how-
ever, reflected the postwar dominance of the United
States and were based on plans devised by Harry
Dexter White, the chief international economist at the
U.S. Treasury. These prioritized the avoidance of infla-
tion and the maintenance of price stability and argued
that the burden of adjustment for rectifying economic
imbalances should fall solely on deficit nations.

The central feature of the postwar arrangements
established in the Bretton Woods Agreement was
an international system of fixed exchange rates.
Participating nations agreed to ensure the free con-
vertibility of their currencies and to maintain their
value within one percent on either side of a centrally

defined ratio to the price of gold. Because four-fifths
of the world’s gold was now held in the United States,
and because the price of gold was denominated in
U.S. dallars, this effectively established a series of
bilateral parities between participating currencies and
the dollar. The stability of the system itself was under-
pinned by a credible commitment by the American
government to allow the convertibility of the dollar
into gold at $35 per ounce.

The Bretton Woods Agreement al so established two
new institutions. Thefirst of these was the International
Monetary Fund (IMF). This was designed to ensure
orderly currency arrangements and cooperation between
participating states. Countries wanting to adjust their
exchange rate with the dollar could do so only with the
permission of the IMF, and only in exceptional circum-
stances, defined loosely as conditions of fundamental
disequilibrium. Thisaimed to ensure that countries pur-
suing unsound and inflationary economic policies
could not simply devalue their way out of trouble. The
IMF aso provided liquidity to participating statesin the
form of loans, backed by surveillance measures, to help
finance any temporary balance of payments difficulties.
Accompanying the IMF was the creation of the
International Bank for Reconstruction and Develop-
ment. Better known as the World Bank, this was set up
to promote international trade and to help finance the
postwar reconstruction of Western Europe.

Bretton Woods in Practice

The Bretton Woods system proved to be remarkably
successful. By the early 1950s, most of the world’s
major capitalist states had established currency con-
vertibility with the dollar. Despite an initial shortage
of dollars, the series of rules, procedures, and insti-
tutions enshrined in the Bretton Woods Agreement
helped impart an impressive degree of stability to the
postwar global economy. This was also accompanied
by an increased liberalization of international trade
and helped facilitate the greatest boom ever seen in
the history of global capitalism.

Starting in the late 1950s, however, internal ten-
sions began to undermine the operation of the system.
The key to this was the asymmetrical nature of its
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adjustment process. The high willingness of partici-
pating nations to hold U.S. dollars given the interna-
tional dominance of the U.S. economy and the
credibility of the American commitment to exchange
dollars for gold, enabled the United States to run a
persistent deficit in its balance of payments without
producing a corresponding fall in the value of its
currency. By the latter half of the 1960s, with the vol-
ume of dollars circulating outside the United States far
in excess of its available gold reserves, the U.S. deficit
was starting to put the international monetary system
under increasing strain. At the same time, the postwar
boom began to subside and national economic con-
ditions began to diverge, putting the various exchange
rates within the system under increasing strain. By
the end of the 1960s, international confidence in the
dollar was in decline, financial speculation was start-
ing to rise, and the U.S. government was forced
to introduce a series of measures designed to restrict
capital outflows.

During the early 1970s, the strains on the Bretton
Woods system became increasingly intense, and in
1973, the convertibility of the dollar was finally aban-
doned. Since then, the international monetary system
has operated on an eclectic basis. Presently, about a
quarter of countries (primarily developing or transi-
tional economies) operate a floating exchange rate
regime, more than a third are committed to the use of
a fixed regime, and more than a third use a combina-
tion of the two by seeking to manage any movements
in their exchange rate. The IMF and the World Bank
continue to play an important role in the management
of the world economy.

—Seven Kettell
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BROKERAGE

Brokerage is a process in which individuals (brokers)
act asintermediaries between individuals or groupswho
do not have direct access to each other. The broker pro-
vides alink between these segmented or isolated groups
or individuals, so that access to goods, services, or
information is enabled. Brokers possess specialist
knowledge or resources that enable them to act more
effectively than individuals or groups could themselves.
In some cases, brokers may have specialist knowledge
that gives them access to resources or services that
clients would not otherwise be able to access; in other
cases, brokers may simply be trusted by different parties
who do not trust each other or be able to operate across
multiple cultural systems. A crucia element of broker-
age is the broker's monopoly of exchanges between
separate domains, Brokers facilitate exchanges, but
their central position also confers power because they
control information flows and communication between
isolated groups or individuals.

Brokerage studies have developed out of vari-
ous strands of research. One was the social network
studies in social anthropology, sociology, and socia
psychology that focused on individual or ego-centered
social networks and the ability conferred by a per-
son’s central position in a community or organiza-
tional network to control flows of information and
communication between isolated groups or individu-
als. Another strand examined brokerage and social
inequality, especially in developing societies. In these
societies, brokerage linked citizens and €lites via
informal, voluntary, and asymmetrical relationships,
and was part of a broader system of political clien-
telism. These exchanges fulfilled crucial economic
functions, but were overlaid with imputed moral
qualities such as friendship or kinship, which dis-
guised the inequality that created the need for such
exchanges. The distinction between broker and
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patron is an analytic one; both have a monopoly
over resources that clients need, but patrons directly
control the resource whereas brokers provide the
resources that are under someone else's control. Finaly,
studies of ethnicity highlighted brokerage links
between ethnic groups. These studies of brokerage
have been further elaborated by the work on
social capital that focuses on the role of bridging
capital in maintaining social consensus in culturally
diverse societies. Brokerage has also been significant
in electoral systems (especially urban political
machines), as political brokers trade their control
over alocations of public goods for clients' political
and electoral support, and brokers may derive private
advantage from their access to public resources.

In contemporary societies, brokers provide infor-
mal linkages within policymaking communities and
link policy communities with external groups such as
community groups and special-interest groups.
Brokers act as proxies for groups whose interests or
values they are familiar with, and the process makes
it easier to get the support of outside groups. It is
sometimes argued that diverse values and beliefs are
inevitable in societies with distinctive ethnic, policy,
or practice groups. In this context, brokers act as
cultura tranglators and so reduce misunderstandings.
Brokerage, as bridging capital, encourages cohesion
and stability and maintains a broad social consensus
in segmented societies. However, insofar as such seg-
mentation implies inequality or power differentials,
brokerage can also obscure such differentials.

— ee Komito

See also Clientelism; Social Capital; Social Network Theory
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BUDGETARY AUTONOMY

Budgetary autonomy refersto the relationship between
the finances of different public entities. Most com-
monly, the budget refersto the central government as a
consolidated institution in which the executive, legisla-
tive, and judicial branches follow accepted procedures
to manage income and outflows for a given time
period. For a variety of reasons, government entities
may be granted a degree of independence in the man-
agement of their finances. This means that the same
processes do not govern their revenues and outlays as
the general government budget. Government entities
are allowed to make their own decisions about how to
raise financing, such as through taxes or loans, and to
make decisions about the way in which they would like
to allocate their expenditures, such as spending on
personnel, investment, or maintenance.

There are different degrees of autonomy that are
important to consider. In some cases, entities with
budgetary autonomy are entirely outside the purview
of the rest of government, and other branches of
government have no formal authority to examine,
approve, or evaluate their finances. In other cases, a
periodic report must be submitted, usually to the
legislature, which can decide if the finances of the
autonomous agency should be approved or sent along
to the judiciary for further examination.

Some of the reasons for budgetary autonomy can
be traced to the ideas of public choice anayses of
politics. According to public choice perspectives,
government agents act as individuals responding to
incentives, much as actors within a market. Budgetary
autonomy provides a different set of incentives than
traditional budget processes do and, in this way,
opens the possibility of a new set of principal-agent
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relationships. This can break with prior practice and
introduce a new organizational culture and policy
outcome. In particular, those who are skeptical of
the political and partisan influence of legidatures
frequently advocate budgetary autonomy to protect
executive agencies from political considerations.

The drawbacks of such arrangements are predictable.
Autonomous entities are not necessarily less prone to
capture by powerful interests, distortion for political
gain, and maladies such as bureaucratic rigidity. Indeed,
some argue that entities with budgetary autonomy are
more prone to these problems because they are outside
normal legidative-executive relations and not subject
to the same degree of oversight and contral.

Examples of budgetary autonomy tend to include
things such as state enterprises, pension funds, social
programs, tax administrations, and local governments.
Each of these entities could potentially manage its
own inflows and outflows, and each could be taken
off-budget, in the traditional sense. In a number of
highly indebted poor countries, debt relief has freed
resources that are then tied to social investment funds.
These funds frequently operate off-budget, with a
significant degree of autonomy, in the management of
the allocation of these monies. Results vary.

—Aaron Schneider
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BuLL MARKET

A bull market is a market characterized by rising
prices for securities, usually stocks, within a context
in which market participants are optimistic that the
trend increase in the value of the market index will
continue for sometimeto come. It istherefore the exact
opposite of a bear market, not only in the direction of
price changes, but also in the psychology of investors.

A bull market is as much a state of mind exhibited by
participantsin the market asit isan indication of under-
lying economic conditions. The essential feature of a
bull market is that investors make decisions based not
on the value of the assetsthey are buying but, rather, on
the general feel-good factor being displayed within the
market. A bull market arises when investors develop a
sense that the risk-return structure of the market has
shifted in favor of higher rates of return. Such tempo-
rary losses of risk aversion can lead to self-fulfilling
dynamics. The assumption that investors exist within a
bull market |eads to expectations that investments will
prove profitable, such expectations lead investors to
trade assets at increasingly inflated prices, the evidence
of which deepens the assumption that bull market con-
ditions are in operation.

Aswith bear markets, bull markets pose difficulties
for public policymakers. Such problems have become
particularly acute in recent years, as the socia basis of
stock market trading has changed throughout the
advanced industrialized world. An ever-greater num-
ber of people have become increasingly exposed to the
dominant pattern of stock market trading. For some,
such exposure has been consciously accepted through
attempts to diversify savings away from simple
interest-bearing bank accounts. For others, increased
exposure has been less conscious, being an unintended
consequence of having a mortgage and a private pen-
sion plan. During a bull market, the upward momen-
tum in prices gives the ostensible impression that
investors have become relatively immune from taking
losses. This encourages more people to invest more of
their savings on the stock market; the period preceding
the end of the bull run in 2000 coincided with the
largest ever increase in household debt in the countries
with the most liquid stock markets. Much of the bull
run itself, particularly in the United States, was trig-
gered by margin debt—that is, borrowing against other
assets, often homes, to buy stocks. The concern for
policymakers is that households may over-invest in a
bull market, such that once confidence in the market
ebbs and prices begin to fal, they are left with uncov-
erable levels of debt. Policymakers have few possible
responses to prevent this happening. Bull markets have
proved relatively immune to interest rate increases
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designed to deter further money from being invested
in the market. This leaves policymakers with only the
option of urging caution, warning households of the
risks they face if they over-invest in a bull market that
comes to an abrupt end.

—Matthew Watson
See also Bear Market; Irrational Exuberance
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BUREAUCRACY

The term bureaucracy is one of those political con-
cepts that have become part of our daily speech.
Bureaucracy carries strong emotive overtones and
elusive connotations that in everyday parlance evoke
negative images of red tape, costly administrative
inefficiencies, cumbersome procedures, and unre-
sponsive public officials who are aoblivious and unre-
sponsive to the needs and wants of citizens. The very
passions that the term raises in us, however, obscure
a more specific and meaningful understanding of the
sense in which it has been or should be used. Turning
to the social sciences in hope for terminological
clarification can produce further frustration and
bewilderment because over time and across disciplines
a great many authors have added to the wide array
of—sometimes incompatible—concepts of bureau-
cracy. Although in some writings bureaucracy is
used interchangeably with “public sector” or “public
administration,” in other contexts the term denotes a
method of social coordination (as opposed to markets
or networks). Still other authors see it as a specific
mode of conduct based on the application of general
rules to particular cases. Also, bureaucracy can
refer to a social group—those who work in an office,
be it a private or public one. More commonly, how-
ever, this usage is reserved for public employees, and
especially for senior civil servants. In many respects,
the concept of bureaucracy is irrevocably linked to

the exercise of political power and authority. The
semantic roots of the term can be traced back to the
word bureau—signifying a place where officials
work—and the Greek word for rule. In eighteenth-
century France, the economist Vincent de Gournay
(1712-1759) popularized the usage of the term as a
conceptual addition to the classical Greek typology of
systems of government. Seen from this angle, bureau-
cracy is asystem of rule in which officials dominate.

Without a doubt, the single most influential contri-
bution to the debate on bureaucracy was made by the
German socia scientist Max Weber (1864—1920). He
isgenerally acknowledged to have devel oped the most
comprehensive classic formulation of the characteris-
tics of bureaucracy. What follows is an attempt to put
his elaborate conception of bureaucracy in its political
and historical context and to explore the relevance
of the Weberian bureaucratic state for contemporary
public management.

Systems of Rule, Authority,
and Bureaucracy

In his wide-ranging comparative and historical
approach, Weber does not confine himself to the more
narrowly defined field of organizational analysis but
encompasses a wide spectrum of political, economic,
and socia thought. Although his translated work was
largely perceived as part of the management science
and organizational sociology literature, his overarch-
ing theme was no less ambitious than the evolution
of civilization from the primitive and mystical to
the rational and complex. Within this framework, his
primary concern was with the exercise of domina-
tion based on political authority. Obedience in those
systems of rule depends on the perception of legiti-
macy. As the evolution of human society progresses—
driven by the process of rationalization, for Weber the
most important of all social processes—the sources
of legitimacy aso tend to change in their relative
importance. Weber distinguishes between three basic
concepts of authority that explain why individuals
throughout history have obeyed their rulers.

The established belief in the sanctity of tradition
formsthe basis of traditional authority. Respect for the
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customary way of doing things legitimizes the
personal authority of theruler. Tribal or clan loyalties,
but also absolute monarchs, can serve as examples
to illustrate this system of rule. Under charismatic
authority, characteristically a rather loose and
unstable form, a ruler acquires his or her legitimacy
through exceptional personal qualities. Accordingly, it
is a form of rule over people to which they submit
because of their belief in the almost magical powers or
heroism of the leader. Military leaders, founders of
religious movements, or popular party leaders can fall
under this rubric. Their powers, however, can quickly
fade away as the “routinization of charisma’ setsin.
In stark contrast to the aforementioned types of
authority, in systems of rational-legal rule, legitimacy
is based on a belief in reason. Here, the rights and
obligations of both rulers and ruled are specified pri-
marily through legal provisions. It flows from this that
submission to authority constitutes deference to an
impersonal order, rather than to an individual.

His historical analysis leads Weber to identify a
general developmental trend toward rationalization.
To the extent that the rational-legal type of authority
has become the foundation of modern political sys-
tems, bureaucracy—as the archetypical manifestation
of rational-legal rule in ingtitutional form—claims a
central role in steering and controlling modern soci-
eties. A bureaucratic system of rule is not to be con-
fused with a system of government in which civil
servants dominate; rather, a bureaucratic system is one
in which government is carried out by means of a
bureaucratic administrative staff.

Weber's Ideal-Typical
Concept of Bureaucracy

A crucial aspect of Weber's methodology is his
use of the ideal type construct. Thisis one of Weber's
most celebrated concepts, but it can also be a source
of confusion and misunderstanding. For the sake of
conceptua clarity, an ideal-type is meant to capture
the essence of asocial phenomenon. In doing so, ideal -
typical descriptions exaggerate and accentuate certain
elements of redlity. By definition, they are mental or
conceptual constructs that exist in their purest formin

ideas only. Consequently, ideal-types are not to be
confused with an “average type’ conveying the com-
mon characteristics of a phenomenon. An ideal-type
does not represent a normatively desirable state.
Rather, the ideal type was intended as an analytical
tool to help the researcher navigate in the vast sea of
empirical facts by means of sharp distinction. For the
purpose of comparative studies, for example, the ideal-
type can be used as a yardstick against which we can
measure actual empirical casesto see how they deviate
from the ideal-type. Bureaucratic rule is an ideal-
typica form of rule that can be applied to nonstate
as well as state organizations, although here it will be
discussed in the context of the state.

As laid out previoudy, the concept of bureaucracy
is intimately linked to the related notion of legal
authority. In a system of legal authority, legitimacy is
based on the rule of law understood as abstract rules
that are applied to particular cases. It is an impersona
order in which the legal code can claim obedience
from members of the organization. The defining fea
tures of a bureaucratic staff fall into different cate-
gories. The first group of characteristic traits deals
with the structural layout of the administration. A rig-
orous horizontal and vertical division of labor charac-
terizes the organizational setting. Most importantly, a
bureaucracy is organized as a hierarchy and the rights
of control and complaint are clearly specified. Officia
tasks are organized on a permanent, regulated basis
with offices being functionally divided into distinct
spheres. Any administrative action that is taken is
based on written documents that are supposed to be
archived. A second group defines the terms of employ-
ment of the bureaucrat. Officials are personally free
and owe their obedience only to the impersonal duties
of their offices. They are appointed (not elected) and
employed on the basis of alegal contract and devote
their full activity to their work. Bureaucrats are
selected on the grounds of their professional qualifica-
tions or technical training and join a career structure
with a chance of advancement based either on senior-
ity or merit. The resources of the bureaucratic organi-
zation are strictly separated from those of the office
holders, so the official cannot appropriate the post
or the resources that go with it. Rather, he or she is
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paid with a fixed sadary (with pension rights) that
corresponds with his or her position in the hierarchy.
In addition to the listed defining features, Weber's
writings also point to some specific behaviora traits
of bureaucratic officials. The administrator must ulti-
mately be compliant and work in a spirit without anger
or passion. Weber even adds one notch: Bureaucracy
means to administer rules without regard for persons.
The bureaucratic sense of duty is a cornerstone of offi-
cials work ethic and adds to the social self-esteem of
officials as a socia group.

In Weber's picture, bureaucracies are frequently
portrayed as efficient machines. This superior technical
rationality makes bureaucratic organizations indispens-
able for modern mass administration, so he claims.

Bureaucracy: Vice or Virtue?

Weber theorized that bureaucracy as the purest form
of rational-legal rule is bound to increase in impor-
tance. The attributes highlighted in his ideal-typical
conception promote precision, continuity, calculabil-
ity, and discipline, thus laying the foundation for
his claim to bureaucracy’s technical superiority as a
tool to exercise political authority. Bureaucracy also
resonates well with modern capitalism because it
relies on dependable and predictable administrative
decision making. Clearly defined lines of command
and control alow, in principle, for rapid action and
help pinpoint responsibility for those actions. In
contrast to administration under charismatic or tradi-
tional authority, defined spheres of competence pro-
tect against arbitrary exercises of power or personal
favoritism, and a system of formal rules ensures equal
treatment and due process. The democratizing effect
on society in historical perspective should also not
be underestimated: Bureaucracy sweeps away aristo-
cratic privileges and places administration in the
hands of full-time professionals regardiess of their
economic or social position. Finaly, the growth of
bureaucracy can be attributed to its sheer organiza-
tional capacity to cope with the extension of adminis-
trative tasks: Work is divided and trusted with expertly
trained, functiona specialists to achieve the goals
of society.

Not surprisingly for a highly contested concept
such as bureaucracy, Weber's seminal statement on
the subject has also attracted a fair amount of critical
fire. Hisideal-typical conception was mistakenly inter-
preted as suggesting that bureaucracy, as a system
based on formal rules and the other characteristics he
discusses, resulted in greater efficiency in the perfor-
mance of any organizationa task. The mainstream of
the organizational sociological criticism in the 1950s
and 1960s disputed this alleged linkage between the
atributes of Weber's ideal-type and organizational effi-
ciency. Actually, most studies succeeded in demonstrat-
ing that the empirical link between efficiency and this
conception of bureaucracy was rather tenuous. More
significantly, the critique has drawn our attention to
the potentially self-defeating consequences of bureau-
cracy’s defining features. The speciaization of labor
can lead to fragmented organizations with sub-units
setting up goals of their own and fighting each other’'s
turf, whereas the unified control and disciplinary sys-
tems aso tend to stifle persona initiative and critical
thinking. The emphasis on continuity and stability may
breed organizational inertia and immobility just as
the graded career structure may encourage an exces-
sively disciplined and prudent behavior. Still other crit-
ics point to the inherent tensions between professional
expertise and bureaucratic authority based on hierarchi-
cal position. The flipside of the norms of impersonality
is that bureaucracies can become “dehumanized,” as
Weber himself noted. Administration “without regard
for people” can cause conflict with individua citizens
and is likely to alienate members of the organization.
This is particularly true in monolithic, large-scale
bureaucracies. Closest to the heart of rational-legal rule
isthe critique that abstract rules and formal procedures
may well become ends in themselves (goal displace-
ment) rather than being means to ends.

Bureaucracy and
Modern Public Management

If compared with the prescriptive as well as de-
scriptive models of public-sector reform currently
advocated by scholarly writers and management con-
sultants, the Weberian concept of bureaucracy appears
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to be obsolete and oddly out of place. Actualy,
the characteristic traits of the Weberian state epito-
mize the essence of the old public management.
Consequently, bureaucracy is often presented as a
relic from an almost-forgotten erawhen hierarchy was
still an accepted principle of organizationa as well
as political order, technologica and socia change
came about relatively slowly, public organizations
were trusted with arather limited set of functions, and
the days of industrialization and urbanization were
still young. When societies grow more complex and
are changing at a faster pace, so the argument contin-
ues, public organizations have to cope with increas-
ingly unstable environments. Public authorities
have to cooperate with the growing universe of com-
mercia service providers and nonprofit organizations
(not to mention other public agencies and “hybrid”
cases growing out of public-private partnerships), and
the portfolio of their tasks has also grown immensely
to include welfare services, economic concerns,
and planning functions in addition to the traditional
defense and law and order. The emergence of the
information society as well as the growing signifi-
cance of the knowledge-based economy aso calls
for thoroughly redefined means of societal and poli-
tical steering. By the same token, the prevailing
patterns of political and work-related attitudes seem
to be less and less conducive to most of the distinct
features of bureaucratic organizations.

Although this view can easily be supported by
empirical findings, we need to take a more multifac-
eted approach to adequately capture the relevance of
the concept of bureaucracy for the contemporary pub-
lic management discourse. Given the far-reaching
administrative reform measures along the lines of the
new public management—initially designed almost
as an antidote to the pathologies of the Weberian
approach to managing the public sector—it does not
come as a surprise to see many characteristics of
modern administrative systems moving away from the
bureaucratic ideal-type. And yet, bureaucracy is not
going to wither away—not because of the inertia of
bureaucratic institutions and the highly developed
survival ingtinct of those officials who populate them,
but because it is worth it. Even though hierarchical

conflict resolution and rule-bound decision making
have often been augmented if not replaced by lateral
negotiations and bargaining processes, we should
not forget that most of those conflicts can only be
resolved when they are being negotiated in the
“shadow of hierarchy.” Whether bureaucratic traits are
seen as an asset or aliability is primarily aquestion of
matching organizational forms and functions. The
machinelike efficiency of bureaucratic organizations
can dtill be brought to use in private- and public-
sector administrations that process masses of routine
cases, and most of us value rule-bound behavior and
impartiality in the legal and law enforcement systems.
The significance of bureaucratic organizational set-
tings and methods is more than a function of policy
sectors and administrative tasks; it also depends on the
type of politico-administrative regimes. This linkage
was (and dtill is) often neglected when international
advisers and consultants rushed to transitional states
in Central and Eastern Europe, Latin America, or
developing nations in Africa or Asiato assist in pub-
lic-sector modernization projects with prepared
new public management blueprints for administrative
reform. Rather than getting rid of bureaucratic
rigidities and fostering market-style forms of service
delivery, the most pressing need in those countries
was to establish basic bureaucratic institutions: clear
lines of poalitical accountability, a professional merit-
based career civil service, and a body of abstract rules
to guide administrative behavior. This experience
reminds us of the Weber’s foremost intention when
he developed his ideal-typical concept of bureau-
cracy: to analyze systems of political authority and
rule in comparative and historical perspective. As we
continue to grapple with the evolution of our contem-
porary systems of government (not limited to short-
term changes in public management doctrines), the
Weberian concept of bureaucracy will remain with us.

—FEckhard Schroeter

See also Bureau Shaping; Contracting Out; Government;
Government Department; Hierarchy; Iron Law of
Oligarchy; Logic of Appropriateness; Natural Resource
Management; New Public Management; Politics-
Administration Dichotomy; Public Administration
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BUREAUCRATIC
PoLitics APPROACH

The bureaucratic politics approach to understanding
policy making argues that policy outcomes result from a
game of bargaining among asmall, highly placed group
of governmental actors. These actors come to the game
with varying preferences, abilities, and postions of
power. Participants choose strategies and policy goals
based on different ideas of what outcomes will best
serve their organizational and persona interests.
Bargaining then proceeds through a pluralist process of
give-and-take that reflects the prevailing rules of the
game as well as power relations among the participants.
Because this process is neither dominated by one indi-
vidual nor likely to privilege expert or rational decisions,
it may result in suboptimal outcomes that fail to fulfill
the objectives of any of the individual participants.
Most discussions of bureaucratic politics begin with
Graham T. Allison's 1969 article in The American
Political Science Review, “Conceptuad Models and
the Cuban Missile Crisis” athough this work built
on earlier writings by Charles Lindblom, Richard
Neustadt, Samuel Huntington, and others. Allison
provides an anaysis of the Cuban missile crisis that
contrasts bureaucratic politics bargaining with two
other models of policy making. The first of these
assumes that policy decisions are made by a unitary,
rational decisonmaker, represented by “the state’
in many formulations. Thus, bureaucratic palitics is
often offered as a counterpoint to realist or rationalist

conceptions of policy decision making. The second
dternative approach describes policies as guided by,
even resulting from, previousy established bureau-
cratic procedures, which leaves little room for auton-
omous action by high-level decisonmakers. Compared
with these and other aternative conceptions of policy
making, the bureaucratic politics model represents a
significant and distinctive strain of organization- and
state-level theory in internationa relations, organiza
tion theory, public policy, and American palitics.
Perhaps the most abiding concept from the bureau-
cratic politics model, and the shorthand many have
used to defineit, isthat actors will pursue policies that
benefit the organizations they represent rather than
national or collective interests. This idea, that “where
you stand depends on where you sit,” is often called
Miles Law after the Truman-era bureaucrat who
coined the phrase. A central and intuitively powerful
clam of bureaucratic politics explanations, this
premise has been criticized for its narrow view of
preference formation. For example, critics note that it
fails to explain the role of many important actors in
the origina bureaucratic politics case study of the
Cuban missile crisis. Yet even the early bureaucratic
politics theorists, including Allison, were explicit in
acknowledging that other factors, such as personality,
interpersona relations, and access to information,
also play important roles in the bureaucratic politics
process. For these theorists, three key questions guide
one’'s understanding of the policy-making game:
(1) Who are the actors?; (2) What factors influence
each actor’s position?; and (3) How do actors' posi-
tions come together to generate governmental policies?
Each of these queries masks anumber of additional
guestions and hypotheses about the bureaucratic poli-
tics process. Whether actors are elected or appointed;
high-, mid-, or low-level; and new to their stations or
old hands can all affect their interests and bargaining
positions. For example, actors who serve as part of a
temporary political administration, such as political
appointees of the U.S. president, might be likely to
pursue shorter-term interests than would career civil
servants with long-standing organizationa affilia
tions. Many aspects of the policy environment also
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influence the bureaucratic politics dynamic. | ssues that
are highly salient and visible to key constituencies, for
instance, may cause politically ambitious actors to
alter their bargaining positions. The venue in which
bargaining takes place—cabinet room, boardroom,
public news media, and so forth—may also privilege
some actors and some interests over others.

Important implications can be drawn from this
model. A main goal of Allison’s initial analysis was to
show that the assumption, common among practitioners
of foreign policy, that governments act as rationa,
unitary actors is fundamentally flawed. To understand
the actions of a state—indeed, of any large, complex
organization—one must understand the rules governing
its decision-making processes and the motivations of
actors participating therein. The result of such aprocess
may well indicate acompromise point without any clear
internal strategic logic and may even reflect the unin-
tended consequence of a dynamic tug-of-war among
actors. Thus, it may be very difficult to interpret the
intentionsthat underlie the seemingly strategic behavior
of complex organizations, making interactions with
these bodies less predictable and, in some spheres, such
as international conflict, consequently more dangerous.

Though the bureaucratic politics model has been
used to describe decision making in many different
contexts, it is most commonly applied to national
policy making in the United States, and particularly
to U.S. foreign policy. This focus has meant that the
theory remains underdeveloped in many policy areas,
and thetraditional, pluralistic view of bureaucratic pol-
itics has been challenged by critics who claim alterna-
tive paths to policy making. Some critics argue that in
the American context the model underestimates the
power of the president, who dominates policy through
the selection and control of appointed officials. Others
critique the model becauseit placestoo little emphasis
on the power of lower-level administrators and struc-
tures to influence policy through the control of infor-
mation and implementation. Because the bureaucratic
politics approach has most often been applied to
studies of crisis decision making, critics have aso
asserted that its value for explaining ordinary policy
making, particularly over time, is limited. Finaly,

some have expressed normative worries about the
implications of the bureaucratic politics model for
government accountability: If government decisions
cannot betraced to individual policymakers but, rather,
result from an opagque process of give-and-take among
both elected and unelected | eaders, assigning responsi-
bility and therefore accountability for these activities
becomes far more difficult.

—Brent Durbin

See also Bureaucracy; Decision Making; Incrementalism;
Ombudsman; Policy Development; Rationality
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BUREAU SHAPING

Bureau shaping involves molding a bureaucracy in a
manner that maximizes the utility of a rational self-
interested official.

Economic theories, in particular public choice
theory, assumed an increasingly significant role in
political science during the latter part of the twentieth
century. Prominent within this was the analysis
of bureaucracy. New-Right thinking advocated free
market mechanisms in many areas of previously
state-provided goods. New-Right thinkers argued
that bureaucracy was wasteful and inefficient. Their



62 Bureau Shaping

arguments were often premised on the neoclassical
economic assumption of individuals as instrumentally
rational utility maximizers. One of the primary claims
was that bureaucrats were budget maximizers. That
is, they were assumed to maximize the budgets of
their departments so that they could achieve higher
status and salaries. This highly influential work,
and Anthony Downs's more pluralist account of the
workings of bureaucracy in 1967, became the basis
of the critique of public choice from which Patrick
Dunleavy’s bureau-shaping model was developed
in 1985, which, he argued, provided explanation of
changes in the British civil service in the 1980s.
Dunleavy argued that bureaucrats were more con-
cerned with enhancing the status and quality of their
work; in addition, senior bureaucrats sought to play
a policy advisory role. Utility maximization could
therefore be achieved by maximizing core budgets,
rather than the overall budgets suggested in earlier
models. Dunleavy believed maximizing overall budgets
for instrumentally rational bureaucrats would be a
risky strategy, which would produce low payoffs. There-
fore, top bureaucrats would be better served shaping
departments into small agencies, removed from direct
line management. They would consequently be less
likely to be affected by spending reductions in their
specific policy aress.

In the bureau-shaping model, Dunleavy differenti-
ates between type of budget and type of agency. The
former highlights a core budget, consisting of running
costs; a bureau budget, which includes the core budget
and payments made to private sector, for example,
for contracts; a program budget, which includes the
bureau budget and monies passed to other public-
sector bureaucracies (and that can only be included if
the bureau retains some control over the spending of
this money); a super-program budget, comprising the
agency’s program budget and spending by other
bureaucracies over which the bureau has some control.
In contrast, type of agency includes delivery agencies,
which directly deliver services and are labor intensive
because they provide the manpower to implement
policy; regulatory agencies, which are concerned with
the regulation of other agencies or enterprises; transfer

agencies, which are money-moving organizations that
handle payments of government subsidy or entitlement
to individuals or enterprises; contracts agencies, which
focus on developing service or capita specifications
and then contracting out to private-sector firms; and
control agencies, which supervise grant provision to
other public-sector bureaucracies. These differing
analytic categories highlight the complexity of govern-
ment bureaucracies that are highly differentiated.
This also suggests a less-hierarchical organizational
structure of bureaucracy than earlier public choice
accounts assumed. This is done, for example, by rec-
ognizing that policy responsibilities and implementa-
tion are fragmented between layers of government and
decentralized to quasi-governmental agencies.

Having highlighted this complex framework, the
bureau-shaping model then makes assumptions in
respect of the bureaucrat, the individual within the
bureaucracies. First, Dunleavy differentiates between
different levels of bureaucrat. The bureau-shaping
model then suggests that rational self-interested bot-
tom and middle-level officials are more likely to be
concerned with maximizing core budgets, whereas
senior bureaucrats may be more inclined to increase
bureau budgets, mainly to protect their core budgets
from potential challenge. This model also suggested
that the incentive to maximize core budgets is
strongest in delivery agencies, given that they have the
largest core budgets and staffs. Dunleavy believes that
utility maximization is best achieved through bureau
shaping, rather than through the maximization of
generic budgets. Senior bureaucrats can shape bureau-
cracies in their favor. Bureaucrats pursue strategies to
shape their bureaus that include the shaping of internal
work practices and relationships with external part-
ners. Bureaucrals may engage in reorganizational
strategies and are able to assign less favorable, low-
level work to others. This model also accounts for
why senior officials may accept budget cuts; privatiz-
ing and hiving off routine work may enable the bureau-
crat to shapetheir bureaus favorably so that their utility
can be maximized. This model, then, draws attention
to the focus of bureaucrats in increasing their policy
advisory role. It aso suggests that changes within the
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British civil service were driven by utility maximizing
officials.

Critics, such as David Marsh and colleagues, high-
light two key theoretical difficulties with this model:
These are structural and ideational. In doing so, Marsh
and colleagues highlight how failure to specify the
context within which actors operate can both facilitate
and constrain behavior. For example, the model does
not incorporate the broader social, political, and eco-
nomic context within which bureaucrats operate.
Failure to acknowledge this context, then, means the
variables such as a “public service ethos,” which can
be said to be a characteristic of British bureaucracy,
are also not admitted into the analysis.

—Heather Savigny

See also Agency; Bureaucracy; New Public Management;
Public Sector; Rational Choice Theory
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BusiNEss CYCLE

The business cycle (or economic cycle) characterizes
the dynamics of capitalist economy in time. In gen-
eral, the business cycle is defined as a fluctuation in
the level of economic activity around a longer-term
trend. The business cycleis usually described in terms
of the general pattern of prosperity, recession, depres-
sion, and recovery. Thus, the business cycle is consid-
ered to be compl ete when the level of output returnsto
the trend level after a period of cycling above then
below the trend level.

Being rather descriptive in nature, the concept of
business cycleisassociated with agroup of explanations
of economic fluctuation. In contrast to neoclassical
approaches to economics that conceive of recessions
as the result of externa interventions or disturbances
leading an economy to deviate from a normal path
of steady growth, continuous optimization of
economic actors, and adjustment of prices to supply
and demand, theories of business cycle claim that
the succession of economic expansion and downturn
is an intrinsic feature of the capitalist economy.
Accordingly, periods of profitable accumulation give
riseto factorsthat tend to undermine the basis of prof-
itability. These factors are not considered as external
disturbances, but rather as expressing contradictions
of the process of capitalist reproduction or resulting
from market failure. A downturn in the business
cycle is seen as an adjustment mechanism by which
the tensions and imbalances that emerge in the eco-
nomic expansion are eliminated. Crisis or recession
thus creates the basis for a new period of growth.

Mainly (post-)Keynesian and (post-)Marxist
schools of thought theorize business cycle. There are
four underlying explanations of business cycle in these
theories. First, the profit-squeeze position argues that
the economic expansion alows workers to push up
their wages, which leads to decline in profitability.
Second, the underconsumptionist positions refer to the
problem of realization because of inadequate demand.
Third, there are explanations associating business
cycle with the tendency of the profit rate to fall.
Finally, the disproportionality position refers to the
problem of imbaance between different branches of
economy asthey expand at different rates. The existing
explanations usually combine some of these factors.

Keynesian economigts focus on the possibility of
managing timing and shape of business cycles. They
believe that the state can amdliorate the adverse effects
of the business cycle by its monetary and fiscal policies.
Thus, they attempt to sustain full or near-full employ-
ment over the duration of the business cycle by manag-
ing aggregate demand. Monetarist economists, on
the other hand, largely discount the business cycle.
Thus, the monetarist policies may be considered as
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CAIrRNS GROUP

The Cairns Group of Fair Trading Nations was
established in 1986 as part of the early phases of the
Uruguay Round of the GATT trade negotiations. The
group takes its name from the place of itsformation in
Northern Australia and reflects Australia’s prominent
role in bringing the grouping into existence.

The original intention of this group of highly
diverse countries was to encourage reform of the
international agricultural trading system, which was
distinguished by high levels of trade protection and
subsidization. The European Union (EU) and Japan
had become preoccupied with economic security in
the aftermath of a number of economic shocks in the
1970s, and this had led to an increasingly nationalis-
tic and illiberal approach to agricultura trade. The
influence of powerful domestic agricultural lobby
groups meant that reform became increasingly diffi-
cult and countries like the United States felt bound to
retaliate.

It was against this background of rising protection-
ism, and the corruption of international agricultural
trade, that the Cairns Group was formed. The original
members—Argentina, Australia, Brazil, Canada,
Chile, Colombia, Fiji, Hungary, Indonesia, Malaysia,
New Zealand, the Philippines, Thailand, and
Uruguay—were highly politically and economically
diverse, but united in their sense of vulnerability

65

and a desire to free up international trade for their
generally large, export-oriented agricultural sectors.

One of the most striking aspects of the Cairns
Group was the intellectual leadership provided by
Australia, and to a lesser extent Canada. Australia’'s
commitment to trade liberalization was the outcome
of along domestic debate in which neoliberal ideas
had supplanted protectionism and become the guiding
rationale of foreign and domestic policy. The Cairns
Group offered a mechanism to promote this agendain
akey multilateral forum.

Consequently, the Cairns Group’s origina goals
focused on reducing tariff barriers, reducing or elimi-
nating subsidies, and providing special concessions
for agriculture-dependent, less-developed countries.
The Cairns Group had some success in the 1980s in
playing the role of honest broker and mediating
between the United States and the EU in particular,
and it aso managed to keep trade liberalization on
the international economic agenda at a time when it
seemed as if it might succumb to nationalistic protec-
tionist pressure.

By the early 1990s, the Cairns Group'’s influence
was declining, as was its capacity to encourage multi-
lateralism rather than bilateralism among the major
powers. It is striking that Australia has recently nego-
tiated a bilateral free trade agreement with the United
States, symbolizing just how far both Australian atti-
tudes have shifted and how much the status and
importance of the Cairns Group has diminished of
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late. At a time when such bilateral trade deals are
proliferating and being linked to strategic concerns, it
remains an open question whether coalitions of like-
minded countries like the Cairns Group can wield an
effective influence.

Nevertheless, the Cairns Group did help to promote
trade liberalization and highlight the inequitable nature
of the global trading system. The idea that agricultural
trade ought to be freer has become widely accepted,
and it appears that both the United States and the EU
may finally be moving to do something about it. The
Cairns Group can claim much of the credit for this.

—Mark Beeson
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CaraciTYy BUIlLDING

Capacity building refers to those sets of activities in
which vested parties (individuals, organizations,
communities, or nation-states) develop the ability to
effectively take part in governance. The underlying
assumption isthat by enhancing the appropriate skills,
attitudes, and knowledge, these parties will be more
effectivein their respective governing roles. The result
is a greater equalization of power, access to decision-
making venues, and a more even distribution of soci-
ety’s benefits.

One of the problems in defining capacity building
is that the terminology does not imply a specific or
unique target. For example, some scholars argue for
building the expertise of individuals, while others

focus on improving community organizations or
ingtitutions of the state. In an attempt to more fully
understand capacity building, one might investigate
the varied purposes and means associated with the
general concept.

At the individual and organizational level, the
focus is on increasing the availability of information
and participation of underprivileged, underserved, or
impoverished members of society. The purpose of
these activitiesisto give voice and statusto previously
underrepresented populations. The mechanisms for
building individual capacity are often leadership
training, political activism, and community develop-
ment. Programs that build awareness are also often
highlighted. For nonprofit organizations and commu-
nities, capacity is built through technical assistance,
organizational development, and interorganizational
collaboration.

For some, however, building capacity is part of a
much loftier goal of ensuring sustainable institutional
arrangements. In the international development arena,
scholars are concerned with increasing state com-
petence to efficiently and effectively manage their
affairs. In this context, capacity-building efforts may
be quite broad and include development of roads and
water resources, economic and legal institutions,
health and education services, and mechanisms to
increase public participation. The goal is to develop
strong governing institutions that stabilize legal, eco-
nomic, and socia conditions.

Some argue that capacity-building efforts ignore
the greater milieu of power, politics, and history.
These critics challenge the underlying assumption
that elite powerful interests will recognize, value,
and support shared power arrangements. Because
mechanisms for building capacity place the state or
other powerful political interests in a central role,
the result may be a corporatist arrangement whereby
the governing body selectively enhances groups
more favorable to its policies. This is also true for
nonprofit organizations, whose work within com-
munities to enhance political efficacy is structured
within a larger political economy. Absent a sincere
interest in reform, disingenuous efforts at capacity
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building may create only the illusion of shared
power without substantial implications for effective
governance.

—Margaret E. Banyan
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CAPITALISM

For a sizeable proportion of the world’'s population
and, | suspect, for almost all of the people reading this
entry, the word capitalismrefers most obviously to the
economic system in which they live. Moreover, many
of theremainder currently have direct experience with
development programs sponsored by the World Bank
and the International Monetary Fund, through which
a capitalist economy is that to which their countries
aspire. Given the current conjuncture in international
politics, in which all credible aternatives to the capi-
talist economy seem, at least temporarily, to have been
exhausted, capitalism appears to reign supreme.
However, acknowledging its present dominance is
not the same as saying what capitalism actualy is.
Here we encounter more difficulties because capital-
ism has many dimensions. At one level, it is nothing
more tangible than an economic ideology, associated
with anormative preference for private ownership and
the delegation of production decisions to the individ-
ua. At another level, capitalism is a set of concrete
ingtitutions, associated with encouraging a particular
pattern of exchange relations, such that the result is a

distinctively market-based economy. In addition to
this, capitalism is a legal structure, which enshrines
theright to private property. Capitalism is also a set of
sedimented practices, whose manifestation as embed-
ded relations of production and distribution serve to
reproduce the economic system in a distinctively
capitalist form.

As is hopefully clear, there is no simple definition
of capitalism. Any useful definition must be able to
capture each of these aspects of the capitalist econ-
omy, but to attempt to do so necessarily complicates
matters. Moreover, al definitions of capitalism reflect
the political perspective from which they are con-
structed. For instance, those who are normatively
opposed to the dominance of capitalist relations of
production will choose a definition that suits this
opposition. They are likely to define capitalism as a
system of production in which individuals are
required to subjugate themselves to the exploitative
process of wage labor, as this creates the profits on
which the maintenance of the system relies. Similarly,
those who are normatively supportive of capitalism
will choose a definition that evokes a much more pos-
itive image. They are likely to define capitalism as a
system of production in which rewards accrue to the
people who have been most able to harness their
assets to the enrichment of society as a whole.

While these two definitions are describing exactly
the same economic system, they could hardly be more
different in their underlying political emphases. Where,
then, given these definitiona difficulties, should we
start in our attempt to say what capitalism is?

Perhaps the best place to begin is with an assess-
ment of the novel features of the capitalist economy,
compared to what preceded it. In other words, we
might learn more about what capitalismis by focusing
on what distinguishes it from all previous systems of
production. On this, the first thing to note is that indi-
viduals do not produce for their own consumption
under capitalism; they produce for other peopl€e’s con-
sumption and, in turn, other people produce for their
consumption. For capitalism to provide the basis for a
functioning economy, then, some means must be cre-
ated to ensure that goods can be transacted in order to
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satisfy even the most basic of consumption needs.
That mechanism is money. Capitalist economies are
money economies, in which all circulating commodi-
ties are given a price denominated in a common
monetary measure, and it is at this price that goods are
exchanged. Therefore, money is the dominant
medium of exchange within a capitalist economy:
Workers give their labor in order to be paid in money,
because this money can then be used to purchase nec-
essary consumption goods. In modern times, the state
has been charged with the task of both controlling the
supply of money and protecting its ability to act as a
medium of exchange.

The social ingtitution of money provides the basis
for a particular type of exchange: market exchange.
Karl Polanyi noted in 1944 that market exchange
has one defining feature—it is governed solely by
demand, supply, and price. This suggests that the
determinants of the price at which market exchange
occurs are purely economic. They are shaped solely
by the producer’s costs in bringing the commaodity to
market and the consumer’s assessment of the com-
modity’s intrinsic economic worth. In other words,
according to this standard, there are no social determi-
nants of price, whereby a central political authority
might make some goods (e.g., health care) available at
acertain price in the interests of society as awhole.

The practice of actualy existing capitalist econ-
omies suggests that Polanyi’'s standard may be too
exacting, as we can point to humerous examples in
which the government intervenes to influence the price
at which market exchange takes place. For al public
goods, such as health care, education, and the judicial
system, the government typically intervenesin order to
lower the price at which the transacting goods are
exchanged. This ensures that access to such goods is
not determined solely by ability to pay. Other goods,
such as tobacco and alcohol, in which there are dan-
gers in overconsumption to both the individual and
society, also tend to be subjected to government inter-
vention. Typicaly, they are highly taxed in order to
raise the price at which market exchange takes place,
which acts as a financia disincentive to consumption.

We are consequently drawn to a common misun-
derstanding. While it is usual to associate capitalism

with the free workings of a system of market
exchange, this association refers to a capitalist ideal-
type only. In practice, actually existing capitalist
economies tolerate sustained and systematic interven-
tion in the process of market exchange.

Indeed, such intervention may be entirely neces-
sary for the continued reproduction of the capitalist
economy. The prospect of a pure market economy
may be nothing more than an illusion, irrespective of
the current dominance of both capitalist institutions
and capitalist ideology. A functioning market econ-
omy is unlikely to be a pure market economy because
a pure market economy is likely to undermine the
social conditions of its own existence. At a bare mini-
mum, a functioning market economy requires two
social support structures, each of which is paid for by
the tax receipts that result from government interven-
tion in the system of market exchange.

First, the capitalist economy operates on a contrac-
tual basis: producers engage in contracts with compo-
nent suppliers, employers engage in contracts with
employees, consumers engage in contracts with ven-
dors. The interworkings of the capitalist economy are,
quite literally, the complex aggregation of myriad
contractual relationships between one economic agent
and another. Clearly, then, the reproduction of the cap-
italist economy relies on the continual enforcement of
contracts.

But how does such enforcement take place? Over
time, states have sponsored the creation of increas-
ingly sophisticated deterrence mechanisms in order
to disincentivize economic agents from reneging on
their contractual obligations. These deterrence mech-
anisms take the form of a basic framework of law,
through which sanctions can be levied against any
economic agent who fails to fulfill the terms of their
contract. A worker may take an employer to an indus-
trial tribunal, for instance, if the employer fails to
match the terms of a contractual wage agreement, or a
consumer may take a vendor to a small claims court
for failing to deliver acommodity as agreed. However,
in order to provide the legal redress to which
claimants are entitled in instances in which contracts
are not respected, real resources have to be taken
out of the economy. A framework of enforceable
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law is far from costless and, as the costs of providing
such a framework fall on the state, the state must in
turn take resources out of the economy, usually in the
form of taxation. A pure market economy can only
ever be an idedl, then, as long as levying taxes is a
precondition for sustaining the social basis of actual
capitalist economies.

Capitalism aso requires the development of rela-
tionships of trust if it isto flourish as a system. This
stems from the fact that, within a capitalist economy,
individuals do not produce for their own consump-
tion. In thisway, they are reliant on other people pro-
ducing the goods that will help sustain even the most
basic lifestyle. In order to consent to their continued
incorporation into a complex division of labor, indi-
viduals must be willing to trust that other people will
continue to produce the commodities that they con-
sume in everyday life. In the absence of such trust,
they are likely to release themselves from their incor-
poration into a division of labor so that they can
concentrate, instead, on producing for their own con-
sumption. However, a division of labor is one of the
coreinstitutional conditions of afunctioning capital-
ist economy; the more that individuals opt out of a
division of labor to produce for their own consump-
tion, the less that capitalism is able to operate in any
meaningful way.

Moreover, even if consent is secured for continued
incorporation into a division of labor, further trust
relationships must develop if the successful reproduc-
tion of capitalism isto be maintained. Thisis because
individuals rarely work alone under capitalism; they
are much more likely to work as part of a team. In
turn, the success of the team depends upon each indi-
vidual being able to trust every other individual to do
what is expected of them. It only takes one individual
not to pull their weight for the whole of the production
process to be disrupted. A final product cannot be suc-
cessfully assembled, for instance, if one of its compo-
nent parts is missing or has been made to the wrong
specification. Structures of managerial oversight may
be introduced in order to act as a deterrent to free rid-
ing within the team, but this can never be an adequate
substitute for the absence of trust relationships devel-
oping among the team members.

Trust relationships are socialized into the individual .
The process of socialization begins at an early age,
starting with the family and proceeding through for-
mal state schooling. The education system teaches
people the behavioral traits that they will need to
exhibit if they are to be an integral part of a success-
ful division of labor. It teaches them how to cooperate,
how to be a member of a team, and how to trust oth-
ers not to free ride. In other words, under capitalism,
the education system enables people to learn how to
act to the benefit of the capitalist economy as awhole.
Without an education system of this nature, it would
be a more arduous task to socialize individuals with
the behavioral traits associated with a dynamic capi-
talist economy. As with the lega system, though, the
education system costs money, and these costs are
typically borne by the state. The state has no choice
but to take money out of the economy, as tax receipts,
in order to fund its own activities. So, once more, the
image of a purely free market capitalism is shown to
be an idea only. The maintenance of the capitalist
economy requires certain levels of government inter-
vention in order to finance the socialization of individ-
uals into the economic habits of capitalism.

State sponsorship of the means of existence of the
capitalist economy also turns into state sponsorship of
its dynamism. Karl Marx noted in 1867 that the truly
revolutionary nature of capitalism lay in the competi-
tive drive to accumulate capital assets. This also
results from the fact that individuals do not produce
for their own consumption under capitalism. Within
such a system, the successful accumulation of capital
assets leads to an ever-increasing range of consump-
tion possibilities. To target enhanced accumulation is
to be unsatisfied with what you have, but to have more
is to increase your purchasing power within an econ-
omy in which money is a universal medium of
exchange.

It is capitalism’s underlying accumulation impera-
tive that, for Marx, lies behind the individual capital-
ist’s willingness to invest, and it is through increased
levels of investment that the capitalist economy as a
whole gains its dynamic features. Investment usually
entails the application of higher levels of technology,
which leads to increased rates of productivity. These
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productivity advances, in turn, result in expanded
accumulation.

Given Marx’s assumption that the capitalist
economy is an inherently competitive environment for
the individual capitalist, the application of higher
technology by one firm is likely to trigger a similar
response by other firmsin the same industry. Here, we
see the origins of the capitalist growth dynamic. If the
commitment to invest in new technology spreads
throughout the economy, this will be the equivalent of
upgrading the technologica base of the economy as a
whole, which is one of the ways in which economies
grow. Therefore, the expanded reproduction of the
capitalist economy arises from the desire of the indi-
vidual capitalist for enhanced levels of accumulation.

This desire does not emerge simply out of eco-
nomic instinct; it is encouraged by the socia institu-
tions of the capitalist system. Of prime importance in
this respect is the social institution of private property.
In the absence of an institutionalized structure of pri-
vate property rights, there are few incentives to invest,
because there is no guarantee that the returns to invest-
ment will necessarily accrue to the person undertaking
that investment. The defense of private property rights
provides a bulwark against the appropriation of assets,
whether that is by another individual or by the state.
An ingtitutionalized structure of private property rights
allows for the decision of what to produce and how to
produce it to be a matter of personal initiative. The
right to private property trandates into the right to own
and use wedlth to earn income, as well as the right to
purchase and use labor for productive purposes. The
allocation of resources under capitalism results from
private decision making.

This, perhaps more than anything, captures the
essence of the capitalist mode of production. The cap-
italist system structures economic lifein line with ide-
ologies of individualism, and it accentuates the rights
of individuals to dispose of their assets in whatever
way they deem appropriate. The ingtitutions of the
capitalist economy reflect the dominance of ideolo-
gies of individualism, and they create a set of incen-
tives that reward personally acquisitive behavior.

—Matthew Watson
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CAPITAL MARKET INTEGRATION

The global integration of capital markets over the last
three decades is at once a principal driver of global-
ization and a hallmark of the increasingly globalized
economy. Capital markets are settings in which buy-
ers and sellers of different kinds of capital—foreign
currencies, corporate securities, government bonds,
bank loans—meet to negotiate prices. Global capital
markets are now open for business twenty-four hours
aday and, thanks to information technologies, trans-
actions can be carried out from anywhere in the world
in a matter of seconds. International capital flows
now routinely exceed international trade flows by a
ratio of ten to one. Within global capital markets,
portfolio and short-term investment now surpass for-
eign direct investment (FDI) and bank lending. The
cross-border integration of increasingly volatile and
dynamic capital markets creates obvious challenges
for governance.

In contrast to international trade, there is no single
international organization to provide governance for
international capital markets. In part, this is because
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there are many different kinds of capital (and capital
markets), thus a central organization would makelittle
sense. However, just as important is the fact that the
boundary between domestic and international capital
markets has become so blurred that centralized inter-
national governance would require substantial sover-
eignty transfers. Therefore, international capital
markets feature a governance patchwork and have
become a principal terrain for experimentation with
new forms of global governance.

International organizations, such as the Inter-
national Monetary Fund (IMF) and the Organisation
of Economic Co-operation and Development (OECD)
as well as intergovernmental forums such as the
Group of Eight (G8), certainly play important coor-
dination roles. But governance over integrating capi-
tal markets is primarily provided by networks of
domestic regulatory agencies, such as the Basel
Committee on Banking Supervision, the International
Organization of Securities Commissions (I0SCO),
and the International Association of Insurance
Supervisors (IA1S), that develop international stan-
dards and diffuse best practices. On particular issues,
regulatory networks and international organizations
combine to form specia task forces. The Financia
Action Task Force (FATF) to combat money |aunder-
ing and terrorist financing is one such instance. These
networks emphasize the technica—and thus suppos-
edly apolitical—character of international capital
market governance in aworld of sovereign states.

In addition to regul ators and governments, the pri-
vate sector actively contributes to capital market reg-
ulation. In many countries, stock exchanges play
important supervisory roles. The integration of
capital markets gives large exchanges a correspond-
ing role in international market governance. The
technical algorithms underpinning modern stock
exchanges themselves provide market governance.
Finally, private bond rating agencies exert powerful
influence over capital market dynamics around the
world.

Capital market integration has been a driver of the
international diffusion of U.S. capital market gover-
nance practices over the past fifteen years. Many coun-
tries have created independent regulatory agencies

modeled on the U.S. Securities and Exchange
Commission. Likewise, there has been a marked trend
toward the adoption of U.S. standards ensuring market
transparency and investor protection.

—David Bach

See also Globalization; Transgovernmentalism
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CARIBBEAN COMMUNITY

Caribbean Community (CARICOM) was established
in 1973 to govern the relatively small states that make
up the Caribbean region. Its mandate is to facilitate
enhanced coordination of member states' policies in
relation to issues of regional importance. The CARI-
COM Treaty has as its main goals the improvement of
living standards, economic development, full employ-
ment, enhancement of international competitiveness,
and effective foreign relations.

CARICOM isan intergovernmental, regional orga-
nization; its members are states. Its membership has
increased over the years from four states in 1973 to
fifteen in 2005. Members include Haiti, Jamaica,
Trinidad and Tobago, Grenada, Antigua and Barbuda,
the Bahamas, Barbados, Belize, Dominica, Guyanan,
Montserrat, Saint Lucia, St. Kitts and Nevis,
St. Vincent and the Grenadines, and Surinam. CARI-
COM adso has five associate members: Bermuda, the
Cayman Islands, Anguilla, British Virgin Islands, and
the Turks and Caicos Idands.

CARICOM is asuprastate initiative in that it com-
prises regional bodies. Its principal administrative
organ is the CARICOM Secretariat, which is headed
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by a secretary general who is the chief executive offi-
cer of the Community. The Secretariat comprises
offices such as the general counsel and directorates
such as foreign and community relations. CARICOM
aso hasfifteen institutions. A minister of government
represents each member state at each institution.
Institutions include the Caribbean Agriculture
Research and Development Institute (CARDI), the
Caribbean Community Climate Change Centre
(CCCCC), and the Caribbean Court of Justice (CCJ).
These bodies act in partnership with the Secretariat
and civil society groups to formulate policies, pro-
mote the implementation of decisions, collect and
store information, and provide technical assistance
where needed. Thus, member states have transferred
certain functions upward to the regional institutions
and have also devolved certain decision-making input
outward to national or international civil society
groups, such as nongovernmental organizations
(NGOs).

A notable regiona initiative set up under the
auspices of CARICOM in 1989 was the CARICOM
Single Market and Economy (CSME). In response to
the pressures of globalization, the CSME committed
states to work toward a single market and economy
where factors such as labor and capital move freely
among participating member states as a basis for
internationally competitive production of goods and
provision of services. This shifts Caribbean states’ tra-
ditional control over intraregiona trade to market
forces, although CARICOM has some way to go
before the market is entirely liberalized.

CARICOM consistently addresses diverse matters
ranging from the environment and health to economic
performance and investment; however, development
and foreign relations are thought of as its two most
pressing, interrelated challenges. First, Caribbean
states are classed as developing countries given the
size of their economies and their poverty levels;
in particular, since the 1990s, Caribbean economic
growth rates have decreased and even shown negative
real growth in some states. Therefore, CARICOM’s
main aim is to facilitate sustained economic develop-
ment; it is argued that regional agreements, such as
free trade zones or regional HIV/AIDS programs, will

further economic development. However, Caribbean
states often disagree over whether development
should be state-led or predominantly driven by market
principles.

Second, CARICOM seeks to amplify the
Caribbean’s influence in globa governance. Each
Caribbean state has a small economy in comparison to
the industrialized countries, such as the United States,
Japan, and the United Kingdom; CARICOM was
designed to overcome thisimbalance by combining
state forces and thus creating a more powerful
regional bloc. For instance, Caribbean states are con-
cerned about the erosion of developing-country trade
preferences, such as the European Union's banana
quotas. The states have taken such concerns to the
World Trade Organization under the auspices of
CARICOM. However, some critics point to the fact
that CARICOM needs to maintain a higher level of
political unity on all issuesif it isto establish an effec-
tive negotiating position. CARICOM is thus faced
with the challenge of attaining and maintaining
regional consensus among states that often hold
diverging opinions.

—Smon Carl O’ Meally

See also Caribbean Governance; Development Theory;
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CARIBBEAN GOVERNANCE

The term Caribbean governance relates to the formal
and informal ways in which Caribbean states have
sought to respond to the changing nature of the
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regional and global order. The Caribbean region
consists of twenty-three small, independent islands,
dependent territories, and sovereign states. These
countries have developed governance mechanisms in
order to deal with regiona problems that are beyond
the scope of any single state and in order to create an
enabling environment for effective cooperation on
intraregional economic interactions.

Caribbean governance dates back some years.
Regiona integration was set in motion with the estab-
lishment of the British West Indies Federation in 1958.
The Federation ended in 1962, but this was a precursor
for further initiatives. For instance, by 1968, a
Caribbean Free Trade Association (CARIFTA) had
been established; it aimed to reduce trade barriers to
facilitate the free flow of goodsin the region. However,
Caribbean governance has evolved since the 1970s.

The Caribbean Community (CARICOM) is the
principal governance mechanism existing today. It
was established in 1973 to facilitate enhanced coordi-
nation of member states’ policies in relation to issues
of regional importance. CARICOM is an intergovern-
mental organization; its membership has increased
from four states in 1973 to fifteen in 2005. CARI-
COM’s main administrative organ is the CARICOM
Secretariat; there are also fifteen CARICOM institu-
tions. These bodies act in partnership with the
Secretariat and civil society groups to formulate and
implement CARICOM policies. Thus, member states
have transferred certain functions upward to regional
bodies yet have also devolved certain decision-
making input outward to civil society groups, such as
nongovernmental organizations (NGOs). Under the
auspices of CARICOM, CARIFTA was transformed
into acommon market and then, in 1989, the common
market was replaced by plans to work toward a CARI-
COM Single Market and Economy (CSME). CSME
envisages a single market and economy where factors
such as labor and capital move freely among partici-
pating states. This freeing up of markets effectively
relinquishes the state's previous function of control-
ling the goods and services crossing its borders.

At the subregional level, the other notable gover-
nance initiative is the Organization of Eastern
Caribbean States (OECS). It came into being in 1981

and has nine member states; states can be members of
both CARICOM and OECS. It coexists aongside
CARICOM in that it has separate administrative
bodies, such as a Secretariat; yet both organizations
collaborate closely and deal with broadly analogous
issues.

CARICOM and OECS are blocs that constrain the
policy orientation of their member states; they ook to
achieve palitical unity and consensus among members
so the organizations can act with one voice. It is
argued that the formation of such blocs engenders a
greater degree of homogenization of state policy in
the region.

Caribbean countries, through CARICOM and OECS,
have identified various critical governance issues. Fir,
economic development is of particular importance;
Caribbean states are thought of as underdeveloped in
terms of the size of their economies and poverty levels.
Collective regional action, such as the establishment of
regiond free trade or regiona HIV/AIDS programs, can
further economic development.

Second, Caribbean governance seeks to enhance
Caribbean influence in international relations.
Regional blocs enable countries to combine their eco-
nomic and political power in order to become a more
consequential, international actor; a coalition is
arguably more influentia in global governance than if
the same set of states were to act alone.

Third, the region is vulnerable to environmental
challenges, such as climate change. These challenges
do not respect state boundaries. Regional collabora
tion enables states to elaborate collective action plans
and to harmonize their policies in line with regiona
standards. However, problems can arise when regional
requirements clash with national or globa require-
ments. This final problem raises further questions
about Caribbean governance. How can the regional
bloc be responsive to both national and global exigen-
cies while retaining a regional voice? What should
happen when regiona requirements clash with subre-
gional or national requirements?

—Smon Carl O’ Meally

See also Caribbean Community; Civil Society; Devel opment
Theory; Regionalism



74 Center-Local Relations

Further Readings and References

Benn, D., & Hall, K. (2003). Governance in the age of
globalisation: Caribbean perspectives. Kingston,
Jamaica: lan Randle.

Lewis, P. (2005). Unequal negotiations: Small states in the
new global economy. Journal of Eastern Caribbean
Studies, 30(1), 54-107.

Martin, J., & Ocampo, J. A. (Eds.). (2003). Globalization
and development: A Latin American and Caribbean
per spective. Washington, DC: World Bank.

CENTER-LOcCAL RELATIONS

The notion of center-local (or central-local) relations
refers to various aspects of the political and adminis-
trative relationship between central and local levels of
government. The term captures the division of respon-
sibilities and power, as well as patterns of interaction
and instruments of control across these levels. The
concept is closely associated with the broader notion
of intergovernmental relations (IGR). Center-local
relations are particularly interested in assessing and
comparing the degree of local autonomy or, alterna-
tively, the degree of centralization of intergovernmen-
tal relations. At the same time, the concept has played
an important role in the development of the wider
governance literature. In particular, critical reflections
on the concept of center-local relationsitself provided
key contributions to the body of literature that is asso-
ciated with governance.

This understanding sets center-local relations apart
from concepts like center-periphery relations. The lat-
ter refers to the comparative assessment of different
regions or subregions in terms of economic strength
and relevance, including dependency relationships.
While these concepts are broadly related, center-local
relations focus on intergovernmental interaction
rather than on socioeconomic dimensions.

Central-Local
Governance and Networks

The concept of central-local relations (rather than
center-local) emerged in the literature on the United

Kingdom, where it was used to refer to domestic
intergovernmental relations. The term was seen as
appropriately describing the congtitutional setting of a
unitary date that lacked the more complex (“veto-
point” rich) intergovernmental relationships that
characterize federal states, such as the United States,
Switzerland, and Germany (the latter associated with
the literature on joint decison making rather than
central-(state)-local relations). The literature revealed a
growing degree of centralization since at least the
1970s, aswdll asincreasingly adversaria relationships.
At the same time, the analytical value of central-local
relations has encountered increasing criticism. This
criticism was particularly directed at the supposed bilat-
era focus (on central government vis-a-visloca author-
ities) of the centra-loca literature. In particular, it was
argued that the increased use of private or third parties,
as well as the growth of quasi-governmental organiza-
tions, added substantial complexity to the domain.

At the same time, it was recognized that represen-
tative institutions of local government played a rele-
vant role in central-local relations, in the United
Kingdom and more so in other countries. This
“national world of local government” has always been
a prominent feature of central-local relations in coun-
tries like Denmark, where bargaining over local
government budgets between local government asso-
ciations and the central government is akey feature of
central-local relations.

Other trends that are said to qualify the centrality
of the central-local relations perspective include the
perceived shift toward multilevel governance, with
its stress on increasing complexity and flexibility
of intergovernmental relations. Different levels of
government, including supranational levels (e.g., the
European Union), interact simultaneously without
necessarily being hierarchically ordered. Given cross-
national trends toward political decentralization and
devolution, as well as the growing importance of the
European Union, any perspective that solely relies on
the bilateral central-local relationship is likely to be
severely limited. At the same time, the significance of
these developments should not be overemphasized,
and the relationship between the center and the local
still remains politically important.
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While these empirical developments have somewhat
guestioned the focus of (and on) central-local relations,
the work by Rod Rhodes also challenged the underly-
ing theoretical assumption of the central-local litera
ture. He argued that the literature has displayed
a bias toward formal institutional (or governmental)
structures while neglecting advancesin policy research.
This critique has been the basis of akey contribution to
the emerging policy network literature. Rhodes sug-
gested policy networks as an alternative unit of analy-
sis of subcentral government and its relation to central
government. Such a perspective acknowledges the
functional differentiation, if not fragmentation, of gov-
ernmental activities at the central and local level. Also
the approach emphasized low “relational distance’
between policy bureaucrats and professionals in a par-
ticular policy domain at the central and local govern-
ment levels. At the same time, it was acknowledged
that speciaized professionals or bureaucrats at both
levels of government would not dominate invariably
throughout al policy domains. “Territorial networks’
populated by “topocrats’ (chief executives and local
political leaders) could prevail in some aress.

The relationship between policy professionals (or
“technocrats’) and topocrats in a given policy areais
regarded as among the key factors shaping central-
local relations. The network perspective allowed
analyzing different patterns of intergovernmental rela-
tionsin different policy domains. Rhodes developed a
typology of policy networks that captures the variety
of actor constellations in domains where subcentral
governments are involved. (The typology differenti-
ated among policy community/territorial community,
professional network, intergovernmental network,
producer network, and issue network.) While fre-
quently criticized, this typology has been pivota for
the development of the wider policy network
approach in Europe. Therefore, analyzing governance
through the network perspective can, in part, be traced
back to debates on central-local relations.

Autonomy

While this development of research on subcentral
government suggests that the concept of center-local

relations has outlived its analytical usefulness, the
perspective continues to play akey rolein research on
the degree of local autonomy. Local autonomy is, in
turn, regarded as a major factor facilitating local
democracy and responsiveness of services, as well as
encouraging citizens' engagement and participation.
Reformsin developing and devel oped countries alike,
which aim to strengthen the local government and
democracy, aso renewed the interest in center-local
relations as one dimension defining local autonomy.

Edward Page noted that the notion of local auton-
omy, as control by the local community over its own
affairs, contrasts with the fact that local government
is, in essence, regarded as a subordinate institution.
Hence, the degree of local autonomy depends on the
leeway granted by higher levels of government. That
also applies to the federalist countries with a deep-
rooted tradition of local self-government or self-
administration, like the United States and Germany.
However, others would question whether these ideas
apply to caseslike Switzerland, with the distinct tradi-
tion of communal autonomy (Gemeindeautonomie).

As these examples suggest, central-local relations
are at the heart of any assessment of the degree of
local government autonomy in an international com-
parative perspective. Such comparative assessments
usually start from broad classifications of different
“families of nations’ with similar state traditions that
are associated with specific patterns concerning the
constitutional/legal setting of local government. Other
dimensions include the division of functions and the
financial regime underpinning this division.

In different state traditions—for example, the
Nordic, Continental European, Anglo-Saxon, and
Napoleonic state traditions—central-local relations
are defined in different ways. For example, in the
German state tradition, local *“self-administration”
rather than local “self-government” is connected with
a strong local level that is responsible for conducting
genuine local tasks as well as a wide range of tasks
delegated from higher levels of government (which,
today, amount to about two-thirds of local spending).
This comes with arather tight regulation of local gov-
ernment action, despite the constitutional guarantee of
theright of local self-administration. This“mixing” of
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tasks and responsibilities between central and local
levels is less developed in countries with a strong
tradition of local self-government.

While state traditions are regarded as having a
long-term effect and are supposed to be reflected in
immediate policy choices, such reforms have, never-
theless, transformed central-local relations in a sub-
stantial way (e.g., in the United Kingdom toward
centralization). However, in other countries, central-
local relations have not witnessed major changes, but
reform themes have been filtered through the general
ingtitutional framework and the modes of interaction
associated with these. For example, the Nordic coun-
tries provide evidence for such filtering of general
reform themes that have strengthened the tradition of
cooperative center-local relations and the (already
strong) position of local government.

Some have argued that financial autonomy, defined
by the legal competence to raise revenue and set
spending priorities independent of the central govern-
ment, lies at the heart of local autonomy because legal
and organizational autonomy could only have an
impact if financia resources are available to make use
of these powers. A related interest is concerned with
the independent impact of local and urban policies.
By asking if urban politics matter, Harold Wolman
and Michael Goldsmith move away from a focus on
local discretion defined by central regulation and
toward exploring the local capacity to initiate policies
that have an independent impact.

Control

While local autonomy defines the bottom-up view on
central-local relations, the concern with control can be
associated with a top-down perspective on the relation-
ship. In that context, the literature that highlights the
variety of modes of governance has brought new
insgghts into research on central-local relations. Such a
view draws on the distinction between “hierarchy,”
“market,” and “networks/cooperation” as three ideal-
type modalities of control (or coordination) and explores
mixes and shifts within, as well as across, modes.

This perspective alows the empirical assessment
of claims regarding paradigmatic shifts toward new

localism or various new modes of governance associ-
ated with multilevel governance or the so-caled new
public management. Much of the governance literature
assumes that intergovernmental relations in contempo-
rary societies increasingly rely on cooperative modes
of interaction. Empiricaly, this is reflected in the
Scandinavian experience, where various reforms since
the 1990s (e.g., Free Commune Experiments) have
tended to weaken central control over the operation of
local government—without, however, introducing far-
reaching changes of the overal control regime. Other
European countries (e.g., Belgium and France) provide
corresponding evidence of modest shifts toward less-
hierarchical control and various approaches of sharing
responsibilitiesin policy development.

Some claims have emerged regarding the emer-
gence of “markets’ instead of hierarchical modes of
control, for example through benchmarking exercises
that compare local performance against uniform
standards. However, other scholars have noted an
increased use of market and hierarchical instruments
at the same time. They have pointed out, for example,
that the wave of reforms associated with new public
management resulted in an increasing amount of cen-
tral regulation and control over local government in
the United Kingdom. Local government is described
as having experienced a “double whammy,” being
exposed to both “old” bureaucratic regulation and
new, “modern” control techniques, such as league
tables, benchmarking, and audits.

In other countries, like Germany, the debate on new
public management has not affected modes of control
of local governments. Some state governments pay lip
service to the new public management debate, but
local government control continuesto rely on ahybrid
of hierarchical regulation and cooperative interaction.
While financia pressures have triggered far-reaching
changes in the internal administrative set-up of loca
governments and their political organization (for
example, the introduction of directly elected mayors),
the introduction of new modes of auditing was not an
issue on the reform agenda.

The theme of control in center-local government
relationsis also relevant in the context of a number of
developing countries that have witnessed a (frequently
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externally induced or supported) shift toward decen-
tralization and the strengthening of local government.
However, evidence suggests that such a shift (if mate-
rialized) will not result in more responsive local ser-
vice or inclusiveness of the wider population because
decentralization alows the local €lite, rather than the
wider population, to control public governance.
Therefore, the lack of effective central control could
be regarded as one explanation for the perceived fail-
ure of decentralization to deliver the expected policy
outcomes (e.g., in terms of poverty reduction).

Analyzing Central-Local Relations
in the Context of Governance

The concept of central-local relations has played a
major role in the development of the governance per-
spective since the 1980s. This may seem to be a para-
dox because at the core of the governance literature is
the perception of a growing diversity of the institu-
tional landscape at central, local, and regional levels
of government that challenges the analytical value of
the bilateral concept of center-local relations.

Although some of the contemporary literature
has focused primarily on “multilevel governance,” an
interest in central-local relations remains of key
importance when it comes to the assessment of recent
reforms of the institutional set-up of local government
or the introduction of new modes of control.
Moreover, regulatory and policy reforms, such as
privatization, the introduction of market-type gover-
nance mechanisms, and the move toward an “audit
society” have a profound impact on intergovernmen-
tal relations. Central-local relations are increasingly
complex and characterized by various new modes of
control and patterns of interactions. However, gener-
aizations in the sense of paradigmatic shifts toward
“new” models of center-local relations have to be
treated with care. In particular, comparative analysis
of modes of control in center-local relations reveals
the contingent and varying nature of control patterns.
These depend on a number of different factors that
vary across countries but also across policy domains.
Moreover, general reform themes, like new public
management or the chalenging of the welfare ate, have

triggered different responses in different countries—
also in the domain of center-local relations. In that
sense, center-local relations do not only congtitute a
major approach to the study of local governance. It is
also a topic worth exploring in the context of chang-
ing patterns of statehood and governance.

For doing so, the concept of center-local relations
offers a variety of analytical tools. While the (com-
parative) mapping of the country-specific tradition
and setting of the local vis-avis the central level
provides a first approach that remains relevant, the
literature has highlighted more empirical criteria,
like the size of local government, the share of
spending on public service employment at different
levels of government, or the allocation of tasks
between levels. In order to move beyond these vari-
ous ways of mapping diverse settings of central-
local relations, the network approach developed by
Rhodes and others has provided an important inspi-
ration that has triggered a variety of network-
oriented perspectives in center-local relations and
intergovernmental or interorganizational coordina-
tion more widely. Also, the perspective that explores
mixes and shifts in control relationships provides a
fruitful analysis.

What sets center-local relations apart from the gen-
eral intergovernmental literature is the central role of
normative perspectives and debates about the (desir-
able) role of local government within a country’s
ingtitutional architecture of democracy. This norma
tive dimension will always be an undercurrent of more
analytical approaches exploring governance arrange-
ments in central-local relations.

—Kai Wegrich

See also Decentralization; Devolution; Differentiated Polity;
Intergovernmental Relations; Localization; Multilevel
Governance; Regional Authority; Urban and Regional
Planning
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CHIANG MAI AGREEMENT

The Chiang Ma Agreement, also known as the
Chiang Mai Initiative, is a set of bilateral currency
swap arrangements established at Chiang Mai,
Thailand, in May 2000, by the members of the
Association of Southeast Asian Nations (ASEAN)
with the addition of Japan, China, and South Korea
(collectively referred to as “ASEAN+3"). The Agree-
ment is meant to complement the International
Monetary Fund (IMF) by providing emergency infu-
sions of foreign currency to member countries suffer-
ing from liquidity crises. It also establishes a
mechanism to monitor capital flows and economic
conditions through regular contacts among financial

authorities in the region. Created in the wake of the
1997-1998 Asian financial crisis, the Agreement pre-
sents an important example of financial cooperationin
the region.

The swap system comprises two main components:
an expanded ASEAN Swap Arrangement and a net-
work of bilateral swap and repurchase agreements.
The former built upon a 1997 agreement involving
five of the ASEAN countries and extended participa-
tion to the rest of ASEAN, increasing total reserves to
$1 billion. As each participating member can only
draw upon twice the amount it has contributed, the
economic impact of a swap through this mechanism
is likely to be insignificant. The network of bilateral
swap and repurchase agreements provides signifi-
cantly greater short-term liquidity. As of May 2004, a
total of $36.5 billion had been pledged in these agree-
ments. Under them, borrowing countries typicaly
receive dollars in exchange for a local currency (an
exception being the swap arrangement between China
and Japan, which exchanges yen for renminbi) for a
fixed period of time (usualy three months), after
which the borrower can renew the swap or pay it back
to the lending country’s central bank. Swap agree-
ments can be reciprocal or unidirectional, depending
on acountry’s reserves of foreign currency. For exam-
ple, under Japan’'s agreements with the ASEAN states,
only the ASEAN states can initiate a swap owing to
Japan’s large foreign reserves, while the agreement
between Japan and China can be activated by either
party. The Chiang Mai Agreement is explicitly
designed to complement the IMF's lending practice.
The activation of a currency swap is contingent upon
the drawing state’'s acceptance of an IMF structural
adjustment program, the exception being the agree-
ment between Japan and China.

Critics have raised concerns that deepening
regional integration could ultimately supplant interna-
tional ingtitutions in the region and isolate extra-
regional states. Moreover, the 1997 Asian financia
crisis showed that the region is susceptible to eco-
nomic contagion, suggesting that liquidity should
come from outside the region rather than from within
it. Nevertheless, the Chiang Mai Agreement hasfueled
discussion about deeper cooperation in the future, such
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as transforming the bilateral swap agreements into a
true multilateral institution and creating a unified
Asian currency.

—Jonathan Chow
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Asian Nations; East Asian Economic Grouping;
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CimizeN-CeNTRIC GOVERNMENT

The term citizen-centric government rose to popular-
ity during the emergence of e-government in the
1990s and 2000s. It is based on the idea that commu-
nication technologies allow public services to be
efficiently provided to distinct citizen client groups
through discrete channels. It is most often presented
as arejection of what are perceived as old-fashioned,
agency-centric approaches, in which services are
presented through a single channel and according
to the predefined physical or functiona role of an
agency or department. The overriding aim is to
extend citizens' choices in how they interact with
public-sector bureaucracies while targeting specific
societal groups and reducing waste, inefficiency, and
corruption.

Citizen-centric government is based on the assum-
ption, first, that most citizens have little awareness of
the functional organization of government; second,
that they wish to use a variety of ways of finding gov-
ernment information and applying for and receiving
services and benefits; and third, that agencies and
departments themselves are better able to serve their
key client groupsif they develop discrete channels for
interacting with them.

When combined with new information and com-
munication technologies, especially Web portals, the

overall effect of these assumptionsis that government
can “segment” its client groups according to their
characteristic behaviors and needs. The dominant
approach has been based upon a“life cycle” model, in
which information and services are divided into key
categories based on typica life events. giving birth,
starting school, applying to college, registering a car,
claiming a pension, and so on. However, more refined
approaches have been based upon market research
that identifies distinct social groups, such as working
mothers, young disabled, likely to commit welfare
fraud, and so on.

Citizen-centric government does not aways
revolve around new technologies. Specific service
channels are designed to be accessible for specific
groups. For example, because Internet use is lowest
among elderly people, a citizen-centric approach
would devote greater resources to face-to-face
contact, telephone call centers, and letter handling.
Services aimed at younger age groups, among whom
levels of Internet use are higher, are more likely to
move online.

A prime mover in implementing citizen-centric
government is Singapore, but the idea has been highly
influential across a number of countries. In an inter-
esting twist, the UK government has sought to
broaden the idea of delivery channels, through its
“intermediaries’ policy. This involves using Web
technologies to involve firms, charity organizations,
and other nonprofits in the delivery of services.
Government Web portals bring together nongovern-
ment organizations (Citizens Advice Bureaus, for
example) and present them to individual citizens as
best qualified to deal with a particular request for
advice or information.

—Andrew Chadwick

See also E-Government; Virtual Agency
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CiTizEN PARTICIPATION

See EMPOWERMENT

CITIZENSHIP

Citizenship refers to the status of being a citizen, usu-
aly enshrined in law. Citizenship may entail rights
and responsibilities or result as a consequence of
being part of apolity or community. In modern demo-
cratic states, the basis of citizenship is in having
the capacity to participate in the electoral process.
Participation entails a legal membership of a polity
premised upon universal suffrage. Citizenship is a
relationship between the state and the individual that
comprises a series of rights and responsibilities. It
may be defined objectively, as a legal status, or sub-
jectively, as comprising a sense of belonging and
identity.

Legal citizenship defines the opportunity to vote,
stand for public office, and the right to live and work
in agiven state. However, possessing legal rights does
not necessarily encompass al that it means to be a
citizen. The term citizenship also entails a subjective
component; that is, the sense of identity and belong-
ing that accompanies the legal definition. Hence,
groups that feel alienated may well define themselves
as “second-class’ citizens. That is, while their entitle-
ments are enshrined in legidation, and legally they are
full citizens, the subjective component is not evident.

Rights

Citizenship is predominantly linked to the notion of
rights. These can be both negative and positive.

Positive rights are permissive and stress, for example,
the opportunity for citizens to participate in their
polity, vote, stand for office, and join organizations.
Negative rights are restrictive and stress the protec-
tion of the individua from others, particularly from
the state.

For early theorists of democracy, citizens were
those who took part in public life. In Aristotle’s
Palitics, he noted that citizens were those (men) who
participated in deliberating upon and exercising
power. In contemporary society, citizenship has been
expanded to include all members of a political com-
munity, with the requisite legal standing. However,
this understanding of the concept has been expanded.
Thomas H. Marshall’s influential 1950 study of citi-
zenship in Britain, Citizenship and Social Class and
Other Essays, identified three essentia rights that
comprised citizenship: civic, political, and social.
Marshall wrote that all citizens should be considered
equa in relation to their rights and duties, which
accompany this notion of citizenship. This equality,
though, was challenged by a citizen’s position in the
class system. Marshall highlighted that while rights
might be enshrined in legidation, practically, the abil-
ity of citizens to exercise these rights may be com-
promised by their position in the polity. Those
disadvantaged by their class status may be unable to
participate in a community in which they have legal
membership.

For Marshall, civil rights are considered a prereg-
uisite for individual freedom. They provide for prop-
erty rights; right of contract; the right to freedom of
thought, speech, and religious practice; the right of
assembly and association; and the right to equality
before the law. These are positive rights—they permit
action. Civil rights are premised upon the existence of
civil society. Government and the state are necessary
to maintain and protect these rights. Political rights
include the right to vote and stand for public office.
These are necessarily underpinned by a commitment
to universal suffrage and democratic government.
Socia rights comprise a basic entitlement to a civi-
lized existence commensurate with prevailing stan-
dards in society. This extends the responsibility of the
state into areas of economic and socia life. The
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principle embodiment of these rightsisin the institu-
tions and policies of the welfare state.

Marshall described the historical development of
these rights and included a normative aspect, and
argued that in contemporary society, there should be
something universally enjoyed by all citizens. Civil
rights, he noted, were established between the
Glorious Revolution, the first Reform Act, and the
establishment of the rule of law in the eighteenth cen-
tury. Individual freedom was embodied within this
and became a universal feature as a result of the
growth of the bourgeoisie. Political rights emerged in
the nineteenth century as the franchise was extended.
However, it was not until universal suffrage was
achieved in Great Britain that these political rights
became equally applicable to every individua and
thus became entwined with the idea of citizenship.
Finally, during the twentieth century, social rights
were consolidated with state provision of welfare and
a commitment to education and health. It should be
noted that these categories are not confined to strict
boundaries and are fluid. Freedom of expression is
both acivil and political right, for example. Education
isimportant for both social life and in order to be able
to take part in political activities, such as voting.
Many Western theorists have also emphasized the pre-
requisite of certain social and economic standards in
order to fully realize theideal of citizenship providing
the capacity to participate in public life. Obligations
were also entailed in the provision of these rights. As
Marshall argued, a personal right to free expression
also carries a public responsibility to exercise the
right. These obligations provide abalance to the rights
attached to citizenship. For example, the right to free-
dom of religion also entails respecting another per-
son's freedom of religious choice. Political rights
involve not only the right to vote, but the duty to do so
as well. Sacial rights include the obligation to pay
taxes, coupled with the right to expect a certain stan-
dard of welfare provision.

For Marshall, these rights tended to serve different
class interest in different ways. There are tensions
between these rights, and for Marshall, citizenship
was ultimately areflection of social status. Within his
conception of socia rights was the idea that in order

to be able to fully participate in public life, citizens
must first be free from poverty and ignorance. For
Marshall, citizenship is incompatible with the class
inequalities of a capitalist system. Therefore, social
citizenship was heavily directed toward the develop-
ment of awelfare state to redress problems of poverty.
Socia citizenship has become part of the lingua
franca of political debate, as civil rights movements
articulate both political and social demands. For
Marshall, al three types of rights were essential in
comprising citizenship. Civil rights provided for the
resolution of conflict or dispute within a society. This
conflict wasthat of principles: especially with capital-
ism, a system of inequality and citizenship with a
focus on equality, rather than social groups. Political
rights, he argued, were necessary to ensure the func-
tioning of democracy; that is, to keep elites account-
able. Through the provision of social rights, the state
was able to counter inequalities that may emerge as a
result of the existence of market forces. Citizenship,
then, is not only about a set of legal rights, but also
relates to the provision of material conditions and the
opportunities they provide for the individual.
However, in contemporary society, socia citizen-
ship in particular has come under heavy criticism from
New Right thinking, specifically in relation to the wel-
fare state. New Right theorists and practitioners are
heavily critical of the economics of state intervention.
They advocate free market thinking in all areas of pub-
lic palicy, in particular, in addressing the issue of soci-
etal welfare. This provision of state-sponsored welfare
is thought to prevent the emergence of market incen-
tives, rendering state provision uneconomical and inef-
ficient, given that it is not subject to competition in a
free marketplace. According to thinkers such as Milton
Friedman (1962) and Friedrich Hayek (1944), collec-
tive provision limits the role of the free market. The
free market, for them, is significant in providing polit-
ical liberty. They regard the state as an infringement on
individual rights, given that it is financed via taxation.
This means the state interferes with private property
and coerces contributions, thereby infringing individ-
ual liberty. This critique of the idea of welfare provi-
sion, though, raises a serious challenge to the way in
which contemporary society has come to understand
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what it means to be a citizen. Socia rights have
become as much a part of the notion of citizenship as
political and civil rights. As such, this critique of the
welfare state is not only an economic argument, but
poses a fundamental challenge to the concept of citi-
zenship. Thisimpliesthat asthe welfare stateis“rolled
back” ; there should be a simultaneous rolling back of
citizenship rights.

Active Citizenship

From this New Right thinking, the notion of active cit-
izenship transpired in the latter half of the twentieth
century. By combining the conservative emphasis
upon duty with the liberal emphasis on individualism,
the resulting neoliberal, New Right thinking has
sought to remodel the notion of citizenship by down-
playing rights and emphasizing obligations. This has
involved a focus upon the manner in which too much
intervention by the state undermines individual lib-
erty. If the state does not intervene to provide welfare,
then the economic argument is that this will encour-
age individuals to be sdf-sufficient, which, it is
argued, is both beneficia to the state and the individ-
ua. From this emerges a moral aspect, New Right
thinkers contend that this redefinition of citizenshipin
these individualistic terms promotes dignity and self-
respect. However, there is a fundamental flaw in this
notion of citizenship. Citizenship is premised upon
membership in and participation within a community.
As such, this removes any sense of “public” and sois
unable to account for how an individua can be con-
sidered part of a community. Another distinctive fea-
ture of New Right thinking about citizenship is the
focus on obligations. New Right thinking suggests
that Marshall’s emphasis upon rights has contributed
toward a culture of entitlement, where citizens know
their rights but not their responsibilities. Entitlements,
they argue, are “earned.” Lawrence Mead, in his 1982
article“ Social Programs and Socia Obligations,” sug-
gests that citizenship includes both aright and duty to
work. This has been embodied in policy practice.
Further criticism arises, though, in that if rights are
granted only as a result of fulfilling obligations, then
rights reside ultimately with the state. Rights and
notions of citizenship, in Marshall’s view, exist to

protect the citizen from the excesses of the state.
Further, this active notion of citizenship, with an
emphasis upon individual rather than collective
provision, reinforces the inequalities of class that
Marshall’s rights were concerned to address.

Gender and Citizenship

Feminists have aso challenged the concept of citi-
zenship, arguing that the mainstream is gender blind
in its understanding of citizenship and class. In this
sense, citizenship is a property of men. Civil rights
movements have campaigned to establish the same
rights for women that men possess, for example to
remove barriers to entry into public life. For femi-
nists, women'’s citizenship is particularly undermined
through the notion of socia rights. Feminists draw
attention to the gendered characteristics of the
welfare state and social politics and the manner in
which welfare states reproduce male dominance
and exploitation, thereby reinforcing patriarchy. They
suggest that policies within modern welfare states
disadvantage different groups, notably women. By
gendering understandings of citizenship, they high-
light the importance to full participation of the
control over one's body and its functions (i.e., repro-
duction). Many institutions and processes of the state
reinforce gender relations through policies, for exam-
ple, those that highlight the sexual division of labor
(including care of children and the elderly).
Moreover, feminists claim, women are disadvantaged
both as recipients of welfare provision and as work-
ers within the welfare system. This occurs as a conse-
guence of men being regarded as the norm. That is,
social rights are linked to the male norm of continu-
ous, full-time employment. Citizenship is viewed as
premised upon the notion of the male as the bread-
winner and the female as the caregiver in the home.
The lower status of socia rights has been linked to a
low status in relation to political rights. Women, fem-
inists argue, have less power and opportunities to
gain power in society than men, particularly in rela-
tion to their representation in the decision-making
processes in the welfare state and the institutions of
government. Feminists have sought to advance and
redefine understandings of citizenship to acknowledge
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the imbalance and disproportionate balance of rights
favored toward men.

Contemporary Development
of Citizenship

Citizenship has generally been considered as within
the remit of the nation-state. However, recent devel op-
ments have witnessed the influence of actors
external to the domestic borders of nation-states.
The Maastricht Treaty, formerly the Treaty on the
European Union (EU), establishes a common citizen-
ship applicable to all citizens of member states. This
includes the right of freedom of movement within the
EU and the right to stand for election to the European
Parliament. Minimal social rights have been defined,
though, beyond the right to work in a labor market.
While the rights conferred by the EU are till deter-
mined by the nation-state within which the individual
lives, sovereignty has increasingly been ceded to the
EU, which means that EU legidation overrides that
of the nation-states. This poses a challenge to the
existence of political rights, in that while politically
accountable officials make legidation at the national
level, unelected officials determine legislation at the
EU level. The European Parliament plays only a con-
sultative role in policy making.

Further, the United Nations (UN) Declaration of
Human Rights, preserved in international law, has
paved the way for the notion of a global citizenship.
Treaties and covenants ratified by states require that
legal migrants and residents who are not formal legal
citizens are not distinguished against on the grounds
of nationality in terms of civil politica and social
rights. As a result of these international agreements,
the same rights are generally bestowed, except those
political rightsto vote or stand for public office. These
rights suggest a move toward a universal understand-
ing of citizenship, rather than as a direct result of
membership to a particular nation. Individual rights
are no longer directly linked to nationality, as individ-
uals also have rights enshrined in international
law. Environmentalists have also sought to develop
the notion of global citizenship. Expanding upon
Marshall’s definition, they also argue that these rights
should be extended further, in particular to recognize

future generations. They suggest citizenship is a
temporal, rather than spatially located, concept.
Moreover, they emphasize the notion of responsibil-
ity, rather than rights, in that they highlight a respon-
sibility toward protection of the environment. This
perspective also emphasizes the political aspect, but
suggests participation should be extended beyond
the formal mechanisms of governments and states.
Political participation aso involves transnational social
movements. These networks, then, may contribute
toward a new global understanding of citizenship.

—Heather Savigny
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Participation; Public Investment
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City-REGION

City-regions represent the most advanced stage of
urban development that exists today. Worldwide, the
urban population is mainly concentrated in vast urban
regions whose morphology and structure have moved
further and further away from a model that can be
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characterized as European and is based on city-centers
wielding their domination and control (political, eco-
nomic, and symbolic) over the suburbs that make up
their hinterland. Although European cities are till
strongly marked by their specific history, they are in
fact increasingly moving toward a North American
urban model. This model is characterized by extensive
urban sprawl and the development of highly powerful
economic poles located in the suburbs that are chal-
lenging the historical domination of city centers.

The new conditions of urban development pose
problems of coordination and horizontal governance
between municipalities in their development of public
policies that are both effective and legitimate in the
areas of urban planning, housing, transportation, and
sustainable development. Indeed, in modern societies
where hierarchical relations are being reconfigured in
both the public and private spheres, these coordina-
tion problems can no longer be solved through the
creation of major metropolitan institutions that
merge municipalities, share resources, and generate
economies of scale in the delivery of basic public
services. The few examples of municipal mergers
intended to solve this problem in a radical way
(Montreal, Jacksonville, Nashville) rarely yielded
conclusive results, either in terms of effectiveness or
democratic control. From this perspective, the capac-
ity of city-regions to face these challenges of gover-
nance at the metropolitan level largely depends on the
specific local political contexts that may either favor
or hamper cooperation between municipalities. It
mainly depends on whether or not policies are carried
out by the states (federated, federal, central, according
to the nature of the national political system).
Although in the United States, for example, the 1990s
were marked by a mild revival of interest in new
regionalism, the dynamic was stronger in countries
like France, Great Britain, Germany, and even
Mexico. However, in many cases (ltaly, the
Netherlands, Chile), these ingtitutional dynamics are
blocked either by resistance within states, which do
not want to see the political and institutional weight of
their country’s principal city-regions strengthened, or
by deep hostility displayed by the levels of sub-
national governments, which do not welcome the

emergence of powerful and directly competitive
metropolitan governments.

This issue of intergovernmental relations is essen-
tial for understanding the ingtitutional dynamics that
affect the governance of city-regions worldwide.
Because city-regions are the ecosystems of advanced
capitalism and generate wealth aswell as socia exclu-
sion, they constitute spaces where the greatest chal-
lenges of modern societies (socia justice, integration
of immigrants, and economic competitiveness) are
concentrated. Thus, their governance is a key issue
and calls for renewed interest on the part of citizens
and the political spherein order to avoid the exacerba-
tion of social and racial tensions.

—Bernard Jouve

See also Capitalism; Glocalization; New Regionalism;
Regime; Substate Regionalism; Urban and Regiona
Planning
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Civic CapacITy

Civic capacity may be understood as a property of
individuals as well as communities, such as associa
tions, neighborhoods, cities, or nations. Civic capacity
understood as an individual characteristic refers to
citizens ability and aptitude for participation in the
political decision-making process. It signifies skills of
discerning facts and making judgments in the context
of civic activism. It implies not only the ability to
think and act, but to do so in the interest of public
good. Civic capacity attributed to communities refers
to their ability to mobilize their members (both indi-
vidual and institutional) into collective action aimed
at improving their circumstances. This collective civic
capacity is also determined by available resources:
L ow-status communities have low civic capacity.
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A certain degree of individually defined civic capac-
ity is necessary for the existence of demacracy, as citi-
zens' presence in the public sphere and their influence
on the decision-making processes are the key elements
of aregime's democratic legitimacy. Therefore, levels
of citizens civic capacity are of interest to govern-
ments and nongovernmenta ingtitutions that promote
programs and activities aimed at stimulating individ-
ual’s civic capacity. Civic education projects run by
schools and sponsored by governments as well as non-
governmenta institutions, such asthe American Center
for Civic Education, are recognized ways of increasing
individuals civic capacity as they stimulate interest in
the common good and positively influence levels of
political competence. Also, participation in voluntary
associations, while being a demonstration of civic
capacity, enhances it further. An individual’s resources,
such as education and money, condition their political
competence and awareness as well as their participa
tion in the community. Therefore, individually defined
civic capacity is strongly dependent on an individual’s
SOCi oeconomic status.

The notion of civic capacity as a community fea-
ture has been recently popularized by the researchers
from the Civic Capacity and Urban Education Project,
who studied how local communities tackle the issue
of educational reform. They focused on two mgjor
issues. how various agents with diverse interests and
preferences develop the means for identifying com-
mon goals and what strategies they chose to pursue
these goals. The forma and informal ways of reach-
ing consensus and overcoming collective action prob-
lems, which constitute a community’s civic capacity,
may therefore become a key determinant of policy
agenda. Levels of civic capacity are dependent on
the degree of consensus reached by various agents.
Communities with high levels of civic capacity more
easily initiate reforms and maintain their conse-
guences. Therefore, civic capacity is akey element of
socia sustainability.

—Natalia Letki
See also Common Good; Community Organizing;
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Civic ENGAGEMENT

Civic engagement refers to a broad set of practices
and attitudes of involvement in social and political
life that converge to increase the health of a demo-
cratic society. The concept has assumed increasing
importance as a means to reverse the balkanization
of individual interests and the rapid disintegration
of communal life. Civic engagement has been
applied in a variety of contexts from business to
community development. Its foundational concept
is that both discursive and action-oriented involve-
ment creates social and political bonds in a com-
munity. Through the process of engagement, the
individual sees him or herself as an integral part of
a community where civic judgment is enhanced. It
is a means to achieve democratic values of equality
and responsiveness in policy making, as well as to
increase social capital.

Proponents of civic engagement accept the legiti-
macy of governing institutions but seek to use politi-
cal and associational activities, both formal and
informal, as conduits for promoting democratic
health. Political engagement focuses on encouraging
activities in public decisions, such as voting, testify-
ing at public meetings, or volunteering for campaigns.
Associational participation typically takes placein the
social arena and encourages volunteering in non-
profit organizations or visiting an elderly neighbor.
Increased engagement is assumed to push extreme
interests to the periphery. The underlying assumption
is that when citizens participate in meaningful ways,
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many problems can be preempted or solved before
reaching an adversarial stage.

Increasing civic engagement is a daunting task
with real constraints. For example, civic engagement
requires time and resources, but modern society pulls
individuals in conflicting directions. In addition,
many communities lack the social and political insti-
tutions needed to structure engagement, such as
dialogic forums or community meetings. An approach
to engagement that relies disproportionately upon
Citizens possessing ample time and resources risks
favoring certain members of society over others. This
encourages the dominance of extreme interests, out-
comes that civic engagement seeks to avoid.

Despite common agreement related to the impor-
tance of civic engagement, research on this concept
remains ambiguous. This stems from the wide vari-
ance in definitions of civic engagement and its con-
comitant lack of indicators. For example, scholars and
practitioners may not distinguish properly between
the context of participation where the common good
may or may not be served. Thisalso stemsfrom agen-
eral trend among scholars and practitioners to focus
on individuals' social relationships at the expense of
considering the wider impact of political institutions
and processes.

Enhancing civic engagement to ensure democratic
health involves reshaping the individuals, organiza-
tions, and ingtitutions in ways more conducive to
democratic participation.

—Margaret E. Banyan
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Neighborhood Association; Participation; Public Opinion;
Social Capital
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Civic REPUBLICANISM

The concept of civic republicanism is most easily
understood as the form of government that contrasts
with that of amonarchy, where the monarch rules over
the state in his or her own interest. However, such an
understanding belies an oversimplification that masks
civic republicanism’s complexity and rich heritage. As
an approach to governance, the development of the
principle ideals of civic republicanism can be traced
back to the ancient works of Plato, Aristotle, Plutarch,
and Cicero, among others, and in its more modern
adherents such as Niccolo Machiavelli, Baron de la
Brede et de Montesquieu, James Harrington, and
James Madison.

The phrase res publica is most readily understood
as “that which belongs to the people,” where the
people represent not just the masses but an organized
society founded on justice and a concern for the com-
mon good. It follows, then, that a state founded on
civic republican ideals is one whose political consti-
tution is aimed at securing the common good of all
its citizens. This task is chiefly fulfilled by the
successful promotion of key ideals, such as mixed
constitutions, civic virtue, and patriotism, and by
ingtitutions restrained by certain principles, such as
the separation of powers and the principle of checks
and balances.

Within civic republicanism there are two related,
yet distinct, approaches. The first, often referred to as
neo-Athenian republicanism, is inspired by the civic
humanism of the ancient Greeks. This version of civic
republicanism holds that individuals can best realize
their essential social nature in a democratic society
characterized by active participation in political life.
From an ingtitutional perspective, democratic partici-
pation, fostered by a rich sense of civic virtue and
strong versions of citizenship and patriotism, is
thought to be the primary means of maintaining the
freedom of the state. In contemporary terms, this
strand of civic republicanism is often associated with
communitarianism.

While the second civic republican approach, often
referred to as neo-Roman republicanism, stresses
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many of the same principles as its neo-Athenian
counterpart, it represents a decisive shift away from
direct forms of democracy. Within this approach, the
freedom of the individual is closely linked to the
freedom of the state. Importantly, unlike its neo-
Athenian counterpart, this version stresses the need
to protect and promote individual freedom. Among
neo-Roman republican writers such as Machiavelli
and Madison, the ancient republics were viewed as
unstable and susceptible to mob rule, factions, and
tyrants. To counter this threat to freedom, its consti-
tutional focusis on creating the institutional arrange-
ments that preserve individual freedom by stressing,
in additional to traditional republican ideals, more
modern principles, such as certain antimajoritarian
devices like judicial review, representative govern-
ment, and a strong sense of the rule of law. The
thought behind these principles is to ensure that the
government does not exercise any arbitrary power
over the citizenry.

—John Maynor
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Civic VIRTUE

Civic virtue refers to the dispositions of community
members, which are deemed important for the effec-
tive functioning of the civil and political order.
Attempts to define civic virtue vary as different polit-
ical systems organize public life around alternative
visions of the public good and the demands of citizens
commensurate with this good. Understanding civic
virtue has become increasingly urgent in recent years
as scholars have sought to identify the causes for
declining levels of civic engagement and the virtues
that will reverse this trend.

Most discussions of civic virtue center on the
obligation of citizensto participate in society by per-
forming the minimally necessary activities in sup-
port of the state, such as paying taxes. However,
political theorists agree that the sum total of a per-
son’s well-being is not solely attributable to his or
her own talents, but is a product of social coopera-
tion, or civic virtue. Even those who take a less-
demanding view recognize that in a radically
individualistic society, all people benefit from
publicly supported goods, such as a transportation
infrastructure or schools. To promote cooperation,
Aristotle argued that civic virtue involved citizens
taking part in ruling and being ruled. Others have
highlighted the essential virtues of justice, courage,
or honesty. However, specifically what counts for
civic virtue depends on the kind of political order
one aspires to create.

To illustrate the centrality of the state’s purpose in
civic virtue, it is useful to compare two dominant
political traditions. the liberal and civic republican
traditions. The liberal tradition makes minimal
demands of citizens on the assumption that pursuing
one'sinterests in the private sphere is more important
than living a public life. It is sufficient under the
liberal tradition for citizens to vote. The republican
tradition demands that citizens be active on the
assumption that high levels of civic engagement are
necessary to protect against government abuses and to
provide citizens with an outlet to satisfy their human
yearning of creating a shared public good. Both the
liberal and republican traditions share the view that
civic virtue is not an inherent human quality, but
needs to be devel oped.

The mechanismsto cultivate civic virtue depend on
its place in the internal psyche. Scholars vary on
whether it is a practice or a disposition. The devel op-
ment of civic virtue can be located in the internal
world of the individual, where practice to achieve
excellence produces internal goods of civic virtue.
Otherwise its development can be located outside of
the individual, where it is assumed that the state can
foster alegiance through such activities as funding
civic education. Interventions to cultivate civic virtue
should consider the citizen's assumed role in society
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and the means by which individuals acquire civic
dispositions.

—Margaret E. Banyan
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CiviL RIGHTS

Civil rights are guarantees of equal social opportunities
and equal protection under the law regardless of race,
religion, or other personal characteristics. Examples
of civil rightsinclude the right to vote, theright to afair
trial, the right to government services, the right to a
public education, and the right to access public facili-
ties. Civil rights are an essential component of good
governance; when someone is denied access to the
opportunities of participation in political society, that
personisbeing denied hisor her civil rights. In contrast
to civil liberties, which are freedoms that are secured
by placing restraints on government, civil rights are
secured by positive government action, often in the
form of legidation. Civil rightslaws attempt to guaran-
tee full and equal citizenship for people who have tra-
ditionally been discriminated against based on some
group characteristic. When the enforcement of civil
rightsis found by many to be inadequate, a civil rights
movement may emerge in order to call for equal appli-
cation of the laws without discrimination.

Unlike other rights concepts, such as human rights
or natural rights, in which people acquire rightsinher-
ently, perhaps from God or nature, civil rights must be
given and guaranteed by the power of the state.
Therefore, they vary greatly over time, culture, and
form of government, and tend to follow societal trends

that condone or abhor particular types of
discrimination. For example, the civil rights of homo-
sexuals have only recently come to the forefront of
political debate in some Western democracies.

The Black Civil Rights Movement

Civil rights politics in the United States has its roots
in the movements to end discrimination against
Blacks. Though slavery was abolished and former
slaves were officially granted politica rights after the
Civil War, in most southern states, Blacks continued
to be systematically disenfranchised and excluded
from public life, leading them to become perpetual
second-class citizens. By the 1950s, the marginaliza-
tion of Blacks, often taking an extremely violent form,
had spurred a social movement of epic proportions.
The Black civil rights movement, based mainly out of
the Black churches and colleges of the south, involved
extensive efforts of civil disobedience, such as
marches, boycotts, and sit-ins, as well as voter educa
tion and voting drives. Most of these efforts were local
in scope, but the impact was felt at the national
level—a model of civil rights organizing that has
since spread all over the globe.

Other Movements Across the Globe

In the 1960s, the Catholic-led civil rights movement
in Northern Ireland was inspired by events in the
United States. Its initial focus was fighting discrimi-
natory gerrymandering that had been securing elec-
tions for Protestant Unionists. Later, internment of
Catholic activists by the British government sparked
both a civil disobedience campaign and the more rad-
ical strategies of the Irish Republican Army (IRA).

A high-profile civil rights movement led to the end
of the South African system of racial segregation
known as Apartheid. The resistance movement began
in the 1950s and 1960s when civil rights as a concept
was sweeping the globe, but it was forced under-
ground as most of its |eaders were imprisoned and did
not regain strength until the 1980s. International pres-
sure combined with internal upheaval led to the even-
tual lifting of the ban on the African National
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Congress, the major Black party in South Africa and
the release from prison of beloved leader Nelson
Mandela in 1990. Mandela later went on to become
the first Black President of South Africain 1994.

A current movement that has striking parallels to
both the American civil rights movement and the
South African struggle against Apartheid is the civil
disobedience and political activism of the Dalits in
India. Formerly known as the Untouchables, Dalits
(though they make up about twenty-five percent of the
Indian population) were forced to live as second-class
citizens, and are not even considered to be a part of
India's caste system of social hierarchy. Today, Dalit
activism has led to great victories, including electing
the first Dalit to political office.

In addition to these international movements, many
groups in the United States have been inspired by the
successes of the Black civil rights movement to fight
for government protections, with varying degrees of
success. Most notably, women gained the right to vote
in 1920 via constitutional amendment and also have
made many gains in the area of employment rights.
The women’s movement has thus far been stopped
short of passage of the Equal Rights Amendment,
which would have codified equa rights for women
into the U.S. consgtitution. Since its failure to be rati-
fied in 1982, women have seen many gains in court
decisionsthat ruled against sex discrimination and the
passing of legidlation such as the Civil Rights Act of
1991, which established a commission designed to
investigate the persistence of the “glass ceiling” that
has prevented women from advancing to top manage-
ment positions in the workplace.

A number of other groups have been the focus
of civil rights movements since the 1960s. In 1968,
Congress passed the Indian Civil RightsAct, designed
to compensate for the forcible removal of many
Native Americans from their land. Latinos and Asian
Americans have fought for increased civil rights based
on a history of discrimination over race, religion, lan-
guage, and immigrant status. There have been some
successes, in the form of provisions for bilingual edu-
cation and affirmative action programs.

Most recently, Arab Americans and homosexuals
have taken center stage in the struggle to achieve

equal protection and equal opportunity in American
society. After the terrorist attacks of September 11,
2001, Arab Americans suffered from heightened
levels of discrimination and hate crimes and had to
conform to government policies that restricted their
liberties, as outlined in the controversial USA
PATRIOT Act of 2001. Activism around this issue is
in early stages of development.

The homosexual rights movement has made some
major gains in the late 1990s and early 2000s, includ-
ing a major Supreme Court decision that struck down
legislation outlawing consensual sex between con-
senting adults. Some states currently allow gay and
leshian couples to apply for domestic partnership
benefits, but there is mixed national opinion about
whether or not homosexuals should be alowed to
marry. Some local efforts, such as the San Francisco
marriages of 2004, have spurred a backlash that may
lead to a constitutional amendment banning gay
marriage.

Almost all nations actively deny civil rights to
some minority groups. Because civil rights are
enforced by nations, it is difficult to establish an inter-
national standard for civil rights protection, despite
the efforts of international governance bodies such as
the United Nations. The Universal Declaration of
Human Rights, which was adopted by the General
Assembly of the United Nations in 1948, includes
civil rights language, but is not binding on member
states. Civil rights tend to increase as governments
feel pressure, either from national movements or other
nations, to enact change.

—Rebecca Hamlin
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CIviL SERVICE

Civil service refersto the civilian, that is, nonmilitary
employees of the public service, whether employed by
the central, state, provincial, or local governments.
Usually these employees are hired into merit systems
through competitive processes, such as by testing or
based on demonstration of relevant experience or by
other competitive processes. However, noncompeti-
tive influences continue to be rampant, especially in
many developing nations, even where the trappings of
formal merit systems exist. This is especially true of
many nations of Africa, Latin America, and, to alesser
extent, Asia. For most countries of Western Europe
and North America, job security follows a period of
probation. Still other merit procedures, such as perfor-
mance ratings, partially govern compensation
increases and promotions, athough al systems are
subject to the tendency to increment pay based on
seniority.

Three models of the merit system are common
in Europe: general career systems, specialized career
systems, and decentralized function-oriented systems.
The first two emphasize rather restricted qualifica-
tions for entry and progression and remuneration
over time and with assignments. Technically trained
personnel are found in the specialized career systems
or corps, such as those connected with science, engi-
neering, fiscal services, and police. The genera
system is mostly the senior civil service, who are
administrative generalists, such as those found in
Great Britain, France, and the Netherlands, and
are often deeply involved in policy formulation.
Admission to the general career system is dominated
by graduates of Oxford and Cambridge Universities

in England. Technical educational preparation is
requisite to specialized career system employment in
Great Britain. The French versions of these two mod-
els are even more controlled at the entry level. The
general career system is usually staffed by graduates
of the National School of Administration and the spe-
cialized corps by the National Polytechnic School.

What Europeans refer to as the decentralized
function-oriented system is basically the U.S. system
applied with variations throughout North America,
many countries in Latin America, as well as Norway
and the Netherlands.

Most civilian employees of American governments
are part of aclassified service, which is a comprehen-
sive system of occupational speciaties related to a
common set of pay ranges. However, many employees
are appointed to other career and noncareer systems.
For example, the Federa Bureau of Investigation
(FBI), the Central Intelligence Agency (CIA), and the
Foreign Service are three career systems separate
from the federal classified service. Additionally,
appointments are made of a noncareer nature by
elected officials, policy-making officers, and, in
genera, by the legidative and judicial branches of
government.

The Northcote and Trevelyan reforms in 1854 in
Great Britain on the organization of the permanent
civil service sought to create a largely self-sufficient
career civil service that would train its own adminis-
trators so that they could, on merit, hold the highest
positions in the service, instead of, as at the time, hav-
ing to fill them from outside ranks and independent of
ministerial politics. Though the reformswere not fully
implemented in Great Britain until about 1920, the
ideas involved greatly influenced American reformers
of the federal civil service, where most government
personnel appointments were political patronage, the
so-called spoils system in which government jobs
were rewards for political party membership, cam-
paign support, and financial contributions to electoral
candidates. Public support was growing for the idea
that civil servants were actually supposed to perform
the work of government based on their qualifications
rather than hold office as political rewards. Urged on
by the muckrakers in the press, such as Lincoln
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Steffens and Ida Tarbell, the New York Civil Service
Reform League, and public outrage following the
assassination of President Garfield by a disappointed
office seeker, Congress passed the Civil ServiceAct of
1883, aso known as the Pendleton Act, named for the
senator who proposed it. The law established the prin-
ciple of merit in federal government employment and
a civil service commission to administer the
act and a body of rules governing the concepts of
merit and political neutrality of federal employees.

For close to one hundred years, this civil service
system established for the federal government also
served as the model for states and local governments
to reform their personnel systems. It was not until
Congress passed the Civil Service Reform Act of
1978 that fundamental change was initiated for the
federal government. The results again became the
model for state and local governments. Without
neglecting merit and political neutrality issues, the
new emphasis of management and manageability of a
complex organization was introduced. The functions
of the United States Civil Service Commission were
reallocated to two new agencies, the Merit Systems
Protection Board and the Office of Personnel
Management. The appeal system on dismissals was
reorganized and simplified and the Office of Special
Counsel was created with responsibility for investiga-
tions and praosecutions in the civil service.

During the intervening years between the two
acts, much change and need for change occurred:
Government employees became unionized, employee
appeals systems needed to be simplified, overregula-
tion and centralization reduced the incentive of
managers to manage, for the first time the idea of
monetary rewards to increase productivity was insti-
tuted, and the practice of contracting out government
activities to the private sector has been extensive. All
of this, known as new public management, became
part of a global approach to civil service reform, the
impact of which has been as significant in Europe as
it has in the United States.

While these developments were taking place in
Canada, the United States, and Western Europe, most
developing nations languished. Among the salient
reasons for lack of progress in modernization one

finds: public employment patronage financing compe-
tition between political parties (e.g., Bolivia and
Honduras), resistance to merit reform by the continued
practice of employing friends and family (e.g., Jordan),
growth of oversized welfare state bureaucracies,
something learned from post—World War 11 advanced
countries, which has made downsizing public sectors
difficult (African and Middle Eastern countries).

—Gilbert B. Segel
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CiviL SOcCIETY

The term civil society has carried a number of differ-
ent associations in the history of political thought.
Today, it tends to be used to signal the dense network
of groups, communities, networks, and ties that stand
between the individual and the modern state. Used in
this way, it has become a familiar component of the
main strands of contemporary liberal and democratic
theorizing. In addition to its descriptive properties, the
terminology of civil society carries a litany of ethical
and political aspirations and implications. For some of
its advocates, the achievement of an independent
civil society is a necessary precondition for a healthy
democracy, and its relative absence or declineis often
cited as both asign and cause of various contemporary
sociopolitical maladies.

These two ways of thinking about civil society
have been widely debated. As an analytical frame-
work for interpreting the social world, the idea that
civil society should be understood as, by definition,
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separated from and opposed to the operations of the
state and official public institutions has various down-
sides; not least because it inhibits appreciation of the
complex interrelationships between state and society
that characterize contemporary governance relation-
ships. Equaly, the notion that the hugely diverse
group life of Western capitalist societies promotes
social values that are separable from, and possibly
opposed to, the market is hard to defend. The forms of
combination and association that typify civil societies
in the West are typicaly affected and shaped by the
ideas, traditions, and values that also pertain in the
economic sphere.

Traditions

Historians of the idea of civil society suggest that
these contemporary reservations have their roots in
the complex and multifaceted intellectual genealogy
of this term and the different modes of thinking that
underpin its usage in modern Western thought. Both
of the conceptions outlined at the start of this entry
stem from away of thinking about Western modernity
that emerged in European thought in the eighteenth
and nineteenth centuries: Specificaly, the idea that
modern societies can be analyzed in terms of the
development of three separate and rival orders—the
political, the economic, and the social. Civil society is
till invoked by many of its advocates as a synonym
for the values of authenticity and belonging, neither of
which, it is assumed, can be achieved in politics or
economic life.

More generally, the entry of civil society into the
language of modern European thought was bound up
with the development and spread of liberal doctrines
about society and politics. Since the eighteenth cen-
tury, it appeared in the context of the broadly individ-
ualistic, autonomous, and rationalistic understanding
of the human personality that liberal thinkers tended
to promote. In this family of arguments, civil society
isavita underpinning of, and goal for, the “modular
man,” whom Ernest Gellner sees as the signature fig-
ure of Western modernity. For many liberals, it fol-
lowed that social order and political obligation can be
understood through the analogy of a social contract

between ruler and ruled, the rule of law is a precondi-
tion for the liberty of the citizen, and the achievement
of a commercia order requires and bolsters an
improvement in the overall character of the interrela
tionships of citizens. This broad understanding of civil
society as both a precondition for and marker of the
distinctive tragectory of Western libera democracy
remains the predominant interpretation of it. That is
not to suggest that this view is shared or admired
by all. Critics observe the differentials of power and
resource that characterize relationships within civil
society, the apparent inability of liberal thinking to
address the fundamental character of some of these
inequities, and the skill and willingness of some states
to orchestrate and occasionally manipulate civil soci-
ety organizations for their own ends.

Origins and Development

This skepticism about liberal ideas of civil society
reflects, and has sustained, diverse conceptions of its
meaning and potential: A host of more conservative,
as well as more radical, ambitions have also been
attached to this term. Its original meaning in Western
thinking was rather different from its current protean
status. For the Roman author Cicero, societas civilis
(itself a trandation of Aristotle’s koinonia politike)
signaled apolitical community of a certain scale (usu-
aly including more than one city in its compass) that
was governed by the rule of law and typified by a
degree of urbanity. This kind of community was
understood in contrast to noncivilized or barbarian
peoples. This conceptual usage was transformed by
different European thinkers throughout the seven-
teenth and eighteenth centuries, with the result that
civil society came to acquire a rather different set of
connotations. Here, three of the prevalent modes of
thinking are identified concerning this term that
became established during this period, though this list
is far from exhaustive.

A strand of thinking devel oped in the Enlightenment
era in the writings of English figures like Thomas
Hobbes and John Locke, which presented the social
and moral sources of the legitimacy of the statein rela-
tion to the idea of civil society. Though internaly
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diverse, this tradition shared an aversion to the idea,
widely held in Ancient Greek thought, that societies
could be characterized according to the character of
their political congtitution and ingtitutions. Society,
however conceived, was prior to and formative of the
establishment of political authority. A different mode
of thinking about civil society, which found its most
coherent expression in nineteenth-century German
thought, separated civil society from state in both eth-
ical and analytical terms and regarded the two as sep-
arable and perhaps as opposites.

Standing between and partially overlapping with
these perspectives, there developed a different, long-
lasting conception in the thinking of some of the
major theorists of the Scottish political economy
tradition of the eighteenth century—including Adam
Smith and Frances Hutcheson. In their view, civil
society should be conceived as emerging from the
intertwined development of an independent commer-
cial order, within which complex chains of inter-
dependence between predominantly self-seeking
individuals proliferated, and the development of an
independent public sphere, where the common inter-
ests of society as a whole could be pursued. The
development of the notion of apublic that isin posses-
sion of its own “opinion” in relation to matters of
common concern became an increasingly prevalent
way of thinking about civil society, particularly in
connection with the emergence of forums and spaces
where the free exchange of opinions—newspapers,
coffee houses, political assemblies—was observable.

Contemporary Political Discourse

The second and third of these strands have been most
influential in shaping the thinking of Western theorists
in the last thirty years on this topic. After a period of
relative philosophical disinterest in the term in the
middle decades of the twentieth century, the terminol-
ogy of civil society became ubiquitous in political
thinking during the 1980s. Many of the ideas of this
phase of its intellectual history can be connected to
the three traditions previoudly identified.

The English strand has been powerfully reappro-
priated in the contemporary period by various

neoliberal theorists and ideologues. For them, civil
society stands as a synonym for the ideal of the free
market accompanied by a constitutionally limited, but
powerful, state. This last idea figured powerfully in
the idealization of civil society that prevailed in
Eastern European intellectual circles following the
fall of the Berlin Wall in 1989. In these settings, civil
society signified either the survival (in countries like
Czechoslovakia and Poland) of aweb of autonomous
associations that were independent of the state and
that bound citizens together in matters of common
concern or a necessary means of achieving the
economic prosperity and civil freedoms of Western
democracy.

The German strand’s concern with the sources and
importance of the ethical ends learned through partic-
ipation in the corporations of civil society has
reemerged in the work of a body of American politi-
cal scientists and theorists who have come to view
civil society organizations as sources of the stocks of
social capital and mutual reciprocity that a successful
democracy is supposed to require. And, third, the
Scottish conception has been powerfully revived by
Left-inclined thinkers who hoped to provide a more
pluralist, and less statist, reformulation of a socialist
ideology that was experiencing a profound political
recession among Western publics.

As the Canadian philosopher Charles Taylor has
observed, these and other influential ways of thinking
about civil society have rested upon the twin assump-
tions that, in empirical terms, independent civil soci-
eties did come into existence at some point between
the eighteenth and twentieth centuries, and that their
existence depends, in part, upon the separation of the
concepts of state and society in the Western political
imagination. Neither of these assumptions is uncon-
tentious. For while there clearly does exist a plethora
of groups, communities, and associations that exist
in relative separation from the state, the boundary
between state and civil society in many countries is
rarely as clear or firm as the first assumption suggests.
In various democracies, the state and other public
authorities have succeeded in incorporating institu-
tions and organizations from civil society—for
instance, trade unions, environmental groups, and
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busi ness assaci ations—into key networks of influence
and decision making. Equally, individual groups and
even oppositional social movements often expend
considerable resources and energy attempting to inter-
act with government officials, elected politicians,
and state bureaucracies. The notion that the state-civil
society distinction exists in all Western societies
therefore requires considerable clarification and qual-
ification in empirical terms. In historical terms, this
way of thinking about the development of even
the most antistatist social cultures (for instance, the
United States) has also been successfully challenged.

Likewise, the idea that a fundamental intellectual
distinction between state and society underpins the
model of liberal democracy begs some rather large
guestions. Quite different accounts of the distinction
and interrelationship between society and the state
have guided some of the major ideologies of the
nineteenth and twentieth centuries and have sus-
tained clashing theories about politics, sovereignty,
and social order. Above all, the idea that a portion
of any societal complex should be portioned off,
endowed with ethical, even emancipatory signifi-
cance, and understood as the fundamental opponent
of political authority and institutional life looks
increasingly problematic at the dawn of the twenty-
first century.

One of the most interesting and contentious mani-
festations of the terminology of civil society arises
from its increasingly common application to non-
Western societies. Are supporters of civil society in
the West and in newly democratizing states through-
out the world talking about the same things when they
invoke this term? Can a Western-derived term be use-
fully employed as aframework for analyzing societies
with forms of sociability and state-society relation-
ships that differ markedly from those of the West?
Equally, the assumption of some Anglo-American
theory that a network of independent associations,
cultural practices, and organizations is a necessary
feature of a stable democracy is open to considerable
doubt when viewed from elsewhere in the world
(think, for instance, of East Asian countries that have
many of the features of civil societies but are not
democratic in their political structures).

During the 1990s, in particular, many authors, politi-
cians, and public authorities keen to find solutions to
some of the different kinds of problems facing devel op-
ing countries seized upon civil society as a kind
of panacea. Relatedly, this term became a conceptua
mainstay of academic thinking about democratic transi-
tionsand afamiliar part of the discourse of global insti-
tutions, leading nongovernmental organizations and
Western governments. The ideological character and
political implications of such ideas have become
increasingly clear over time. Such thinking has helped
sustain various attempts to kick-start civil societies
from “above” in different African countries, for exam-
ple, and simultaneoudly serves to legitimize Western
ideas about the kinds of political structure and eco-
nomic order appropriate for developing states. In philo-
sophical terms, applying civil society in this kind of
way raises the profound question of whether it can be
removed from its status within the Western political
imagination and applied in waysthat are appropriate for
the indigenous developmental tragjectories and political
cultures of some of the poorest countries in the world.

It isimpossible to divest the notion of civil society
of normative connotations. The concept remains pow-
erful, in part, because of its (often unstated) contrastive
character. A civil society istypicaly seen as a superior
aternative to a barbarian, natural, despotic, traditional,
or premodern societal “ other.” Thiskind of idea consti-
tutes an inexorable part of the term’s appeal within the
Western political imagination. The achievement of a
dense forest of groups, networks, and organizations
that appearsto stand beyond the boundaries of the state
and outside the reach of the family and clan remains,
for many political thinkers, amajor part of what makes
Western modernity unique and desirable. When exam-
ined closely, this generic idea gives way to a host of
different kinds of projects, fantasies, and anxieties
about poalitics, society, and the economy.

In the last two decades, civil society has moved to
the center stage of Western political debate, assuming
the character of both the diagnosis for, and solution
to, the various malaises of western society—rampant
individualism, rising crime, consumerism, and the
decline of community, among other maladies. In
more philosophical terms, the term has held out two
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different kinds of promise to intellectuals, political
actors, and occasionally socia movements. On one
hand, it offers the dream of reconciling some of
the major discursive tensions in Western thought:
between, for instance, self-interest and the public
good; the individual and community; freedom and
socia solidarity; and the private and public domains
of life. And the second promise, the idea of civil soci-
ety as adistinct third sector of Western societies, has
come to fire parts of the radical imagination in con-
temporary ideological debate. In this context, it offers
the thinly veiled promise of the achievement of a
collective emancipation from the constraints, com-
promises, and disappointments of politics. With a
growing awareness of the limitations and dangers of
both of these ideas has come a desire to rethink the
boundaries of civil society and reconsider which polit-
ica and moral values it promotes. Some of the main
accounts and theories of the new kinds of governance
relationships that prevail in many of today’s democra-
cies have an important role to play in promoting more
empirically and normatively sophisticated ideas about
this term. In particular, the more fluid relationships
associated with the kinds of network relationships
orchestrated by contemporary states and the prolifera-
tion of examples of mutual influence and reconfigured
relationships between public institutions and socially
based actors that governance theory describes point to
amore empirically sensitized and morally contingent
account of the nature and future of civil society.

—Michael Kenny
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CLIENTELISM

Clientelism is a relationship between individual s with
unequal economic and social status (“the boss’ and
his or her “clients’) that entails the reciprocal
exchange of goods and services based on a persona
link that is generally perceived in terms of moral
obligation. Defined in this way, clientelism is a phe-
nomenon that has occurred in many different social
contexts, be it between patricians and their henchmen
in ancient Rome, between lords and their serfsin feu-
dal times, or between large landowners and peasants
in numerous rural communities. Clientelistic relations
did not disappear with the advent of modern states or
their democratization since the end of the nineteenth
century. However, during this process, these relation-
ships have been transformed in two ways. On the one
hand, they have acquired a specifically political
dimension through their insertion within the institu-
tions of each regime. On the other hand, clientelistic
relations have become increasingly denounced as
obstacles to the efficiency of these institutions and to
the respect of democratic values.

The Clientelism of Notables

At least initidly, the introduction of elections rein-
forced the power of notables. In the French Third
Republic, aristocrats, bourgeois landowners, or indus-
trialists won political office by using their wealth and
social standing as means of enhancing their electoral
chances. Until the mid-twentieth century, the same
phenomenon was commonplace in the peasant com-
munities of southern Europe and for agrarian elites
in numerous developing countries. Voting simply
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reinforced social hierarchies. Votes were also
“exchanged” for servicesthat could be offered to loyal
followers (land, employment, charitable donations,
etc.). Democratization thus led to the formation of
clientelistic networks that then became the notables’
first political parties.

When mass parties came into being, these notables
had to compete with new political entrepreneurs from
the middle classes, the professions, or the trades unions.
These professiona paliticians had no patrimony that
could be converted into clientelistic resources. Instead,
they sought electoral support through spreading the
idea that voting and political affiliation should stem
from the sharing of convictions, ideology, and the
defense of collective interests. To these politicians, the
self-interest-driven exchanges that characterized
notable clientelism contravened democratic principles
and were thus acts of corruption that one had to eradi-
cate in order to moralize public life.

The Clientelism of Parties
and Political Modernization

However, the increasing speciaization of political
activity did not bring an end to clientelistic practices.
Of course, these were progressively depreciated asthe
norms of civic citizenship spread and legal sanctions
for electoral corruption were put in place. Never-
theless, the expansion of interventions by states and
local authorities generated new possibilities for politi-
cians to control public resources and, in so doing,
mobilize electoral support. Social policies, urban
renewal, or subsidies for economic development
could all be used to fuel these “ political machines.” Be
they in the American cities during the first half of the
twentieth century or southern regions of Italy after
World War 11, these machines coordinated clientelis-
tic distribution of collective goods (housing, jobs,
subsidies) on a large scale in order to support local
“bosses”

Some political scientists have gone so far asto use
the term clientelistic state to qualify political systems
within which a dominant party takes over the bureau-
cracy, collective goods, and their distribution in order
to preserve its hegemony. This analysis highlighted

cases such as the Mexican Institutional Revolutionary
party, the Japanese Liberal Democratic party, and
the Italian Christian Democrats, who all remained
constantly in power between the 1950s and 1980s. In
these cases, clientelistic relations developed within
entire sectors (ministries, business organizations,
lobbies, trade unions, etc.).

Contrary to what most specialists had predicted
until the 1970s, clientelism thus survived the advent
of democratic modernization. Until this time, how-
ever, clientelistic practices were generally considered
part of a“traditional” stage of political and social evo-
lution of which peasant societies in the periphery
of Europe were considered prime examples. It was
thought that urbanization would liberate individuals
from community-type dependencies, that education
would encourage civic citizenship, and that economic
progress would generate social mobility and the uni-
formization of life chances.

Given the evidence that shows the perennial nature
of clientelism even in modernized social contexts,
many sociologists and political scientists have since
modified their point of view. Clientelism is no longer
seen as arelic from tradition but as a sign of malfunc-
tioning democracy and as an anomaly of political sys-
tems caused either by alack of “civic culture” or by
the “capture” of institutions by politicians only inter-
ested in conserving power. Clientelism has thus come
to be seen as a political “pathology,” blocking the
emergence of genuine democracy aswell asitslasting
legitimation.

The Unofficial Mechanisms
of Governance

It is incontestable that clientelism goes against the
values contemporary democracies claim to uphold. It
involves a discretionary usage of public resources,
which contradicts the rule of law and the principle of
bureaucratic impartiality. It is also based upon person-
alized exchanges and instruments that are antithetical
to the ethics of political conviction and disinterested
engagement that lie at the heart of the civic idea.
However, the opposition between clientelism and
democratic politics is not as clear cut as it seems. In
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1848, it was through a form of “democratic patron-
age” that local republican elites spread a national
political culture throughout the French countryside.
Subsequently, mass parties frequently linked the pro-
vision of material goods with pedagogical and ideo-
logical efforts to ensure the loyalty of their electors
and activists. In this case, clientelism was a vector for
the formation of partisan identities and the social
learning of democratic citizenship. Meanwhile, some
state-driven infrastructure projects were carried out
through the implication of local politicians, who
thereby became mediators between the state and its
citizens. The political and administrative networks set
up during these projects were used by poaliticians in
order to satisfy the demands of their electors but also
to deeply modify public action and the socioeconomic
conditions of their respective regions. In such cases,
clientelism was an instrument used to foster political
and administrative modernization, a process during
which the state's activities were “translated” and
adapted to the needs of local societies.

These examples suggest that clientelistic relations
are not in complete contradiction with democratic
governance or the bureaucratic logics of ingtitutions.
Although official representations of legitimate forms
of politics lead clientelism to be discredited, and thus
consigned to the realms of the unofficial “corridors of
power,” it nevertheless remains a structuring part of
representative democracies.

—Jean-Louis Briquet

See also Brokerage; Governance; Political Exchange;
State-Society Relations
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CLIMATE CHANGE

The term climate change refers to increases in global
mean surface temperatures brought about by human
activity. It is considered an issue of global importance
because the rise in temperature and the environmental
consequences this might engender are transboundary—
they do not respect the boundaries demarcated by the
nation-state. It is a complex governance issue, espe-
cialy because the nature and extent of the problem are
contested.

Global warming is a natural phenomenon.
Atmospheric gases—carbon dioxide, methane, and
nitrous oxide, primarily—absorb infrared radiation,
which is reflected from the Earth’s surface as heat.
This process is often labeled the greenhouse effect.
The sources of greenhouse gases (GHGSs) are varied.
Carbon dioxide emissions arise primarily from the
burning of fossil fuels. Methane is produced by agri-
cultural processes, particularly rice cultivation and
livestock. Nitrous oxides come from biomass burning,
fertilizer use, and fossil fuel combustion. Without the
greenhouse effect, average global temperatures would
be considerably cooler than they are now. Concern
arises when the effect is enhanced by increased con-
centrations of GHGs.

The atmospheric concentrations of carbon dioxide
have increased by thirty-one percent since preindustria
times (the mid-1700s). About three-quarters of the
increase is from fossil fuel burning, the rest from
changes in land use, especialy deforestation. These
changes are linked to abnormal increases in global
temperatures. Average surface temperatures could
increase by as much as 1 degree Celsius (1.8 degrees
Fahrenheit) by 2030 and by anything between
1.4 degrees Celsius (2.5 degrees Fahrenheit) and
5.8 degrees Celsius (10.4 degrees Fahrenheit) by 2100
(against a 1990 baseline). However, some scientists
question whether the current temperature peaks merely
represent the Earth’s natural cycle of temperature peaks
and troughs. Others regjoin that it is the rate and degree
of contemporary change that is cause for concern.

The foreseen impact of climate change is disputed.
Predicted impacts include rises in sea levels, due to
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the melting of glaciers, and an increase in the
frequency and intensity of extreme weather condi-
tions. Coastal areas could be inundated, possibly dis-
placing up to one billion people and affecting up to
one-third of the world's croplands. However, predic-
tions vary and scientists remain uncertain about how
to precisely model the relative contribution of gases,
how to identify the threshold level for concentrations,
and whether, when that threshold level is reached, the
inherent resilience of the climate system will be over-
whelmed. Nonetheless, there is a high degree of con-
sensus in the climatological community that climate
change is happening and will have environmental
implications, even if the extent of such implications
remains contested.

The Global Governance of the Climate

In spite of the uncertainties surrounding climate
change, it has been on the internationa political agenda
for many years. The 1970s and 1980s witnessed
increased attention to global atmospheric pollutants and
their globa consequences—namely climate change.
This was reflected in a number of intergovernmental
conferences. In 1972, the United Nations Conference
on the Human Environment raised the issue of climate
change. Similarly, in 1974 and 1976, the United
Nations World Food Conferences discussed climate
change as a pressing matter. However, it was not until
the discovery of the holein the ozone layer in 1985 that
scientific concern on climate change seemed to be
trandated into calls for concrete political action.

In 1988, the Intergovernmental Panel on Climate
Change (IPCC) was established under the auspices of
the World Meteorological Organization (WMO) and
the United Nations Environment Programme (UNEP).
In 1990, the IPCC released its first assessment report,
which confirmed the scientific evidence for climate
change. In 1992, at the Rio Earth Summit, the United
Nations Framework Convention on Climate Change
(UNFCCC) was signed by 154 states. The UNFCCC
aimed to stabilize GHGs at alevel that would prevent
further interference to the climate system. From 1995
on, an annual Conference of the Parties (COP) to the
UNFCCC took place.

The principal global initiative to result from the
COP is the Kyoto Pratocol—named after the Japanese
city where it was first inaugurated in 1997. It entails
a commitment by industrial countries to reduce, on
average, GHG emissions to five percent below 1990
levels by the period 2008-2012, even though individual
country targets varied. To come into effect, the Kyoto
Protocol needed the ratification of fifty-five countries.

Since the Kyoto Protocol, climate conferences
have faltered, even collapsed, in the Hague in 2000
and Bonn and Marrakech in 2001. However, with
Russia's ratification, the Kyoto Protocol came into
force in 2005. To date, the United States has still not
ratified the protocol, claiming it is flawed, not least
because it does not include commitments for develop-
ing countries.

The Kyoto Protocol has been criticized on two
notable grounds. First, certain critics question whether
its targets are adequate. For instance, the IPCC has
estimated that to stabilize concentrations to 1990 lev-
s, emissions would need to be reduced by an average
of sixty percent. Even then, stabilizing at 1990 levels
would only reduce the estimated 0.3 degree Celsius
(0.54 degree Fahrenheit) increase in global tempera-
ture per decade to 0.23 degree Celsius (0.41 degree
Fahrenheit) because of the long-term impact of con-
centrations. Second, without the United States—
responsible for more than one-quarter of al GHG
emissions—some observers question whether the pro-
tocol could ever betruly effective, although 141 coun-
tries have signed the treaty.

The Challenges
of Climate Governance

States face three interrelated challenges in their
attempt to develop an effective system for governing
the global climate regime. First, given that countries
differ in terms of their political and economic struc-
tures and their emission levels, there is significant dis-
cord over how this can be reflected in a set of rulesfor
governing GHG emissions. In particular, the responsi-
bility of the developed world in relation to the devel-
oping world is a point of contention. Developed
countries are responsible for the bulk of GHG
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emissions. For example, per capita carbon dioxide
emissions in industrialized countries average 12.4 tons
per annum. In developing countries, the figure is
around 1.0 ton. Hence, developing countries argue
that the onus should be on the bigger contributors and
that climate commitments should not interfere with
their development. Yet, certain observers—including
the United States, Japan, and the European Union—
argue that developing country emissions are increas-
ing and that it isunfair that they should be absolved of
commitments, particularly those with rapidly expand-
ing economies, such as India and China. These diffi-
culties require state managers to devise measures for
effectively and equitably reducing GHG emissions
while taking into account the marked differences
between countries in terms of their contribution to
global emissions and their capacity to make GHG cuts.

Second, climate change brings into sharp focus the
issue of state sovereignty. In international relations,
states are considered to be sovereign; this means that
states are the ultimate political authority, subject to
no higher power with regard to political decisions
within their territory. However, the effects of climate
change transcend state boundaries, raising problem-
atic questions about the principle of sovereignty.
Should sovereign states be held accountable for their
impact on the global environment? If so, should a cli-
mate regime be able to dictate how a state managesits
political and economic development? How will com-
pliance with climate change targets be enforced?
Those involved in governing the climate regime are
faced with the task of balancing respect for the free-
doms of sovereign states with the need to develop
global criteriafor GHG reductions.

Third, even where states agree that climate change
is happening, they often disagree on the precise mea-
sures needed to stabilize and reduce emissions. For
example, certain countries, like the United States and
the United Kingdom, argue that a reduction in emis-
sions should not compromise economic interests, such
as economic growth and national competitiveness.
They argue that this can be achieved through the use
of green technology and renewable energy sources,
such as solar power. Various critics agree that technol -
ogy and renewable resources are important, but argue

that a more radical solution is required. Economic
growth must be decelerated and some living stan-
dards, notably in the industrialized world, will have to
be sacrificed. They contend that striving to maximize
national economic competitiveness is not always
compatible with the preservation of the fragile global
ecosystem. This highlights the difficulty of balancing
economic goas with the need to ensure that the
absorptive capacity of the global environment is not
exceeded.

These challenges make climate change a highly
politicized issue in contemporary governance. Given
that recent reports from the UNFCCC revea that,
while emissions from industrialized countries
declined overal during the 1990s, they have since
risen and could increase to about seventeen percent
over the 1990 level by 2010, it is necessary that
concerted, collective action is needed sooner rather
than later.

—Smon Carl O’ Meally

See also Environmental Governance; Global Warming; Kyoto
Protocol; Sustainability; Sustainable Devel opment;
Tragedy of Commons
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CLiNIcAL GOVERNANCE

Clinical governance is a term first used within
the National Health Service (NHS)—the United
Kingdom’s state-funded health system—to describe a
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process for maintenance, improvement, monitoring,
and accountability for clinical standards. The respon-
sibility for clinical governance rests with the chief
executive of all NHS bodies. The development of clin-
ica governance is important because it made chief
executives responsible and accountable for clinical
guality in their organization alongside business goals
and budgetary control. Clinical governance aso chal-
lenged the “clinical freedom” of doctors. Up to its
inception, a doctor only needed to justify their actions
in terms that would be seen reasonable by a group of
peers. The onus has now changed to one where aclin-
ician is expected to deliver best practice, usualy as
defined in evidence-based guidelines; and persistent
deviation from guidelines or being an outlier in audit
might be cause for review.

Although the implementation of clinical gover-
nance is formalized within UK legidation, this con-
ceptual approach is aso found internationally. It is
similar to the mechanism for quality assurance dis-
cussed over two decades ago by the World Health
Organization (WHO). There is an established clinical
governance process in place in Australia, and the
Institute for Hedthcare Improvement (IHI) in the
United States provides an example of an organization
that promotes a similar agenda for quality improve-
ment. The use of information systemsto reduce errors
and implement clinical governance has been recog-
nized in France. Although they did not use the term
clinical governance, the importance of best practice
protocols and the use of information systems to
reduce medical errors and improve patient safety were
important components of the Institute of Medicine
(IOM) reports of 2000 and 2001. However, these
international approaches tend to focus on clinical and
managerial commitment to quality through imple-
mentation of best evidence and clinica audit of
outcomes. Although they recognize the need for a
national informatics infrastructure, these reports do
not propose statutory bodies to promote developing
national evidence-based guidelines for clinical prac-
tice and the inspectorate to ensure that clinical gover-
nance is implemented in al health organizations. The
legidlative framework for clinical governance in the
United Kingdom, including its standard setting and

regulatory bodies, are described in the following
paragraphs.

This new role of implementing clinical gover-
nance in NHS organizations was outlined in the
white paper, The New NHS. Modern, Dependable,
and then passed into statute in 1998. Clinical gover-
nance was defined in terms of actions required to
ensure that risks are avoided; it required that
adverse events are rapidly detected, openly investi-
gated, and lessons learned and that good practice is
rapidly disseminated and systems are in place to
ensure continuous improvements in clinical care.
Clinical governance is intended to be systemic and
embedded into all NHS organizations. The responsi-
bility for it sits with the chief executive, who should
appoint a lead clinician for clinical governance in
that organization.

New structures were established at a national level
to provide guidance asto what priorities and standards
for care might be. These included National Service
Frameworks (NSF), which are evidence-based guid-
ance for the management of common conditions. A
National Ingtitute for Clinical Excellence (NICE) was
created to produce more detailed guidance across a
wide range of conditions and treatments. Finally, an
independent body was established to carry out clinical
governance reviews and to monitor that national stan-
dards set by government, largely through NSF and
NICE, were being implemented. The initia body
set up was called the Commission for Health
Improvement (CHI)—possibly best known for its star
rating of individual NHS healthcare organizations,
also known as Trusts. The latter body has been super-
seded by the Commission for Healthcare Audit and
Improvement (CHALI); it incorporates various other
health standards organizations and includes value for
money in its remit.

What constitutes the key components of a sys-
tem of clinical governance has changed over time.
The original white paper listed ten areas that can be
summarized as follows: infrastructure to support
best practice with monitoring of clinical datato see
it isimplemented; clinical leadership with adoption
of good ideas and innovations with their dissemi-
nation as best practice; risk-reduction processes,
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including that where adverse events occur they are
captured and lessons are learned; and professional
development reflecting the principles of clinical
governance and the early detection of poor clinical
performance.

The scope of clinical governance has broadened
over time to include a wider range of organizations
and more rigor. The private and voluntary sectors are
expected to have clinical governance processes
equivalent to those in NHS Trusts. There has aso
been aformalization of the mechanism of assessment
into a process of registration (for the private sector),
annual reporting, and inspection. Thereis much more
emphasis on input from patients, their careers, and
lay assessors and the increased use of information
systems to inform patient-centered development of
organizations.

The Hedth and Social Care (Community Health
and Standards) Act of 2003 extended the remit of
clinical governance to the private sector. It estab-
lished CHAI (subsequently renamed the Healthcare
Commission) by amalgamating a number of regula-
tory and health standards organizations. The Health-
care Commission has a process of registration, annual
inspection, monitoring, and enforcement, where nec-
essary. External assessment by a government-funded,
independent body had always been part of the quality
assurance mechanisms to ensure that clinical gover-
nance was implemented in NHS organizations, though
the power of the Healthcare Commission has grown
both in terms of the range of organizations they
inspect and the scope of those inspections.

The importance of patients’ and their caregivers
views has also increased. The Health and Socia Care
Act of 2001 made it a statutory responsibility of NHS
bodies to consult with patients about their services
and strategy. From consultation, this has grown to an
expectation that the quality of the “patient experi-
ence,” including involvement in strategy as well as
decision making, is central to heath care organiza-
tions. Health care organizations also need to under-
stand the role of caregivers, how to communicate
effectively with them, and take into account the
impact of any changes they might make. Lay asses-
sors should also be included in any assessment

process, as they should help provide a patient-
centered focus. Most importantly, the involvement of
patients should not just be in reacting to problems or
complaints, instead, patients' wishes should be incor-
porated into health care organizations' strategies.

Information systems have become much more
important in clinical governance. Health care organi-
zations need to know how they are performing and
ideally should be able to do this from the use of rou-
tinely collected clinical data. These data should be
used for clinical audit, providing feedback to clini-
cians and managers about performance against agreed
criteria. They should also inform about the patient
experience and enable organizations to develop
patient-centered strategies.

Finally, the expression clinical governance has
entered the vocabulary of the NHS. It is generally
used to indicate that there are concerns about an indi-
vidual or organization’s clinical standards.

—3mon de Lusignan
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CLOSED REGIONALISM

See OpeN AND CLOSED REGIONALISM

COALITION

A codlition is a group of actors that coordinate their
behavior in alimited and temporary fashion to achieve
a common goal. As a form of goa-oriented political
cooperation, a codlition can be contrasted with an
aliance and a network. An dliance suggests a robust
partnership of at least medium-term duration, as com-
pared with the more fleeting coalition. Alternatively, a
network is a more informa but potentially broader
grouping, suggesting more ad-hoc cooperation than in
acoalition but over awider array of concerns. In coali-
tions, alliances, and networks, the actors involved—
whether states in wartime, political parties in
government, nongovernmental organizations (NGOS)
in politica movements—each retain its distinctive
identity and interests, but the coalition remains the
most ephemera of the three. For each, however, the
purpose of collaboration is ultimately the same: to
aggregate actors strengths to achieve some shared
goal that none could achieve individually.

Coalitions generally form from the voluntary
accession of their constituent members. However,
because actors rarely have the same intensity of inter-
estswith regard to the given goal or goals, some actors
may provide rewards or threats to induce others to
participate. As such, differences in power among
potential and actual coalition members matter, both in
determining who becomes a member of the coalition
and, after the coalition forms, who has the most influ-
ence in determining agendas, strategies, and the like.
For instance, in prosecuting the war to oust Saddam
Hussein in Iraqg, the international coalition may have
been a“ coalition of the willing” or a“coalition of the
coerced and the bribed,” but either way, it was not a
coalition of the equal—the United States was clearly
leading the effort. As this example suggests, coali-
tions' internal structures often reproduce the structure
of relationships among the actors more generaly,

though the cooperative nature of the endeavor may
constrain the overt exercise of power within the
coalition.

Although all coalitions tend to be temporary, dis-
banding after a goal has been achieved (or proven
unachievable given the circumstances), some may per-
sist longer than others. Duration may be a function of
power relationships: a dominant coalition member or
set of members may be able to either dissolve the
coalition or maintain ongoing adherence. However, the
degree of correspondence of interests among coalition
members aso affects duration. Participation over time
in a coalition may cause individual members to per-
celve a broader set of shared interests and beliefs
among them, leading them to transform the coalition
into a more integrated political community (in which
case it is no longer merely a coalition). For instance,
repeated coordination in the great conflicts of the
twentieth century transformed what was initialy a
loose entente among the Western demaocracies into a
broader and deeper “Atlantic Community.” Thus,
while any one of a number of factors might determine
whether coalitions actualy achieve their goals, as
much as anything it is the relative breadth and depth of
shared interests that determine their capacity to persist
and perhaps pursue other common goals.

—FEdward A. Fogarty
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COERCION

Coercion is the threat or use of punitive measures
against states, groups, or individuals in order to force
them to modify their behavior by undertaking or
desisting from specified actions. In addition to the
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threat of or limited use of force or both, coercion may
entail economic sanctions, psychological pressures,
and socia ostracism. The concept of coercion should
be distinguished from persuasion, which entails get-
ting another party to follow a particular course of
action or behavior by appealing to their reason and
interests as opposed to threatening or implying puni-
tive measures.

The use of coercion has, of course, been one of the
key tools for acquiring dominion and sustaining gov-
ernance by states, political groupings, and individuals.
Vivid historical examples include the failed Athenian
attempt at coercing Melos into giving up her neutral-
ity during the Peloponnesian War by threatening the
death and enslavement of the Melian population.
While Thucydides recounted how the Athenians infa-
mously carried out this threat, the attempt at coercion
failed because it did not get the Melians to modify
their behavior, short of their total defeat and destruc-
tion. A more successful use of such coercive threats
was dramatized by William Shakespeare in Henry V.
Henry V threatened to subject the French port of
Harfleur to pillage, rape, and massacre if it did not
surrender in short order to his army. In this case, the
use of coercion was successful in getting the city to
surrender without a last-ditch fight.

Significance of the Term

The use or threat of coercion has been central to inter-
national relations and domestic governance. This was
again highlighted in the premodern political theories
of Niccolo Machiavelli and Thomas Hobbes. Hobbes,
in his Leviathan, famously portrayed the state as the
“mortal god” whose coercive capacities instilled awe
and obedience, leading in turn to peace and security.
Max Weber drew directly upon Hobbes in providing
his famous definition of the state as a political entity
that enjoyed a monopoly of legitimate violence or
coercion over a given territory. Following Weber, the
contemporary sociologist and historian Charles Tilly
has compared the process of state formation to orga-
nized crime. According to Tilly, at the core of state
formation is the concentration of coercive power over
agiven territory and the subjugation of rival centers of

coercive capacity. In terms of establishing gover-
nance, it isimportant to note that the Weberian politi-
cal notion of legitimacy or the Gramscian socia
cultural one of hegemony follows, rather than pre-
cedes, the successful establishment of coercive capa-
bilities over a finite territory or group. The use of
blunt coercion often faces the law of diminishing
returns and, thus, successful and prolonged rule also
must rely upon a degree of persuasion, including
socioeconomic and spiritual-ideological inducements.

Contemporary Usage
in the Study of Governance

In addition to the literature on state formation and
rule, the concept of coercion has been central to the
postwar studies on deterrence, crisis management, and
statecraft in the political science subfield of interna-
tiona relations. However, international relations theo-
rists have not used the concept of coercion in a
consistent and well-defined manner, leading to unfor-
tunate confusion and contradiction in the literature.
Pioneering work was done on the use of coercion in
strategies of conflict by Thomas Schelling. Schelling
coined the term compellance to define the coercive
threat or use of power in order to get an adversary to
change its behavior. Here, the attempt to coerce or
compel an adversary involves a bargaining and signal-
ing process whereby it is hoped the adversary can be
convinced that the cost of compliance is less onerous
than that of defiance. Coercion is different from the
use of brute force to completely defeat an adversary
because it aims to modify the behavior of an oppo-
nent, ideally, through threats and, at most, the limited
and demonstrative use of force. Schelling further drew
a clear distinction between the coercive use of com-
pellance and that of deterrence. The strategy of deter-
rence seeks to maintain a particular status quo and
mode of behavior on the part of a potential adversary,
rather than seeking its modification.

Alexander George built upon Schelling’'s work
in developing his concept of coercive diplomacy.
However, his work evinces some of the prevailing
contradictory and confusing uses of the terms coercion,
persuasion, compellance, and deterrence. George
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insisted that coercive diplomacy is a defensive and
deterrent strategy distinct from Schelling’s notion of
compellance. This is because in his use of the term,
it does not entail offensive “blackmail strategies’
designed to get an adversary to give up something of
value. Rather, the use of coercive diplomacy is a
defensive strategy to deter encroachments on the sta-
tus quo. However, this definition begs the question of
perception and how what one party may view as a
defensive preservation of the status quo may be
viewed by another as aggressive and aggrandizing
behavior.

The success of coercive strategies has had a mixed
record in the modern era. The United States sought
to use gradually escalating strategic bombing in order
to coerce North Vietnam into giving up its attempt to
forcibly reintegrate South Vietnam. However, the gov-
ernment of Ho Chi Minh, with wide popular support
throughout Vietnam, was willing to bear the terrible
costs of American bombing in order to reunify the
country under its leadership. In the recent cases of
Apartheid South Africa and Libya, the use of eco-
nomic sanctions as a tool of coercive diplomacy did
manage to bring about the desired change in behavior
after a prolonged period. However, it should be noted
that the resort to coercive force may prove counterpro-
ductive and invite countercoercive actions. Operation
Desert Storm and other American-led military inter-
ventions in the Middle East radicalized nationalist
forces in the Muslim world and, in turn, led some of
these radical national forces to attempt a massive
punitive and coercive aerial attack against the United
States on September 11, 2001.

—Mujeeb R. Khan

See also Authority; Contract Enforcement; Deterrence;
Hegemony; Power; State Building
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CoLLABORATIVE GOVERNANCE

Collaborative governance is a way of conducting
policies whereby a government involves its citizens,
social organizations, enterprises, and other stakehold-
ers in the early stages of the policy-making process.
The contrast with more traditional public policy
procedures is that parties are truly involved in the
development of policy proposas, while in classic
opportunities of public comment, citizen and interest
group involvement only occurred once the policy pro-
posal had been developed. Interactive decision mak-
ingisapolicy practicein which theinvolved actorstry
to reach a cooperative solution with broad consensus
about the treatment of the issue at stake. Collaborative
governance can be seen as a means of achieving more
acceptable, rich, and resilient decisions and encour-
ages a flexible decision-making process more open to
divergent viewpoints and stakeholder involvement.
Moreover, it is seen as a new style of governing, in
which politicians, public managers, and public admin-
istrators have to adopt new ways of doing things,
which can involve new roles, new procedures, and
new institutions.

Background

Collaborative governance fits in the shift from
“government” to “governance,” from hierarchical and
well-institutionalized forms of government toward
less-formalized, bottom-up forms of governance in
which state-authority makes way for an appreciation
of mutual interdependence with different stakehold-
ers. Public authorities recognize this interdependence
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more and more as a basic governing principle in a
continuous process of negotiating. Stakeholders are
approached as knowledgeable actors in the policy-
making process.

Collaborative governance takes place in different
forms. An important type is the so-called collabora-
tive dialogue. Collaborative governance practices
are a reaction on traditional planning and policy-
making approaches that are primarily top-down ori-
ented, focusing on the government instead of the
governed, mainly technocratically oriented and
adversarially organized. Collaborative governance
is used to realize collective decision making that
builds on a solid basis of trust and consensus,
enhances governmental legitimacy, and makes effi-
cient use of the dispersed resources of the different
stakeholders. By doing so, reaching effective policy
solutions can be realized far more easily than in tra-
ditional governmental ways.

Potential Benefits

Collaborative decision making tries to provide a solu-
tion for a number of existing problems in complex
decision-making processes, which are as follows:

o Acceleration of the policy process: By involving
all kinds of actors at an early stage, it is hoped that the
use of veto power will decrease and support for deci-
sions will increase.

o More flexible policies better suited to changed
circumstances: By involving more actors in the deci-
sion-making process, more and various aspects of the
problem can be included in the search for solutions,
and problem formulation becomes more flexible.

e Enrichment of solutions: Because not only dif-
ferent perspectives on and ideas about problems and
solutions are let loose in the process, but also multiple
types of knowledge, information, skill, and experience
are employed, a better analysis of the problem areais
possible, and better solutions can be created.
Collaborative governance offers the potential to uti-
lize the creativity and experience expertise of those
involved in order to address issues on a broader, and
possibly more innovative, way.

¢ Enhancing democratic legitimacy: Collaborative
governance is often referred to as the solution to
restore the bad relationship between citizens and deci-
sion makers. When the citizen can identify with the
policy products of government, the expectation is that
they will be more satisfied with government and poli-
tics, restoring and developing trust in government.
Moreover, by involving more stakeholders, decision
making acquires a less-closed character and more
democratic legitimacy.

Criticism
Collaborative governance is not without problems.
Its critics mention diverse shortcomings of the prac-
tice of collaborative governance, of which the fol-
lowing are mentioned the most. First, processes
of collaborative governance have high transaction
costs and take time and energy because processes
get complex (many different actors) and difficult to
manage. Second, there is the problem of biases in
the representation of interests. Well-informed and
organized interest groups are better equipped to par-
ticipate in these processes than “weak actors,” like
unorganized citizens. Sometimes in collaborative
governance, policy development leads to the con-
centration of power in the hands of those who
oppose development, shout the loudest, and have the
time to campaign. Third, traditional administrative
procedures and practices are not suitable
to facilitate collaborative governance practices.
Collaborative processes are driven out by the tradi-
tional ways of doing things. Fourth, there is the
problem of venue shopping. In practice, actorsdon’t
want to commit themselves exclusively to one col-
laborative process. When they think they can realize
their ambitions via another way (the court or the
representative democracy), collaborative processes
often fail to enforce commitment. Fifth, the democ-
ratic anchorage of collaborative governance prac-
tices is often missing. Collaborative governance can
be seen as aform of participatory democracy, which
oftentimes runs parallel to existing representative
forms of democracy. This missing link has the dan-
ger that outcomes from the collaborative governance
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process vanish in the changeover to formal decision-
making procedures.

—Arwin van Buuren and Jurian Edelenbos

See also Codlition; Collaborative Planning; Collaborative
Problem Solving; Collective Action; Cooperation;
Coordination; Dependency; Heterarchy; Interdependence;
Interorgani zational Coordination; Local Governance;
Network; Network Society; Policy Network; Political
Exchange; Representative Democracy; Social Network
Theory
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COLLABORATIVE PLANNING

Collaborative planning is a process of engaging stake-
holders in face-to-face dialogue to develop a plan
that meets the interests of all affected parties.
Collaborative planning involves negotiation among
affected parties to achieve a consensus decision and

often relies on an independent mediator or facilitator
to assist in negotiations.

Collaborative planning is a relatively recent
approach to planning that emerged in response to
growing dissatisfaction with more traditional, expert-
based planning models. The theory underlying collab-
orative planning is that planning is a value-based
process that attempts to achieve diverse goals and
tradeoffs that cannot be properly assessed by experts
or scientific analysis. Diverse goals and tradeoffs can
only be incorporated into plans by delegating respon-
sibility for plan development and approval directly to
stakeholders. Stakeholdersinclude any groups or indi-
viduals affected by the plan.

Collaborative planning is a logical extension of
recent trends in planning theory and practice.
Beginning in the 1960s, the dominant model of tech-
nocratic planning, which relied on expert-based, sci-
entific decision making, was increasingly under attack
for its failure to adequately consider the interests of
different stakeholders. The need for increased public
involvement in setting goals and objectives for plan-
ning became well accepted. Public involvement in
planning was extended beyond goa formulation by
new models, such as advocacy planning and media
tion planning, which stressed the need for public par-
ticipation in the actual development and approval of
plans, as well as in development of planning goals.
Collaborative planning further extends these more
participatory models by positing the need for a proac-
tive initiative to delegate control of all aspects of the
planning process to stakeholders who are formaly
organized around a “planning table” to prepare plans.

Advocates suggest that collaborative planning has
several advantages over other planning models. First,
collaborative planning will produce aplan that ismore
likely to bein the public interest because it attemptsto
meet the diverse goals and objectives of all stakehold-
ers by relying on consensus agreement and considera-
tion of more creative options developed through
interactive dialogue. The inclusion of scientific
experts as stakeholders can ensure that decisions are
based on sound information. Collaborative planning is
also more likely to lead to effective implementation
because stakeholders actively support implementation
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of aplan that they developed and that has benefits for
all interests. Collaborative planning also creates addi-
tional benefits, including improved knowledge and
skills of participants and improved stakeholder rela-
tionships. These additional benefits, sometimes
referred to as social capital, can generate important
gains to society, such as reduction in conflict and
improved public decision making.

Collaborative planning is emerging asthe preferred
model of planning in both theory and practice.
Collaborative planning is increasingly used in juris-
dictions in North America, Europe, and Australia by
agencies such as the U.S. Forest Service, the U.S.
Environmental Protection Agency, and many other
state and local planning agencies. The most compre-
hensive application of collaborative planning to date
has been in British Columbia, Canada, where collab-
orative planning was used commencing in 1992 to
develop land and resource management plans for the
entire provincial land base. Despite intense differ-
ences among stakeholders, over three-fourths of the
plans in British Columbia were approved by consen-
sus agreement among all stakeholders.

Collaborative planning also faces challenges. To be
effective, collaborative planning requires the presence
of well-organized stakeholders representing the spec-
trum of society’s interests who are able and willing to
participate. When a broad spectrum of well-organized
stakeholders exigt, it is challenging to decide how
many will be formally represented in the process. Too
many representatives can make the process unwieldy,
while too few will make the process unrepresentative.
The consensus rule for decision making is difficult
to achieve and may result in vague or second-best
solutions in order to reach agreement. The ability to
achieve consensus is reduced by the more challenging
the planning problem and the larger the differencesin
values of stakeholders. Implementation of collabora-
tive planning may also be resisted by dominant inter-
ests who do not want to give up power.

Effective design and management of collaborative
planning is required to achieve benefits and overcome
challenges. Recent research recommends several
keys. All interests need to be represented in the
planning process. To ensure that the number of

participants is manageable, organizations with simi-
lar interests can be presented by only one party and
the main planning table. A second subsidiary plan-
ning table can be used by the common interest
organizations to ensure that their delegate fairly
represents their interests. Collaborative planning
processes also need clear objectives, clear structure
of accountability and management, adequate support
staff, adequate information, and training and finan-
cial support for stakeholders. Collaborative planning
processes require sufficient time to reach decisions.
Many processes can take over four years. Collabora-
tive planning requires good facilitation and involve-
ment of the public, who may not be represented at the
planning table. Governments also need to retain their
final statutory decision-making authority over plan-
ning proposals recommended by collaborative
processes.

Collaborative planning is a relatively recent plan-
ning model. Although evaluation of performance of
collaborative planning is still in its embryonic stages,
evaluations to date confirm many of the significant
benefits of the collaborative approach. Given the
increasing popularity of collaborative planning, more
evaluative research and development of best practice
guidelines will be important to ascertain strengths and
weaknesses of this new planning model.

—Thomas Gunton

See also Collaborative Governance; Collaborative Problem
Solving; Interdependence; Interorganizational
Coordination; Participatory Democracy; Planning
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COLLABORATIVE PROBLEM SOLVING

Collaborative problem solving can be seen as a subset
of governance practices focused on cooperative efforts
of government, business, stakeholders, and citizens for
solving concrete and urgent collective problems.

The concept comes from theories about education
and pedagogica studies. In education, the concept is
used to refer to a specific learning strategy in which the
pupils jointly solve a specific theoretical or practica
problem. In the public sector, the concept is frequently
used in accounts of public participation in policy-
making processes, especially in the new governance.

Compared to the concept of collaborative gover-
nance (see Collaborative Governance entry), emphasis
is laid on the concrete character of the issue that is at
stake. There is an urgent problem that has to be solved.
By pooling together their resources, the different stake-
holders (knowledge and expertise, power, money, to
name a few) increase their collective problem-solving
capacity, and thereby improve the chance of their devel-
oping a feasible policy option. Collaborative problem
solving is more task specific than general purpose.

The way in which collaborative problem solving is
conducted does not differ much from the practice of
collaborative governance. There can be temporal
arrangementsfor collaborative problem solving (orga-
nized around concrete and urgent policy problems),
but also structural ones (as, for example, collaborative
management regimes, comanagement, coproduction).
Collaborative problem solving is used at al govern-
mental levels, but mostly at the local level. It is used
in al policy fields, especialy the fields of spatial,
environment, and infrastructure planning.

By stimulating practices of collaborative problem
solving, governmental agencies can improve several
aspects of their activities:

o the activation of actors and the mobilization of their
resources,

o the development of a broadly supported and innova-
tive policy solution that integrates different values
and stakes, and

o the creation of support for government in general and
conflict resolution in specific cases.

Along with the benefits of collaborative problem
solving, there are also severa shortcomings. The
shortcomings include, for instance, the question of
representation and democracy: Are all relevant stake-
holders included and are the included stakeholders
organized in ademocratic way? Do they represent the
interests of their grass roots in a correct manner? And
what is the relation between this sort of participatory
practices and the representative democracy? There are
also shortcomings with regard to the content of the
problem-solving practices. First of al, the solution
can be a vague and ambivalent compromise between
different conflicting ambitions. Second, the process
can be time and energy consuming.

—Arwin van Buuren

See also Collaborative Governance; Collaborative Planning;
Interdependence
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CoOLLECTIVE ACTION

Coallective action occurs when a number of people
work together to achieve some common objective.
However, it has long been recognized that individuals
will often fail to work together to achieve some group
goal or common good. Why?While each individual in
any given group may share common interests with
every other member, each also has conflicting inter-
ests. If taking part in a collective action is costly, then
each person would sooner not have to take part. If
each believes that the collective act will occur without
their individual contribution, then they may try to free
ride. David Hume pointed out the problem in 1772,



Collective Action 109

when he said that although two neighbors may agree
to drain acommon meadow, to have athousand neigh-
bors agree on such a project becomes too complex a
matter to execute.

The problems of collective action were popularized
by Mancur Olson, who wrote more pithily in 1965
that coercion or some other device must be present in
order for a group of individuals to act in common
interest. Olson suggested that collective action prob-
lems were solved in large groups by the use of selec-
tive incentives. These selective incentives might be
extrarewards contingent upon taking part in the action
or penalties imposed on those who do not. However,
in order for positive selective incentives to work, indi-
viduals who take part in collective action must be
identified; and for negative selective incentives, those
who do not take part must be identified. Either way, a
good deal of organization is required.

One aspect of the collective action problem is that
posed by collective or public goods. A collective good
is one from which it is economicaly infeasible to
exclude people from using. Hence, if a collective
good—such as collective wage bargaining for an
industry—is provided by an organization such as a
trade union, then the fruits of that bargaining will be
enjoyed by all workers, not only the trade unionists.
Other workers in the industry who gain the wage
increases and better working conditions provided by
that bargaining will not have to pay the union dues
and will free ride upon the activities of the union. In
order to encourage workers to join unions, most also
provide a whole host of private excludable services,
such as legal advice and help during individual
disputes with employers, pension schemes, holiday
deals, and other such activities. Of course, setting up
a union in the first place is also a collective act, and
Olson suggests that setting up such organizations
requires the activities of entrepreneurs who also see
private benefits (such as paid employment or a politi-
cal career) from forming the union in the first place.
Though, of course, altruistic individuals may also play
apart in collective action.

Collective action problems have often been repre-
sented by simple game theory. The simple, one-shot
prisoner’s dilemma game represents a series of more

complex situations, where individua rational action
leads to a suboptimal outcome. It would be in the
interests of both players to cooperate, but they end up
not cooperating because they can see the advantages
of free riding and fear the dangers of being taken for
aride. It is well known among game theorists that
once the two-person game is repeated over and again,
there is a multiplicity of stable equilibriums, some of
which involve cooperation and some that do not. If the
gameis played by more than two people and network
affects are allowed (that is players can see how others
are playing with third parties), then we should expect
both cooperation and free riding. Thus, game theory
tells us that collective action is indeed a problem.
People do not automatically work together to promote
their collective interests, but neither is it impossible.
Indeed, depending on the conditions, we should
expect varying levels of collective action. In other
words, there is not a single collective action
problem, but a host of collective action problems
that share common features. Therefore, as one would
expect, there are numerous ways in which people
learn to overcome the particular collective action
problems they face in order to work together. The
tedium of organizing a school fete is not the same as
the dangersinherent in taking part in collective protest
or revolution, but both are collective acts subject to
free riding. We shall briefly describe the types of
demand-side problems that arise in collective action
and the sorts of supply-side solutions that are adopted
to overcome them. It will be seen that both the prob-
lems and solutions are interlinked and interrelated.

We might define the free-rider problem as occur-
ring wherever there is a collective good giving non-
excludabilty. Nonexcludability entails the free-rider
problem because a person can enjoy the benefits of the
good without having to pay for it (as long, of course,
as the good is provided). A supply-side response is to
attempt to convince would-be free riders that if they
do not contribute, they will not receive the good, not
through exclusion, but because the good will not be
provided at al.

However, prior to free riding is the recognition of
one's interests. In economic theory, it is usualy
assumed that people have well-defined preference
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orderings and, hence, know their own interests. But a
great deal of expenditure is spent on the supply side
convincing people that something is in their own
interest. In that sense, the first collective action prob-
lem is the recognition that we do share interests.

The more homogenous the group, the easier it isto
discover any shared preferences, the fewer the cross-
cutting cleavages, and, thus, sources of conflict within
the group. Homogeneity in another sense may work in
the opposite direction. If the group is heterogeneous
in terms of wealth, then it may be easier to secure col-
lective action because the rich members may provide
the goods and allow poorer members to free ride.

Therelative costs of taking part in collective action
are important. In Olson’s 1971 algebraic argument,
individuals will not contribute toward a collective
good if the extra benefits they accrue through receiv-
ing that good are worth |less than the costs of their con-
tribution. This argument depends crucially upon the
nature of the production function. Under some pro-
duction functions, Olson’'s algebra is irrelevant.
Furthermore, it depends upon actors relating the extra
increment of the good supplied with the contribution
they make toward its provision. The richer each mem-
ber of the group, the lower the relative costs. It isaso
worth noting that typically consumers assign parts of
their expenditure to different types of good; some for
needs, such as food and clothing, some for transport,
for luxury items, and so on. They may be thought to
assign some part for gifts, some for charitable dona-
tions, and some toward group aims. We should expect
the assignations to be dependent, in part, upon the
needs items being provided first. Thus, we should
expect large asymmetries in amounts set aside for
group aims across social classes.

Most agree that smaller groups are easier to orga-
nize than larger ones. However, the impact of group
size has perhaps been exaggerated as other factors
about groups may override this component. Group
size is important in two senses. First, the degree of
perceptibility of individual contributions increases the
free-rider problem and may be considered a problem
of coordination; and second, the actual importance of
any given contribution. The larger the group, the less
important an individual contribution may appear to

group success. The degree of perceptibility is more
dependent upon interactiveness than size as such.

The degree of interaction between group members
is more important than group size per se. Face-to-face
interaction among asmall group of people may lead to
subgroup mobilization, no matter how large the wider
group, thus overcoming the perceptibility problem.

The opposition to a particular group forming isaso
important in the beginning of mobilization. The fact of
arival group organizing itself successfully can act asa
spur to collective action. But opposing groups can aso
act to stultify the mobilization in the early stages. They
can exploit cross-cutting cleavages within the group to
try to break up the coalition of interests and can try to
preference shape the group away from the common
interest coagulation. They may also make the costs of
mobilizing higher by numerous strategies, depending
upon the relationship between the rival forces.

The number of other demands is aso important to
any specific group mobilization. Individuals have a
large number of interests and causes they support. There
might be alarge number of charities that one might sup-
port in theory, but one only assignsasmall proportion of
one's budget to charitable contributions. Organizations
try to encourage members to pay by direct debit or
standing orders to lock in that contribution.

A finding in experimental psychology suggests
that individuals have an S-shaped utility curve. This
means that |osses of a given amount matter more than
gains of a similar amount. This seems to lead to the
finding that it is easier to mobilize people when inter-
ests currently being satisfied are threatened, than to
promote interests not yet satisfied.

One important aspect of the production function is
created by the nature of the collective good. “ One-off”
goods are typified by a“step” function. Mobilization
reguires an action to provide the good, and once sup-
plied, the action is over. Goods in continual supply
require continuous collective action, which may be
harder to sustain in the long run.

Coordinating activities is a key issue. The degree to
which coordination is required is in part dependent
upon many of the previously mentioned factors. A
small group, where there are few cross-cutting cleav-
ages and costs are small, may only require coordination
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of activities. Larger groups, with a greater hetero-
geneity and relatively high costs, may require much
greater coordination. The coordination is a demand-side
problem that provokes various supply-side answers.

Therefore, the characteristics of the group affect its
ability to mobilize its members to secure common
aims. Different groups in society have different pow-
ers simply by virtue of group characteristics. Some of
these characteristics are properties of the individuals
that comprise the group, but others are properties of
the group itself, rather than its individual members.
Groups that are more sociable and have greater net-
working and interlinked subgroup organizations find
overcoming collective action problems much easier
than ones without those qualities. Conversely, groups
that are too hierarchical may find grass-roots organiz-
ing more difficult. Even controlling for other features,
Cathalicsin the United States seem to participate and
collectively organize for non-Catholic interests to a
lesser extent than non-Catholic groups. One possibil-
ity is that the Catholic Church is more hierarchical,
and so the civic skills needed to organize are less-
developed as churchgoers rely more on the church to
work on their behalf. An individual’s own power (her
human capital) to collectively organize may thus be
affected by the characteristics of the group of which
sheis amember, aswell as her own abilities.

In order to overcome coordination difficulties,
some actor or set of actors may need to step in. Such
political entrepreneurs may show a profit potential in
coordinating collective action. This may be related to
their other activities. David Chong argued in 1991 that
Black church leaders found themselves drawn into the
civil rights movement in the 1960s in order to secure
the continued support of their parishioners. Church
leaders who were vocal in organizing for civil rights
drew greater congregations than those who were
silent. The competition for congregations thus led
church leaders into becoming civil rights leaders too.
Generally speaking, charismatic leadership is impor-
tant for revolutionary activity.

Selective incentives are Olson’s solution to the col-
lective action problem. Many organizations provide
selective incentives on top of the collective good, but
selective incentives cannot be the main motivation of

members of an organization primarily devoted to
lobbying.

One important source of mobilization occurs
through joint action, where one group supports
another. An organization may see benefits in creating
another organization with convergent interests. Sears
Roebuck, a major supplier of agricultural equipment,
has long provided material support to various U.S.
farmers' organizations. Joint action taken to its fur-
thest extreme leads to mock organizations created by
one group to further the aims of another. For example,
major food manufacturersin Great Britain have set up
several “consumers groups’ concerned with quality of
produce. Greater regulation of the quality of food isto
the advantage of the larger food manufacturers. Here,
consumer rights may be promoted as a by-product
of the interests of large food manufacturers, though
some would argue that such regulatory capture is,
overall, against consumer interests.

Theincentives vary for activists on the supply side.
Some may be entrepreneurial, setting up organiza-
tions largely for personal gain, much as entrepreneurs
engage in economic activity in the private sector.
Some may be less entrepreneurial and may set up an
organization for group ends, still self-interested, inthe
sense that the “political mover” is a member of the
group, but not purely for personal profit. Such politi-
cal movers may prefer that some other actor formed
the coordination role but take it on when they see that
the role is not going to be performed and, therefore,
the good not produced. The coordinator may be moti-
vated by truly atruistic reasons.

Economic theory using rational-actor assumptions
has shown that collective action is problematic. Game
theory demonstrates that collective action is possible
even without institutions supporting it. Empirica
analyses of how people mobilize demonstrate the
myriad ways in which collective action problems are
overcome every day.

—Keith Dowding

See also Collaborative Governance; Community Organizing;
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Group; Positive Political Theory; Prisoner’s Dilemma
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CoLLEcTIVE WAGE BARGAINING

Collective wage bargaining exists where wage rates,
hours, and other general working conditions are set
out in an agreement between the employers and arep-
resentative organization of the workforce. Organized
representatives of workers in trades unions negotiate
with employers or representative organizations of
employers to reach agreements.

In standard economic theory, a firm in a perfectly
competitive market will expand employment until the
marginal value product of another worker exceeds the
wage cost. But what sets the going wage rate for a
firm? Many factors set the wage, including the skills
demanded and the demand for workers in the firm's
industry and other industries. In perfectly competitive
markets, the demand for labor should be clear so there
would be no involuntary unemployment. However,
with ups and downs in the demand schedule for any
industries’ products, firms desire labor flexibility, that
is, to reduce wages or employment during a recession
and employing more workers when demand rises
again. However, there is asymmetric information.

Individual workers do not know how well the firm is
doing at any one time beyond what they may learn
from annual balance sheets and stock market prices.
Managers have an incentive to pretend that times are
aways hard to drive down wages. Thus, unless an
individual worker is thought to be irreplaceable or
very hard to replace, individual workers are poorly
placed to negotiate for better working conditions or
higher wages. Because all workers are similarly
placed, they have a collective interest in forming an
organization to represent them.

An organization that represents all workersis much
better placed to negotiate with the employer. It can
employ people to gain a better insight into the rea
state of the industry and the profit potential of the
firm. It can use the bargaining strength of all workers
together in order to negotiate for better working
conditions and wages. Such a union of workers can
coordinate a strike or other activity as part of the bar-
gaining process. By using such threats, it can force
firmsto pay higher wages than they would desire and
force them to provide better working conditions. Such
activity often goes under the name of collective wage
bargaining.

However, collective wage bargaining has become
recognized in many countries, for example Germany
and Canada, as a specific lega entitlement of both
workers and employers, with rules governing the
process of negotiation. The state has become involved
in the wage negotiations between private firms and
workers. The theory of collective wage bargaining in
such countries is that the routinized and legalized
process will reduce the likelihood of strikes and other
industrial activity to give more efficient procedures
for wage bargaining. Why is such state-regularized
collective wage bargaining thought to be better than a
more anarchic system?

When a union can force wages higher than the free
market equilibrium for the industry, firms will shed
workers. They may do so in ways agreed by the
unions. Here, there will be involuntary unemploy-
ment. Unions may accept higher wages for lower
employment because they are concerned only with the
collective interests of their members. However, in a
world of uncertainty, and with asymmetric information,
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firms may go bust through the demands of collec-
tivized workers that do not believe the dire warnings
of managers. Firms and trade unions may find them-
selves in a prisoner’s dilemma-type game and may
find themselves locked into a noncooperative equilib-
rium. In other words, just as workers faced a collective
action problem in forming a trade union, the union
itself isin a collective action dilemma with the firms
in the industry. If noncooperation increases conflict,
such as strike activity, the difficulties of firms or an
industry may be compounded. The theory of state-
sponsored collective wage bargaining is designed to
overcome that strife and solve the collective action
problem.

Collective wage bargaining was part of the corpo-
ratist approach adopted in many European countries.
Through negotiations between industry-level repre-
sentatives at both employer and employee overseen by
state actors, legally binding agreements could be
reached over working conditions, employment levels,
and training as well as wage levels. It alowed more
information to workers about the state of their indus-
try, ensured firms did not try to undercut, and allowed
for greater training as firms could not free ride on the
training facilities of their competitors. With greater
stability and less uncertainty about expectations, col-
lective wage bargaining may also have provided a
more certain world for capital investment into indus-
try to ensure firms can keep up with competitors
abroad. With simplified coordinated price increases,
advocates claimed it was even better for consumers.

While collective wage bargaining was a successful
policy for many years, reducing industrial strife and
maintaining higher levels of employment and greater
price stability in countries adopting it, collective wage
bargaining has come under increasing pressures with
globalization. Collective wage bargaining, precisely
because it is designed to bring greater stability, makes
it harder for firmsto be flexible in fast changing times
and also makes it harder for new entrants into indus-
tries. Countries with collective wage bargaining
agreements found their firms being undercut in terms
of quality and price. Where firms abroad had switched
to new, capital-intensive technologies, contracted-out
aspects of the production process to low-labor-cost

firms in the developing world, those in countries with
less-flexible labor forces have come under increasing
strain.

—Keith Dowding
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COLLUSION

Collusion is a pejorative word. Collusion occurs when
there is a secret agreement and cooperation that bene-
fits those who collude. The agreement is kept secret
because the activity may be fraudulent, deceitful, or
illegal. It has been recognized for centuries. Adam
Smith wrote in 1776 that any get-together of trades-
men in the same industry most likely ended in a con-
spiracy, resulting in either higher prices or another
such conspiracy against the public.

Such collusion between firms that fixes prices may
beillegal. Collusion may be reached without any for-
mal agreement. Indeed, enforcing competitive prac-
tices may not even require evidence that the firms
have any sort of contact at all. They may merely
refrain from undercutting each other’s prices or from
selling in each other’s market areas. Such collusion
occurs when antimonopoly laws exist that prohibit
formal agreements over such activities. Collusion is
hard to prove and may involve enforcers arguing that
the activity of firms colluding in setting prices and
output targets only makes sense in terms of the bene-
fits of collusion. In such cases, firms may be forced to
reduce prices or to sell to suppliersin areas outside of
their normal markets. In that manner, competitive
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practices are forced on firms without actually demon-
strating that they were engaging in illegal activity
prior to those orders.

How can firms collude without ever meeting? In a
competitive setting, each firm will market its goods
until the marginal costs of producing the last good is
equal to the selling price. However, if each restricts
output, the price will be forced up and firms may
enjoy their share of oligopoly profits. A firm can
announce its price and output, which rivals might see
is higher than is sustainable in a competitive situation.
They can choose to follow suit. Such choices are dif-
ficult to sustain in large markets with many sellers
becauseit isin theinterests of each to sell at adightly
lower price, produce more, and take more of the mar-
ket. Once one firm starts to behave competitively, all
firms must follow suit or face losing their entire
market. Sustaining prices and output at oligopolistic
levels is thus a collective action problem that may be
modeled similarly to a prisoner’'s dilemma game. In
the prisoner’s dilemma game, there is a strictly domi-
nant strategy to defect from cooperation, hence collu-
sion should fail.

However, collusion may be sustained just as
collective action may be sustained in prisoner's
dilemma-type situations. If the game is repeated, the
folk theorem tells us that cooperative solutions are
possible. If each firm sees that all other firms are
keeping prices high and restricting output, then each
may aso do the same. Collusion is, thus, easiest in
markets with fewer firms and where the price of the
commodity is readily gauged by all firms. Therefore,
collusion ismuch easier in markets for new cars, espe-
cialy where firms control the outlets for their cars,
than it isin markets for fresh fruit.

—Keith Dowding

See also Capitalism; Corporate Governance; Market; Political
Economy; Political Exchange

Further Readings and References

Kreps, D. M. (1990). A course in microeconomic theory.
London: Harvester Wheatsheaf .

Smith, A. (1976). The wealth of nations. Oxford, UK:
Clarendon.

COMMISSION ON
GroBAL GOVERNANCE

The Commission of Global Governance was estab-
lished in 1992. Made up of twenty-six members
al acting in their own individual capacity, the
Commission sought to suggest new ways the inter-
national community could cooperate to further an
agenda of global security. Their understanding of
security took a broader definition that included human
and planet well-being. Among the Commission’s self-
declared aims were securing peace, sustainable devel-
opment, and universal democracy. Consulting past
reports and international experts, the Commission
analyzed global change and new challenges to global
governance with the intention of mobilizing political
collaboration on an international level. They hoped
that their evaluation of the strengths and weaknesses
of globa governance would provide a framework for
future effective governance and inspire nations to
adopt a more global perspective.

The Commission of Global Governance came
about at the end of the Cold War. Aslater explained by
the Commission itself, they believed that the easing of
East-West tension created a better environment for
global cooperation. Therefore, they sought to reexam-
ine the best means of achieving a new global order.
The Commission was founded in the aftermath of
two preceding meetings organized by West German
Chancellor Willy Brandt. The first meeting held in
January 1990 in Kdningswinter, Germany, reunited
members of the Independent Commission of Disarma:
ment and Security Issues, the World Commission of
Environment and Development, and the South
Commission. The attendees believed that athough
there seemed to be overall improvement in world
affairs, there was still a need for further commitment
to multilateral action and global cooperation. The
Sockholm Initiative on Global Security and
Governance, issued in April 1991, articulated the
desire for a more-proficient system of global gover-
nance. The Commission of Global Governance was
thus set up in April 1992 to further explore the new
challenges of globa interdependence. Willy Brandt
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invited former Swedish Prime Minister, Ingvar
Carlsson, and former Secretary-General of the
Commonwealth of Guyana, Shridath Ramphal, to
cochair the Commission. Together, they presented
the proposal for the Commission to the United
Nation's Secretary-General Boutros Boutros-Ghali,
who assured them of his support for their project of
reassessing multilateral action.

The Commission of Global Governance's greatest
contribution to international affairs was their report
titted Our Global Neighborhood. First published in
1995, it presented the Commission’s conclusions
and recommendations for discussion at the General
Assembly of the United Nation's fiftieth anniversary
session. Divided into seven chapters, the report
served as “a call to action,” encouraging world lead-
ers and nongovernmental actors to work together
toward achieving the goals expressed by the
Commission. The beginning of the report explored
the changesto the global outlook that allowed for this
reassessment of future governance. Once the idea of
a new world was established, the Commission pro-
posed a common world ethic and the adoption of
international values, including the respect for life,
liberty, justice, and equality. The Commission also
presented new policies for improving global security,
which incorporated military and nonmilitary factors,
managing economic interdependence, reforming the
United Nations, and strengthening the rule of interna-
tional law. With its many innovative recommenda-
tions, Our Global Neighborhood has served as a
blueprint for global governance and has become a
key reference for discussions and debates on multilat-
eral cooperation.

—Jessica Erin Unterhalter

See also Global Governance; Human Security; International
Law and Treaties, Sustainable Development; United
Nations

Further Readings and References

The Commission on Global Governance. (1995). Our global
neighborhood: The report of the commission on global
governance. New York: Oxford University Press.

COMMON BUT DIFFERENTIATED
RESPONSIBILITIES

Common but differentiated responsibilities (CBDR) is
a principle of international environmental law estab-
lishing that al states are responsible in the face of
global environmental destruction, yet not equally
responsible. It balances out, on the one hand, the need
for all states to take responsibility in the face of global
environmental problems, with, on the other hand, the
necessity to recognize the wide differencesin the lev-
els of economic development; for these, in turn, are
linked to the states' contribution to, as well as their
ability to address, these problems. It was formalized
into international law at the 1992 United Nations
(UN) Environment and Development Conference in
Rio de Janeiro.

CBDR resolves a tension between two older
notions of environmental governance. On the one
hand, the idea of a “common responsibility” spoke
directly to the notion of “common heritage of
mankind,” acknowledged by a 1967 UN resolution
that had first emerged as an expression of concern for
the loss of natural resources belonging to al (espe-
cialy maritime, such as whales and tuna). The 1992
UN negotiations were organized around the four key
themes of climate change, deforestation, desertifica-
tion, and biodiversity degradation. All were environ-
mental problems whose global repercussions brought
home the need for a collective response, which
needed, in turn, to be grounded in a common respon-
sibility. In lega terms, CBDR describes the shared
obligation of two or more states toward the protection
of a particular environmental resource. On the other
hand, the need to establish variegated levels at which
different states can effectively enter into a collective
response, according to both their capacities and their
levels of contribution to the problem, was recognized
since the first UN conference on the environment in
1972 (it was featured explicitly in the Stockholm
Declaration).

At the practical level, CBDR emerged at the 1992
conference as a compromise between the positions of
developed and developing countries with regard to
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environmental protection. It aimed at bringing about
the conditions of environmental governance that, to be
effective, needed to be asinclusive as possible. At the
ethical levd, it is an expression of general principles
of equity in international law. It recognizes the his-
toric correlation between higher levels of develop-
ment and a greater contribution to the degradation of
global environmental resources, such aswater and air,
and enables the sharing of responsibility accordingly.
It establishes that developed countries that have been
ableto develop for longer, unimpeded by environmen-
tal restrictions, now need to take a greater share of
responsibility.

The various occurrences of the CBDR in interna-
tional lega texts include the Rio Declaration, where
it is enunciated as “Principle 7,” and the Climate
Change Convention, together with its 1997 Kyoto
Protocol. It was retroactively incorporated into the
Vienna Convention and Montreal Protocols on sub-
stances that destroy the ozone layer. Practicaly, it
entails the deferral of developing countries' compli-
ance with the objectives of these environmental
conventions.

CBDR is not unanimously accepted among devel-
oped countries. At the Rio negotiations it was
rejected by the United States, who have since condi-
tioned its participation in any restrictive scheme on a
specific commitment from developing countries to
participate as well (the 1997 Byrd-Hagel Resolution).
Asaresult of thislack of consensus, CBDR has been
relatively sidelined in environmental governance
debates.

—Charlotte Epstein
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CommoN Goobp

From the era of the ancient Greek city-states through
contemporary political philosophy, the idea of the
common good has pointed toward the possibility that
certain goods, such as security and justice, can be
achieved only through citizenship, collective action,
and active participation in the public realm of palitics
and public service. In effect, the notion of the com-
mon good is a denia that society is and should be
composed of atomized individualsliving inisolation
from one another. Instead, its proponents have
asserted that people can and should live their lives as
citizens deeply embedded in social relationships.

The notion of the common good has been a con-
sistent theme in Western political philosophy, most
notably in the work of Aristotle, Niccolo Machiavelli,
and Jean-Jacques Rousseau. It has been most clearly
developed in the political theory of republicanism,
which has contended that the common good is some-
thing that can only be achieved through political
means and the collective action of citizens participat-
ing in their own self-government. At the sametime, the
notion of the common good has been closely bound up
with the idea of citizenship, a mutual commitment
to common goods and the value of palitical action as
public service. Therefore, it has played a prominent
role in the defense of republican constitutional
arrangements, notably the defense of the Constitution
of the United States in The Federalist Papers.

In Book | of The Poalitics, Aristotle asserted that man
is political by nature. It is only through their participa
tion ascitizensin the political community, or polis, pro-
vided by the state that men may achieve the common
good of community safety. It is only as a citizen and
through active engagement with politics, whether as a
pubic servant, a participant in the deliberation of laws
and judtice, or as a soldier defending the palis, that
the common good can be achieved. Indeed, Aristotle
argued that only matters of the common good are right,
matters for the rulers’ good are wrong.

The notion of the common good was next taken up
in the late fifteenth and early sixteenth centuriesin the
work of Machiavelli, and, most famously, in The
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Prince. Machiavelli contended that securing the
common good would depend upon the existence of
virtuous citizens. Indeed, Machiavelli developed the
notion of virtu to denote the quality of promoting the
common good through the act of citizenship, be it
through military or political action.

For Rousseau, writing in the mid-eighteenth
century, the notion of the common good, achieved
through the active and voluntary commitment of citi-
zens, was to be distinguished from the pursuit of an
individua’s private will. Thus, the “general will” of
the citizens of a republic, acting as a corporate body,
should be distinguished from the particular will of the
individual. Political authority would only be regarded
as legitimate if it was according to the general will
and toward the common good. The pursuit of the com-
mon good would enable the state to act as a moral
community.

The importance of the common good to the repub-
lican ideal was notably illustrated with the publication
of The Federalist Papers, in which Alexander
Hamilton, James Madison, and John Jay provided a
passionate defense of the new Constitution of the
United States. Madison, for example, argued that
political constitutions should seek out wise, discern-
ing rulersin search of the common good.

In the modern era, instead of a single common
good, an emphasis has been placed upon the possibil-
ity of realizing a number of politically defined com-
mon goods, including certain goods arising from the
act of citizenship. The common good has been defined
as either the corporate good of a social group, the
aggregate of individual goods, or the ensemble of con-
ditions for individual goods.

Because the common good has been associated
with the existence of an active, public-spirited citi-
zenry, which has acknowledged the duty of perform-
ing public service (whether political or, in the case of
the ancient Greek city-states, militarily), its relevance
to contemporary governance has been caled into
guestion. In the modern era, the dominant neoliberal
tradition has placed overwhelming importance upon
the maximization of the freedom of the individual as
consumer and property owner, discovering that free-
dom in the private domain of liberalized markets,

rather than the individual as citizen achieving the
common good in the public domain.

Nevertheless, for contemporary governance, the
importance of the idea of the common good remains
in that it identifies the possibility that politics can be
about more than building an institutional framework
for the narrow pursuit of individual self-interest in the
essentially private domain of liberalized markets. The
common good points toward the way in which free-
dom, autonomy, and self-government can be realized
through the collective action and active participation
of individuas, not as atomized consumers but as
active citizens in the public domain of palitics. It also
affords the possibility that political participation can
have an intrinsic value in its own right, in addition to
its instrumental value of securing the common good.

—Smon Lee
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CoMMON MARKET FOR
EASTERN AND SOUTHERN AFRICA

The Common Market for Eastern and Southern
Africa (COMESA) is aregiona economic grouping
of twenty-one sovereign states in the Eastern and
Southern Africa region. Its members include Angola,
Ethiopia, Kenya, Madagascar, Namibia, Sudan, and
Zimbabwe. COMESA countries are considered to be
developing states. Thus, COMESA's central objective
is the attainment of sustainable economic growth and
development throughout the region.

COMESA was launched in 1993. Up until the late
1980s and early 1990s, most African countries
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pursued an economic system that involved the state in
nearly all aspects of production, distribution, and
marketing, leaving the private sector to play a minor
economic role. This system promoted state-led
development, such as subsidized food production.
However, in response to changes in the global order
that witnessed globalization and an emerging consen-
sus that market principles should drive develop-
ment, COMESA envisaged a restructuring of state
functions.

COMESA houses three principal policy directives
with regards to regional governance. First, it calls for
agradual reduction of trade barriers among members,
trade barriers include tariffs or duties on goods enter-
ing a country. Based on the liberal economic law of
comparative advantage, it is thought that all partici-
pating states will benefit from free trade in the region
and that the region will be more internationally com-
petitive as overall production becomes more efficient.
By 2005, eleven COMESA member states were trad-
ing at zero tariffs. Freer trade transfers the state's tra-
ditional control over imports and exports to markets
and private national and international enterprises; the
extent to which the state can steer development is
arguably reduced.

Second, COMESA aims to promote joint develop-
ment in all fields of economic activity and to foster
closer relations among its member states. It is thought
that this commitment to a regional bloc constrains
individual member states; it encourages regional con-
sensus and, thus, a certain harmonization of state
policy. Certain development-related issues, such asthe
environment, can be transboundary and, thus, states
often need to forfeit national policy autonomy for the
regional good.

Third, COMESA looks to enhance relations
between the Common Market and the rest of the
world. Regiona blocs enable countries to combine
their economies in order to attract more investment.
Equally, blocs enable countries to combine their polit-
ical power in order to become a more consequential,
international actor; most COMESA countries are too
small to individually compete in a world market that
is becoming increasingly dominated by large trading
blocs.

COMESA is an intergovernmental institution; its
formal members are states. However, reflecting ideas
of contemporary governance, it is committed to
dialogue with nonstate actors, such as companies,
nongovernmental organizations (NGOs), and employ-
ment unions. It is a suprastate initiative insofar as par-
ticipating states have transferred certain functions
upward to regiona bodies. Its principal body is the
Secretariat, which works to fulfill COMESA's aims
through policy formulation and administration.
COMESA has also helped establish regional institu-
tions that work toward further regional integration.

COMESA has received mixed reviews. It has given
rise to an increase in intraaCOMESA trade and an
inflow of investment into the region. Nonetheless, cer-
tain critics highlight continued devel opment problems
in the region; it has experienced slow or negative
growth rates and millions of people are still deprived
of basic consumption needs. They argue that merely
freeing up regional markets is not sufficient to facili-
tate development; each state should be more active in
enacting regulations that ensure that private enter-
prises trandate their gains into development-related
benefits. As for the wider sphere of global gover-
nance, COMESA isthe only regional African arrange-
ment that has been notified to the World Trade
Organization, so it is considered a good example of
outward-oriented regionalism—outward oriented
insofar asit seeks to continue economic relations with
foreign states and companies. Yet, it often struggles to
reconcile the political and economic differences
among its member states with the need to harmonize

regional policy.
—Smon Carl O’ Meally
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CoMMON-PooL RESOURCE

A common-pool resource is defined by two funda-
mental characteristics. On the one hand, one person’s
use of a unit of common-pool resource makes that
same unit unavailable to anybody else. On the cther, it
is costly to exclude potential users of a common-pool
resource. Some classic examples of common-pool
resources include, but are not restricted to, fisheries,
forests, underwater basins, and irrigation systems.

Common-pool resources pose important challenges
to governance because they are susceptible to overuse.
Thus, common-pool resources are prone to tragedies
of the commons. A tragedy of the commons s present
when individual and group interests are in conflict. In
the case of fishing, fishermen face the temptation to
harvest as many fish as possible because if they do not,
someone else will. Collectively, this leads to tragedy,
even though no one intended it and all realize that they
would be better off if they avoided it.

However, the prediction that the tragedy of the
commons model makes is that individuals' interests
will always come ahead of those of the group, and
because of that, they will not cooperate to devise
solutions to the tragedies. In the 1980s, scholars chal-
lenged this assertion. As aresult, atheory on common-
pool resources emerged.

The first generation of research on common-pool
resources centered its efforts on identifying resource
systems where tragedies had been successfully
avoided. They found a variety of ingtitutional arrange-
ments common to all successful cases and absent on
those that failed. Cases varied across cultures and time,
and the numbers of institutional arrangements found
were many. Most of them, however, aimed at regulat-
ing individual action through rules that users agreed to
abide by so that all users could take into account the
socia benefits and costs of using the common-pool
resource. Although the specific rules adopted to govern
a common-pool resource are extremely numerous,
scholars have identified seven broad categories of rule
types according to their function: boundary rules,
authority rules, position rules, scope rules, aggregation
rules, information rules, and payoff rules. The rule

taxonomy has helped scholars to understand that rules
have a configurational nature. While some rule config-
urations tend to result in tragedies, others can achieve
different policy outcomes.

Whiletheinitial wave of research allowed identify-
ing ingtitutional arrangements that are related to the
emergence and sustainability of collective action for
the governance of common-pool resources, today
scholars are focusing their research efforts in finding
the causal relationships among those institutional
arrangements previoudly identified.

Since the emergence of the common-pool
resources project in the mid-1980s, the study of com-
mon-pool resources has become afield in itself. After
fifteen years of research, some of the most substantive
lessons include (@) the recognition that the model of
the tragedy of the commonsis limited; (b) that auton-
omy to design and change rules, the ability of resource
users to engage in direct communication, and their
salience over the resource are necessary but not suffi-
cient conditions for the emergence of self-organized
institutions; (c) one policy form cannot ensure suc-
cessful governance of all common-pool resources;
and (d) the meaning of success will vary and be
related to the group’s interests.

Finally, some of the major key under-studied issues
on common-pool resources that scholars are trying
to draw attention to include the need to better
understand the dynamics of resource management
ingtitutions, to extend insights to more kinds of
common-pool resources, to understand the effects of
context on resource management ingtitutions, and to
understand the role of linkages across institutions.

—Xavier Basurto
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COMMONWEALTH OF
INDEPENDENT STATES

The Commonwealth of Independent States (CIS) was
established in 1991 as an agreement of regional eco-
nomic and political cooperation after the dissolution
of the Soviet Union. The organization was originally
conceived of as an association to facilitate the disinte-
gration of the Soviet Union and integration of the
post-Soviet states economically and militarily.
Participation by member states has varied based on
the economies and military situation of each state.
Lack of cohesion has characterized the union, as
member states have been reluctant to yield sover-
eignty to the organization.

The CIS has no supranational powers. The mem-
bers are independent and equal subjects. The original
treaty established a common economic space and a
joint defense force. However, each country still uses
its own national currency and maintains its own
national military. There have been gains in coordinat-
ing policies on health care, socia security, migration,
railways, and air traffic control.

The CIS was created in December 1991 by leaders
of Russia, the Ukraine, and Belarus. Armenia,
Moldova, Turkmenistan, Uzbekistan, Tajikistan,
Kyrgyzstan, and Kazakhstan joined later that month,
and Azerbaijan and Georgia were members by 1993.
Of the former Soviet republics, only the Baltic coun-
tries have not joined the organization.

Headquartered in Minsk, Belarus, the structure
of governance in the CIS is composed of severa
councils. The Councils of Heads of State and Heads of
Government have decision-making power. Inter-
ministerial committees exist, such as the Councils of
Foreign Ministers and Defense Ministers. Other parts
of the organization include departmental councils, an
Executive Secretariat, economic organs, and the Inter-
Parliamentary Assembly. Problems encountered by
the various organizational branches of the CISinclude
weakness, nonparticipation by certain countries, and
lack of implementation of decisions.

Decisions are made by consensus, although
members are allowed to abstain in any particular case

without preventing adoption of the decision. This has
resulted in few of the CIS agreements having been
signed by all member states. The CIS also lacks
monitoring or enforcement mechanisms.

Suspicion of Russia has fueled many of the diffi-
cultiesthe CIS hasfaced in devel oping a coherent sys-
tem of regional governance. There is a rift among
integrationists and those who are less interested
in integration. Armenia, Belarus, Kyrgyzstan, and
Tajikistan are known as the more enthusiastic support-
ers, partly due to reliance on Russia. Ukraine and
Georgia are among the skeptical members, due to the
distrust of Russian influence and desire for removal of
Russian troops. Members have complained of
Russia’s disproportionate role in the union.

There have been severa attempts at integration
among members outside of the CIS framework,
including the Central Asian Economic Community
(CAEC) involving Kazakhstan, Uzbekistan, Kyrgyzstan,
and Tgjikistan, and GUUAM (the economic union
comprised of Georgia, Ukraine, Uzbekistan, Azerbaijan,
and Moldova).

—Ani Sarkissian

See also Confederalism; Regional Governance; Sovereignty
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COMMUNICATION

Communication, as the transmission, interpretation,
and management of information, is one of the key
concepts in the field of governance. Communication
implies not only the meaning contained within ideas
and language, but how these ideas are shaped,
shared, organized, and atered throughout society.
Communication is not limited to language, but aso
includes the actions and movements that communicate
ideas. The French sociologist Emile Durkheim argued
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that the most important feature of all social and politi-
cal interaction is communication. For Durkheim, com-
munication is both the transmission of information, as
well as the forms of coordination, conflict, and coop-
eration between individuals. Most importantly, com-
munication is about creating a consensus for how
society is to be understood and organized.

The German political theorist Jirgen Habermas
deepened and specified this definition of communica
tion. He argues that communicative action is atype of
political action that is oriented toward reaching com-
mon understanding. In an ideal, democratic political
environment, communication is the means to achieve
consensus. It operates through dialogic discussions
that aim for resolution of a particular problem or con-
flict. This form of communication, one that is free
from political coercion, will alow the best, or most
rational, argument to triumph and produce agreement
in the public sphere.

Scholars of governance, while agreeing that com-
munication is a key foundation of political life, do not
assume that communication will produce consensus
about how society should be organized or agree on
how conflict should be resolved. In governance, com-
munication is not only about information and persua-
sion, but also about processing, managing, producing,
and organizing information. Theories of communica-
tion in governance examine how changesin social and
political life alter more traditional forms of political
communication. These theories argue that power in
contemporary society is shifting from institutional
structures to fluctuating codes of information, and
now includes the ability to manage and organize infor-
mation. Communication becomes less of a medium
for transmitting information than a mode of operation
in which communication itself transforms and pro-
duces information. Therefore, communication is con-
gtitutive of the contemporary network society, in
which information is the main resource of gover-
nance. Communication has itself become manage-
ment and regulation and is now the form, as well as
the medium, of contemporary governance.

Governance scholars disagree on whether commu-
nication networks operate through human agency or
system structure. Scholars using structural theories of

governance argue that governance operates through
organizational structures of communication, which
include bureaucratic networks of information sharing,
lines of hierarchical authority (or lack thereof),
decision-making procedures, and functional roles of
individuals within governance. Communication oper-
ates through these various networks that define and
shape the nature of governance.

Scholars examining the human, as opposed to
structural, side of governance, argue that people, not
formal structures, are central to the process of
communication. Personal influence and informal
processes of information sharing are more crucia to
the workings of governance than formal structures
or bureaucratic procedures. These scholars find that
shared interests, conflict, negotiation, personal rela-
tionships, power, and influence are the main forms
through which communication networks operate in
the area of governance.

Governance scholar Henrik Bang argued that com-
municative governance is neither hierarchical nor
bureaucratic, but is comprised of the interactive modes
of political communication between political authori-
ties and lay people in a politica community. The
increased complexity of bureaucratic procedures and
information sharing networks induces political leaders
to engage in communication with civil society and
community members in order to gather information on
societal concerns. Contemporary governance operates
through communication with the social communities it
helps to govern, instead of through gathering and shar-
ing information in formal procedures or informal power
relationships within bureaucracy. While Bang argued
that communication must be more dialogical and coop-
erative if it is to succeed in a complex governing sys-
tem, he does not claim that this move is necessarily
democratic. Although communication has become mul-
tilateral across public, private, and voluntary sectors
of society, it often serves to standardize, rather than
democratize, communication throughout society.

—Flisabeth Anker

See also Communicative Action; Communicative Rationality;
Diaogic Public Policy; Discourse; Participatory
Democracy; Political Communication; Translation
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COMMUNICATIVE ACTION

Communicative action refers to a type of interaction
between individual or collective actors (e.g., govern-
ments and nongovernmental organizations), charac-
terized by a deliberative or argumentative exchange.
Communicative action has entered governance
debates as a means to explain dynamics and out-
comes that contradict expectations of actors, who are
commonly assumed to be predominantly oriented
toward maximizing their egocentric interests. A core
hypothesis is that communicative action can foster
collective learning processes that can ultimately
transform conflicting interpretations of an issue into
areas of mutual understanding. Thus, research on this
subject may determine whether the problem-solving
capacity and legitimacy of governance systems may
be increased.

Communication action refers to communication
oriented toward establishing a consensual understand-
ing, which does not imply that actors must be atruis-
tically motivated to achieve consensus. Instead,
communicative acts are seen as inherently consensus
oriented because they entail validity claimsthat essen-
tially cal on others to confirm or challenge them.
Such validity claims are generally of three kinds:
objective truth (e.g., evidence proves global warming
threat), the appropriateness of hormative criteria (e.g.,
something should be done to address global warm-
ing), and a communicator’s truthfulness (e.g., | am not
disguising my rea motives). Moreover, actors are
thought to intuitively know what would invalidate
their (often implicit) claims. This feature of commu-
nicative action is critical because it alows claims to
be challenged on a speaker’'s own implicit terms. Not

al communication falls into this category. For example,
a state ceasing diplomatic relations with another does
not call for deliberation. However, publicly communi-
cating that a country risks invasion because it has
secret weapons banned by international law raises the
three kinds of validity claims previously mentioned
(i.e., weapons exist, legal norm applies, speaker's
statement is truthful).

The communicative action concept is generally
linked, or even merged, with the concept of commu-
nicative rationality. While communicative acts may be
ignored, increasing communicative action among
actors is thought to evince a collective learning
dynamic that follows the logic of communicative
rationality, which acts to filter out flawed reasoning
and expand the pool of shared beliefs.

The inherently noncoercive nature of this commu-
nicative logic does not require strategic goals and
tactics to be entirely absent. For example, certain
firms or governments may enter a discussion only
in response to outside legal pressure. Even if they
merely begin by denying the existence of a problem
(e.g., corruption), either out of a genuine conviction or
because they want to conceal something, their denial
includes an implicit suggestion that certain evidence
could potentially invalidate their denial. If strong evi-
dence is produced, then they may or may not be per-
suaded. But pressure likely exists for them to appear
at least concerned that their previous denial has been
serioudly challenged.

This example highlights some lingering questions
about the relationship between governance and this
hypothesized communicative logic. Which factors
encourage communicative action or pressure actors to
care if their claims are discredited? How can gover-
nance systems tap into this deliberative potential with-
out becoming flooded by input or dominated by the
best-funded perspectives?

—Christopher M. Tucker

See also Communication; Logic of Appropriateness;
Organizational Learning; Participatory Democracy;
Political Communication; Public Sphere; Rational Choice
Theory; Rationality; Reflexivity; Sensemaking; Social
Constructivism
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COMMUNICATIVE RATIONALITY

Communicative rationality characterizes a particular
logic of interaction among individual (or collective)
actors that is determined by argumentative processes.
This differs from cases in which payoff structures
constrain the strategic calculations of actors (e.g.,
trade negotiations) or situations where actors unques-
tioningly adhere to socia norms. Communicative
rationality occurs via an argumentative process, in
which actors come to a mutual consensus on the most
persuasive arguments. The implication that institu-
tional factors can facilitate collective learning and
noncoercive coordination links this concept to debates
about current challenges (e.g., globalization) and to
the problem-solving capacity and democratic
legitimacy of contemporary governance systems.
Thus, communicative rationality provides a frame-
work for understanding—and evaluating the moral
status of—the governance of political and social
institutions, which may range from narrow (e.g., com-
mittee procedures) to broad in scope (e.g., political
systems).

Communicative rationality evokes a procedural
logic that is rooted in argumentative exchange
between actors in a socia setting. This logic is
expressed in a collective learning process, in which
certain arguments become mutually recognized as the
most persuasive. Because persuasion trumps all other
forms of influence, this procedura rationality is
thought to be consensus oriented. Thus, even the use
of dubious arguments for strategic goals does not
inhibit the procedural logic from filtering out the bet-
ter arguments.

The roots of this logic are captured by the concept
of communicative action. Unlike other forms of
social action (e.g., threats), communicative—or

speech—acts entail (often implicitly) validity clams
about the following: factual truths, a norm’s applica-
bility, and the communicator’s truthfulness. Actors are
assumed to have an intuitive grasp of the conditions
that would objectively determine their claims' valid-
ity, and this opens them to being criticized on their
own terms.

These features of communicative action represent
latent communicative potential. Just as improving
legal structures can unleash entrepreneurial innova-
tion and competition, the following three ideal condi-
tions are thought to encourage communicative action
and rationality: (1) open access to the discussion, (2)
willingness of actors to accept the most persuasive
arguments, and (3) willingness of actors to back their
claims with reasons and an openness to having them
challenged. These conditions serve as conceptua
benchmarks and, like perfect markets, are not neces-
sary to evince the hypothesized logic.

Various implications can be anticipated from inter-
actions that come comparatively close to these idea
conditions. First, situations characterized by commu-
nicative rationality are decidedly egalitarian because
all sources of influence (i.e., force, mgjority rule, bar-
gaining power, status) are subordinated to the persua-
sive power of the “best argument.” Second, unlike
individualistic conceptualizations of cognitive learn-
ing, communicative rationality implies a form of
socia learning that can transform collective beliefs
about how the world works (e.g., certain pollutants are
lethal) or how norms should be applied to situations
(e.g., civil rights should apply to al citizens). This
hypothesized form of learning is aprecursor to behav-
ioral change and challenges the assumption that self-
interest perceptions are unchanging. If empirically
supported, it followsthat institutional reformsto facil-
itate communicative rationality could reduce gover-
nance problems stemming from the appearance of
irreconcilable interests.

—Christopher M. Tucker

See also Communication; Deliberative Democracy;
Groupthink; Logic of Appropriateness; Organizational
Learning; Participatory Democracy; Pragmatism; Rational
Choice Theory; Rationality; Reflexivity; Sensemaking;
Social Constructivism; Strategic Planning
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COMMUNISM

The meaning of the term communism is more eastic
than has often been supposed by commentators or by
its detractors or defenders. It gained purchase as a
concept largely because Karl Marx and Frederick
Engels (bent on distinguishing their doctrine from the
Socialism of the 1840s, which was overwhelmingly
middle class, reformist, and French) insisted on call-
ing their celebrated document of 1848 The Manifesto
of the Communist Party. Marx and Engels aso deci-
sively redefined and set their seal on communism by
divesting the term of its heretofore clandestine and
conspiratorial connotations. (Marx and Engels con-
sented to the use of the term socialismto refer to their
doctrine only when socialism itself had undergone
shiftsin its meaning.)

Upon the success of the 1917 Bolshevik
Revolution in Russia, Vladimir Lenin began calling
Bolshevism (a term that had minoritarian connota-
tions) communism, largely out of afelt need to distin-
guish it from the orthodox “ evolutionary socialism” of
the German Social Democratic Party and the Second
International (1885-1914). The success of what was
now called communism—which by contrast with evo-
lutionary socialism owed nothing to parliamentarism
or the ballot box—was foreseen by few and planned
by fewer. (Much the same could be said of the ulti-
mate demise of Soviet communism.) Lenin drew
inspiration both from the Paris Commune of 1871, the
most celebrated working-class uprising of the nine-
teenth century, and from Marx’'s The Civil War in
France (1871), a spirited defense of the commune. In
calling the commune the ideal political form in which
to emancipate labor, Marx effectively set his seal on
the nineteenth- and twentieth-century understandings
of communism.

The revolutionary success of communism in its
Leninist incarnation did little to rob the term of its
elasticity or to reintroduce a pre-Marxian conspi-
ratorialism. The meaning of communism was now
stretched to cover not just insurrection and expropria-
tion, but also the more positive tasks of political,
social, and economic reconstruction in the absence of
private property relations. It is along these lines that
communism may be understood as the major palitical
innovation or experiment of the twentieth century,
especialy during its expansionist phase after World
War |1. Communism may also be understood, interna-
tionally, as the main twentieth-century counterweight
to the ideology of the U.S. national security state.
Communism, again, may aso be understood as Serge
Halimi understands it (with reference to its Marxian
roots)—as a thoroughgoing critique in advance of
capitalist globalization. Recent developments in
China, where the shift to capitalism was effected
under otherwise rigidly communist rule, may be
regarded as an illustration of this last understanding.

—Paul Thomas

See also Authoritarianism; Marxism; Social Democracy
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COMMUNITARIANISM

Communitarianism refers to various social and politi-
cal theories that broadly share an emphasis on, first,
the social nature of human existence, and, second, the
advantages of a society based on strong, shared moral
values. Many communitarians also emphasize therole
of religion, work, and family in sustaining such a soci-
ety. Communitarian ideas arose to prominence in the
1980s, in part as responses to neoliberal governments,
which were seen as promoting individualism and,
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according to some of their critics, thus condoning
materialism and selfishness.

There are two main varieties of communitarianism—
philosophical and sociological. Philosophical commu-
nitarians oppose abstract ideas that are prominent in
contemporary liberalism (notably, the thin concept of
self and the priority of the right over the good). They
argue that we are embedded in communities, tradi-
tions, and ways of life, which give us our values, iden-
tities, and loyalties. They aso argue that we can
justify moral principles, at least initially, only from
within communities and traditions. However, it is the
sociological communitarians that have had an impact
on contemporary governance, mainly by inspiring
some policies of welfare reform. Sociological com-
munitarians insist on the importance of strong, shared
values as a prerequisite of a well-functioning society.
The leading exponent of such communitarianism is
Amitai Etzioni, who spent a year in the White House
as a senior adviser on domestic affairs, and who later
founded the Communitarian Network.

Sociological communitarians deploy a temporal
narrative to explicate their main ideas. Etzioni argues
that the 1950s were, at least in the United States, a
time of stable values and so a viable community. A
widely shared set of values, based to some degree on
the dominance of Christianity, gave people a strong
sense of duty to family, community, and society.
Although the society based on these values involved
coercive breaks on autonomy, especialy for groups
such as women and ethnic minorities, it had an
admirable moral vitality. For Etzioni, moral vitality is
the foundation of socia order and so of primary
importance, even though it involves a loss of auton-
omy. He argues that we need a bal ance between com-
munity and autonomy, between individua rights and
social responsibilities. Whereas the 1950s exhibited
an admirable community, the 1960s and 1970s
brought an excess of autonomy, which was apparent
in the growing sense of entitlement, the neglect of
responsibilities, the decline in respect for authority,
and consequent social problems, including a welfare
dependency widely associated with the underclass.
Communitarians often identify the source of this
excess of autonomy in the countercultural movements

of the 1960s. They believe these movements under-
mined values such as hard work and thrift, while also
encouraging new socioeconomic patterns, such as the
entry of women into the labor market, which limited
the time people could give to family and voluntary
action in the community. The consequent excess of
autonomy appeared in both welfare liberalism and
neoliberalism.

Communitarians typically argue for a reassertion
of strong values to stop the moral drift that they
believe has occurred since the early 1960s. They
associate strong values with religion, work, and
family. In this view, work and family teach people
responsibility and self-reliance, while also involving
them in society. Work and family bolster self-esteem,
purpose, and the sense of contributing to a commu-
nity. And work and family encourage peopleto relate
their individual choices to their collective responsi-
bilities. Hence, many communitarians advocate
welfare-to-work programs and measures to support
families. William Galston has argued, for example,
that the state should promote marriage actively,
while making divorce more difficult for couples with
children. Many communitarians suggest that just
such an emphasis on work and family is the best way
to attack poverty. They think that stable intact fami-
lies offer the best solution to poverty for children.
They also think that paid employment offers the best
solution to the adult poverty of the underclass. More
generally still, communitarians advocate policies to
promote family and work as ways of ensuring a gen-
eral shift from a culture of autonomy toward one of
community. They want to reestablish a link between
rights and responsibilities; they want to tie the rights
we enjoy to our fulfillment of corresponding duties.
In their view, much of the value of work and family
derives from the fact that they are where we learn
best to be responsible: The state is, in contrast, the
paradigmatic institution from which we demand
rights.

Critics point to a tension between the communi-
tarians' invocation of strong values and their idea of
an inclusive community. At times, communitarians
elide inclusion with the activities through which we
fulfill our duties: The unemployed are socially
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excluded, so to bring them into the workforce is to
enable them to participate in the economy. At other
times, they suggest that the community consists of
umbrellainstitutions that bind people together within
civil society.

In the United Kingdom and United States, govern-
ments have drawn on communitarian ideas in
their programs of welfare reform. The communitarian
emphasis on work as a tutor of responsibility
has inspired welfare-to-work schemes. With these
schemes, the state attempts to tackle social exclusion
by bouncing people into work where, it is hoped, they
will learn responsibility and gain self-esteem, as well
as becoming self-supporting financially. Governments
have established “New Deals’ under which they
accept a responsibility to create opportunities for
work and training, while in return, the unemployed
accept the reciprocal responsibility to seek and accept
such opportunities. Such “New Deals’ sometimes
require the unemployed to undertake full-time edu-
cation or voluntary work, or else they have their
benefits cut.

—Mark Bevir

See also Civic Republicanism; Neoliberalism; Sociology
of Governance; Welfare Reform

Further Readings and References

Bevir, M. (2005). New Labour: A critique. London:
Routledge.

Etzioni, A. (1993). The spirit of community: Rights,
responsibilities, and the communitarian agenda. New
York: Crown.

Eztioni, A. (Ed.). (1998). The essential communitarian
reader. Oxford, UK: Rowman & Littlefield.

Galston, W. (1991). Liberal purposes: Goods, virtues and
diversity in the liberal state. Cambridge, UK: Cambridge
University Press.

Mulhall, S., & Swift, A. (1996). Liberals and
communitarians. Oxford, UK: Basil Blackwell.

COMMUNITY ASSOCIATION

See NEIGHBORHOOD A SSOCIATION

CoMMUNITY ORGANIZING

Community organizing is a method of engaging and
empowering people. Its main purpose is to increase
the influence of groups historically underrepresented
in policies and decision making that affectstheir lives.

Community organizing is both a tactic to address
specific problems and issues and a longer-term
engagement and empowerment strategy. Longer-term
objectives of community organizing are to develop the
internal capabilities and to increase the decision-making
power and influence of underrepresented groups.

Community organizing is often a place-based
activity, used in low-income and minority neighbor-
hoods. It is also used among common interest-based
“communities’ of people, such as new immigrant
groups, who have limited participation and influence
in decision making that affect their lives.

In community organizing, members of communi-
ties are organized to collectively act on their shared
interests. Saul Alinsky is commonly recognized asthe
godfather of community organizing. Alinsky emerged
as a community organizer in the second half of the
1930s. His thinking about organizing was strongly
influenced by the militant labor movement in the
United States emerging at the time. Alinsky’s
approach emphasized: democratic decision making,
the development of indigenous leadership, the support
of traditional community leaders, addressing peopl€e’s
self-interest, use of conflict strategies, and fighting for
specific and concrete results. In the late 1960s and
1970s, many liberals and liberal-leaning foundations
embraced his method of community organizing as an
alternative to the radical activism and rebellion at the
timein U.S. cities.

The focus of Alinsky-type organizing is on
strengthening the internal ties among people sharing
similar values and interests. Working mainly through
established organizational networks, such as churches,
these efforts mobilize residents for actions that con-
front powerful people and institutions in an effort to
get them to act differently. In conflict organizing,
strong internal community ties are thought to be
sufficient to empower people and effect change. In
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practice, some conflict organizers explicitly reject
devel oping associations with those in power for fear of
having group members coopted when sharing respon-
sibilities with people in an advantaged positions.

An alternative approach to conflict-based
community organizing is the consensus approach.
Consensus organizing emerged in the last decade of
the twentieth century. In contrast to conflict organiz-
ing, consensus organizing pays attention to the
development of strong and weak ties; namely, both
the nurturing of internal cooperation among commu-
nities of interest and creating working relationships
to those in power and with influence. The goal is to
create new organizations and leaders that are more
broadly rooted, with an emphasis on establishing
new positive linkages to government and other
decision-influencing institutions.

—Ross Gittell

See also Anarchy; Capacity Building; Citizenship; Civic
Capacity; Collective Action; Empowerment;
Neighborhood Association
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CompeTiTION Policy

Competition policy aimsto ensure that competition is
not restricted or undermined in ways that are detri-
mental to the economy and society. It is predicated
upon the idea that competitive markets are central
to investment, efficiency, innovation, and growth.
Competition policy emerged in the United States in
the late nineteenth century, when it became apparent
that competition was prompting larger firms to try to
lessen the competitive pressures through the formation

of cartels, with detrimental effects on smaller firms
and consumers. Consequently, in the United States, it
is more usually referred to as “antitrust.” Since the
1990s, competition policy’s importance hasincreased,
both in its spread to ever more economies and in its
prominence as a policy tool, as the popularity of poli-
cies to promote national champions has, in theory at
least, decreased.

There are three main areas traditionally covered by
competition policy: restrictive practices, monopolies,
and mergers. Restrictive practices—for instance, col-
lusion by competitor firms to fix prices—are gener-
ally prohibited under competition policy, though this
is not the case with all collaboration; it isincreasingly
common for even the largest multinational firms to
collaborate with competitorsin areas such as research
and development. With monopolies, it is the abuse of
a monopoly position, rather than its existence per se,
that is addressed through policy. The regulation of
privatized utilities illustrates this point clearly: The
transfer of large numbers of state-owned utilities into
the private sector has necessitated regulatory strate-
gies to maintain the benefits of economies of scale
associated with a monopoly network provider, while
combining this with the introduction of competition
where possible. Mergers have traditionally been the
most controversial, and consequently, the most politi-
cized, of the areas of competition policy, not least
because the judgment required as to whether a partic-
ular merger will result in a damaging reduction in
competition that outweighs any potential benefits is,
frequently, debatable.

From a governance perspective, the most notable
development in competition policy is the trend toward
devolving responsibility for its implementation to
independent agencies, at arms length from govern-
ment (though the degree of independence varies
considerably). This is perhaps best explained as an
attempt to “depoliticize” competition policy; to make
it, or at least to make it appear, neutral, predictable,
and rules based, and not subject to the short-term
concerns of elected politicians. However, it has also
increased the influence that these agencies have on the
development of policy and itsimplementation as their
expertise has grown.



128 Competition State

Where once competition policy was contrasted
with regulation—the idea of the promotion of compe-
tition was diametrically opposed to regulation in the
eyes of many—the distinction is now less clear-cut.
Asthe example of the privatized utilities shows, there
is no strict boundary between the two. However, com-
petition agencies can be distinguished from industry-
specific regulators: The former are responsible for
policy throughout the entire economy, setting overall
policy, and normally have a reactive role in respond-
ing to suspected breaches; industry regulators will
have a far-narrower scope but greater ex ante powers
of rule setting. This has prompted the distinction
between regulation of competition and regulation for
competition.

—Phil Larkin
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Market; Market Failure; Regulation; Regulatory
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COMPETITION STATE

Globalization is not just about economics—more
open trade, financial globalization, or the internation-
alization of production. States and political actors are
among the greatest promoters of globalization, |ead-
ing to a transformation of the state itself—from the
postwar national industrial welfare state (IWS) to a
competition state. The essence of the IWS lay in the
state’s capacity to insulate key elements of economic
life from internationa market forces—not merely

protecting the poor and helpless from poverty and
pursuing welfare goals such as full employment or
public health, but also

e regulating business in the public interest,

e “finetuning” business cycles,

e nurturing “strategic industries” and “national
champions,”

e integrating labor movements into neocorporatist and
collective bargaining processes, and

e managing international trade and capital movements
so as to reinforce the previously mentioned—the
“embedded liberal compromise.”

But this compromise was eroded in the 1960s and
1970s by increasing domestic structural costs (the
“fiscal crisis of the state”), as well as by growing
external trade and international capital mobility.
Today, the main aim of state actorsis to make domes-
tically based economic activities as competitive as
possible in global markets. This mainly involves

¢ amove from macroeconomic to microeconomic inter-
ventionism in both regulatory and industrial policy,

e a shift from supporting “strategic” or “basic” eco-
nomic firms and sectors to a strategy of flexible
response to competitive conditions in a diversified
and rapidly evolving international marketplace,

¢ a core focus on the control of inflation and mone-
tarism as the touchstone of state economic manage-
ment, and

o thetransformation of party and governmental politics
away from full employment, redistributive transfer
payments, and socia service provision to the promo-
tion of enterprise, innovation, and profitability in
both private and public sectors.

Potentially the most explosive issue areais regula
tion. Deregulation is not just the lifting of old regula-
tions, but also the formulation of new, promarket
regulatory structures based on genera rules of eco-
nomic behavior rather than specific outcomes. These
are designed to cope with and anticipate shiftsin com-
petitive advantage, as well as to enforce globa mar-
ket-rational economic and political behavior on rigid
and inflexible private-sector actors (as well as on state
actors and agencies). The state itself is increasingly
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marketized too, remodeled around practices copied
from business—that is, the new public management or
“reinventing government.”

The dominant model of the competition state today
is the neoliberal state, associated with the United
States and the United Kingdom—instead of the devel-
opmental or strategic state model of Japan or France,
on the one hand, or the neocorporatist or coordinated
state model of Germany or Sweden. Competition
states also play a crucia external role as enforcers of
the rules and practices of the global political economy
abroad as well as at home. Domestically, they negoti-
ate distributive outcomes among the various winners
and losers from globalization. Thus, paradoxically,
the actual total amount of government economic inter-
ventionism and imbrication in social life can increase
significantly. Promarket regulation can be even more
intrusive than old-fashioned, liberal socia redistribu-
tion. At the same time, the power of the state to con-
trol specific social and economic activities and market
outcomes continues to diminish.

—Philip G. Cerny

See also Antiglobalization; Globalization; Investment
Incentive; Neoliberalism
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COMPETITIVENESS

The competitiveness of businessisafunction of anum-
ber of variables that are affected by public policies.
Some determinants of competitiveness, such as the

ability of management to allocate resources strategi-
cally, are primarily a function of private decisions,
rather than public policy. The level and quality of
education of the workforce, the level and efficacy of
investments in research and development (R&D), the
cost of capital, and economy-wide developments in
communications and data processing technol ogies that
companies can take advantage of are examples of the
kinds of factors that help shape competitiveness. Some
companies may prefer to make these investments
themselves to ensure they recoup the benefits, but
employee mobility may mean that those benefits are
transferred to other employers, and publicly funded
education is likely to play arole in preparing employ-
eesfor productive work. Public goods, such ascommu-
nications and transportation networks, are typically
more efficiently built by governments using tax
revenues than constructed by each company, and the
transaction costs of companies negotiating partner-
ships may be greater than governments simply taking
responsibility for these public goods. The benefits of
research and development investments may be easier
for individual companies to capture, but it is often
more cost effective to pool resourcesfor R&D and cen-
tralize efforts so that experience informs development,
rather than having each company “reinvent the wheel”

The ability of companies to minimize costs plays a
critical role in shaping their competitiveness. They
can reduce costs by becoming more productive, as
well as by reducing labor costs and externalizing as
many of the costs of production and marketing as pos-
sible. Government regulations that seek to force
companies to internalize these costs are particularly
inviting targets for businesses. Businesses can blame
government regulators for job losses if regulatory
burdens are too high and demand reduces regul atory
compliance costs in the name of competitiveness. A
long-standing issue in public policy is how to balance
the competitiveness of business with public pressure
to protect other values, such as jobs and the environ-
ment. Regulatory rules, barriersto entry, difficultiesin
gaining credit, and other policies may stifle business
activity in developing countries as well.

The globalization of markets and trade has made
competitiveness a primary business and political goal.
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Virtually every political and management decision is
subject to the competitiveness test: How will it impact
therelative position of the industries affected in global
markets? Globalization has been widely heralded for
producing a host of benefits, including dramatic eco-
nomic growth, the spread of new technologies, the
expansion of individual freedom and recognition of
human rights, increased flow of information, and
advances in democratic politics and government.
Global competitiveness confirms Adam Smith's
premise that an economy, if freed from political con-
straints so it can compete in global markets, will pro-
duce the greatest wealth of nations.

The globalization of the early twenty-first century
poses a similar challenge: As economic power grows
globally, what kinds of political ideas and institutions
are required to deal with the consequences of that
growth? Among &l the trends associated with the
increased emphasis on competitiveness, two are par-
ticularly important. First, while the globalization of
markets and trade has produced significant benefits,
including economic growth, the spread of new tech-
nologies, individual freedom, and the dissemination
of information, globalization is quite selective and
asymmetrical, and the benefits have largely been con-
centrated in the wealthy countries. In general, regions
blessed with an educated workforce, an effective
transportation and communicationsinfrastructure, and
high levels of income already established do much
better than other areas. During the 1990s, the number
of people earning one dollar a day or less has
remained static at 1.2 billion, while the number earn-
ing less than two dollars a day increased from 2.55
billion to 2.8 billion people. The gap in incomes
between the twenty percent of the richest and the
poorest countries grew from 30 to 1 in 1960 to 82
to 1 in 1995; the average income of the wealthiest
twenty countries is 37 times that in the poorest
twenty countries—twice the ratio in 1970. Economic
conditions worsened considerably in some twenty-
five countries during the 1990s. Inequality is, propo-
nents of markets argue, an inevitable outcome of
globalization and a desirable one insofar as it cre-
ates competitive pressures that drive costs down.
But inequality may become so problematic that it

undermines support for policies aimed at promoting
competitiveness.

Second, global competitive pressures are inter-
twined with growing globa environmental threats.
Some environmental indicators show dramatic
improvement over the past decades. Air and water pol-
lution in many areas, particularly in the weathy
world, are improving. The wesalthier a region is, the
more resources it hasto invest in cleaner technologies
and improved efficiency. Conversely, among the most
pressing environmental problems are securing clean
water and sanitation for the world's poorest residents.
But other indicators suggest that globalization is not
ecologically sustainable. Growth in greenhouse gas
emissions and toxic wastes, the decline of biodiversity
and habitat, the loss of topsoil, and the mining of
aquifers are examples of environmental threats that
inexorably expand with global economic growth.

Such results are not unexpected, given global
competitiveness emphasis on unfettered markets and
blindness to the threats posed by market-based prices
that fail to reflect the true costs of production and fail
to provide the kind of signals essential for making effi-
cient decisions about the use of resources. Proponents
of competitiveness champion the idea of the end of
ideology to promote an uncritical embrace of markets,
free trade, powerful multinational corporations largely
unregulated by public authority, and unrestrained
technological innovation. But competitiveness requires
strong, effective government to ensure that prices
reflect true costs, companies compete rather than col-
lude, and burdens and benefits are fairly distributed.

—Gary Bryner

See also Corporate Codes of Conduct; Globalization; Global
Market; Investment Incentive; Market; Research and
Devel opment
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COMPLEXITY

Complexity theory or the science of complexity isthe
label for a collection of theories that are building
blocks for a system-oriented approach to (social) real-
ity. This body of theories chalenges the ideas of
linearity and order and focuses on nonlinearity, inter-
connectivity, unpredictability, and the major impact
that may be caused by seemingly insignificant factors.
Order isacharacteristic of the practice of governance,
with its rules and regulations, fixed schemes and
schedules, assigned roles, and expectations concern-
ing the behavior of actors. Chaos, on the other hand,
can also be observed: projects that run out of control
and do not finish, budgets that are exceeded despite
strict bookkeeping, minor issues that—once raised—
result in politicians resigning. The notion of complex-
ity theory can help understand how and why the
practice of governance is capricious, as it often is,
despite attempts to control it. Complexity indicates
situations where order and chaos in governance
keep each other in balance. Thisisaso caled the edge
of chaos.

Before turning to the application of complexity
theory in socia science in general, and governance
in particular, the background of these theories is
introduced.

Background and
Development of Complexity Theory

Complexity theory originates in physics, mathemat-
ics, chemistry, biology, and branches of economics
that focus on the dynamics of systems. A number of
important observations in all these fields of science
lead to the development of theoretical notions that
later came to characterize complexity theory. For

example, it was observed that the whole is more than
the parts, and that, therefore, the properties of the
whole cannot be predicted out of the properties of the
constituent parts. Other observations include that ele-
ments can act without guidance of an authority and
that processes are not time reversible. In other words,
the mechanistic, Newtonian worldview that has dom-
inated science for along time was challenged by ideas
about nonlinearity and became known as complexity
theory.

Founding fathers of complexity theory include
William Brian Arthur, Richard Dawkins, Murray
Gell-Mann, John Holland, Stuart Kauffman, Chris
Langton, Ilya Prigogine, and others. Their work
encompasses ideas and concepts about how and
why systems develop (e.g., Gell-Mann, Kauffman,
Prigogine), as well as concepts about the behavior of
elements in such systems (e.g., Langton, Holland).
The concept of systems lies at the heart of complexity
theory. It can be everything, from populations to
chemical compositions or from stock market move-
ments to a set of genes. These systems have been
called complex adaptive systems (CAS) and consist of
active elements that are different in form, capabilities,
and behavior. According to the theory, these active
elements are interconnected, which means that if one
element develops, it will affect other elements. This
brings about a chain of reactions, wherein the magni-
tude of the effects may be diminished by theresilience
of the environment. This resilience comes from the
capacity of other elements to absorb or because these
elements were also triggered by other contraven-
ing events.

Elements are called agents or actors when com-
plexity theory is applied to social reality. They act
according to a limited set of rules that evoke self-
organizing behavior. These rules are often referred to
as simple rules of behavior or schemata. Self-
organizing behavior emerges out of interaction with
other agents by application of theserules. Using these
schemata (in interaction) results in complex patterns
of interaction called emergences and the subsequent
complex development of the system of which the
actors are part. Thisiswhy such systems are deemed
complex. They are deemed adaptive because these



132 Complexity

systems are able to adapt themselves to new situations
through the flexibility or adaptiveness of their con-
stituent parts, that is, the elements or agents, hence,
complex adaptive systems.

The af orementioned mechanisms stem from obser-
vations of the development of populations, chemical
responses, and economic and computated systems. In
turn, they lead to the idea that the ability to adapt is
crucia for systems, as lack of adaptiveness results in
deadlocks. Adaptation to the environment happens
through the mechanisms of negative and positive
feedback loops. Negative feedback loops diminish the
gap between the actual situation and the desired situ-
ation, whereas positive feedback loops increase this
gap, sometimes unintentionally. Both forms of feed-
back can produce a positive or negative outcome.
Feedback loops do not occur sequentially, but simul-
taneoudly, thereby adding to the complexity.

As time progresses, agents attempt to adapt them-
selves to the changing environment. This can be
regarded as a “walk” of an agent through a space-
of-possibilities, where the agent can select a certain
possibility or be forced to do so. The number of
possibilitiesto choose fromisnot unlimited. There are
possibilities that are only theoretical possibilities: far
from feasible or harmful for the agent in question.
There are possibilities that disappear when time pro-
gresses or when a choice from an agent rules out other
possibilities. Over time, possibilities that are more
likely to be chosen will appear, and possibilities that
are not that attractive will disappear. Certain possibil-
ities that are chosen more fregquently than others—for
whatever reason—are called attractors in complexity
theory. Attractors are states within the space-of-
possibilities that appear to—literally—attract agents.

As time progresses and agents follow their rules,
they may face the mechanism of path dependency,
whereby history determines the actual position of
agents. Lock-in effects refer to situations that are dif-
ficult to depart from because the effort needed to
abandon the situation is exceedingly high. The
circumstances of actors will make such situations
appear rational, even though they are inferior to other
solutions. Lock-in effects can be avoided by being
adaptive.

Complexity theory recognizes that although
systems develop toward an equilibrium, there is actu-
ally no single best equilibrium for a system. Rather,
there are multiple equilibriums that provide tempo-
rally best situations—and this can change over time. I
systems cannot keep themselves in a state of dynamic
equilibrium, they tend toward a state of chaos (too
much interconnected to its environment and too little
stability) or inertia (too isolated from its environment,
too much stability). Both situations are not optimal
and provide less potential for prosperity. So far, the
concepts of systems and agents have been used inter-
changeably. This is because of another characteristic
of complexity theory, which recognizes that systems
can be regarded as nested, that is, systems are ele-
ments or agents within bigger systems that are, then,
also elements or agents in even bigger systems. The
division into systems and agents is therefore fuzzy.
The mutual interaction of systems and agentsis called
coevolution.

The mechanisms and developments previously
described can be considered the basic features of com-
plexity. So-called fitness landscapes can help to
comprehend the development of complexity. A fitness
landscape is a three-dimensional rendering where
every agent (of a system) has a unigque position on the
X-, y-, and z-axis. In this landscape, each system (or
agent) seeks a local optimum. It is a dynamic land-
scape because of the aforementioned mechanisms that
ensure ongoing developments. The initial position of
an agent, but also the subsequent actions from other
agents in response to the move of that agent, deter-
mine new positions. A good position is depicted as
peak, whereas an inferior position is depicted asaval-
ley. As all agents move al the time, the fitness land-
scape moves accordingly, making it harder to reach a
peak (i.e., an optimal situation) and to avoid a valley
(i.e., asuboptimal situation).

Complexity Theory
and Social Science

The main ideas and concepts of complexity theory
began to be absorbed by the social sciencesin the late
1990s. Prominent advocates of complexity theory in
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the social sciences in general, and governance in
particular, include David Byrne, Philip Haynes, Steve
Maguire, Bill McKelvey, Eve Mittleton-Kelly, David
Parker, and Ralph Stacey.

Benefits of Complexity
Theory in Social Sciences

There are benefits of complexity theory for the
social sciences, even though it has never been domi-
nated by a Newtonian worldview in the same way as
the disciplines from which complexity, theory has
originated. Complexity theory challenges the ideas
of linearity, predictability, certainty, and dichotomy
between order and chaos. It focuses on the (co)evolu-
tionary nature of systems and agents—often called
actors in socia science—and the mechanisms previ-
ously discussed. Complexity theory can be applied in
all disciplines of the social sciences, providing oppor-
tunities for crossing the boundaries between disci-
plines. The limits to the application of complexity
theory in social sciences are yet to be explored, but
thisway of thinking can require a thorough change of
perspective on social processes. For governance, it
may help to understand why and how matters appear
to shirk away from order, no matter which instruments
for control—such as laws—are applied.

Criticism on Complexity
Theory in Social Sciences

Complexity theory has received considerable criti-
cism from socia scientists. There are two main lines
of criticism. First, critics challenge the claim that
complexity theory is something new. Second, they
guestion whether concepts from scientific disciplines,
such as physics and chemistry, apply to social phe-
nomena. As far as the matter of new ideas is con-
cerned: Complexity theory bears resemblance with
systems theory. It also comes to certain conclusions
concerning governance and public management that
other authors have reached, although from different
theoretical angles. This aside, complexity theory is
gtill a new way of thinking with distinct concepts,
even though the differences may sometimes lie in the
details.

The second line of criticism concerns the appropri-
ateness of applying scientific concepts to the
problems of the social sciences. Concepts and
methodologies from complexity theory that have
value in natural science may not be valid in social sci-
ence. It is argued, for example, that cells behave in
fundamentally different ways than humans. This does
not discount the possibility of using the principles of
how cells behave in order to understand how humans
behave. In the early applications of complexity theory
to social science research, for example, concepts were
used as an analogy rather than as an empirical descrip-
tion of behavior.

Complexity Theory and Governance

So far, we have discussed the fundamental princi-
ples of complexity and their role within the theory. It
isalso useful to illustrate applications of the theory in
the analysis and practices of governance and public
management. These practices include strategies,
structures, and operational management approaches.

Governmental organizations can be seen as com-
plex, adaptive systems, interacting with and within a
dynamic environment of other organizations. By
themselves, they are nested systems:. agencies are part
of ministries, which are part of the larger central gov-
ernment, which is part of a political system, which as
such is part of international systems.

Public organizationstry to influence each other and
actors within society in order to realize their policy
ambitions. The difficulty of realizing collective action
and implementing policy can be explained through the
logic of complex systems. Agents, or actors, within a
policy system act according to their own schemata
with which they interpret external messages. They can
choose to respond to the messages in a number of
ways. Sometimes, their response reinforces steering
attempts of governmental organizations (positive
feedback), sometimes they extinguish them (negative
feedback).

Governance, then, is dealing with the complexity of
coevolving agents and systems. The governing organi-
zation is not steering other actors but engages in an
adaptive walk through different landscapes, such as
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the landscape of international negotiation or the
regional landscape of urban planning. Each landscape
is populated by highly diverse actors. governmental
organizations, societal organizations, interest groups,
private businesses, and citizens. These actors all have
their own schemata and ambitions. Strategic opera-
tions of one actor influence the position and possibili-
ties of the other actors within this particular landscape.
Agents need to effectively handle difficult dilemmas of
cooperation versus competition, exploration versus
exploitation, and openness versus closedness, if they
are to reach their goals and collective action.

Managing Complexity in
Public Organizations

Complexity demands a dedicated managerial
approach in public organizations. The argument is that
(public) managers find themselves in a qualitatively
different world than in the past, where traditional
managerial approaches are not suitable anymore. The
traditional approach includes hierarchical structures,
bureaucratic routines, centralization of power and
decision making, and the desire to plan and to reduce
uncertainty. This different world is characterized by
uncertainty, nonlinearity, unpredictability, and high
dynamics. Recognizing the complexity of the environ-
ment of public organization, and indeed the
complexity of the organization itself, has important
implications for public management. Complexity
theory then turns from a descriptive theory into a
prescriptive theory.

There are three motives to adopt manageria tools
from complexity theory: to assert one's Situation at the
edge of chaos (because that is the condition in which
organizations flourish), to stimulate self-organizing
behavior (because one can't organize and control every-
thing by onesdlf), and to deal with the inherent uncer-
tainty of the dynamic environment (because denying or
attempting to control these dynamics reduces on€'s
capacity to move along with the dynamics).

These goals are demanding for public managers.
Maintaining one's organization at “the edge of chaos’
requires the ability to maintain enough order to avoid
loss in chaos and, at the same time, to be open to
chaos in order to progress and avoid getting stuck.

Governance is about influencing the behavior of
citizens, societal and private actors, through the inter-
active development and implementation of policies.
When public organizations, unilaterally, stick to their
own ambitions, it isnot likely that they get the support
of their environment for realizing these ambitions.
The same applies for other actors. Collective action is
only possible through a process of mutual adaptation.
Governance can be regarded as an attempt to organize
a process of coevolution between the different ambi-
tions and visionsthat are present in a dynamic society.

It is atraditional reflex from governmental organi-
zations to attempt to control processes within and
outside the organization. The dynamics of the envi-
ronment as previoudy discussed teaches us that such
atemptswill beinvain. In such cases, self-organization
can help to create a degree of order in the chaos with-
out needing to control everything. In practice, this
means that operating rules and regulations should not
be too extensive or cover all eventualities, but rather
act to give general directions and alow room for
improvising in ever-changing conditions. Interactive
processes are necessary because they will result in a
joint vision on a specific policy problem that will be
accepted by all actors, rather than imposed upon by
the governmental organization. Managers should
establish the boundaries of such a processin coopera-
tion with other actors but should refrain from detailed
regulations.

Managers also need to deal with uncertainty.
Traditionally, this is done through planning and con-
trol and other techniques that are used in attempts to
reduce uncertainty. However, complexity theory states
that this uncertainty will never disappear and prefer-
ably should be taken advantage of when it opens up
new, unforeseen possibilities.

By abandoning a linear and mechanistic world-
view, complexity theory provides a different way of
looking at (social) redlity. It is also away that is cur-
rently under development in social sciences and prac-
tices of governance.

—Arwin van Buuren and Lasse Gerrits
See also Autopoesis; Dilemma; Multilevel Governance;

Path Dependence; Political Exchange; Self-Organizing
System; Steering
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CompLIANCE CosT

Compliance cost is the money that businesses and
individuals must put forth in order to abide by legida
tion. The case of the United Stateswill be used hereto
exemplify this concept.

When a bill passes through Congress and is sighed
by the president, it hasthe force of law and supersedes
any and all state and local laws on the same matter.
These laws, though aways well intentioned and
meant to improve society, often force costs onto the
more local governments, as well as private organiza-
tions and citizens. This has been especially true since
the 1980s, with the introduction of privatization and
marketization as a private agency that implements the
government’s will as opposed to a branch of the
government. Though these organizations have a sig-
nificant amount of independence in creating and pro-
viding goods, policymakers do not have control over
them. When a federal law is passed, these private

companies must make the subsequent changes within
the company to be in compliance with the new law,
and the money they spend in order to do so is known
as the compliance cost.

While compliance costs were low in the 1980s,
they began to rise drastically during the George H. W.
Bush and Bill Clinton administrations. Laws were
passed that had the potential to help American society,
but it meant changes had to be implemented as well.
The Clean Air Act and the Americans with Disabilities
Act (ADA) in 1990 are the two commonly cited
examples of federal legidation demanding high com-
pliance costs. While environmental protection and
antidiscrimination measures are ideas that everyoneis
in favor of, by the government passing a law at the
national level and demanding its implementation
on the state and local levels, costs are inevitability
incurred. Today, if compliance costs were equally dis-
tributed among all American citizens, each household
would pay approximately $7,000 annually, which
would amount to $670 billion a year. In addition,
these numbers do not count the money provided by
the federal government itself. Often with such laws,
there is some form of federal matching program,
where the federa government does offer a certain
amount of money for the program at hand, but never
enough to cover al the costs.

Regulations and mandates, such as the one previ-
ously mentioned, are considered by many to be
“stealth taxes.” If the government does not have the
money to pay for a program and does not want to for-
mally increase taxes on the public, a piece of legisla
tion such as the ADA is sometimes employed. These
laws can create the changes the federal government
wants on the local levels without having to dedicate
as many resources. These costs are instead trans-
ferred to those the specific legislation affects. With
the passage of the ADA, for example, all companies
had to ensure that their place of business was handi-
cap accessible and it was, therefore, their responsibil-
ity to make sure there are wheelchair ramps, handicap
bathroom stalls, and other such physical amenities.
For this specific law, the compliance cost was incred-
ibly high for businesses around the country that had
to make the necessary structural changes. Regulation
IS a necessary part of accountability and oversight;
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without it, the elected government would be
completely ineffectual. However, costs that come
with these regul ations sometimes outweigh the bene-
fits of the legidation. Policymakers and businesses
alike must determine what regulations are economi-
cally feasible and whether their results are worth the
costs they incur.

—Michele Margolis

See also Forecasting; Regulation
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CONFEDERALISM

Confederalism is widely considered as one of the
many varieties among federal palities. Its main char-
acteristic that makes it different from other forms of
federalism is that it concerns cooperation between
independent, (i.e., sovereign) states. Other types of
federalism consider the constituent parts as a part of
one whole representing them internationally and bind-
ing the parts by means of a constitution. Hence, a
federal state is one sovereign state, whereas a
confederation is not. The (close) cooperation between
states in a confederation is aways based on a binding
agreement—based on an international treaty ratified
by each participating state—which specifies the type
of (functional) cooperation.

In the past there have been several confederations,
such as Switzerland and the United States, that sub-
sequently developed into fully fledged federa states.
At present, the Benelux—Belgium, the Netherlands,
and Luxembourg—and the European Union (EU) are

regarded as confederations. In short, there are few
actua confederations, and it could well be considered
to be atransitory type of state formation, o—asin the
case of the EU—of an emerging polity with a consti-
tution of its own.

The origins and development of confederalism
can be understood by various contextual factors. On
the one hand, there are sociopolitical factors, on the
other hand, political economic ones. The first cate-
gory concerns more often than not an urge either to
“hold together” or to “come together” a certain terri-
tory. Holding together refers to countering centrifu-
gal tendencies that would otherwise jeopardize both
the existence of the parts and the whole (like for
instance the Belgian case between 1970 and 1993).
Coming together is often the result of centripetal ten-
dencies due to geographical reasons and economics
of scale (like, for instance the Australian case before
1901). These developments are almost always histor-
ically determined (path dependency) and strongly
influenced by the geopolitical context (international
status). In particular, during the process of decolo-
nization, the formation of a confederation was
considered as a means to create a new polity of
culturally and economically heterogeneous con-
stituencies (e.g., Indonesia, United Arab Emirates,
and Central East Africa). Yet, most of these “post-
colonial” constructions either do not exist any
more or turned into quasi-unitary states (e.g., the
Russian Federation, formally the Commonwealth of
Independent States).

A formalized agreement between the member
states limits the regulatory capacity of a confedera-
tion. Often the treaty underlying the confederal polity
specifies the shared rules of decision making, on the
one hand, and the authority for functional action, on
the other hand. This distinction is particularly inter-
esting, if one takes a closer look at the history and
development of the coming and holding together of
Europe. It can be contended that the present EU is
an example of a confederation. The origins of the
EU can easily be traced back in terms of centripetal
and centrifugal tendencies that existed in twentieth
century Europe. In other words, it can be argued
that “European integration” is showing a strong
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resemblance to the formation of a confederal polity
in transit.

—Hans Keman

See also Commonweslth of Independent States;
Constitutionalization; Decentralization; Intergovernmental
Relations
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CONFIDENCE-BUILDING MEASURE

A confidence-building measure is an action that
reflects goodwill or a willingness to exchange infor-
mation with an adversary. The purpose of such is to
decrease misunderstanding, tension, fear, anxiety, and
conflict between two or more parties by emphasizing
trust and limiting conflict escalation as aform of pre-
ventive diplomacy. Confidence-building measures
have traditionally been discussed within issues of war,
security, and peacekeeping, but can now be seen
within political and diplomatic spheres.

The Henry L. Stimson Center has outlined four
main types of confidence-building measures. com-
munication, constraint, transparency, and verification.
Communication prevents crisis through averting
tension. The methods involved in communication
measures are hotlines—either presidential or military
based, regional communication centers, and consulta-
tions. Constraint measures control levels and types
of power; this has been achieved in military spheres
through decreasing deployment in certain areas—
specifically borders and prenotification of military
activities. Transparency measures generate openness
between parties by establishing requirements for pre-
notification and information exchange. Verification

reduces vulnerability and mistrust of goodwill in the
military sphere through aerial and ground-based
sensors. In areas of diplomacy, verification is attained
through written agreements, independent observa-
tions, inspections, and treaties.

Confidence-building measures originated during
the Cold War, with hotlines established between var-
ious statesmen and military personnel in the United
States and the Soviet Union. A central example of
the use of a confidence-building measure can be
given in reference to South Asia and the 1972 con-
flict between India and Pakistan. Following this
conflict, the two countries established the following
measures. communication hotlines, an agreement on
prior notification of military exercises, and consen-
sus on the nonattack of nuclear facilities. Follow-
ing these agreements, confidence-building measures
were first formally implemented in the 1975
Helsinki Conference of Security and Co-operation in
Europe.

Beyond military use, the World Trade Organization
introduced various confidence-building measures in
response to the Seattle protests of 2000. The measures
introduced by the then-Director General Mike Moore
and Chairmen of the General Council Ambassador
Bryn specifically focused upon transparency and
communication initiatives: increased participation and
communication to identify the difficulties facing
developing countries, a reassessment of technical
cooperation and capacity-building initiatives, and
increased openness in regards to implementation
issues and concerns.

Confidence-building measures have been criticized
in both the military and diplomatic spheres for their
lack of reciprocal effectiveness. Such measures have
been undermined by the failed peace settlements in
the Middle East and their ineffectiveness in sub-
Saharan Africa and conflict zones where—in some
areas—no shared beliefs, trust, or common interests
exist. Methods of verification can also undermine
communication, constraint, and transparency through
a lack of trust. In regards to the World Trade
Organization, it has been argued that such measures
are mere rhetoric that adversely produces a lack of
confidence among developing countries. It has been
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argued that the concept is only relevant in specific
regard to the Cold War.

—Sophie Harman

See also Crisis Management; Peace Process; Security; World
Trade Organization
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CONFLICT MEDIATION

While governance is defined in myriad ways, particu-
larly during this time of dramatic global transition,
conflict mediation can be and is equated with gover-
nance. Likewise, demacratic governance is advocated
as effective conflict mediation. Simply defined, any
force outside of a conflict mediates when it assists
with that conflict’s management, negotiation, resolu-
tion, or transformation—strengthening of relation-
ships—without the use of force. If all parties to a
conflict agree, athird-party individual, state, group, or
organization not involved in the conflict and often
described as impartial can intervene.

Conflict Mediation'’s
Significance to Emerging Governance

Conflict mediation is growing dramatically, threefold
or more, as state power declines. New regional, inter-
national, and civil society conflict mechanisms
reframe global shifts from sovereigns to the interna-
tional community, confrontation to negotiated collab-
oration, and control to shared capacities. Present
definitions of good governance stress civil society
rather than government. They deconstruct political
will into articulation of interests, exercise of rights, and
mediation of differences. Informal conflict mediation

can satisfy many needs and challenges outside the
purview of formal governance at all levels of society.
For example, the majority of significant global con-
flict is intrastate and ethnic—beyond international
law’s mandate. In response, new programs train
activists and other members of civil society, aong
with international diplomats and lawyers, in the skills
and attitudes of facilitative conflict mediation.

Contemporary Conflict Mediation

Multilevel analysis is necessary to understand evolv-
ing conflict mediation. Traditionally, heads of state
and state representatives mediate conflict through
exercising their power of authority and promising
resources or other support. Distributive bargaining, or
negotiating division, has predominated. Conflicts are
framed as sovereignty or ethnic self-determination,
for example. State-compelled mediation is still preva-
lent, particularly with a high-profile crisis, but
increasingly complemented with more collaborative
mediation initiated by civil society and international
organizations like the United Nations. Integrative bar-
gaining aims to avoid division through constructing
innovative, collective possibilities. Conflict is framed
as partnering to search for options that consider al
interests—how we might respect sovereignty and
ethnic self-determination, for example. Collaborative-
governing mediation aspires to increase sustainable
(durable) resolution through building civil society
cooperation rather than dependence on state oversight.
Restorative justice, another evolving global move-
ment exemplified by truth and reconciliation, com-
bines traditional state and emerging civil society
mediation.

States and international organizations are attempt-
ing to respond to the changing global order by institu-
tionalizing mediation. Transnational corporations are
following this lead. As a result, conflict mediation
is both centralized in government programs, domestic
and international, institutionalized within transna-
tional corporations, and decentralized. Any member
of civil society is free to initiate informal, and some-
times formal, mediation. Conflict mediation isinstitu-
tionalized, yet simultaneously acts as a means for
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institutional reform, providing an alternative to
untrustworthy, nonresponsive, and partial systems.

Some contend that civil society’s roles with con-
temporary governance are providing broad, inclusive
public participation and overseeing accountability;
business's responsibility is promoting efficient effec-
tiveness and government roles are facilitating rule
of law with transparency. However, these lines are
increasingly blurred. Civil society, for example, can
participate in negotiated rule making and, thus, create
rule of law.

Linkages Between Conflict
Mediation and Governance

Many linkages, explicit and implicit, exist between
conflict mediation and the changing nature of gover-
nance. Consequently, conflict mediation has the
potential to build or erode governance. At its best,
democratic mediation bridges legal systems, crosses
cultures, promises transparency, and builds relation-
ships rather than destroys them.

Citizen participation in conflict mediation is
increasingly personal as well as representative.
Multistakeholder process, like the negotiation of
South Africa’s Peace Accords, includes more of those
affected by decisions, interested parties such as non-
governmental organizations and state representa-
tives. The United Nations Economic Commission for
Europe’s Convention on Access to Information, Public
Participation in Decisionmaking and Access to Justice
in Environmental Matter also included nongovern-
mental organizations in the design of its negotiation
process and negotiation. It is lauded as a model for
multilateral policy making, or democratization of
international institutions.

The office of ombudsmen is yet another form of
conflict mediation and governance growing in popu-
larity. The office created by the International Finance
Corporation and Multilateral Investment Guarantee
Agency is one well-studied example. Ethical princi-
ples and independent oversight prioritize civil soci-
ety’s interests in transparency, responsiveness, and
robust accountability through a designated indepen-
dent third party.

The model offered by international commercial
arbitration is spreading as a preferred ombudsmen
like governance structure. Parties in conflict select
three member panels—one chosen by each party or
approved by all parties. A nongovernmental represen-
tative with an established reputation for impartiality,
like the International Red Cross, may be one of the
trusted panelists. Panels mediate conflict and provide
oversight to ensure good faith.

Interesting challenges and questions arise with
changing governance and conflict mediation. What
space do states and international organizations have
for negotiating with civil society within mandates?
Will increasing accountability with human rights
quiet demands for ethnic self-determination? As civil
society initiates sustained and collaborative conflict
mediation, should state territorial integrity be subordi-
nated to advancing democracy?

—Nancy Erbe

See also Negotiation; Ombudsman; Peace Process
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CoNFUCIAN GOVERNANCE

Confucianism refers to the philosophy attributed to
thefifth-century BCE. Chinese thinker, Confucius, and
the schools of thought based on his teachings. While
its dominance in Asian history can be overstated,
Confucianism’s emphases on mutual obligation, on
the leader and dlites as the bearers of moral authority,
and on education and institutions as crucial to shaping
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people’s characters, do characterize widespread East
Asian political ideals.

Confucianism as a political philosophy centers on
the ability of the ruler to persuade by moral force (de),
and on a series of five interlinked social relationships:
parent-child, husband-wife, older brother-younger
brother, ruler-subject, and friend-friend. It suggests
that humans moral potential is malleable and can be
shaped by social and political institutions. If social
relationships are conducted according to well-defined
rituals and rules of propriety (li), if mutual obligations
are fulfilled, and if institutions are properly con-
structed, everything—from the moral condition of
individuals, to the relationships between inferiors and
superiors, to the state itself—will be well-ordered.
Thus, Confucian governance is said to rely on concen-
tric circles of relationships, with virtue believed to
spread outward from the self to permeate one’'sfamily,
one's society, and eventually the universe. The task of
creating institutions and education that promote
people’s moral self-cultivation falls to virtuous rulers
and to the cadres of educated bureaucratic elites that
advise them.

Because Confucian governance advocates clearly
defined social hierarchies and emphasizes the impor-
tance of human relationships, it has been criticized as
promoting a politically disengaged citizenry, focused
on persona relationships, and a tyrannical, elitist
government. Confucianism has also been viewed as
presenting either an aternative or a hindrance to
Western-style economic development, relying as it
does on moral authority and mutual obligations rather
than on rule of law. In the “Asian values’ debates of
the 1990s, Confucian governance’s emphasis on
paternalistic authority was often considered largely
responsible for the rapid economic growth of several
East Asian nations. Confucianism was seen as pro-
moting “top-down” styles of governance in everything
from government-led development policy to the rela-
tionships between company managers and their work-
ers. Since the onset of economic troublesin East Asia
in the late 1990s, this style of economic management
has been equally blamed for the crises.

There have been severa recent attempts to seek
Confucianism support for democratic aternatives to

the liberal forms of democracy dominant in the West,
or for a form of constitutional government “locally
appropriate” to East Asia. Most often, such scholars
argue that Confucianism’'s emphases on humane (ren)
treatment of others, reciprocal obligations, and tight-
knit communities provide a powerful critique of and
alternative to liberalism's atomizing tendencies.
Others advocate dlite-centered forms of governance
that embody Confucianism’s focus on education and
moral virtue.

—Alison Adcock Kaufman

See also Asian Governance; Religion; Taoist Governance
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CoNSsENSUS DEMOCRACY

Consensus democracy is a model of democracy
designed to find and create common ground in plural-
istic societies and to base decision making on consen-
sus. Consensus democracies also seek to allow
different political interests to share power. Some
features of consensus democracy include: executive
power sharing, proportional representation, a balance
between executive and legidative power, bicameral-
ism (having two legislative bodies), and multiple
political parties. Instead of a“winner take all” system,
executive power sharing ensures that one party or
group does not dominate the leadership position.
Proportional representation, reserving positions for
minority membership in proportion to their con-
gtituencies, ensures that no parties or groups are
completely excluded from decision-making bodies.
Though consensus is the aim, such measures seek to
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ensure that all voices are heard. Consensus democratic
practices can be integrated to greater or lesser degrees
into national and local governments, as well as in
private decision-making bodies, such as workplaces.
The aim of consensus decision making is the greater
inclusion of a larger majority, resulting in a broader
satisfaction with outcomes.

Consensus democracy is designed to correct for
some of the problems in majoritarian democracies,
which rely primarily on simple majorities to establish
policies and to choose representatives. Majoritarian
democracies are “winner take al” systems, leaving
minority voters with no input into the outcome of the
decision and no political representation. Majoritarian
systems sometimes make decisions based on narrow
majorities; this means that the will of large minorities
is left out. Consensus democracy seeks to include
the will of more people, arguably making consensus
democracies more properly demaocratic.

Consensus democratic practices have severa
advantages. Increased consensus can enhance unity
and decrease divisiveness. Participants in consensual
processes tend to be more hopeful that their interests
will be taken into account, therefore increasing partic-
ipation. As aresult of this participation, decisionmak-
ers will likely fedl a greater sense of commitment to
the outcome. When processes aim at consensus, more
information is generally gathered and more perspec-
tives weighed and taken serioudly, because a plurality
of views is a part of the discussion. In addition,
consensus democracies tend to reduce antagonism
between opposing groups, in part because through the
consensus-building process participants become less-
wedded-to and less sure of their viewpoints.

Consensus democracies have some disadvantages.
The primary objection to consensual processes is that
they are inefficient. Developing a consensus takes
considerably more time than taking a vote and declar-
ing a winner. The compromise entailed in consensus
decision making can dilute important principles that
might otherwise be expressed in a decision. The
results of consensus decision making are often
ambiguous, making for potentially poorer policies.
Attempts to secure consensus sometimes result in
deadlock when groups are deeply conflicted. When

efforts to build consensus begin to fail, there is arisk
that members may attempt to coerce each other in
order to secure a decision. If the minority capitulates
to the majority during the consensus-building process,
there remains the problem of minority views being
silenced in favor of the group decision.

—Jennifer L. Eagan
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CONSENT

When we grant consent, we permit something to be
done: We relinquish some of our authority in a sphere
of concern where our sovereignty ought otherwise to
be respected. Consent is, under certain conditions,
generally taken to have deep moral significance, but
scholars disagree over what forms of consent generate
what sorts of obligations and what conditions make
consent morally and legally significant.

Consent is fundamental to social contract accounts
of political legitimacy, arising as early as Plaio’'s
Crito, but most prominently in the seventeenth-
century writings of Thomas Hobbes and John Locke.
Both Hobbes and Locke based the legitimacy of state
authority on the consent of those ruled. For Locke,
authority is far more limited and provisional than for
Hobbes, who argued that, in the absence of govern-
ment, rational partieswould find life so miserable that
they would freely consent to an absolute authority that
would secure and maintain order.

In modern moral and legal thought, actual
consent—whether express or tacit—is of great impor-
tance in determining the force of moral obligations
and the validity of contracts. In political thought,
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however, hypothetical consent hasincreasingly played
a central role in justifying particular accounts of jus-
tice and legitimacy. For example, theorists such as
John Rawlsimagine idealized situationsin which par-
ties must choose binding terms of social cooperation;
the legitimacy of these terms is grounded not in any-
one actually accepting them, but in the claim that
agents with certain characteristics, under carefully
specified conditions, would freely choose them.

These characteristics and conditions are important.
Consent-based theories of legitimacy and obligation
generaly agree that consenting parties must be ratio-
nal agents, capable of understanding moral categories
such as right and wrong. We will, of course, often dis-
agree about the substance, scope, and demands of rea-
son and morality, but we must at least grasp such
distinctions for our consent to be meaningful. And for
consent to confer any sort of obligation, it must meet
certain conditions. Consenting parties must be suffi-
ciently informed about the terms they are consent-
ing to, and their consent must be freely given.
Disagreement ensues over what counts as sufficient
information and what forms of coercion and
constraint limit or nullify obligations arising from
consent.

Few people, for instance, would argue that a per-
son, forced at gunpoint to accept an exploitative con-
tract, is legally or morally obligated to adhere to that
agreement. In such a case, consent does not generate
an obligation. But many cases are less obvious. In
modern liberal democracies, are we obligated to obey
alaw that we find, after sincere and informed reflec-
tion, to be pointless and offensive, but which has
emerged from an acceptable democratic process? If
we challenge the law—as conscientious objectors—
should we be punished?

Some scholars take a stringent libertarian, even
anarchist position on such matters: Political authority
is only legitimate insofar as it is grounded in the
express consent of those affected by its exercise.
Others allow that some actions can be taken as evi-
dence of implicit agreement, but nonetheless empha-
size theimportance of actual consent, whether express
or tacit. Other scholars argue that hypothetical consent
is sufficient to confer legitimacy upon basic principles

of political order and that consent is not required for
specific laws and palicies: So long as there are effec-
tive means available for redress and reform, citizens
must obey specific laws, which are legitimate if they
are consistent with afundamental constitutional struc-
ture that would win the consent of reasonable and suf-
ficiently informed citizens. However, critics wonder
if such hypothetical consent can ever really generate
actual obligations. Still other scholars suspect that
legitimacy and obligation are not ultimately grounded
in consent, but instead in the deeper accounts of moral
agency and the good life that make consent seem so
important in the first place.

—Loren A. King
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CONSOCIATIONALISM

The term consociationalism describes a stable demo-
cratic system in deeply divided societies that is based
on an elite cartel. Consociational democracy can be
found in countries that are deeply divided into distinct
religious, ethnic, racial, or regional segments, usually
considered as unfavorable conditions for stable
democracy. Thetwo central characteristics of consoci-
ationalism are government by grand coalition and seg-
mental autonomy. Government by grand coalition
describes the ingtitutional setting in which representa-
tives of all significant segments participate in com-
mon decision making with regard to common concerns,
whereas decision making remains autonomous for
al other issues. In al respects, consociationalism
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contrasts profoundly with majority-rule democracy.
While the notion of consociationalism has been
known since the seventeenth century, it was conceptu-
alized in the 1960s, in particular by Arend Lijphart
and is used today as both an analytical and a norma-
tive category. Based on a number of factors, it takes
different forms in different countries, and it has
become widely criticized.

Profound socia cleavages, such as ideological,
religious, ethnic, class, or language, are generally
accused of being obstaclesto the establishment of sta-
ble democratic systems. When cleavages are cross-
cutting, in the sense that an individual is member of a
different social segments, the risk is considered to be
limited, as this situation creates pressures that have a
moderating effect on socia conflicts. If the social
cleavages and pressures coincide, however, the
chances are rather poor to create stable democratic
political systems. But it seemed that such systems did
exist and had become stable. The explanation was that
elite groups could coordinate in order to avoid conflict
if social cleavages were not to be cross-cutting.
Generalizing from a number of case studies and elab-
orating on the term used by a number of studies on
African political regimes, Lijphart distinguished in
the 1960s four characteristicsthat should be present in
order to qualify for the label of consociationalism.
First, there must be agovernment by coalition, aswell
as a second element of segmental autonomy, such as
federal arrangements that allow for autonomy in pol-
icy fields (i.e., education policy for which responsibil-
ity lays with the German Lé&nder, or states). Third,
proportionality must prevail in the electoral system,
but also with regards to civil service appointments and
the allocation of public funds. Finally, consociational-
ism also foresees a minority veto for the protection of
vital minority interests.

Whereas examples of consociational democracies
can be found all over the world, they developed in
Europe in particular. Thus, Switzerland has been
characterized as a consociational democracy since
1943, Belgium after World War |, Austria from
1945 to 1966, and the Netherlands from 1917 to
1967. Czechoslovakia was a consociational democ-
racy from 1989 until its partition in 1993. Where

consociationalism has ended, it often did so not
because of its failure but because of its success. It
worked so well that it was no longer needed. Whereas
India since 1947, Colombia from 1958 to 1974,
Malaysiafrom 1955, and South Africasince 1994 can
be considered successes from a normative view,
Cyprus and Lebanon’'s experiments ended in civil
war. Some scholars actually consider the European
Union as a consociational democracy.

Consociationalism is criticized both for its analyti-
cal and normative approach. Its large concepts, such
as government by coalition or segmental autonomy,
do not alow for clear-cut modelization or even defin-
ition. Do all dlites always cooperate or only on some
issues and some arrears? The country classification
was another critical issue in the debate on consocia
tionalism, such as the question whether the Swiss
society’s religious and class cleavages are cross-
cutting or not.

However, pure consociationalism and pure majori-
tarianism areideal types. Most political systemsrange
between these forms. The conceptualization of conso-
ciationalism alows for a better understanding of the
large number of nonmgjoritarian political systemsin
comparative politics.

—Sabine Saurugger
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CONSTITUTIONALIZATION

Congtitutiondization is seeking to entrench aningtitution,
a law, or a process in a document that has democratic
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legitimacy. Entrench means making it difficult to alter
the document, generally through some type of super-
majority requirement for amendments. Traditionaly,
a congtitution is formed when individuals agree to a
common form of government. With constitutionaliza-
tion, however, it can be individuals, organizations, or
nations entering into collective agreements that will
ultimately provide some group benefits while limiting
individua flexibility.

Constitutions frequently define multilevel systems
of governments, such as the Canadian and American
federal systems, where the national constitutions
define the relationship between national and subna-
tional units of government. Such systems create a sov-
ereign national government along with subnational
governments that are sovereign within specified policy
and geographical jurisdictions. The result is similar
when anumber of nations congtitutionalize an issue by
creating a binding agreement. Once “local” approval
for the agreement is granted by all parties, institutions
created in the agreement take on a role akin to a
sovereign supranational government. As with any con-
stitution, democracy doesn't just have arole when cre-
ating the institution, but may have an ongoing role,
such as members freely electing the leadership of the
organization, members voting on issues akin to refer-
enda, and so forth. Aswith the United Nations Security
Council, such voting may provide veto votes or may
differentially weight the vote of some members.

Constitutionalization generally refersto intentional
attempts to embed issues within a constitutional
framework. This can be done to create consistency on
issues across ajurisdiction or across multiple jurisdic-
tions, to limit the flexibility of other lawmakers or
administrators, or to afford a long-term solution in
a chaotic world. A frequent result is that power is
shifted from elected lawmakers and other policy elites
toward either elected or appointed judiciaries.

Amendments to existing regimes that already have
binding authority may be back-door attempts to
embed a solution in a congtitution-like fashion. For
example, an international trade agreement may be
used as a back-door approach to require multiple
jurisdictions to abide by certain principles (i.e., open-
ing domestic markets, worker or environmental

protections, and so forth) by virtue of power previ-
ously delegated to a dispute resolution process.
Current changes in an agreement, in other words, may
have entrenched power because of a binding commit-
ment to older parts of the agreement.
Constitutionalization is best described by example
rather than abstract definitions. The issues of the
World Trade Organization (WTO), mordlity in the
United States, and interjurisdictional dispute resolu-
tion thus illustrate constitutionalization in the foll ow-

ing paragraphs.

Example 1:
The World Trade Organization

Deborah Cass argued that the World Trade
Organization needs a constitutionalized structure,
which is democratic and representative. Such a struc-
ture could limit the power of member states to decide
some matters of national economic interest, and thus
would arise the need to ensure democratic legitimacy.
Movement in this direction might have serious impli-
cations for the future of global economic governance
by creating enforceable obligations outside of the
direct control of national governments.

A critica argument for congtitutionalization in this
instance isthat some nations have routinely been avoid-
ing their responsibilities under what is currently a vol-
untary confederal arrangement. Another reasonisthat it
might be possible to create a more significant voice for
developing nations, thus appeasing the protesters and
rioters at recent WTO meetings by increasing equity.

The European Union (EU) provides strong
evidence that such supranational arrangements can
develop into significant international forces with
strong leadership and decades to mature. The EU also
provides ample evidence that the road may be bumpy
and discontinuous, and that success will remain tenta-
tive rather than assured as dominant actors play their
trump card of domestic sovereignty.

Example 2: Morality

Why seek legislation when you can constitutionalize?
The Eighteenth Amendment to the U.S. Constitution
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isthe classical example of seeking to enshrine amoral
standard within a constitution. This amendment
banned the manufacture, sale, and transportation of all
intoxicating liquors in the United States from January
17, 1920, when it took effect, until December 5, 1933,
when the Twenty-First Amendment overturned it and
decided such lawswould be a matter of local decision.

Recent trends in the United States suggest a strong
desire to take such an approach with other moral
issues, athough by nearly all accounts prohibition
was a disastrous exemplar. For example, on August 3,
2004, a ban on gay marriage was approved for the
Missouri constitution by nearly seventy-one percent
of voters. National organizations, such as the
Campaign for Working Families and Focus on the
Family Action, helped ensure that similar amend-
ments to state constitutions—generally referred to as
“ban same-sex marriage” amendments—made it on
the ballot in eleven additional states in the November
2, 2004, statewide elections. These amendments were
approved in all eleven states, by as many as eighty-six
percent of voters.

While this movement was fueled by a Massachusetts
Supreme Court decision that same-sex marriage was
legal, many of the amendments also prohibit any con-
cept of acivil union or other “marriagelike” legal status
for gay and lesbian couples, thus entrenching discrimi-
nation in numerous state constitutions.

Example 3:
Interjurisdictional Disputes

Why negotiate or work through intergovernmental
networks when you can constitutionalize? Recent
electoral decisions in Alaska, Montana, Oregon,
Michigan, and el sewhere provide ample evidence that
in jurisdictions where people have the power of the
initiative or referendum, they may seek constitutional-
level solutions to intractable interjurisdictional prob-
lems. Two clear examples are the legalization of
marijuana (frequently limited to “for medical use”)
and control over the legalization of gambling. In the
2004 elections, sixty-two percent of Montana voters
approved the use of medical marijuana. Voters in
Cdlifornia and Arizona passed similar initiatives in

1996. Aswhen cities such as Breckenridge, Colorado,
approved such measures in the past, it seems likely
that federal enforcement agencies will continue to
treat medical marijuanause asillega because regulat-
ing pharmaceuticals is federal jurisdiction. An uneasy
truce has developed, where those who do not flaunt
the use of marijuana for medical purposes are gener-
aly left done.

While the marijuana issue is a local-state-federal
dispute that has existed for decades, Michigan voters
passed an initiative designed to stop the spread of
gambling in the state. This specifically excluded
tribal gaming, which is clearly outside of state juris-
diction. This initiative was approved overwhelmingly
in 2004 and requires that new gaming be approved by
statewide ballot measures rather than by the state leg-
islature. The interjurisdictional element is that a pro-
posed facility could be approved by a large margin
in a statewide vote and still be denied if it failed
to achieve fifty percent approval in the affected
local area.

—Matthew S. Mingus

See also Decentralization; Democratization; Rule of Law;
State-Society Relations
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CONSUMPTION

At itsmost basic, consumption refersto the practice of
using up something (a usage that persistsin relation to
a concern with fuel consumption in motor vehicles,
for example). This basic usage does not differentiate
between different forms, sites, or behaviors associated
with consuming things (both subsistence economies
and advanced capitalist societies involve consump-
tion). During the twentieth century, however, its
meaning became more identified with the personal
consumption of goods and services acquired through
market-mediated exchange (ideas of conspicuous con-
sumption and consumer culture, for example). There
are three main connections between governance and
consumption: consumption as something to be regu-
lated, concepts of collective consumption, and the
imagery of individuals as consumers of public
Sservices.

Consumption as
the Object of Governance

In this market-mediated form, consumption has been
the object of various forms of governance. Minimally,
it is thought to require the legal apparatus of private
property so that things and money can be freely
exchanged and to prevent theft and deception. More
elaborately, such consumption may require forms of
regulation by government or its agents. weights and
measures standards, safety standards, forms of licens-
ing of providers and venues, and varieties of taxation.
These regulatory processes reflect the problems of
market failure and the accommodation of popular
protest, as well as providing a funding stream for the
development of modern forms of state. In matters of
quality, reliability, and safety, market dynamics have
proved less-than-satisfactory means of guaranteeing
the consumer’s needs. Adulterated foods, variable
measures, and unsafe products (ranging from toys to
financial advice) have created substantial demands for
public intervention to regulate the free market.
Advaocates of the free market have, in turn, called for
deregulation and the liberation of entrepreneurial
dynamism from the shackles of state regulation.

Collective Consumption

Despite the rise of market-mediated consumption,
other forms of consuming have coexisted with it. Both
economists and urban sociologists have been inter-
ested in collective consumption. For economists,
some consumption practices deviate from the model
of individualized market-mediated consumption. So,
households may act as a collective unit of consump-
tion, or there are “public goods’ of various kinds
(from national defense to public parks) that are not
designed for individualized purchase and consump-
tion. Urban sociology examined forms of public pro-
vision (from infrastructure to welfare services) as
distinctive patterns of collective consumption and as
the focus of political conflict and bargaining.

The concept of collective consumption draws
attention to the importance of public provision of
goods, benefits, and services during the second half of
the twentieth century in particular. These provisions
were more or less decommodified—that is, removed
from the inequalities of market exchange by being
provided as socia rights. Public provision represented
an aternative and supplement to, and infrastructural
support for, market consumption. As alternatives and
supplements, public provision served to remedy mar-
ket failure and redress market-generated inequalities.
But public provision also underpinned market-
mediated consumption: benefits to create spending
power, or infrastructural provision and taxation support
for private housing.

Consuming Public Services

Public provison came under increasing attack from
advocates of markets in the late twentieth century.
Ideological claims about the innate superiority of the
market form coincided with sociohistorical accounts
of the rise of a “consumer society.” From different
starting points, a number of politica and cultura
strands came together to change the relationships
between publics and public services toward a more
“consumerist” orientation. Creating a more consumer-
like relationship in public services was expected to:
promote efficiency, create a more personalized or
responsive mode of service provision, encourage more
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responsible behavior on the part of users of public
services, improve the experience of service use, and
increase consumer satisfaction. For some critics, the
drive toward consumerism threatened to undermine
the public or decommodified character of services and
benefits by reinstating the dynamics of markets. Such
political choices would value profits over service, risk
market failure, and reproduce market inequalities.

Constructing consumer choice in public services
posed a number of governance issues. Despite the
potent appeal of choice, its trandation into policy and
governance arrangements proved both difficult and
controversial: Precisely who gets to choose what? In
health care, does the consumer choose the interven-
tion, the place, the doctor, or the timing? Who are the
consumers of education—children, their parents, or
the community?

Second, a critical condition for consumer choice
is the availability of aternatives—at least, excess
capacity in a system or the existence of competing
providers. Such conditions require funding—either
through extra government investment or by systems of
copayment, individual “topping up” and thelike. They
also pose governance problems of how to coordinate
complex systems, multiple organizations, and individ-
uated choices (in the absence of the cash nexus of
market exchange).

Third, effective choice making is understood to
require accessible and adequate information. Most
governments have developed systems of performance
management and measurement, intended to provide
information for citizens as taxpayers and service
users. However, such quantitative information may
not address the specific choices the user/consumer has
to make. In some services, they may remain depen-
dent on professional knowledge and expertise. These
have been the established domain of service profes-
sionals and organizations—and the rise of con-
sumerism challenges these established concentrations
of knowledge and power. The search for stable mod-
els of choice or codetermination remains a maor
challenge for the governance of public services.

—John Clarke

See also Market; Marketization; New Public Management;
Privatization
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CONTRACT ENFORCEMENT

Contract enforcement consists of the legal procedures
or coercive actions intended to secure the compliance
of the parties to the conditions of their agreement.
Economic exchange is premised upon the enforce-
ment of contracts, which is atask often performed by
the legal and coercive organs of the state. Because
contracts are congtitutive of capital accumulation and
property relations, the enforcement of contracts is a
central function of governance for the continuation of
economic activity. Where the state is unwilling or
unable to enforce contracts, private actors may
assume this role, with or without an official mandate.

Main Uses and
Theoretical Relevance

The notion of contract enforcement is used by scholars
critical of neoliberal economic anaysis to emphasize
the indispensability of violence-wielding agencies in
the construction of markets and the protection of
economic exchange. Because the function of contract
enforcement is usually fulfilled by organs of the state,
such as the courts and the police, discussions around
this concept aso highlight the centrality of political
power in the construction of deregulated, free markets.
Where the organs of the state that are officidly
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commissioned to enforce contracts are unable or
unwilling to fulfill this function, other organs of the
state or private actors and organizations may assume
this role, with or without official sanction to do so.
Contract enforcement can be undertaken illegaly by
organs of the state with coercive, violence-making
capacities but without the legal authority to do so.
These functions can also be performed by private pro-
tection agencies that are legally authorized to dispense
coercive violence in the service of their customers
within the bounds prescribed by the law. Finally, con-
tract enforcement can be carried out by private agen-
cies operating illegaly, such as the so-called Mafia.

Contract enforcement is a contested notion in the
debates between institutionalist and neoclassical
(neoliberal) economists. Institutionalist scholars
accuse neoliberal economists of underemphasizing
the role of coercive violence in contract enforcement,
which in turn underpins market exchange and prop-
erty relations. The neglect of institution building nec-
essary for contract enforcement, institutionalists
claim, is responsible, in part, for the newly liberaliz-
ing economies' failure to live up to the expectations of
neoliberal anaysts. For example, the idea behind
postcommunist reform in Russia was to implement
economic reforms first, and perhaps engage in some
political institutional development afterward. Another
assumption was that the institutions would naturally
emerge once the prices are liberalized and the markets
are deregulated in general. Ingtitutionalists claim the
neglect of coercive organs of the state by the liberal
politicians during Russia's transition from planned
economy to market economy to be partly responsible
for the disappointing performance of Russian econ-
omy in the 1990s. Other examples where nonstate or
illegal organizations took over the function of contract
enforcement include some other postcommunist
countries and some African countries.

Following the global restructuring of the relation-
ship between the state and the economy aong neolib-
eral precepts, there was alimited delegation of state's
authority as a contract enforcer to legal private agen-
cies, aong with an unofficial devolution of the same
authority to extralegal public and illegal private agen-
cies. The apparent erosion of some states monopoly

over the uses of violence since the 1970s led some
neo-Marxist scholars to speculate that global capital-
ism has reached an impasse. This new stage of capi-
talist devel opment is dubbed Mafioso capitalism by its
criticsfor itsreliance on extralegal and nonstate agen-
cies for coercive violence in protecting property and
exchange relations.

Differences and Changes
in the Usage of the Term

The World Bank measures the efficacy of contract
enforcement by the number of procedures and the
amount of time it takes after the filing of aclaim by the
plaintiff until the resolution of the dispute between the
contracting parties via legal authorities. Different
understandings of contracting relationship alow for
different theories about institutional origins, develop-
ment, and change. The main mechanism in neoliberal
accounts of contracting that explains the choice of one
contract over another is voluntary agreement. The goa
in this approach to contracting is to allocate the prop-
erty under question to the person with the greatest
incentive to maximize benefits from that property.
Then, the problem appears to be a technica one of
structuring incentivesin such away asto alow for this
outcome. This approach holds that some factors exter-
nal to the exchange relationship, such as information
asymmetries, technological developments, and changes
in the ratio of factor prices, may also influence the
expected benefits from contracting. Though neolibera
approaches focus on legal reforms for improving con-
tract enforcement, institutionalists focus on capacity
building. Following the failure of economic reform in
Russia and in some other postcommunist countries,
liberal economists also started to increasingly recog-
nize the importance of ingtitutional capacity building
for contract enforcement. References to the rule of law
and governance failure are related to the success or the
failure, respectively, of enforcing contracts.

—Sener Akturk
See also Capacity Building; Capitalism; Coercion;

Governance Failure; Legitimacy Crisis; Rule of Law;
Transaction Cost
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CoNTRACTING OuTt

Contracting out can be defined as formally agreeing
with a third party to perform tasks or activities that
used to be carried out within an organization. Initially,
contracting out, also known as outsourcing, was a
businesslike management practice. The term desig-
nates a private company’stransfer of support activities
to a supplier. It permits a company to reduce its
expenditure and structural cost by delegating activities
that do not form a part of its core function. From this
perspective, it is different from subcontracting, which
is the practice of a contractor delegating part of its
work to subcontractor. For policy analysis, contract-
ing out consists of attributing to a private actor the
accomplishment of an activity until then realized by
the state or by another public authority. It necessitates
the formulation of an agreement between the repre-
sentative of this public authority and the private con-
tractor. The contractor commits itself to procuring a
result in return for amonetary reward. The agreement
concerns a single service or can define the way con-
tractors produce this service.

Contracting out is a longstanding practice that
predates modern state building and the process of
bureaucratization. Several functions or support nec-
essary to the state have tended to be outsourced to
private contractors. However, its contemporary form
first appeared in the 1970s, when it told a new

meaning. At that time, various governments of
Western democracies, particularly the United States
and Great Britain, launched policies decreasing pub-
lic expenditure and the number of civil servants.
More recently, even parts of the core activity of the
state, defense and military policies for example, have
been outsourced. This process illustrates the contem-
porary reordering of the state and the spread of new
public management theory among Western adminis-
trative and political elites.

Contracting out raises problems of state sover-
eignty, the identification of public needs, and evalua-
tion. First, the efficiency of externalization practices
implies a best-cost choice among various private can-
didates. Most often, there are few companies, often
even only one company, able to supply arelevant ser-
viceto apublic authority. Second, the identification of
public needs apt to be satisfied by a private company
is a controversial question. Controversy rises in
Western countries about the feasibility and |egitimacy
of such delegations of public services to private busi-
ness. In some cases, such as defense activities, the
content of core activity is brought into question.
Third, evaluation problems reduce the efficiency of
contracting out. On one hand, when evaluating the
cost of the public service to be externalized, the state
can have difficulties isolating and appreciating the
economic viability of one of its services. Conse-
quently, it cannot evaluate the economic advantage of
such an operation. On the other hand, a state can also
have difficulties evaluating its private contractor per-
formances. Contracting out implies a loss of compe-
tences by the state that interfere with its capability to
estimate service needs.

Another negative consequence that reduces the
pertinence of contracting out for public management
and control of public expenditure is that it produces
financial liabilities for the state, often for a long
period of time. From this perspective, it can cause
management rigidity, and the impractical nature of
reducing public investment in all the sectors of state
activity. Contracting out thus becomes a restriction
factor of the state's control over its own budget and,
more generaly, of its ability to decide on future
courses of action. Opponents of contracting out accept
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that it can initialy introduce flexibility but that it can
sap state capacity.

—Jean Joana
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CONVERGENCE AND DIVERGENCE

The concept of convergence is used increasingly fre-
guently in the analysis of contemporary governance. In
an era of globalization, it is often assumed, increas-
ingly strong selection mechanisms influence the
choice and development of governance regime such
that they tend to converge over time. In many conven-
tional accounts, heightened competition between states
and national economies in an ever-more-integrated
global market pit governance regimes against one
another in an ever-more-intense competitive struggle.
Only those regimes capable of sustaining high growth
rates under such conditions will survive and prosper.
Over time, through this neo-Darwinian process of
“survival of the fittest,” the current diversity of gover-
nance regimes will be narrowed. The globa diffusion
of neoliberal governance is often predicted.

Though still deeply influential, this account has
increasingly been challenged both theoretically and
empirically. This has opened up as an area of consid-
erable controversy the question of convergence, diver-
sity, and divergence. Standard neoclassical models of
an open and global economy do indeed predict con-
vergence. Yet other more empirical perspectives, such
as the new ingtitutionalism and, in particular, the
influential “varieties of capitalism” perspective, claim

to reveal a rather more complex process of dua or
co-convergence. This latter account differentiates
between liberal market economies (archetypaly, the
United States and the United Kingdom) and coordi-
nated market economies (archetypaly, Germany),
arguing that that there is evidence of convergence
within but not between each group. This claim is
defended both theoretically and empirically (notably
by Peter Hall and David Soskice in 2001 and Geoffrey
Garrett in 1998). Others claim that even the co-
convergence thesis is an exaggeration and that height-
ened competition between states and national
economies has, in fact, served to promote continued
diversity and, if anything, furthered divergence in
governance regimes rather than convergence.

However, the debate has often been characterized by
the rather imprecise appeal to the language of conver-
gence. Indeed, a variety of rather different and often
incompatible senses of the term are often conflated. Itis
important, then, to be clear what the term implies, what
it does not imply, and to what it might be taken to refer.

Consider first the definition of convergence. Here
we can usefully draw on the important intervention
of Torben lversen and Jonas Pontusson in 2000.
Motivated by a clear sense of frustration at the misuse
of the term convergence, they differentiate helpfully
between, on the one hand, the identification of common
trends and, on the other, the demonstration of cross-
national patterns of convergence. As they make clear,
one need not necessarily imply the other. Two states
can both adopt neoliberal policies without their gover-
nance regimes cornverging by so doing. As Iversen and
Pontusson note, if we consider a quantifiable variable,
such asthelevel of social spending within an economy,
it is perfectly possible for that index to move in a
common direction in two economies without those
economies converging. For those economies to
converge, the difference between the values of the vari-
able in the two cases would have to shrink over time;
this is by no means guaranteed ssimply by the identifi-
cation of a common trend (in this case for the value of
the variable to fal). Convergence implies that the rate
of change of socia spending is greater in the economy
characterized by the higher initial value.

The paint is, in many respects, an entirely obvious
one. Yet however mundane it may seem, itsimplications
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for much of the existing literature are considerable.
For instance, evidence of the adoption of neoliberal
economic and socia policies in a number of contem-
porary European polities is frequently reported and
presented as unambiguous and incontrovertible evi-
dence of convergence. It is not.

A schematic representation may help further to
clarify theissue. Figure 1 shows all possible combina-
tions of unilinear trends in a single variable (such as
social spending) for two cases over a given time
period. Social spending may rise or fall and may do so
at a range of different rates. In Scenario 1, social
spending fals in the state with the higher initial level
and rises in that with the lower level at the outset;
despite the absence of a common trend, thisis a case
of convergence. In Scenario 2, social spending in both
states falls, though at a higher level in the state with
the lower initial level; despite acommon trend, thisis
a case of divergence. In Scenario 3, social spending
again falls in both cases but this time at a higher rate
in the state with the higher initial level; thisisthe only

case in which we see both a common trend and
convergence. In Scenario 4, socia spending rises in
the state with the higher initial value, while falling in
that with the lower initial value; here, there is neither
a common trend nor convergence.

Asthis hopefully servesto make clear, the identifi-
cation of a common trend is not only insufficient to
demonstrate convergence, it is actually irrelevant to so
doing. Whether states converge or not with respect to
aparticular variable is totally independent of whether
they move in a common trajectory. Demonstrating the
adoption of neoliberal policies is, then, irrelevant to
the question of whether European welfare states have
converged with respect to levels of social spending.
Indeed, when it is considered that the uptake of
neoliberal policiesisinvariably the strongest and most
enthusiastic where existing social models are already
the weakest (as in Scenario 2), divergence is more
likely than convergence where states move to adopt
common policies. This suggests divergence rather
than convergence.

Scenario 1
convergence; no common

\

Scenario 2
divergence; common

Scenario 3
convergence; common
trajectory

/

Scenario 4
divergence; no common
trajectory

| =

\

Figure 1

Convergence, Divergence, and Common Trajectories
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The converse also applies. Thus, the influential
empirical argument (associated most clearly with
Geoffrey Garrett) that social democratic regime types
in Northern Europe became less distinctive in the
1980s, indicating their resilience in the face of pres-
sures to adopt neoliberal policiesis equally flawed. In
fact Garrett's demonstration that, during the 1980s,
social democratic corporatism became less distinctive
as a regime type may demonstrate no more than that
the pace of its neoliberalization was somewhat less
than that for market libera regimes. Garrett effec-
tively confuses Scenarios 2 and 4 in the figure—and
he is by no means alone in so doing.

If it is important to establish what, precisdly, we
mean by convergence, divergence, and common tra-
jectories, it is perhaps also important that we are clear
about the potential referents of convergence—about
what is being said to converge. Conflations and con-
fusions again abound. At least six rather different
objects of convergence can be identified in the exist-
ing literature on the subject. Though each refers to a
different stage in the process of policy making, they
are used interchangeably. Thus, it isimportant that we
differentiate clearly among the following:

1. Convergence in the pressures and challenges to
which political-economic regimes are exposed
(input convergence)

2. Convergence in the policy paradigms and cognitive
filters in and through which such pressures and
challenges are identified and understood (paradigm
convergence)

3. Convergence in the policies pursued in response to
such pressures and challenges (policy convergence)

4. Convergence in the ideas used to legitimate such
policy choices (convergence in legitimate rhetoric)

5. Convergencein policy outcomes, usually gauged in
terms of indicators of policy performance (outcome
convergence)

6. Convergence in the process in and through which
challenges are trandated into policy outcomes
(process convergence)

At this point, two additional and important obser-
vations need to be made. First, input convergence
need not necessarily imply policy convergence, and

policy convergence need not necessarily imply
outcome convergence, and neither necessarily implies
process convergence. Each is (at least) relatively
autonomous of the others.

Second, presenting the potential referents of con-
vergence in this way serves to map out the rather
complex and involved process in and through which
external pressures are translated into specific policy
outcomes. This exercise in process tracing is
extremely useful, highlighting the open-ended nature
of any process of convergence in either policy or
policy outcomes.

It also serves to draw attention to a series of points
of mediation, many largely overlooked in the conven-
tiona literature:

1. Even where common external pressures and chal-
lenges can be identified (such as those convention-
ally associated with globalization), these are likely
to impact in a highly differential manner on differ-
ent governance regimes.

2. Even where such regimes are similarly exposed to
common challenges, the processes of cognitive fil-
tering in and through which such challenges are
identified, understood, and responded to may vary
considerably, reflecting the prevalence of different
policy paradigms and traditions.

3. Even where €dlite political actors may share com-
mon cognitive templates and policy paradigms to
reach similar assessments of the policy responses
desirable to a given set of externa conditions, the
policy-making process may serve to militate
against the realization of such policy goals as a
series of domestic political mediations steer out-
comes in particular ways.

4. Even where similar policies are decided upon, the
implementation process may lead to significant
variation in substantive content.

5. Even similar policies implemented in similar ways
may produce divergent outcomes in different insti-
tutional and cultural contexts.

With each additional mediation point identified, the
likelihood of common pressures associated, for instance,
with globalization drive processes of convergence,
even in institutionally similar political and economic
systems, recedes. Policy making, even in response to
common external challenges and commonly perceived
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imperatives, is a highly complex and differentiated
process characterized by a succession of case-specific
mediations. This makes the type of blanket conver-
gence widely anticipated in response to globalization
(or, indeed, other generic pressures) in the existing lit-
erature less likely than we tend to assume.

—Colin Hay
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COOPERATION

Cooperation is the capacity to work or act with others
for mutual benefit. It should not be viewed simply as
the absence of conflict or the alternative to competi-
tion, but rather the product of a conscious decision by
two or more actors to alter their behavior based on
others' preferences,.

Cooperation therefore entails a process of negotia-
tion between two or more parties and is generally held
by political science to be a desirable aspect of the
human condition. However, the propensity for two or
more actors to cooperate, rather than conflict or com-
pete with one another, tends to depend upon their cal-
culation of the relative costs and benefits to be derived
from cooperation when compared with the dividend
from aternative courses of action. The motivation for
cooperation remains essentially contested, with the
debate focused upon the nature of the necessary or

sufficient political or ingtitutional prerequisites for
cooperation to emerge among individuals, communi-
ties, societies, and states.

The relative incentives and disincentives for coop-
eration have been encapsulated by game theory in
terms of the notion of the prisoner’s dilemma, where
two prisoners must decide whether to confess that the
other has committed a crime. If the first prisoner con-
fesses that the other is guilty, but the second prisoner
stays silent, the first prisoner will win his freedom. If
both prisoners blame the other for the crime, both face
punishment. If both prisoners remain silent, their
cooperation will be rewarded by escaping punish-
ment. The dilemma surrounds the fact that each actor
must decide whether to cooperate or not, but without
knowing the other’s intended actions. Therefore, their
cooperation depends upon whether they trust one
another to act in a manner that serves their mutual
self-interest.

In the field of international relations, cooperation
was defined by Thomas Christiansen in 2005 as cus-
tomary, continued, and potentially deepening interac-
tion on policy issues among states. That cooperationis
possible is manifested in the existence of ingtitutions
and regimes at a range of levels of governance from
the local to the global. The possibility of cooperation,
as opposed to conflict or competition, between the
rival states that comprise the anarchical global order
of sovereign nation states has been disputed among
realists, neorealists, and contingent realists, on the one
hand, and liberal institutionalists, on the other. This
debate has become particularly vigorous following the
collapse of communism.

For classical redlists from Thucydides to Hans
Morgenthau, the principal barrier to cooperation
among states lies in the fact that their constant rivalry
for power and frequent descent into conflict and war
is simply a reflection of the characteristics of the
human nature of their citizens. For structural realists,
notably Kenneth Waltz, the propensity for conflict and
rivalry, rather than cooperation, in human affairsis not
attributable to human nature but rather the absence of
an overarching political authority above states and
the nature of the distribution of power in international
politics.
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During the post—Cold War era, the realist perspec-
tive on cooperation has been divided. On the one
hand, neorealists, such as John Mearsheimer, have
asserted that there remain strict limitations upon the
prospects for cooperation among states arising from
the problem of “relative gains.” According to this per-
spective, rival states tend to measure cooperation in
terms of their gains relative to those of the competi-
tors, rather than focusing upon the absolute gains that
cooperation can generate for al parties concerned.
This preoccupation with relative gains is held to have
resulted in an international environment characterized
by mistrust and uncertainty, and perpetual competi-
tion and conflict, rather than cooperation.

On the other hand, contingent realists have chal-
lenged the redlist orthodoxy that a propensity for
competition, rather than cooperation, need necessarily
be the logical outcome of rivalry among states.
Contingent realists have identified a large number of
scenarios in which the national interests and security
objectives of rival states can best be accomplished
through cooperation rather than competition. They
have pointed to the Strategic Arms Reduction
Agreements of the early 1990s and the extension of
the Nuclear Non-Proliferation Treaty in 1995 as clear
evidence that states will engage in cooperation pre-
cisely because it enables them to escape the dangers
of proliferation and conflict that may arise from the
pursuit of maximum advantage.

Neoredlists have tended to downplay the impor-
tance of international institutions for cooperation,
regarding them as the product of the exercise of
national interests and the constraints operating upon
the international system itself. By contrast, liberal
institutionalism has placed a much greater importance
upon the role of institutions in general and regimesin
particular in helping to promote cooperation. Regimes
have been defined by Stephen Krasner in 1983 as
where implicit or explicit values, norms, policies,
and decision-making measures surrounding actors
outlooks come together in international relations.

While hegemonic stability theory holds that coop-
eration in global politics will tend to be created by a
single dominant political and economic power, and
that the maintenance of an international regime to

sustain cooperation among states will depend upon
the continuing hegemony of that power, liberal insti-
tutionalists like Keohane have rejected the thesis that
hegemony is either a necessary or sufficient condition
from the emergence and maintenance of cooperation.
Keohane has asserted that hegemony may promote
cooperation, hegemons need cooperation to create and
implement rules, but nonhegemonic cooperation is
also possible because regimes can be created as the
result of shared interests and al so because maintaining
international regimes is less demanding than creat-
ing them.

The process of cooperation has been enshrined in a
range of political institutions and regimes that operate
at different levels of governance and upon the basis
of formal or informal cooperation. As an example of
informal cooperation, the Organisation for Economic
Co-operation and Development has provided a forum
for thirty market democracies to reflect upon and dis-
cuss issues that may lead to formal agreements in
other domestic or international arenas of coopera-
tion. In a smilar vein, the Asia-Pacific Economic
Cooperation has provided a forum for its twenty-one
members to operate on the basis of nonbinding com-
mitments, open dialogue, and equal respect for the
views of al participants. By contrast, and in terms of
formal cooperation, the European Community, and
later the European Union (EU), has successfully
undertaken the transition from cooperation upon the
basis of an economic community of six member states
to cooperation as a political union of twenty-five
member states. However, the demise of the EU’s
Constitutional Treaty has demonstrated the difficulty
of engendering cooperation, even within a long-
established framework of cooperation. While certain
member states, notably Germany, have wanted the
process of supranational cooperation to proceed upon
the basis of an ever-closer political union, other
Eurosceptic member states, notably the United
Kingdom, have wished to proceed upon the basis of
cooperation between sovereign member states.

The process of cooperation within the European
Union has been progressively deepened through a
series of treaties negotiated by the poalitical €elites of
its member states. For example, the 1986 Single
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European Act initiated cooperation in the fields of
environmental policy and foreign policy, and intro-
duced a “cooperation procedure” in a total of ten
policy areas. The 1992 Treaty of Maastricht duly
extended the principle of cooperation in the field of
Justice and Home Affairs, while the 1997 Treaty of
Amsterdam provided for closer cooperation between
subgroups of member states, but abolished and
replaced the cooperation procedure with a simplified
and extended procedure of codecision. The 2001
Treaty of Nice then developed provisions for enhanced
cooperation among member states as part of a broader
process of institutional reform.

The Constitutional Treaty of June 18, 2004, was
intended to deepen the process of supranational coop-
eration by replacing all existing treaties (with the
exception of the Euratom Treaty) with a single consti-
tution for Europe. For example, although the constitu-
tion would have preserved unanimity in vital fields
such as taxation, the finances and membership of the
EU, and citizenship, Articles 1-44 and 111-416-423
provided for the establishment of enhanced coopera-
tion between member states within the framework of
the EU’s nonexclusive competences. However, the
prospects for enhanced cooperation have been stalled
for the foreseeabl e future by the rejection of the treaty
in the French and Dutch referendums of May and June
2005, respectively. The mgjority of the “no” votes
have also demonstrated the problems that can arise
when cooperation among states evolves as a top-
down, technocratic and elite-driven process that only
retrospectively seeks democratic approval from its
constituent populations.

The challenges presented by cooperation are no
less problematic at the international and global levels
of governance. With its formal establishment on
January 1, 1995, the World Trade Organization
(WTO) appeared to offer a more-effective modd for
international cooperation than its older sister institu-
tions, the International Monetary Fund (IMF) and the
World Bank. The WTO was established upon the basis
of decision making by consensus, rather than the dis-
tribution of voting power according to the financial
contribution made by each member state. At the IMF,
around 60 percent of the voting power is controlled by

only 24 of the 184 member states. Furthermore,
because the most important categories of voting by
the IMF's Executive Board require an 85 percent
share of the votes, the United States’ allocation of 17.4
percent has provided it with an effective veto over
international cooperation. The boundaries of interna
tional cooperation have aso been limited by the fact
that the ten Presidents of the World Bank have always
been Americans, while the Managing Directors have
always been Europeans. Therefore, the WTO seemed
to offer a more inclusive approach to cooperation.

Despite its commitment to cooperation through a
consensual decision-making process, the WTO has
also encountered major barriers to the deepening of
cooperation in the governance of globa trade. At its
2001 Ministeria in Doha, Qatar, the WTO committed
itself to a “development” round of trade negotiations,
to be completed by January 1, 2005. The developing
countries among the WTO members were to open their
economies to trade in services in return for greater
accessfor their exports of agricultural produce and tex-
tiles to the markets of the industrialized economies.
The deadline for completion of the Doha Round has
had to be pushed back to the end of 2006. At succes-
sive bienniad WTO Ministerial meetings from Seattle
in 1999 to Hong Kong in December 2005, a magjority
of theWTQO'’s 149 member states have accused a small
minority of the richest, industrialized economies of
drawing up trade agreements in secretive “green room”
negotiations, rather than upon the basis of inclusive
and consensua international cooperation. Indeed, the
demands for greater transparency and inclusivity in
global governance have made the process of muiltilat-
eral cooperation more difficult to progress.

Further challenges to the capacity of states to
cooperate has arisen from the increase in the number
of states participating in international institutions and
the process of liberalization and deregulation of mar-
kets, which has led to a greater emphasis upon com-
petition among states for mobile resources, such as
direct foreign investment by transnational corpora-
tions. For example, when the IMF was conceived in
July 1944 at the Bretton Woods conference, the forty-
five states in attendance agreed to create an ingtitution
to promote international monetary cooperation. Their
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desire was to avoid a repetition of the damaging
“beggar-thy-neighbor” devaluations, protectionism,
and general economic instability of the 1930s that had
culminated in World War 1I. They readily agreed to
establish a multilateral framework for international
monetary cooperation based upon fixed exchange
rates and poalitical controls on the movement of capi-
tal across national borders.

By the mid-1970s, following the move to floating
exchange rates and against a background of rising
unemployment and inflation, a new neoliberal ortho-
doxy had emerged to challenge the importance of
cooperation for the governance of world markets. This
argued that competition in the freedom offered by
open markets would provide a discovery process
through which entrepreneurs could discover profitable
opportunities for innovation in the provision of goods
and services. Consequently, states should compete to
build the most effective institutions to govern the mar-
ket by removing the barriers to the movement of cap-
ital that had previously formed the basis for
international monetary cooperation. Moreover, with
the quadrupling of the membership of the IMF and
World Bank to 184 states, the process of successfully
negotiating a new framework for international cooper-
ation has become increasingly challenging.

However, the importance of market competition,
rather than political and societal cooperation for pros-
perity, has been challenged by Francis Fukuyama. He
has contended that social capital—how people work
together for common goals—has become significant
to economic life and most areas of socia existence.
According to this thesis, wedth creation appears
dependent upon trust and cooperation rather than the
simple pursuit of individual self-interest. It isthe pres-
ence and active cultivation of this capacity to cooper-
ate that can account for the successful industrial
organi zation and economic performance of Japan dur-
ing the postwar decades and the more recent rapid
industrialization of the East Asian “Tiger” economies.

Therefore, despite the manifold challengesto inter-
national institutions and the importance of competi-
tion for trade, finance, and investment, cooperation
remains a vital objective for those who contend that
security, prosperity, and justice are worldwide public

goods, not dictated by any one country or as a
consequence of acountry considering its interests but,
rather, that they should be provided internationally
and interdependently.

—Smon Lee
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Regime Theory
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COOPTATION

Cooptation is a process whereby organizations incor-
porate dissenting elements into their leadership
or policy-making structures in order to reduce envi-
ronmental uncertainty or to mitigate threatsto the sur-
vival or success of the organization. The internalizing
of adversaries or adversarial elements can be either
symbolic, having no significant effect on outcomes or
processes, or can result in goal displacement, which
occurs when group resources are deployed for pur-
poses other than those for which they were originally
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intended. Cooptation has been examined from two
perspectives. from the perspective of state or policy-
making bodies, as well as from the viewpoint of chal-
lengers to the state, in particular, social movement
organizations.

From the perspective of the state, cooptation istyp-
icaly seen as a rational and adaptive process that
helps ensure the power of the dominant leadership.
For instance, the Russian government designed its pri-
vatization process in a manner that passed most of the
country’s wealth to a power €elite in order to create
incentivesfor elitesto support the transition from cen-
tral planning to a market economy. Cooptation was
also used to introduce the welfare state into Otto von
Bismarck’s Prussia. In contrast, much of the literature
on social movements has focused on how social
movements are able to gain accessto the state or coopt
it. This literature also examines how interactions with
the state can both bolster movements' chances of suc-
cess, as well as lead to internal dissention, goa dis-
placement, or ideological shifts.

An organization's ability to engage in cooptation or
to become coopted is largely afunction of the network
of relationshipsin which it is embedded, aswell asthe
internal structure of the organization. Governments or
agencies that have dense and overlapping ties to the
organization that they are attempting to coopt are more
likely to be successful at cooptation. In contrast, if the
adversarial group hasahigh level of solidarity or inter-
nal processes, rules, or procedures that prohibit collab-
oration with nonaligned organizations, cooptation is
less likely to occur. Hence, both the internal structure
of an organization, as well as the network of organiza-
tions in which it is embedded, influence the probabil-
ity of cooptation.

The concept of cooptation has been successfully
deployed in order to understand governance in Eastern
Europe and the former Soviet states. By gaining a
better understanding of the conditions that enable and
constrain cooptation, insight into patterns of gover-
nance in conditions of uncertainty can be ascertained.

—Marissa King
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COORDINATED MARKET ECONOMY

According to the approach laid out by Peter Hall and
David Soskice in their research on capitalism, coor-
dinated market economies (CMES) are national
economies that display a high share of nonmarket
ingtitutions in the governance of company relations.
Focused on long-term outcomes, coordination among
firms takes place largely through nonmarket means,
such as extensive relational or incomplete contracting
and network monitoring based on the exchange of pri-
vate information inside of networks. These mecha
nisms of company governance tend to differ from
those in countries that the authors describe as liberal
market economies (LMES), that is, systems in which
competitive market arrangements are much more
prevalent.

In each type of economy, strong complementarities
exist between institutions from such realms as indus-
trial relations, vocational training and education,
corporate governance, interfirm links, and interna
company relations. Conceived astightly coupled insti-
tutional systems within which the presence of one
institution increases the returns from another, both
CMEs and LMEs endow their constitutive firms with
a comparative ingtitutional advantage for particular
production strategies. While LME institutions provide
an edge to service-sector companies and the establish-
ment of new industries, CME institutions have proven
particularly adept at supporting companies in mature
industrial sectors (e.g., machinetools or automobiles).
CME structures are most prevalent in Germany, many
other continental European countries (Austria and
Switzerland, the Benelux, and Scandinavia), as well
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as in Japan. In contrast to the successes of LMEs in
radical innovation, CMEs tend to be better in incre-
mental innovation, which is sustained by large skill
and capital investments in specific technologies and
long-term relationships among economic actors.

The distinction between coordinated and liberal
market economies is the most recent embodiment of a
long-standing research tradition that has attempted to
account for the distinctiveness of national models of
capitalism among the advanced industrialized coun-
tries. Hall and Soskice's focus on the firm as a strate-
gic actor contrasts with earlier literature that sought to
explain national differences in economic structures
and performance through national cultures, relative
state strength, and the degree of corporatism in state-
society relations. The authors claim to provide micro-
foundations for macrodivergences across economies
by embracing the assumptions of the new institutional
economics. While other contributors to the literature
on the varieties of capitalism have questioned the need
to provide microfoundations, the success of the
authors' attempt to do so and the appropriateness of
the LME/CME macrodistinction shows that the
importance of the authors’ contribution remains
uncontested.

Germany is often invoked as the ideal typical case
of coordinated market economies. Many areas of the
German economy feature ingtitutions that promote
nonmarket coordination between and within the com-
panies rather than market institutions that require
companies to pursue unilateral strategies. For exam-
ple, high levels of patient capital are available through
a system of company finance dominated by universal
banks. Labor market institutions, such as collective
wage bargaining, codetermination, and restrictions on
layoffs, promote labor flexibility internally within the
company at the expense of external labor market flex-
ibility. Rather than individual skill acquisition in the
market, public tertiary education and apprenticeship
schemes administered collectively by employers and
unions are widely available.

—Tobias Schulze-Cleven
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COORDINATION

Coordination between individuals, organizations, and
ingtitutions is an essential element of governance.
Because of the complexity and functional differentia-
tion of modern societies, there is hardly any task that
can be accomplished by one individual or even one
single entity. Coordination occurs on various levels
and various forms. among federal, state, and local
agencies, between public agencies and private indus-
try, or in coalitions of national and international
nonprofit organizations. These entities, or actors, are
dealing with all kinds of social, cultural, economic,
environmental, and political matters. Coordination to
address those large and small issues can be ad-hoc
and as simple as a conversation over the phone or
can take place in a long-term, complicated process
involving working groups and planning meetings.
There can be informal coordination between just
a few decisionmakers over lunch or formalized
coordination—for example, through a memorandum
of understanding (MoU) or through the bylaws of a
joint venture. It can take place in a permanent
arrangement such as a Parent Teacher Association
(PTA) or in one set up temporarily just for one partic-
ular purpose, such as an emergency operations center
(EOC) for disaster relief.

The term coordination itself is often used synony-
mously and interchangeably with other concepts
such as cooperation, collaboration, and communica-
tion. In everyday governance practice, the difference
may be only a semantic one indeed. They all refer
to the process of interaction among more or less
diverse stakeholders in the interest of a common
goal. Yet, the idea of coordination of actors or
resources generally conveys a more abstract notion
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and has considerable theoretical significance in
political science.

Three Modes of Coordination

Governance theory distinguishes between three basic
forms, or modes, of coordination: markets, hierar-
chies, and networks (sometimes also referred to as
communities). There are some fundamental differ-
ences in how these modes of coordination work.
The mechanism through which markets function is
price—it balances between supply and demand and
between sellers and buyers. Hierarchies function
because of command and control—it links subordi-
nates and superiors. Networks, on the other hand, rely
on trust—they connect members that do not have a
clearly defined relationship and may not even have a
direct incentive to cooperate. The principles underly-
ing coordination are different as well: In hierarchies,
it is centralized authority; in markets, it is dispersed
competition; and in networks, it is spontaneous
solidarity.

The analytic distinction between the different
modes of coordinating actors and resources is as fol-
lows: In a market, the actions of competitors are sup-
posed to be independent because no one, singular
action can have a traceable effect. In a hierarchy, on
the other hand, the actors are bound by hierarchical
coordination that makes their choices asymmetrically
predictable, depending on the structure of legitimate
authority and coercive capability. In a network, actor
preferences and choices are interdependent, based on
shared norms and jointly produced outcomes.

The first mode, coordination by way of markets
and price, is the most frequent coordinating mecha-
nism among private actors—between two individuals,
between consumers and producers, and within compa-
nies and firms. Economists have long examined coor-
dination through markets, from Adam Smith’s
eighteenth-century writings on corporate self-interest,
to rational actor assumptions, to transaction cost mod-
els. But markets are just asimportant for the function-
ing of public agencies and governments. In effect,
markets and prices have a coordinating effect
whenever resources are alocated and whenever the

conditions for this exchange are negotiable. The
resources can be people, goods, or information, and
the costs of exchange can be measured both in mone-
tary and nonmonetary terms.

The importance for governance lies in the fact that,
idedlly, free markets are assumed to produce an opti-
mal level of social welfare for everybody involved,
aso caled a Pareto optimum. A Pareto-optimal out-
come is achieved when one individual’s welfare can-
not be increased without decreasing someone else's
and vice versa. With price being the mechanism
through which resources are allocated in the market-
place, a welfare-optimizing, Pareto-optimal price
would be the ideal form of coordination for individu-
as and society. Unfortunately, real markets often do
not have the ideal conditions necessary for achieving a
Pareto optimum. In redlity, there are a large number
of goods for which there are no functioning markets
(public safety or clean air, for example). There is no
perfect competition, either—in part because of incom-
plete information, and in part because of ingtitutional
conditions that lead to monopolies or oligopolies. In
addition, transaction costs are often significant and,
thus, skew the actual price. All these factors contribute
to markets and prices being imperfect and, thus, insuf-
ficient for being the sole mode of coordination.

The second mode, coordination by way of hierar-
chies and authority, is most often associated with
public actors—local, state, and federal agencies; the
executive, legidlative, and judicative branches of
government; and nation-states. Authority defined as
legitimate power of political entitiesisindeed the tra-
ditional domain of political science—from Plato’s
rules for the Greek polity, to the Federalist Papers on
the Constitution of the United States, to modern theo-
ries of international relations. That authority can be
personalized, such as atraditional ruler or charismatic
leader, or ingtitutionalized, such asin abureaucracy or
a legal system. However, hierarchy and power are
equally relevant for coordination between nonstate,
nonpublic actors.

This is obvious when thinking about the relation-
ships among family members, where there is usually
an adult in charge of coordinating the rest of the
family and their contributions to the family unit.
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Hierarchies are also the basis of most companies, as
evident in horizontal and vertical organization charts.
Even with new forms of coordinating the division of
labor and the flow of money and goods within firms,
those so-called flat hierarchies are still just that—
hierarchies. Employer-employee relationships are
also dominated by a difference in power. On the indi-
vidual level, virtually al companies have a system of
supervisors that defines responsibilities and directs
the work process. On the aggregate level, the collec-
tive bargai ning agreements between unions and indus-
try representatives still coordinate vital interests of
large parts of society.

The third mode, coordination by way of networks
and trust, has gained considerable attention in gover-
nance research and practice because it seems to pro-
vide aframework to explain instances of coordination
between individuals and in society that the logic of
markets and hierarchies does not capture.

The research interest is focused on understanding
how coordination exactly works in the absence of a
functioning marketplace or a centralized authority. In
general, it can be said that in order for coordination to
happen through networks, there are three main prereg-
uisites: First, membersin a network need to be linked
through a common interest or goal. Second, they have
to be able to communicate and share information
among each other related to the common goal. Third,
members in a network need to be sufficiently confi-
dent that the other members are working in that
common interest. That common goal can be a certain
project or product, a particular policy or piece of leg-
islation, or any other collective endeavor that one sin-
gle entity could not achieve by itself. Such network
structures may be based on familial or friendship ties,
or they may arise from administrative decrees, legida-
tion, or explicit agreement. They may also arise from
repeated interactions among actors that are not con-
nected other than by a common goal or interest. If
and how such repeated interactions evolve into stable
and efficient arrangements is examined in game
theory. There are several main types of coordination
games and an almost infinite number of iterations. In
a conflict-free pure coordination game, the actors are
aligned in a Nash equilibrium (named after John

Nash, in game theory, a set of strategies, one per
player, where no player has incentive to change
actions) and achieve coordination with minimum
effort and high payoff. In a so-caled battle of the
sexes game, on the other hand, actors might chose
conflictive strategies even though they maintain a
common interest overall.

The practical importance is because problem solv-
ing in afast-changing society and a globalizing world
relies on a multitude of actors—from individuals to
organizations to ingtitutions. Policy issues, such as
improving schools, are often taken on by small-scale,
grassroots groups that coordinate activities among
residents on the local level. Another example is
private-sector infrastructure providers, such as energy
distributors that coordinate their services across
regions. On the national level, associations are a ubig-
uitous means to coordinate interests of large sections
of society. There are highly organized labor, industry,
trade, and professional groups alongside small, grass-
roots initiatives—a total of more than 300,000 regis-
tered nonprofit associations in the United States alone.
Internationally, states coordinate in various bodies
to address global concerns, such as environmental
degradation or human rights. The most prominent
multilateral forum is the United Nations, but there
are numerous arrangements, such as standards setting
organizations, where not only states but also private
actors cooperate.

The role of coordination can be exemplified using
the case of partnerships among regiona actors and
using the case of cooperation among private actors.
These casesillustrate the conditions for evolution, sta-
bility, and change of coordinating institutions.

Collaboration in
Regional Partnerships

In modern societies, the land is divided up into a
plethora of geographical and functional units, some of
them independent, some overlapping, and some almost
identical. There are counties, cities, states, countries,
and military and congressional districts. In addition,
localities in the United States and other countries are
defined—or define themselves—as regions, zones, and
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urban and metropolitan areas. While the first are about
coordinating jurisdictions—local, state, and federal—
the latter are about coordinating stakeholders—public,
private, not-for-profit, and even international. They are
populated not only by people but by organizations:
partnerships, initiatives, alliances, forums, roundta-
bles, coalitions, and networks.

With this abundance of arrangements and configu-
rations, coordination among the actors becomes
imperative. At the same time, a clear designation of
authority and responsibility is becoming more and
more complicated. In fact, it is often this ambiguity of
an uncharted territory that spurs the formation of a
coordinating institution.

Coordinating institutions thus bridge gaps that are
left by even the most elaborate federalist structures
and divisions of power within and among govern-
ments, and between the public and private sectors.
Indeed, many of the most urgent coordination needs,
such as disaster response, regularly cut across the
boundaries of hierarchical jurisdictions and are
interorganizational, intersectoral, interstate, and inter-
national in character.

Two broad types of institutions can be distinguished
that coordinate public-private governance efforts:

1. Institutions that are established to perform func-
tions or take over certain powers from another level of
public or private authority. The most prominent
examples are the so-called Metropolitan Planning
Organizations (MPO). In 1962, federal highway and
transit legislation required the establishment of plan-
ning bodies in every urbanized area in the United
States to ensure continuing, comprehensive, and coor-
dinated efforts when it became clear that the construc-
tion of major transportation projects cannot be
isolated geographicaly or functionaly, but needs to
include local and state authorities, as well as transit
owners and operators. Currently, there are more than
340 such MPOs.

2. Ingtitutions that are established as voluntary col-
laborations of actors that address problems using their
own resources. The traditionally strongest section of
this type is comprised of community and economic
development corporations and executive-level forums.

Many of those corporations were founded in the 1970s
in response to the decline of inner cities and old indus-
trialized areas. As such, they are often led jointly by
county and city officials and business representatives
through the chamber of commerce, while others still
retain a smaller, grass roots community focus.

In the absence of a defined marketplace or a cen-
tralized authority, coordination through either form of
regional networks depends on the possibility of no
hierarchy whatsoever. However, thereis still consider-
able skepticism that governance through pure network
coordination can be sustained without some |ast-resort
backup of some authority. The trust among actors in
network arrangements may not be sufficient to meet
the accountability and reliability requirementsin mak-
ing decisions for most governance issues.

Cooperation Among Nonstate Actors

While traditional political science, with its emphasis
on the public sphere, does not pay much attention to
the roles and responsibility of nonstate actors, gover-
nance theory is defined by its inclusion. Thus, the
guestion of effective and equitable coordination
among those actors becomes central.

Governance through coordination by communities,
clans, and associations is aso referred to as self-
governance. Self-governance requires collective
action, which entails the ability to organize interests.
It is presumed to be low in large populations, espe-
cidly if the interests are heterogeneous and of rela-
tively low priority to the individual. This is why, for
example, consumer interests are generally harder to
organize than those of producers.

Another instance of coordination is government’s
self-interests. It describes the genesis and organization
of interest associations and their role in balancing mar-
kets and states. These types of contract-based collectiv-
ities are characterized by some degree of symmetry in
their respective resources, especially in their capability
for representing the interests and controlling the behav-
ior of their members (and, where necessary, outside
mavericks), and an effective monopoly in their status as
intermediaries for a given class, sector, or profession.
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From a normative point of view, self-governance
and private interest government can only claim equiv-
alency to hierarchical coordination through states if
the results do not harm the common good. Because
private interest government cannot employ the state's
authority, it hasto rely on the stakeholders' consent in
order to be effective. This is especialy crucia if the
ingtitution regulates problems that do not only affect
its members, but also external groups and individuals.

Conclusion

As demonstrated in the discussion and the examples,
al typical modes of coordination—hierarchy, mar-
kets, and networks—are equally relevant in gover-
nance practices on all levels. There is no neat
distinction that would have all private actors coordi-
nate through markets and price, al public actors
coordinate through hierarchies and authority, and all
communities coordinate through networks and trust.
Individuals, and public and private organizations and
ingtitutions, in modern societies rely on al three
modes to make decisions and achieve shared goals.
Given the ubiquity and frequency of such decision-
making processes in everyday life, it isthus important
to be able to distinguish the mechanisms and princi-
ples, as well as the practice of coordination, for
governance to be effective.

—Christine Pommerening
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Market Economy; Game Theory; Governance; Hierarchy;
Market; Network
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CoRE EXECUTIVE

A core executiveisanetwork of institutions and infor-
mal practices that endeavors to coordinate govern-
ment policy. Theories of governance often draw our
attention to the diverse organizations that are involved
in the formulation and implementation of public pol-
icy. These organizations often have divergent motiva
tions, visions, resources, and time horizons. The core
executive consists of those ingtitutions that seek to
integrate government policies by negotiating with,
and arbitrating between, such organizations. It is,
however, understood as a fragmented network rather
than a unitary agent.

The Anglo school of governance developed the
idea of a core executive within its general account of
a differentiated polity. The big contrast here is that
between the differentiated polity and the Westminster
model of British politics. The Westminster model
includes a strong executive composed of the prime
minister and cabinet. In contrast, the concept of a core
executive points to a more fragmented view of the
executive, which is also seen as being characterized
by weakness as much as strength. The concept thereby
contributes to a general account of a differentiated
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polity that is composed of various interdependent
departments and agencies.

Core executive studies have developed in two main
ways. First, the concept has been used to describe
states other than Great Britain, especially states that
have a cabinet government. Public-sector reforms,
such as contracting out, typically result in multiple
governments, departments, and agencies being involved
in service delivery. As aresult, the executive has often
become fragmented and also increasingly focused on
issues of coordination. The key features of the core
executive thus appear to have wide applicability.
Second, the concept has been theorized in terms of
meanings rather than functions. Originally, the core
executive was defined functionally in terms of the
need to secure coordination. The process of fragmen-
tation was understood, likewise, as one of differentia-
tion into more and more institutions, each of which
performed a discrete function. Maore recently, the core
executive has been conceived as being composed of a
number of practices with fuzzy boundaries. These
practices are contingent and contested. Actors within
them interpret them and try to mold them in different
ways in large part because they attach different
meanings to them.

—Mark Bevir
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CoRrrPORATE CoDpEs oF CoNDUCT

Corporate codes of conduct (CCC) relate to codified
sets of ethical standards to which corporations aim to
adhere. Commonly generated by the corporations
themselves, such codes vary extensively in design and

objective. Crucialy, they are not directly subject to
legal enforcement. In an era acutely aware of the
dramatic social and environmental effect of corporate
activity across the world, such codes of conduct have
become the focus of considerable attention.

A Wider Corporate Agenda

Strictly speaking, there is no fixed consensus on what
CCC should cover. Stated objectives generally relate
to the particular concerns of the corporation, and
authors are likely internal managers and serving
consultants (although sometimes in consultation with
nongovernmental organizations (NGOs) and the UN’s
Global Compact). Accordingly, the codes are pro-
duced in numerous formats, ranging from detailed
best-practice guidelines on social and environmental
issues to broad proclamations by the corporation to
uphold a range of values (such as the recognition of
human rights). A familiar theme is corporate social
responsibility (CSR), introduced to promote the idea
that corporate activities should, at the very least, avoid
disruption to the wider society and preferably generate
positive effects. Examples of CSR practices include
the preservation of the environment through low pol-
lution and energy-efficient measures, the production
of merchandise that is recyclable and biodegradable,
and the promotion of uniform treatment of employees
across labor markets, thus ensuring acceptable work-
ing conditions irrespective of local market standards
(such as the refusal of child labor).

Given the formidable power of corporations and
the profit motives that shape their priorities, questions
remain as to the degree to which they will genuinely
prioritize socially responsible behavior and facilitate
stakeholder input in corporate governance. The corpo-
rate sector’s most prominent response to these issues
is CCC.

Advaocates of CCC arguethat it isin theinterest not
only of society to harness at least some of the inordi-
nate wealth and power that corporations wield and
reorient it toward societal benefit, but that it also
makes good business sense. Motivated by the primary
corporate objectives of minimizing risk and enhancing
returns, the corporation seeks to project an attractive



164 Corporate Codes of Conduct

public image and increase shareholder investment.
Codes of conduct that prescribe ethical behavior are
deemed to positively influence purchasing decisions
and thus boost shareholder profit and secure new
investors. They are seen as away to mainstream ethi-
cal concerns into the core of business procedures.
However, the efficacy of such codes depends upon
their reliability as a gauge for actual corporate behav-
ior and whether stakeholders (such as consumers,
governments, advocacy groups, and unions), as well
as investing shareholders, can rely on their accuracy.
Central to the credibility of CCC then is comprehen-
sive monitoring, enforcement, and transparency of
corporate conduct. The corporate sector has long
resisted the call for tighter centralized regulation of its
activities, claiming that this would unacceptably
reduce competitive capacity and depress financial
growth. Instead, there is an increasing trend to
produce publicly available CCC and related CSR
reports for the inspection of the public and sharehold-
ers dike. Certainly the last few years have seen a
number of major corporations adopt this strategy,
including McDonalds, GAP, Mattel, Hewlett Packard,
Dell, and IBM.

CCC in Question

Symptomatic of the criticisms leveled at the notion of
CCC isthe claim that they are merely an astute public
relations exercise and there is, in fact, a wide chasm
between rhetoric and reality. Seemingly generous
gestures, such as the donation to “good causes’ of
£57million by Shell and £50 million by BP in 2004,
for example, are seen as postgame philanthropic
strategies aimed at sanitizing their reputation as indus-
trial polluters.

Reports of corporate mal practice from NGOs, such
as Oxfam and Amnesty International, argue that CCC,
including CSR, is at best peripheral, exerting little
influence over companies core business activities.
Certainly CCC and CSR reporting is still relatively
scarce. In spite of notorious scandals, from General
Electric in the 1980s through to Enron and WorldCom
in the early 2000s, only between 1,500 and 2,000
businesses currently produce such material—a small
proportion of the global total. It is argued, moreover,

that while the risk to reputation is acompelling reason
for high-profile companies like Nestlé or Nike to pro-
duce CCC, the vast mgjority of companies largely
unknown to the general public (irrespective of their
impact on society) are not subject to the same ratio-
nale. Many “behind the scenes’ corporations and
small- and medium-sized businesses may have much
looser connections with stakeholders and are instead
motivated by the ideathat “value for money” isrelated
to baseline costs and prices unencumbered by the
“extra costs’ of social considerations.

Moreover, critics hold the view that corporations
often give the impression that they are self-regulating
bodies open to public scrutiny and yet, despite the
apparent “ingtitutionalization of ethics’ in the form of
CCC, they are seldom subject to detailed enquiry. In a
voluntary framework, it is reckoned that corporations
are more likely to publish self-congratulatory state-
ments, rather than the hard data that would enable
stakeholders to correctly assess corporate operations.
Subsequently, it is argued that only lega measures
obliging corporations to disclose the relevant material
will establish atrue incentive for genuinely responsi-
ble corporate behavior.

There is little doubt that corporations are vitally
important social, economic, and environmental actors
and that CCC have radically improved the quality of
dialogue between corporations and stakeholders.
However, the degree to which CCC transform funda
mental business practices remains an open question.

—Jude Browne
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CoORPORATE GOVERNANCE

Corporate governance refers to the way that compa-
nies are governed or run. Corporate governance is
important because it refers to the governance of what
is arguably the most important institution of the capi-
talist economy. Johnston Birchall arguesthat it is use-
ful to focus on three main issues when considering
how organizations are governed. First, which individ-
uals or groups are provided with membership rights.
Membership rights might only be given to one class of
people. The shareholder system of corporate gover-
nance is probably the most prominent example of this
approach within the corporate realm. In these organi-
zations, membership rights are only provided to those
who supply financial capital to the firm. Membership
rights might aternatively be provided to more than
one class of people or groups. In the corporate arena,
these bodies are usually said to have a stakeholder
system of corporate governance. Alongside share-
holders, typical stakeholders include employees,
members of the local population, representatives from
supplier firms, customers, and local government.

Second, it is valuable to examine the content of the
rights provided to members. Two broad sets of rights
are of significance here. On one hand, it is useful to
focus on the precise character of the rights members
enjoy over governance. For example, do members
only have aright to be consulted about the direction of
corporate policy or are they allowed to make decisions
alongside managers? On the other hand, it is impor-
tant to examine the rights over the surplus generated
by the organization. Not-for-profit companies do not
permit any part of the surplus to be distributed to
members. For-profit firms are allowed to distribute the
surplus to members, usualy in the form of dividend
payments.

Third, it is useful to study the modes of representa-
tion available to members. Direct representation
might be used to represent members interests.
Members might vote directly for a representative on
the board of governors. Indirect representation occurs
when organizations are used to represent members.
For instance, a consumer council might be used to
represent the views of customers. Proxy representation

occurs when a self-appointed board is used to
represent the stakeholder constituency.

Shareholder Governance

In liberal models of capitalism, such as Great Britain
and the United States, shareholder governance is the
dominant company form. On this model, companies
exist to serve the interests of shareholders. Share-
holders are deemed to be the owners of afirm, which
means that they are supposed to enjoy rights over
governance as well as the surplus generated from the
firm. One prominent justification for shareholder
ownership resides in risk-based considerations. This
argument insists that having an efficient allocation of
risk within a firm is essential for overall efficiency.
The argument continues that shareholders are better
placed at absorbing risk than other stakeholders. By
holding a diverse portfolio of sharesin different com-
panies, shareholders can spread the risks associated
with a specific company (such as the risks associated
with capital investment projects) in ways unavailable
to other stakeholders. Gaining an efficient allocation
of risk implies that shareholders should be charged
with handling risk. Shareholder ownership guarantees
that shareholders become the bearers of the risk of
afirm.

Shareholders are not a homogenous body of indi-
viduals, but instead exhibit different characteristics.
From a governance perspective, one important differ-
ence is that between institutional and noninstitutional
shareholders. The former refers to financial bodies—
such as pension funds—that purchase shares in
companies. Financia institutions often display a con-
centrated pattern of shareholder ownership, owning
substantial amounts of shareswithin a particular com-
pany. Noninstitutional shareholders are individuals
such as members of the public or staff that buy shares
in companies. Noningtitutional investors typicaly
hold small amounts of shares. Share ownership among
noninstitutional investors tends to be dispersed among
awide range of individuals.

In the 1930s, Adolf Berle and Gardiner Means
argued that the nature of the rights that shareholders
enjoyed changed importantly during the early stages
of the twentieth century. In particular, during the
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nineteenth century, those who supplied financial
capital to a firm aso tended to be those who ran the
firm’'s operations. Berle and Means argued that this
tradition of owner management changed as firms grew
during the twentieth century. Ownership lost control
as those individuals who were thought to be owners
were no longer the same people as those who ran the
operations of the company. Shareholders delegated
decision making to a set of managers who are sup-
posed to act in the best interests of shareholders.
Although there are grounds for believing that the
nature of ownership changed during the opening
stages of the twentieth century, it is arguable whether
this signifies the divorce of ownership from control.
The principal reason for thisis that control rights are
perhaps properly seen as part of ownership, so what
transpired was not the splintering off of control from
the concept of ownership, but rather a change in the
relationship between different components of owner-
ship (relating particularly to rights over surplus
and control). Nevertheless, important changes in the
nature of shareholder ownership did seem to occur,
whether or not it is accurate to refer to this as a sepa-
ration of ownership from control. For many observers,
this change gives rise to the key issue of corporate
governance, namely how to ensure managers act in
the best interests of shareholders. In particular, man-
agers and shareholders are assumed to value different
things. It is usualy thought that shareholders want to
maximize profits, while managers seek simply to sat-
isfy their persona goals. The argument continues that
as executives are responsible for the daily operations
of firms, they will pursue their private goas rather
than the goals of the shareholders. In the literature on
shareholder governance, much attention is devoted to
trying to resolve this agency problem. For some com-
mentators, the key is to have a well-functioning mar-
ket for corporate control. On this view, the threat of
takeover from a different firm puts pressure on an
incumbent set of managers to maximize profits. If
executives are not maximizing profits, then the firm
will be subject to a takeover bid from a firm that sees
an opportunity to make money. The bidding firm
could replace the incumbent directors with a new set
of managers that will maximize profits. For some, the

mere threat of a takeover is enough to ensure that
managers maximize profits.

Other commentators are more skeptical about the
value of this market discipline. Critics, for example,
alege that takeover activity is not necessarily moti-
vated by a desire to maximize profits (and so meet
shareholder objectives), but other considerations (for
instance to maximize the size of a firm). An aterna
tive to relying on the market for corporate control is
to focus on the internal governance of companies.
Emphasisis placed on encouraging more active share-
holder involvement in the firm. For example, the
British government has looked recently at proposals
that would alow shareholders to vote at annual gen-
eral meetings on the pay packages of executives. This
is intended to address shareholder disquiet at casesin
which managers have awarded themselves large pay
increases, even though this has not gone alongside
improved corporate performance.

The attempt to encourage shareholders to monitor
managers more actively raisesthe issue of what sort of
representation is available for shareholders.
Shareholders might be allowed to elect a representa-
tive on the committees that help set executive pay.
Differences between shareholders may be important
for the nature of any proposed ingtitutional change. It
is probably easier to motivate those with concentrated
shareholdings to monitor managers than those who
hold small amounts of shares. Concentrated share-
holding is less prone to free rider problems than
dispersed patterns of shareholding. This means that
institutional shareholders might be better placed than
small investors as monitoring managers.

Stakeholder Governance

A string of high-profile corporate failures in liberal
models of capitalism, such as Great Britain and the
United States, has fueled attemptsto reform the share-
holder governance model. Enron, Polly Peck, and
Mirror Group pensions have al played their part in
stimulating this reform agenda. An important part of
the reform effort focuses on trying to make share-
holder governance operate more effectively through a
combination of governance reform and enhancing the
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market for corporate control. However, a different
strand of reform activity focuses on replacing share-
holder governance with an aternative stakeholder
approach. Many of those that advocate stakeholder
governance are on the Left of the political spectrum.
For much of the twentieth century, socialists and
social democrats did not pay much attention to issues
concerning how firms are governed and run. Although
there were figures that did develop policies toward
corporate governance, for the most part these efforts
were overshadowed by the emphasis that the rest of
the Left placed on common or state ownership as the
way of achieving socialist goals. The collapse of state
socidism in the former Soviet Union and Eastern
Europe during the late 1980s and early 1990s helped
ater all of this. Many lost faith in state ownership and
came to accept that there is no viable alternative to
capitalism. However, most remained critical of capi-
talism and believed that the task now was to create a
more just and efficient form of capitalism. In places
such as Great Britain, the reform of shareholder
corporate governance was one of the main ways
that social democrats tried to create a new model of
capitalism.

A variety of rationales are advanced in favor of
stakeholding. Some put forward efficiency arguments.
John Kay suggests that the relationships that man-
agers develop with stakeholders endow the firm with
social capital that helps minimize transaction costs.
Moving beyond a shareholder approach increases the
socia capital that is generated and so alows for a
greater reduction in transaction costs that are associ-
ated with a shareholder approach. A greater reduction
in transaction costs points to greater efficiency gains
under stakeholding. Some observers use the sorts of
risk-based arguments used to justify shareholder own-
ership to press the case for other stakeholders. For
example, Margaret Blair argues that shareholders are
not the only people who take on risk within a firm.
Employees are bearers of risk because they develop
firm-specific skills that can inhibit their mobility in
the wider labor force. As the fortunes of workers are
tied in to the fortunes of their company, staff are sus-
ceptible to risk. Employees should be given gover-
nance rights in recognition of the risks they face.

Others develop ethical justifications for stakeholding.
Some say that the power exercised by afirm provides
acase for those that are affected by this power to have
some degree of control of the firm’'s operations.

Public Services

The Left has not confined its attention to advocating
reforms to those organizations that inhabit the market-
place. In places such as Great Britain, stakeholder
ideas have also been applied to the sphere of public
services. Stakeholding surfaces in policies such as
foundation hospitals. The best performing hospitalsin
the National Hedth Service have been alowed to
apply for foundation status. Although the funding for
these hospitals continues to come mainly from the
public’s purse, these hospitals enjoy considerable local
autonomy from central control. These hospitals pro-
vide membership rights to a range of stakeholders.
Those entitled to become members are those individu-
asthat belong to the population served by the hospital
(the public constituency), people that have attended the
hospital as a patient or a career of a patient within a
time period specified by the constitution (the patient
congtituency), and those who have an employment
contract with the hospital (the staff constituency). In
addition, membership rights are provided to those that
perform functions for the hospital other than under an
employment contract. This category includes those
that belong to a Primary Care Trust, local authority or
authorities, or a university whose dental or medical
schools are affiliated with the hospital.

Foundation hospitals have a board of governors
and the members previoudly cited have arole in pick-
ing these governors. The public and patient con-
gtituencies are responsible for choosing more than
half of the governors. The staff constituency chooses
at least three members of the board of governors. A
Primary Care Trust, local authority, and university
each choose at least one of the governors. Further-
more, abody seen as a partnership organization within
the hospital’s constitution may also choose a member
of the board. In relation to rights over surplus, no
members of the foundation trust have rights over the
surplus.
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The mode of representation within foundation
hospitals is through a mix of elections and direct
appointment. The public, patient, and staff constituen-
cies each elect their representatives on the board of
governors. The Primary Care Trugt, local authority or
authorities, university, and partner organizations each
appoint their own representative on the board of gov-
ernors. Governors serve three-year terms and are
allowed to stand for office again once their term ends.

Criticisms of Stakeholding

The emphasis on stakeholding has not gone unchal-
lenged. Elaine Sternberg alleges that stakeholding is
unworkable and destroys accountability within afirm.
Sternberg argues that stakeholders are usually seen as
all those who affect or are affected by a corporation.
She argues that a key problem is that the understand-
ing can be stretched so that virtually everyone can
be presented as a stakeholder. Managers will find it
impossible to reach decisions that satisfy all stake-
holders because of the sheer numbers involved.
Stakeholding is a recipe for manageria paralysis.
Furthermore, Sternberg says that accountability
can only function well when those to whom the
managers are accountable agree on what ought to be
the purpose of corporate policy. Under shareholder
governance, this is usually assumed to be profit.
Sternberg suggests that the stakeholder model frac-
turesthis single, clear purpose. Different stakeholders
value different ends. Rather than being subject to
some overriding organizational goal, managers have
to balance stakeholder benefits. As managers cannot
be judged against a single purpose, they are effec-
tively accountable to no one. Stakeholding destroys
accountability.

Sternberg’s criticisms are not the end of the mat-
ter, and instead open up a new set of debates. If
stakeholding means that managers have to take
everyone into account, then there are grounds to
believe that stakeholding will be unworkable.
However, stakeholding does not necessarily have to
take everyone into account. While some understand-
ings of stakeholding may be elastic, not all are. Thus,
managers are unlikely to be overwhelmed by the

numbers of stakeholders they have to consider. It is
true that the cut-off point for those to be considered
stakeholders is not easy to fix. However, these diffi-
culties apply to all systems of corporate governance,
including those that restrict their attention to
shareholders. It is likely that those denied stake-
holder status would lobby managers to be viewed as
stakeholders. Thisfeature is not unique to stakehold-
ing and also applies to those excluded from share-
holder models of the firm.

Stakeholder firms might also be charged with
meeting a clear purpose, delivering a specified level
of service. For example, foundation hospitals are
responsible for delivering health care services to a
specified population. Of course, the best way in
which this may be achieved may be a subject of con-
siderable debate. But this applies equally to what
policies firms have to follow in order to maximize
profits. Empirical evidence is needed to see whether
or not stakeholding is unworkable and destroys
accountability. What can be said is that corporate
governance reform is high on the agenda, and thereis
likely to be amore complex and varied system of cor-
porate governance in the future, as the impact of pub-
lic service reform and dissatisfaction with corporate
failings gathers momentum.

—Rajiv Prabhakar
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CORPORATISM

Corporatism can be defined as a political system in
which selected social and economic groups enjoying a
monopolistic status of representation participate
authoritatively in the decision-making and implemen-
tation processes of public policies. Corporatism and
the different approaches linked to it have made the
changes in the national and international economic
environment one of its central explanatory variables.
In particular, postwar corporatism involved the inclu-
sion of organized labor not only at the workplace but
also in national politics. Thus, the corporations on
which corporatism is based are not large firms, but
intermediary associations of individuals or firms in
similar position and, as such, competing with one
another. In this context, these corporations can sus-
pend competition and are considered legitimate to
participate in certain decision-making and implemen-
tation processes.

While these empirical processes can be traced
back to the middle ages, the theoretical approaches of
corporatism date back to the second half of the twen-
tieth century. From the 1970s on, political and social
sciences discovered corporatism as a new way to rep-
resent sectoral interests and conceptualized it under
the term of neocorporatism. It was considered a
European anomaly from what had become a predom-
inantly American pluralist theory of interest politics.
In many perfectly democratic European countries,
interest groups were organized and behaved in ways
reminiscent of corporatist systems. This devel opment
coincides with a more general analysis in the social
sciences of the evolution of national economic
systems. However, the high days of neocorporatism
research have met with criticism as the technol ogi-
cal and international developments increasingly

challenged the stable relationships of corporations
and the state.

Forms of Corporatism

Corporatism has along history. The modern territorial
state superseded a political and economic order that
consisted of numerous corporate communities
endowed with traditional rights and obligations, such
as churches, estates, cities, or guilds. In this context,
organized collectivities regulated cooperation and
competition among themselves and their members
without or with limited influence of the state.
However, these corporations ultimately proved
unable to prevent the victory of the state form of polit-
ical organization. For political and economic liberal-
ism, corporations are furthermore illegitimate to
mediate between the individual and the state.
Nevertheless, collective organizations continued to
exist, so they could be included in the political order
of the state. The political solution for this problem can
particularly be found in nineteenth-century Germany,
where, based on Georg Wilhelm Friedrich Hegel’'s
Philosophy of Right, corporate associations were
considered necessary to participate alongside the
Parliament in political negotiations. Corporatist think-
ing deplored social conflict brought about by party
competition and market economy. In the same vein,
the Catholic socia doctrine favored political represen-
tation on the basis of professional groups. This politi-
ca structuration was considered limiting of class
divisions. Modernity should be reached by compul-
sory organization of society along lines of industrial
sectors and producer groups. Fascist regimes, such as
Benito Mussolini’s (ltaly), Francisco Franco's
(Spain), and Antonio de Oliveira Salazar’'s (Portugal)
fascist regimes, were examples where the political
structure of the state was considered to be the reflec-
tion of the organic structure of the society. This
so-called state corporatism attempted to use corpo-
ratist organizations as an instrument of state rule. The
particular structure was favored as it helped to avoid
uncontrollable parliamentary democracy. However,
antiparliamentarist state corporatism was only one of
two forms of corporatism—societal corporatism was
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developed after 1945 through democratic state
building and collective bargaining and theorized
under the term of neocorporatism.

Neocorporatism

Contrary to corporatism, generally used in a descrip-
tive endeavor, neocorporatism has been developed as
a normative as well as empirical theory. However, as
with pluralism, neocorporatism is far from being a
unified and coherent approach. It constitutes, accord-
ing to its main defendants such as Claus Offe,
Philippe C. Schmitter, and Gerhard Lehmbruch, an
answer to national and international economic prob-
lems of the 1970s. The neocorporatism dialogue was
the attempt to reconcile capitalist economy with mass
democracy. Collective national political and institu-
tional arrangements were used or created to remedy
problems whose origins lay, more often than not, at
the international level. The essential element of
neocorporatism is that government grants a monopoly
of representation to certain peak associations in
exchange for their cooperation in developing policy.
Also, government intervenes substantially in the econ-
omy in order to achieve particular goals. One central
goal is to develop an income policy; that is, the
attempt to control inflation by influencing wage bar-
gaining and the prices of goods and services.
Empirically speaking, both labor and employer’'s
organizations are included in free collective bargain-
ing. Unions and employers are to set the terms of
employment between themselves, under legal immu-
nities, protection, and facilitation. This situation of
political exchange is the basis for a situation where
unions give up their attempt to replace the state,
government refrains from direct wage setting, and
employer’s organizations accept to sit with both the
state and the unions to bargain over economic policy.
The unions increasingly refrain from striking as a
political action repertoire, and both employers and
labor organizations were considered legitimate mono-
polistic interlocutors by the state. It was the particular
context of the 1970's economic crisis that relaunched
the political and academic debate on traditional corpo-
ratism. The state was confronted with contradictory

demands in a sSituation of stagflation in which it
progressively increased its prerogatives in economic
politics. In order to legitimate these prerogatives, the
state associates the socia partners more closely. Thus,
confronted with increasingly international competi-
tion, the concentration mechanisms described by
neocorporatist scholars are meansto resolve or at least
calm down the class conflict at the national level.

According to the theoretical definition developed
by Schmitter, neocorporatism is a system of repre-
sentation in which individuals are part of a limited
number of economic organizations, where member-
ship is compulsory. These organizations are struc-
tured differently according to the economic sector
they belong to. Their status is recognized or even
established by the state. It allows for a monopolistic
status in a given economic field in exchange for a
certain control by the state over the choice of their
leaders and the demands they can formulate. Some
groups are by definition stronger than others and
might gain control over public policy domains, thus
representing the phenomenon of policy capture that
pluralists feared. Large groups based on socia class
structures tend to bureaucratize. They develop a
more or less efficient organizational structure, based
on expertise in a specific policy field. Based on this
know-how, the state may thus transfer a certain number
of decision-making and implementation powers to
these organizations.

Contrary to pluralist approaches, however, not all
cleavages have the same value. Thus, “market partici-
pants’ can be differentiated from “policy takers.”
Class organizations belong to the first category, repre-
senting either the offer or the demand side of the labor
market or services: business organizations or trade
unions but also consumers or banking associations.
These organizations exercise pressure in order to
enlarge their part of the market. They are able, despite
their more or less important position in the political
system, to influence governmental policies and to
have a destabilizing effect on the political, social, and
economic order of the state. This destabilizing capac-
ity assures that they enjoy a central role in a political
system compared to other groups. Organizations
belonging to the second category, on the contrary, are
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subject to the effects of these policies. While they also
participate in a political market, this market has no
direct influence on the stability of the political order.
Automobile or student associations are examples of
these groups, which participate in the public debate,
influence government, but are rarely the cause of
political upheaval.

If the state delegates power in the two cases, it does
so for different reasons. Thus, in the case of class
organizations, the objective isto restrain and to disci-
pline the organization members in order to achieve a
higher predictability of behavior patterns in the
case of conflict. In the case of pluralist groups that
obtain public status and thus gain the right of self-
administration, the principal motive is delegation,
devolution, and the transfer of political debates to an
arena that does not directly affect the stability of the
central government or the ruling parties. This type
of delegation reduces, on the contrary, the overload
of the state.

Structural and Functional
Aspects of Neocorporatism

Differentiating between the structural and the func-
tional aspect of interest representation with regard to
neocorporatism and pluralism clarifies the definition
further. Whereas the structural aspect concerns the
organization of group interests in established interme-
diary associations (logic of membership), the func-
tional aspect refers to the political coordination
between interest associations and the state (logic of
influence). Thus, in structura terms, pluralist theory
most commonly conceives of interest politics as free
competition among a variety of groupsin amarket for
political representation, whereas in corporatist sys-
tems, selected organizations enjoy a representational
monopoly. But the state also intervenes directly in the
internal affairs and structures of these organizations,
favoring a particular leader, depending on who is
expected to be more reasonable from the perspective
of the actual state actors. With regard to the functional
aspect, under pluralist theory, private interests are
only tamed by competition and public regulation,
whereas under corporatism the state offers incentives

for interest groups to cooperate. Moreover, corporatist
theory blurs the boundary between the state and civil
society, as the state shares authority with interest
groups not only in the decision-making process but
aso in the implementation phase. Moreover, as inter-
est groups assume the responsibility for compliance of
their members, they help the state to make its deci-
sions accepted.

From an empirical point of view, Sweden, the
Netherlands, Austria, Germany, France, and Great
Britain are classified as neocorporatist countries, in
rather different terms, however. Whereas Germany
belongs to the category of strong corporatist states,
just after Sweden, the Netherlands, and Austria, the
United Kingdom seems to have both neocorporatist
and pluralist elements. It has only sometimes been
classified as “medium corporatist,” at least with
regard to agricultural policies. British politics after
World War |l are considered to be Keynesian, with a
pluralist bias. France is categorized as a weak corpo-
ratist state in some policy areas, in particular agri-
culture. Economic policies, however, follow a statist
pattern. It is important to note that in a normative
debate, the French political system is often called
“corporatist” in a classical sense. Thus, specific pro-
fessions, such as teachers, are thought to be similar to
guilds as they cling to their old prerogatives. The
German system has both defenders among pluralist
scholars with regard to associations and social move-
ments, as well as neocorporatist analysts researching
business and trade union patterns. However, the latest
studies seriously question the neocorporatist label for
Germany.

The Empirical and Theoretical
Limits of Neocorporatism

At the end of the 1980s, Schmitter came to a rather
negative and pessimistic conclusion with regard
to neocorporatist patterns in Western Europe.
Globalization, the development of welfare state
arrangements, and the level of unemployment are
leading to the end of neocorporatist arrangements
based on equality. Full employment cannot be assured
anymore in highly independent economies and, thus,
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wage moderation cannot be “bought” any longer.
Therefore, it is the end of organized capitalist sys-
tems. The tendency leads to micronegotiations at the
firms level; mesocorporatism continues to exist only
in specific or sheltered policy sectors.

However, the short life of neocorporatism should
not conceal the fact that this approach has allowed
new analytic frames to develop to study the relation-
ship between the economy, politics, and society. It
has contributed to the development of other types of
research, in particular studies on comparative cap-
italism (varieties of capitalism) and middle-range
theories on the socioeconomic organization of states.
Furthermore, whereas corporatism was originally
used to characterize entire societies in terms of their
being more or less corporatist, the reflection on the
micro- and mesolevels of policies allowed for a new
sociological approach to corporatism. Associations
active in a corporatist system used both corporatist
and pluralist strategies in pursuit of their objectives.

Finally, corporatism and neocorporatism have aso
found new applicationsin political theory, particularly
through the concept of associative democracy.
Associative democracy links elements of pluralism
and neocorporatism in underlining the freedom to
associate, as well as the policy implementation tasks
associations performed in political systems. It stresses
new forms of responsibility and accountability at the
local level, reducing the role of the central state.
Associations seek a “dispersed centralized demo-
cracy” that combines individual choices of liberalism
with the public provision of collectivism. In the logic
of this argument, the abnormalities of the classic
model of collective representation can be considered
as modern forms of democratic systems. As in con-
sensual systems, the central decisions are taken unan-
imously, and the political process is more generally
characterized by a consensual approach rather than by
a search for mgjorities. To guarantee citizens' partici-
pation in these consensual and corporatist systems,
one must take into account two options: on the one
hand, the strengthening of interest groups organiza-
tional capacities to control political power and, on
the other hand, institutional checks and balances.
The model of associative democracy, by binding the

neocorporatist agenda to the requirements of the
theory of liberal democracy, assumes that associations
can be at the same time instruments to improve the
efficiency of policy making and assure citizens' par-
ticipation. In situations where political parties do not
supply adequate access to citizens to alow them to
participate in the decision-making processes, interest
groups can offer opportunities for such participation.

While the neocorporatist approach was conceived
to analyze as well as theorize the increasing interde-
pendence of economies in the 1970s, it is aso this
particular interdependence that is responsible for the
decline of the approach, asit has difficulties to include
the limited autonomy of nation-states in its research
patterns. However, neocorporatism has generated a
large number of comparative studies in political econ-
omy and has helped classify the organizations of sec-
tord interestsin Western Europe. Itssocia bias, that is,
this interest in class groups, is, nevertheless, problem-
atic today as these differentiations seem to lose their
explanatory character. Here, the normative approach of
associative democracy might be able to use elements
of neocorporatism in its research design. Findly, it is
aso a the international level that neocorporatism
shows its limits. Transnational pluralism seems to be
the mgjoritarian pattern linking societal groupsto state
actors. However, “idands of corporatism” can still be
observed in a number of policy sectors.

—Sabine Saurugger

See also Association; Consociationalism; Interest Group;
Market; Political Exchange; Social Democracy; State
Capture
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CORRUPTION

Corruption can be defined as the paying and receiving
of bribes for preferential treatment. At the most basic
level, the fees demanded and paid are used to subvert
normal processes for the procurement and provision
of public-sector goods and services. At more sophisti-
cated levels, payments are used to secure undue
access to, and influence over, policymakers whose
decisions affect economic outcomes. But the line that
separates undue influence and legitimate policy advo-
cacy is often blurry. Money can buy favors as surely
as it finances legitimate policy advocacy.

Where legitimate advocacy ends and bribery
begins is partly a matter of definition, determined by
culture, values, political systems, and institutional
arrangements. Traditionally, responsibility for defin-
ing the rules has resided with national (and some-
timeslocal) law- and rule-making bodies. Globalization
changes that. Competing values now easily seep
across borders, challenging traditional authority, cus-
toms, and governing institutions. Rule-making powers
that were previously the exclusive province of nation-
states are now partly invested in supranational bodies.
Moreover, the technology infrastructure that facili-
tates global finance makes it easy for the fruits of cor-
ruption to travel across borders to be laundered.
Money laundering and corruption go hand in hand.

An incentive for corruption is created when public
officials have discretion over factors that influence
private-sector costs or benefits. The magnitude of the
impact, the probability of discovery, and the severity

of punishment are likely determinants of the extent of
actual corrupt behavior.

Beyond the traditional payment/extortion model
that covers transactions between public and private
actors, new variants have begun to emerge. Officias
of international governmental organizations (1GOs)
may dispense illegal favors to national government
officials, either for private gain or to secure preferred
policy outcomes. For instance, smuggling of arms,
weapons of mass destruction precursors, illegal drugs,
currency, and other contraband is sometimes directed
by governments for strategic purposes. For policy rea-
sons, or in return for financia incentives, officials of
IGOs may turn a blind eye to cross-border illegal
activity or may actively aid national government offi-
cials in circumventing treaties, covenants, regimes,
and other aobligations.

The demarcation between public and private
responsibility is further blurred by the fact that
national governments have increased reliance on pri-
vate actors, including nongovernmental organizations
(NGOs), to set standards and police behavior. For
instance, many governments reguire banking officials
to report suspicions of money laundering to the
authorities. Chief financial officers and accounting
firms sometimes have an affirmative duty to report
financial wrongdoing. Consequently, private-sector
actors face corruption incentives analogous to the
ones traditionally faced by public officials.

Types of Corruption

The three most common types of corruption are:
paying to receive a benefit, paying to avoid a cost, or
paying to secure a government position. Governments
can create tiered markets in which some customers
receive favorable prices, while others are required to
transact at market prices. Similarly, preferential treat-
ment may be given to favored individuals or groups
when governments lease property, sell assets, award
contracts, or hand out subsidies. Circumstances like
these create incentives to bribe public officias in
exchange for preferential treatment.

Bribes are dso paid to avoid the imposition of
costs or to shift costs onto competitors. Governments
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can impose substantial costs on private actors when
they act (or sometimes fail to act) to levy taxes, imple-
ment regulations, and enforce the criminal law. As
compliance costs rise, so does the incentive to avoid
them. Firms are more likely to consider bribery worth
the risk of getting caught when compliance costs
are high and penalties for noncompliance are low.
Moreover, when compliance costs are high, it is eco-
nomical to pay large bribesto avoid them. Asthe scale
of bribery increases, so does the incentive for bribe
seeking.

Public-sector employment is a source of corrupt
practice when pay scales vary significantly from the
private sector. Pay scales that are too high create an
incentive to pay bribes to secure public-sector jobs.
Pay scales that are too low make public employees
more easily susceptible to bribe offers. Low-paid
public-sector employees may assume that taking pay-
ments to grease the skids is tacitly accepted and
expect bribes as a perquisite of the job.

The issue is more subtle at the higher reaches of
public policy-making organizations. It concerns
access. Large donors are more likely than others to
gain access to present their case to high-level decision
makers. Senior policymakers also gain exposure to
powerful networking opportunities. Even without an
explicit quid pro quo, senior level officials may, nev-
ertheless, be tempted to use their offices to ingratiate
themselves with people and industries they regulate,
hoping the favor will be returned at some later time.
However, the revolving door between high-level regu-
lators and executive positions does not necessarily
signify corrupt practice. Senior regulators, cabinet
ministers, and elected officials may possess special-
ized knowledge (and contacts) that private-sector
firms find extremely valuable. Consequently, they
may be recruited for high paying positions in private
industry without corrupt intent or result.

Finally, criminal organizations, terrorist organiza-
tions, and rogue states use corruption as a weapon to
further strategic aims. International terrorist organiza-
tions have set up nominal charities whose actual func-
tion is to direct and fund terror around the globe.
Traditional criminal organizations have bought and
corrupted banks have been used as vehicles to launder

criminal proceeds. For instance, the Bank of Credit &
Commerce (BCCI) had, at its core, a massive interna-
tional money laundering enterprise. It involved the
illegal purchase of a U.S. banking company, facili-
tated by aformer U.S. defense secretary. It reportedly
made payments to prominent politicians in many of
the countries in which it did business and it illicitly
acquired deposits from third-world central banks.

The Globalization of Corruption

Technology has transformed corruption from a local
affair into a globa problem. Highly sophisticated
criminal enterprisesrun international businesses, moti-
vated by financial gain, that depend on corruption for
their survival. Trafficking in people and illicit rare ani-
mals, trading in illegal drugs, bootlegging software,
and distributing weapons on the black market are
highly profitable activities. They thrive on lax enforce-
ment by, and corruption of, border guards, customs
officials, law enforcement, and banking officials.

Globalized corruption depends on the international
banking system to launder its criminal proceeds.
Money laundering, which seeks to remove the taint of
crime from ill-gotten cash, is the sine qua non for eco-
nomic crimes. To evade detection and grow, criminal
organizations need the ability to hide the source of
their money and then reintegrate the proceeds back
into the above-ground economy. Once dirty cash is
deposited in the banking system, it is well on its way
to being cleansed.

The emergence of easily accessible global financial
markets makes money laundering comparatively easy.
By conservative estimate, upwards of US$500 billion
per year is laundered through global money markets.
The effect is to increase the returns to crime in gen-
eral, and corruption in particular, by reducing its costs
and risks. Strict bank secrecy laws, usually found in
tax havens, protect the identities of account holders,
thus making it difficult for law enforcement authori-
ties to follow the money trail left in the wake of illicit
transactions.

The ease of eectronic transactions exacerbates the
problem and illustrates its complexity. It is no longer
necessary to bribe public officials using envelopes
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stuffed with cash; a bank account using a fictitious
name in amost any bank will do. A deposit in a New
York bank can easily be withdrawn from a Peris branch
with an ATM card. The electronic transfer system
allows proceeds of corruption to be sent effortlessy to
jurisdictions where depositors identities are hidden;
where the underlying behavior may not be regarded as
criminal, and where the money is easily cleansed.

It should also be noted that the technology that
sends trillions of dollars around the globe daily may
also makeit easier for law enforcement to monitor and
prosecute the money laundering on which corruption
depends. There is a paper trail for each transaction.
The main question centers on its availability to law
enforcement agencies, both domestic and interna-
tional. But corrupt political regimes are unlikely to
acquiesce to opening their books.

The Costs of Corruption

The costs of corruption are both financial and palitical.
Corruption distorts market prices, leading to resource
misallocation. It increases production costs and lowers
returns, thus stifling investment. Unchecked corrup-
tion challenges the legitimacy of the state, its institu-
tions, and its claim to a legal monopoly on the use of
violence.

Corruption’s costs are inherently difficult to mea-
sure. Some states deemed to be corrupt have had high
levels of economic growth. On balance, however, the
research suggests that corruption has serious adverse
economic consequences. Corruption tends to penalize
investment, reduce economic growth, and reduce a
nation’s expenditure on education. Because corrup-
tion tends to reward inefficiency, it is likely to result
in inferior provision of public services. Further, large
capital projects, such asroads and bridges, whose true
costs are hard to measure, provide relatively easy
opportunities for public officials to seek bribes.
Consequently, public infrastructure is likely to be
inferior and more costly than necessary. In addition,
the ease of extracting bribes from these projects
makes it more likely that public officials will oppor-
tunistically promote them at the expense of better uses
of public funds.

Contracts acquired through bribery are unlikely to
produce the best results most efficiently. The results
seen are increased taxes, reduced services, and
increased public cynicism, particularly with respect to
certain subsets of public goods. Though its pervasive-
ness varies widely, survey data indicate that customs,
tax, and police departments are the most vulnerable to
the enticements of corruption.

Economic efficiency is not the sole criterion for
analyzing corruption. Widespread corruption leads
to cynicism, impinges on market efficiency, erodes
socia trust, and undermines the rule of law. Trade
depends on trust and the belief that customers and
competitors are playing by the rules. When bribery
tilts the playing field, honest players may withdraw
for more inviting venues, leaving behind a vacuum
filled by corrupt players.

Corruption can be pervasive and deep rooted or
episodic. Petty corruption takes place at the level of
the bureaucracy; grand corruption involves high gov-
ernment officials. Either way, it is corrosive when left
unchecked and undermines the foundations of civil
society. Judicial independence and the rule of law are
chalenged by drug and war lords (often the same),
who buy immunity from prosecution and whose
armies and militias put them beyond the reach of civil
authorities. The collapse of legitimate state authority
under the weight of corruption financed by drug traf-
fickers presages the real possibility of the birth of
lawless narco-states.

States that have succumbed to pervasive corruption
(or are about to) threaten the security of their more
law-abiding neighbors. Globalization makesit increas-
ingly difficult to isolate the policy actions of one state
from spilling over into the entire state system.
Lawless and corrupt states, dominated by warlords
and narcotics traffickers, provide safe havens for
terrorists, gangsters, and illega arms markets that
include ingredients necessary for weapons of mass
destruction.

Global Anticorruption Policies

Early efforts to reduce corruption in international
business dealings centered on the United States
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Foreign Corrupt Practices Act (FCPA), signed into
law by President Jimmy Carter in 1977. The FCPA
makesit illegal for U.S. firmsto pay bribes to foreign
government officials. In response to U.S. business
firms, who argued that the FCPA put them at signifi-
cant competitive disadvantage in international mar-
kets, Congress passed the 1988 Omnibus Trade and
Competitiveness Act. The 1988 Act sought to reduce
FCPA compliance costs for American businesses, and
it called on the president to negotiate an agreement
with other OECD states to make bribery illegal. (At
the time, some OECD countries allowed domestic
companies to treat bribes of foreign officials as tax-
deductible business expenses). By 1996, the OECD
declared that tax deductibility of bribes to foreign
public officials should be banned and the practice
criminalized.

In 1994, the justice ministers of member states of
the Council of Europe determined that corruption was
a serious threat to democracy, the rule of law, and
human rights. Accordingly, the ministers formed a
Multidisciplinary Group on Corruption, with the aim
of drafting an international program to combat corrup-
tion. By 1997, the Committee of Ministers of the
Council of Europe adopted a twenty-point program of
guiding principles in the fight against corruption.
These included criminalization of corruption, the pro-
motion of ethical behavior, steps against money laun-
dering, and eliminating tax deductibility for bribery.
By 1999, the Group of States against Corruption
(GRECO) was set up to monitor progress among
member states through peer pressure and mutual
evaluation.

The Organisation for Economic Co-operation
and Development (OECD) has similarly taken action
against corruption. In 1997, through its Working
Group on Bribery in International Business Trans-
actions, the OECD placed priority on examining five
related issues: the foreign bribery of political parties,
benefits promised in anticipation of becoming a for-
eign political official, bribery of foreign officials as a
predicate offense for money laundering legislation,
the role of foreign subsidiaries in the bribery of for-
eign public officias, and the role played by offshore
tax havens in bribery transactions.

The OECD determined that foreign bribery of
public officials raised serious moral and political
concerns, that it undermined good governance and
economic development, and that it distorted competi-
tion in international markets. Accordingly, the OECD
established an antibribery convention that entered into
force February 15, 1999. The convention has been
signed by all thirty members of the OECD as well as
four nonmembers.

The OECD convention stresses the importance of
transparency in the procurement of public goods. The
convention calls for eliminating the tax deductibility
of bribes paid to public officials and makes bribery
a predicate for money laundering. The OECD's
Committee on Fiscal Affairs conducts self-evaluations
of member’'s implementation of antibribery regula-
tions. The chief implementation tools include moni-
toring domestic law to see if it meets agreed-upon
standards, mutual evaluations among signatories, and
mutual legal assistance. Standards and implementa
tion processes against corruption and money launder-
ing are now firmly established in OECD countries.

Recent attempts to minimize corruption have
sought to emphasize best practices and good gover-
nance. Transparency in campaign finance, the award
of contracts by competitive bidding, auditing of pub-
lic agencies, and ssimplified tax codes are among the
remedies suggested.

—Joseph F. Benning

See also Governance; Nongovernmental Organizations;
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Development; Political Exchange; Rent Seeking; State
Capture; Transparency
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CORRUPTION PERCEPTIONS INDEX

The corruption perceptions index (CPI) is a measure
created and used by Transparency International, an
international nongovernmental organization estab-
lished in 1993 with the aim of bringing together
business, civil society, and government structures to
combat corruption. The CPI rates countries on a scale
from O (highly corrupt) to 10 (clean). The index was
first used in 1995, and it covers a growing number of
countries in annual surveys, growing from 41 in 1995
to 146 in 2004.

The index is based on the surveys of domestic and
international businessmen, financia journalists, and risk
analysts. Therefore, it reflects the perceptions of experts
and business dlites and not of the genera public. The
index represents average scores from severd polls and
surveys for each respective country from the two years
prior to itsrelease and the year of release (e.g., CPI 2004
is based on sources from 2002, 2003, and 2004). The
minimum number of surveys used for each country is
three, while some countries are evaluated with the use of
as many as fourteen to fifteen surveys.

The CPI focuses on the public sector and evaluates
the degree of corruption among public officias and
politicians. Corruption is defined as an abuse of public
position for a private gain, which in practice usualy
means bribe taking. Because in corrupt countries the
quality and independence of judiciary and media are
usualy low, official statistics on the corruption expo-
sure and prosecution underestimate the level of corrup-
tion in more corrupt countries. The CPI, being based
on evaluations, isaval uable alternative source of infor-
mation about the degree of illegal practices among
civil servants and poaliticians in a given country.

There are some methodological problems related
to CPl data reliability and comparability. While the
information about the cross-national levels of corrup-
tion is compiled annually using a number of reliable
and established sources, such as the World Bank and
European Bank for Reconstruction and Development’s
(EBRD) Business Environment and Enterprise
Performance Survey, the Economist's Country Risk
Service and Country Forecast, or Freedom House's
Nations in Transit, the exact set of sources used for a
country’s evaluation, as well as the wording of the
questions put to experts, vary from year to year, mak-
ing an actual net changein the levels of perceptions of
corruption difficult to precisely estimate. Second,
large differences in values given to a country by dif-
ferent sources (which is reflected by a high standard
deviation of a CPI score), especially combined with a
low number of surveysused for acountry, signal alow
reliability of an estimate. However, great care is taken
to ensure the highest possible quality of sources and
methodology used. Therefore, CPI is a reputable
index widely used by academics, economists, journal-
ists, and businessmen.

The results consistently show that countries with
the highest scores (9 or higher) are predominantly rich
countries, while countries with lowest scores are also
the poorest ones. This relationship between country’s
level of economic development and itslevel of corrup-
tion has lead Transparency International to conclude
that corruption is one of the key obstacles to sustain-
able development.

—Natalia Letki

See also Accountability; Corruption; Governance Indicator;
Transparency
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COSMOPOLITANISM

Cosmopolitanism is a school of thought in which the
essence of international society is defined in terms of
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social bonds that link people, communities, and
societies. Derived from the term cosmopolis, it sees a
natural order in the universe (the cosmos) carried
through to human society, exemplified by the polis.
More broadly, it presents a political-moral philosophy
that posits people as citizens of the world, rather than
of a particular nation-state.

In this regard, cosmopolitanism represents a spir-
ited challenge to more traditional views that focus on
age-old attachments of people to a place, customs, and
culture. Cosmopolitan emphasis on socia bonds
rather than nation-states lays the foundation for its
view of society ultimately evolving toward harmony
and away from conflict. Thisrelatively benign outlook
stands in stark contrast to the analytic framework used
by the dominant schools of thought in world politics:
realism and liberalism.

The Dominant Schools of Thought

For both realists and liberas, Westphalian nation-states
arethe dominant actorsin world politics. Both see states
asinternally sovereign over their own territory, possess-
ing a legal monopoly on violence. To exercise internal
sovereignty, states need to be free from externally
imposed constraints. For liberals and redlists alike, this
implies that the international system—a society of
states—is structurally anarchic. Domestic and world
politics are clearly differentiated. This framework
clearly delineates domestic and international politics.
Domestic politicsis law and administration; world pol-
iticsis defined by power, struggle, and accommaodation.
States are Janus-faced, looking inward toward domestic
society and outward at the anarchy of world politics.

For both redlists and liberds, the state is the orga-
nizing unit of the international system. They agree that
state behavior is rational and comprehensible. Realists
go on further to argue that states are unitary actors that
seek power both as ameans and as an end. For realists,
the“high” politics of security dominatesthe*“low” pol-
itics of social welfare. Peace is the time between wars.
States are autonomous and self-reliant. Cooperation
among states israre because there islittle reason for it.
International ingtitutions, lacking independent author-
ity, are powerless to shape state behavior.

Liberals share the realist assumption that the inter-
national system is state centric and structurally anar-
chic, but liberals find room for cooperation. For them,
world politicsis not a zero-sum game. It is partly dis-
tributive and partly productive. It is a Smithian world
of trade and commerce in which mutual benefit
creates an incentive for cooperation and coexistence.
Resalists, pointing to states constant preparation for
war, see conflict asthe norm. Liberals view conflict as
atypical, a result of misunderstanding or miscalcula-
tion. They stress the need for institution building.

How Cosmopolitanism Differs

Cosmopolitanism differs from realism and liberalism
in its resistance to the idea of the semiautonomous
sovereign state, with an exclusive right of self-
government. In the redlist view, states (in pursuit of
their own interests) are locked in a struggle for sur-
vival. Conflict isinevitable because states have differ-
ing interests and there is no external sovereign to
constrain behavior or mediate disputes.

Not only do they reject the conception of world
politics as necessarily rooted in interstate conflict,
cosmopolitan theorists do not draw a distinct line
between domestic and international politics. They
argue that states are bound by rules, norms, and the
imperatives of law. Relations between people are not
always and everywhere subsumed by interstate
conflict.

Cosmopolitanism and liberalism both accept
power as an important aspect of human existence but
reject the idea that it is all encompassing. Many fac-
tors influence interstate relations: economic, cultural,
technological, and military. Not only do many factors
influence state behavior; their relative importance
varies with circumstance, in part because of easy
mobility of people and capital, which constrains the
power of the state, whose power is limited by geo-
graphic borders.

At the nexus of power and geography, liberals and
cosmopolitans begin to part company. Liberalism
(unlike cosmopolitanism) accepts the primacy of
the territorial state, both in domestic and world poli-
tics. Although liberals see the territorial state as the
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fundamental organizing unit of politics, they believe
conflict between states can be mediated by interna-
tional ingtitutions. International policy regimes can
soften differences and coordinate policy where states
have joint, but not identical, interests.

Beyond Liberalism

Cosmopolitanism moves beyond liberalism. Like
liberalism, it sees international institutions and policy
regimes as useful. But for cosmopolitans, interna-
tional ingtitutions are steps down on the evolutionary
road toward full sovereignty being vested in people
rather than states. Over time, the society of states will
evolve into sacieties of people. States are not the law;
they are bound by it. Politics and law are thus
denationalized.

Rising interest in cosmopolitanism is coincident
with the emergence of transnational organizations and
epistemic communities, brought about partly by the
technology revolution that allows nonstate actors to
organize and coordinate behavior across borders.
Global mobility of capital and labor makes states
more accountable to markets, empowers nonstate
actors, and challenges state capacity. The spread of
networks as substitutes for hierarchies further reduces
state power. Claims of universal jurisdiction by
national courts have likewise weakened interna
sovereignty. And international organizations have
become increasingly adept at holding governments
accountable to international norms of behavior, chal-
lenging the notion of the autonomous sovereign state.

The emergence of powerful nonstate actors on the
global stage lends some credence to the cosmopolitan
notion of an evolutionary process leading from the
sovereignty of the state toward the sovereignty of
people. What remains to be seen is whether cos
mopolitanism is simply another variant of Western
universalism, an important question in a world filled
with intense religious and cultural rivalries.

—Joseph F. Benning

See also Democratization; Globalization; Libera
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Neorealism
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CosT1-BENEFIT ANALYSIS

Cost-benefit analysisis an analytical decision support
tool for defining and comparing costs and benefits.
Cost-benefit analysis shapes a framework for deci-
sions. It requires a formal reporting process and
several evaluation techniques. Cost-benefit anaysis,
sometimes called benefit-cost analysis, is the process
of weighing the total expected costs versus the total
expected benefits of one or more products, actions,
or programs in order to choose the most profitable
option. Often, this process involves monetary calcula
tions of initial expense versus expected return.

A cost-benefit analysis finds, quantifies, and adds
al the positive factors. These are the benefits. Then it
identifies, quantifies, and subtracts al the negative
factors, the costs. The difference between the two
indicates whether the planned action is advisable. In a
cost-benefit analysis, al the costs and all the benefits
need to be included and properly quantified. For
example, a product manager may compare expenses
to projected sales for a proposed product, and only
decide to produce it if the expected revenues will
eventually recoup the costs.

Cost-benefit analysis may be viewed as a way
to calculate society’s “return on investment” from
an activity or program perspectives. These analyses
attempt to calculate the actual costs of delivering ser-
vices and the monetary value of improving particular
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outcomes for society, and to measure whether the
benefits exceed the costs, for example. Cost-benefit
analysisis often used at a macrolevel to compare pro-
grams that achieve different outcomes (for example,
deciding whether to fund aHIV/AIDS prevention pro-
gram or a program to reduce youth violence) or to
measure the value of a particular program’s outcomes.

To do a cost-benefit analysis, programs must first
accurately calculate their costs. Programs also must
establish a causal relationship between the program
and particular outcomes (benefits) through an out-
come evaluation. Cost-benefit analyses then attach
dollar values to those benefits. The program’s costs
can then be compared to its benefits. If benefits
exceed costs, the program has established an eco-
nomic justification for continuing these services.

The term cost-benefit analysis is widely used for
planning, decision support, program evaluation, pro-
posal evaluation, and other purposes in organizations
of all kinds. A cost-benefit analysis will, on the one
hand, attempt to quantify every benefit and cost for
inclusion in the financial analysis, even the so-called
intangible costs and benefits. On the other hand, it
will not omit discussion of important nonquantified
benefits and costs. Cost-benefit analyses usually rep-
resent incremental costs and benefits. This is because
cost-benefit analysis is usually undertaken for deci-
sion support purposes. The objective, after all, is to
understand the net effect of a decision.

—Naim Kapucu
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CouNciIL FOR MUTUAL
EcoNoMIC ASSISTANCE

The Council for Mutual Economic Assistance
(COMECON) was an organization created to foster
economic and technical cooperation between commu-
nist countries in Eastern and East Central Europe
(USSR, Bulgaria, Czechodlovakia, Hungary, Poland,
Romania, East Germany, with Albania leaving in
1961), and, later, a number of Soviet alliesin thethird
world (Mongoliain 1962, Cubain 1972, and Vietham
in 1978). It served for four decades as the principal
means of economic cooperation and coordination in
the communist world before being disbanded in 1991
on the disintegration of the communist regimes of
Eastern Europe.

COMECON was coordinated by an extensive hier-
archy of institutions and organization. It was headed
by the Session of the Council for Mutual Economic
Assistance, consisting of high-ranking representatives
of each member state (up to the prime minister),
which set the agenda for and the tone of future eco-
nomic integration and coordinated the activities of
subordinate offices. The most important supervisory
organ was the Executive Committee of the Council,
responsible for overseeing the implementation of pol-
icy initiatives. Below this were some thirty advisory
committees, conferences, sectoral commissions, and
specialized research centers.

COMECON was established as a loose set of
arrangements designed to share experience, technical
expertise, and mutual aid among members, at the
time struggling not only to rebuild their shattered
economies but, moreover, to chart a previously
unmapped path of economic development through the
establishment of central planning. Following the death
of Stalin, and later as a reaction to the establishment
of the European Economic Community (EEC), inter-
est in new forms of regional forms of economic coop-
eration emerged.

COMECON'’s charter was established in 1959, and
with it the scope of activities began to expand, and its
goals became more ambitious. Plans to further tighten
integration were stepped up, and in 1971 COMECON
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members adopted the Comprehensive Program for the
Further Extension and Improvement of Cooperation
and the Further Development of Socialist Economic
Integration. The Comprehensive Program initiated the
development of a set of increasingly complex institu-
tions, coordination mechanisms, and planning
strategies that covered trade (external as well asintra-
COMECON), investment and production patterns,
monetary relations, pricing procedures that facilitated
closer tracking of world market prices, and plans to
enhance research and development.

Therefore, despite a commitment to what it now
described as socialist economic integration and an
international socialist division of labor, many analysts
and economic historians consider the evolution of
COMECON as tacit acceptance that failure to use
market price signals as a mechanism of alocating
scarce resources, coordinating policy, and developing
cost-effective production specialization in the pursuit
of enhanced economic interdependence would result
in failing to meet the overriding goal of economic
modernization.

Mikhail Gorbachev’'s election to the position of
General Secretary of the USSR marked the realization
of the looming and deep economic crisis, symptoms
of which included extensive shortages of essential
goods, large-scale corruption and a flourishing black
market, poor productivity, inability to meet consumer
demands, high energy inefficiency and pollution
levels, research and development failures, and a per-
sistent and increasing technological gap.

Hence, in 1985, COMECON initiated the Compre-
hensive Program for Scientific and Technical Progress
up to the Year 2000. The program was a broad-based
plan to move in the direction of tighter economic inte-
gration, increasingly seen as necessary if the dide
behind the Western economies was to be halted.
However, as Western economies boomed following
the recession of the early 1980s, the communist crisis
deepened, and Gorbachev’s attempts to reform the
system stalled, largely because they failed to address
the root cause of the crisis. With the failure of
Gorbachev’'s reform initiatives clear by 1990, the
disintegration of communism and the regimes it
had cemented together was sealed, and COMECON,

whose rationale had essentialy dissolved, was quietly
disbanded early in 1991.

—Suart Shields
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Councits oF GOVERNMENTS

Councils of governments (COGs) are regional plan-
ning bodies that exist throughout the United States.
Councils of governments (also called regional coun-
cils) are associations that consist of elected public
officials that come from the major local governments
within an urban or metropolitan area. They were
developed during the 1970s and the 1980s as an
appropriate tenet of public governance concerning
local/regional issues. Their purpose is to establish a
consensus between the needs of the concerning area
and actions in order to solve local and interlocal
problems.

COGs constitute voluntary associations that repre-
sent governments, but they are not governments
themselves. They are voluntary because local units
cannot be forced to join these associations and they
can resign at any time. The council membership is
drawn from the county, city, and other government
bodies within its area. Councils of governments lack
general government authority in that they are not
directly elected, they do not have direct taxation pow-
ers, and they do not have police powers or regulatory
authority.

COGs were created in order to develop consensus
regarding metropolitan or regional needs and actions
to be taken in solving area problems. COGs benefit
the state by planning, coordinating, and overseeing
the administration of the state and federal programs,
assisting local governments in handling tasks set by
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the state regulations, providing a flexible network
for effective regional action and fostering coopera-
tion that helps avoid duplication of efforts and thus
helps take advantage of economies scale. A typical
council is defined to serve an area of several counties
and addresses issues such as regional planning,
water use, pollution control, and transportation.
Nevertheless, the nature and extent of the programs
vary, depending on local needs and the priorities of
the board that governs the operation of the individual
council.

In 1960, there were only a haf-dozen voluntary
regional councils of elected officials. In the late 1960s
and early 1970s, emphasis wasincreasingly placed on
the need for long-range planning and closer coordina-
tion of program activities by governments at all levels.
Federal requirements for planning in areas such as
transportation, the environment, and human services
furthered this need. The establishment of COGs
emerged as the preferred approach to this need in
many areas. Therefore, the number of COGs soared to
over 660 by 1980 as a result of federal requirements
and massive increases in federal aid to state and local
governments between 1957 and 1977. Most regional
planning commissions were converted to COGs dur-
ing this period. With the advent of the Reagan admin-
istration and, over time, the reduction in federal aid to
local governments, the number of COGs decreased to
approximately 530.

To conclude, these councils consist of elected
officials drawn from the local governments in
metropolitan areas, or, in some cases, for more rura
areas, they constitute a public attempt of local/
regional governance developed in the United States
in order to efficiently resolve local problems and to
satisfy the regional needsincrease in the 1970s. They
are multicounty planning and development agencies
serving different areas of the state. However, these
regional bodies have provided a small measure of
regional political leadership and policy-making
authority.

—Antonios Vlassis
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CRrisis MANAGEMENT

Crisis management pertains to al activities aimed at
preventing, mitigating, and terminating crises. We
speak of crisis when a community of people—an
organization, atown, or a nation—perceives an urgent
threat to core values or life-sustaining functions,
which must be urgently dealt with under conditions of
deep uncertainty.

Crisis and the Modern Society

Public authorities face a variety of crises, such as nat-
ural disasters and environmental threats, financid
meltdowns and terrorist attacks, epidemics and explo-
sions, infrastructural dramas and information and
communication technology (ICT) failures. Crises are
not routine events (such as fires or traffic accidents).
Crises are inconceivable events that often take politi-
cians, citizens, and reporters by complete surprise.

These dramatic events create tough challenges for
public authorities and their organizations. Critical
decisions must be made and implemented under con-
siderable time pressure and in the absence of essential
information about causes and consequences. Even
if the conditions for effective action are severely
impeded, citizens expect governmental leaders and
public authorities to safeguard them from the threat
at hand.

Two factors make it increasingly hard for these
organizations and their leaders to meet this expecta-
tion. First, the qualities that increase welfare and drive
progress in modern soci eties make these societies vul-
nerableto crises. Second, citizens and politicians alike
have become at once more fearful and less tolerant of
major hazards to public health, safety, and prosperity.



Crisis Management 183

The combination of these factors explains why rela-
tively small disturbances can rapidly develop into
deep crises and why the effects of crisis management
are inherently limited.

Modern society has become increasingly complex
and integrated. Complexity makes it hard to fully
understand the manifold activities and processes that
take place. As a result, emerging vulnerabilities can
long go unrecognized; attempts to deal with them
often produce unintended conseguences (fueling
rather than dampening the crisis). Tight coupling
between a system’s component parts and with those of
other systems facilitates the rapid proliferation of dis-
turbances throughout the system. Crises may, thus,
have their roots far away (in a geographical sense) but
rapidly snowball through the global networks, jump-
ing from one system to another, gathering destructive
potential aong the way.

All this makes it hard to recognize a crisis before
its consequences materialize. When a crisis begins to
unfold, policymakers often do not see anything out of
the ordinary. Everything is still in place, even though
hidden interactions eat away at the pillars of the sys-
tem. It is only when the crisis is in full swing and
becomes manifest that policymakers can recognize it
for what it is. Once a crisis has escalated into view,
authorities can only try to minimize its conseguences.

The contested nature of a crisis further complicates
the situation. A crisisrarely, if ever, “ speaksfor itself.”
The definition of asituationis, as social scientists say,
the outcome of a subjective process. In fact, we might
say that crisis definitions are continuously subjected
to the forces of politicization. One man's crisis is
another man’s opportunity.

For public authorities, this spells trouble: Many
seemingly innocent events can be transformed into
crises. Western citizens have grown impatient with
imperfections; they have come to fear glitches and
have learned to see more of what they fear. In this
culture of fear—sometimes referred to as the “risk
society”—the modern mass media plays an amplify-
ing role.

Even if consensus would exist that a serious threat
is emerging, the status of this new problem isfar from
assured. Governments deal with urgent problems

everyday; attention for one problem takes away atten-
tion from another. For a threat to be recognized as a
crisis, it must clear firmly entrenched hurdles.

Challenges of Crisis Management

Crisis management has two dimensions. The technical
dimension pertains to the coping capacity of govern-
mental institutions and public policies in the face of
emerging threats. But there is also a political dimen-
sion: Crisis management is a deeply controversial and
intensely political activity. A combination of these
dimensions trandates into five critical challenges of
crisis management: sensemaking, decision making,
meaning making, terminating, and learning.

sensemaking

A crisis seemsto pose a straightforward challenge:
Once a crisis becomes manifest, crisis managers
must take measures to dea with its consequences.
However, reality is much more complex. Most crises
do not materialize with a big bang; they are the prod-
uct of escalation. Policymakers must recognize from
vague, ambivalent, and contradictory signals that
something out of the ordinary is developing. They
must appraise the threat and decide what the crisis
is about.

Crisis managers often have a hard time meeting this
challenge. The bewildering pace, ambiguity, and com-
plexity of a crisis can easily overwhelm normal
modes of sSituation assessment. Stress may further
impair sensemaking abilities. Organizationa patholo-
gies produce additional barriers to crisis recognition.

Some categories of people are known for their abil-
ity to remain cool and to stay clear headed under pres-
sure. They have developed a mode of information
processing that enables competent performance under
crisis conditions. Veteran military officers, journalists,
as well as fire and police commanders are known for
this. Some organizations have developed a proactive
culture of “looking for problems’ in their environ-
ment. These so-caled high-reliability organizations
have somehow developed a capacity for thorough yet
fast-paced information processing under stressful
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conditions. The unresolved question iswhether organi-
zations can design these features into existing organi-
zationa cultures.

Making Critical Decisions

During a crisis, governments and public agencies
must decide on critical issues. These can be of many
kinds. Scarce resources may have to be prioritized.
This is much like politics as usual, except that in cri-
sis circumstances, the disparities between demand and
supply of public resources are much bigger, the situa-
tion remains unclear and volatile, and the time to
think, consult, and gain acceptance for decisions is
highly restricted. Crises also confront governments
and leaders with issues they do not face on a daily
basis, for example, concerning the deployment of the
military, the use of lethal force, or the radical restric-
tion of civil liberties. Crisis decision making is mak-
ing hard calls, which involve tough value trade-offs
and major political risks.

An effective response requires interagency and
intergovernmental coordination. After al, each deci-
sion must be implemented by a variety of organiza-
tions; effective implementation requires that these
organizations work together. Getting public bureau-
craciesto adapt to crisis circumstances is a daunting—
some say impossible—task. Most public organizations
were originally designed to conduct routine business
in accordance with such values as fairness, lawful-
ness, and efficiency. However, the management of
crisis requires flexibility, improvisation, redundancy,
and the breaking of rules.

Coordination is not a self-evident feature of crisis
management operations. The question of who is in
charge typically arouses great passions. In disaster
studies, the “battle of the Samaritans’ is a well-
documented phenomenon: Agencies representing dif-
ferent technologies of crisis management find it
difficult to aign their actions. Moreover, acrisis does
not make the sensitivities and conflicts disappear that
governed the daily relations between authorities and
others before the crisis.

A truly effective crisisresponseis, to alarge extent,
the result of a naturally evolving process. It cannot be

managed in linear, step-by-step, and comprehensive
fashion from asingle crisis center, however full of top
decisionmakers and stacked with state-of-the-art
information technology. There are simply too many
hurdles that separate a critical decision from itstimely
execution in the field.

Meaning Making

Inacriss, leaders are expected to reduce uncertainty
and provide an authoritative account of what is going
on, why it is happening, and what needs to be done.
When they have made sense of the events and have for-
mulated a strategy, leaders must get others to accept
their definition of the situation. If they are not success-
ful, their decisions may not be understood or respected.

Public leaders are not the only ones trying to frame
the crisis. Their messages coincide and compete with
those of other parties, who hold other positions and
interests, who are likely to espouse various alternative
definitions of the sSituation and advocate different
courses of action. If other actors succeed in dominating
the meaning-making process, the ability of incumbent
leaders to decide and maneuver is severely constrained.

It is often difficult for authorities to provide correct
information right away. They struggle with the moun-
tains of raw data (reports, rumors, pictures) that are
quickly amassed when something extraordinary hap-
pens. Turning them into a coherent picture of the situ-
ation is a major chalenge by itself. Getting it out to
the public in the form of accurate, clear, and action-
able information requires a major public relations
effort. This effort is often hindered by the aroused
state of the audience: People whose lives are deeply
affected tend to be anxious if not stressed. Moreover,
they do not necessarily see the government as their
aly. And preexisting distrust of government does not
evaporate in times of crisis.

Terminating a Crisis

Crisis termination is twofold. It is about shifting
back from emergency to routine mode. This requires
some form of downsizing of crisis operations. At the
strategic level, it aso requires rendering account for
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what has happened and gaining acceptance for this
account. These two aspects of crisis termination are
distinct, but in practice often closely intertwined. The
system of governance—its rules, its organizations, its
power holders—has to be (re)stabilized; it must regain
the necessary legitimacy to performits usual functions.
Leaders cannot bring this about by unilateral decree,
even if they possess the formal mandate to terminate
crisesin alegal sense. Formal termination gestures can
follow, but never lead the mood of a community.
Premature closure may even backfire: Allegations of
underestimation and cover-up are quick to emerge in
an opinion climate that is still on edge.

Accountability debates can easily degenerate into
blame games with afocus on identifying and punishing
culprits, rather than discursive reflection about the full
range of causes and consequences. The challenge for
leadersisto cope with the politics of crisis accountabil-
ity without resorting to undignified and potentially self-
defeating defensive tactics of blame avoidance.

Crisis leaders can be competent and conscientious,
but that alone says little about how their performance
will be evaluated when the crisisis over. Policymakers
and agenciesthat failed to perform their duties prior to
or during the critical stages may manage the crisis
aftermath well, thus preventing losses to their reputa-
tion, autonomy, and resources. Crises have winners
and losers. The political (and legal) dynamics of the
accountability process determines which crisis actors
end up where.

Learning

A crisis offers a reservoir of potential lessons for
contingency planning and training for future crises.
One would expect al those involved to study these
lessons and feed them back into organizational prac-
tices, policies, and laws. This does not always happen,
however. Lesson drawing is one of the most underde-
veloped aspects of crisis management. In addition to
cognitive and institutional barriers to learning, lesson
drawing is constrained by the role of these lessonsin
determining the impact that crises have on a society.

Crises become part of collective memory, a source
of historical analogiesfor future leaders. The depiction

of crisis as a product of prevention and foresight
failures would force people to rethink the assumptions
on which preexisting policies and rule systems rested.
Other stakeholders might seize upon the lessons to
advocate measures and policy reforms that incumbent
leaders reject. Thus, leaders have a big stake in steer-
ing the lesson-drawing process in the political and
bureaucratic arenas. The crucia challenge here is to
achieve a dominant influence on the feedback stream
that crises generate into preexisting policy networks
and public organizations.

—Arjen Boin
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CriTicAL THEORY

The term critical theory generally refers to the phi-
losophy developed by Max Horkheimer, Theodor
Adorno, and Herbert Marcuse, and later by Jirgen
Habermas, as part of the Institut fir Sozialforschung—
the Institute for Social Research, founded in 1923 as
an dffiliate of the University of Frankfurt. Its parame-
ters are imprecise, but critical theory gradually devel-
oped its own identity as a distinctive restatement and
reinterpretation of Marxist thought through the com-
mon themes of the diverse and original writings that
emerged from the ingtitute. In recent years, however,
agreement on what constitutes critical theory has
become somewhat fragmented.

The term critical theory, although its theoretical
orientation and spirit owe much to Kant, Hegel, and
Marx, appears to have first been used by Horkheimer
in his 1937 essay titled “On Traditional and Critical
Theory.” Horkheimer wanted to define critical theory
as a radical, emancipatory form of Marxian theory
distinct from the model of science put forward by log-
ical positivism and also separate from what he and
his colleagues perceived as the covert positivism and
authoritarianism of orthodox Marxism and commu-
nism. Horkheimer contended that traditional theory
focused on deriving generalizations about the world,
whether these generalizations were derived deduc-
tively (as with Cartesian theory), inductively (as
with John Stuart Mill), or phenomenologicaly (as
with Husserlian philosophy). However, Horkheimer
argued, the socia sciences were different from the
natural sciences: Generalizations could not easily be
made from so-called experiences because the under-
standing of experience itself was being fashioned
from ideas that were in the observer. The observer is
simultaneously part of what he or sheis observing and
inextricably caught up in the historical context where
contemporary ideologies shape one's thinking. Thus,
theory would be conforming to the ideas in the mind
of the observer rather than the experience itself.

In Dialectic of Enlightenment, Horkheimer and
Adorno abandoned this interdisciplinary materialist
approach with its emphasis on cooperation with the

social sciences. Adorno and Horkheimer did not want
to deny the achievements of the Enlightenment, but
instead wanted to show that it had self-destructive ten-
dencies that its specific social, cultural, and concep-
tual forms realized in modern Europe. Since Adorno
and Horkheimer planned to offer a positive way out of
the dialectic of Enlightenment at the time they wrote
these words, this reversal was by no means considered
inevitable. In avoiding the reversal of Enlightenment,
it is not enough simply to reconstruct rational content
of modernity. Philosophical and socia theory must
also acknowledge its self-critical and emancipatory
capacity.

At the heart of critical theory is an aversion to
closed philosophical systems and pretensions to
absolute truth. It differs from “traditional” social the-
ory in its societal function. Traditional theory allows
existing society to reproduce itself, but critical theory
was designed to bring the basic contradictions of cap-
italist society to light by placing itself outside the con-
fines of the existing structure. Traditional social
theory draws from the Cartesian separation of subject
and object, relying on “scientifically” accumulated
evidence to analyze society “objectively.” Critical the-
ory proceeds from the view of mankind as the creator
of history and society; it seeks a society of free actors
that transcends the tension between, and abolishes the
opposition to, the individual’s purposefulness, spon-
taneity, and rationality and the results of his or her
labor. Critical theory offers a critique of other social
theories from a standpoint that derives its ethical
impulse and methodological framework from
Marxism.

One of the most original contributions of first gen-
eration critical theory was the integration of Marxian
and Freudian theories. The association of political
orientation and sociopsychological processes was, for
the founders of the Frankfurt School, an undeniable
and vital linkage.

Early critical theory professed to be an instance of
enlightened revolutionary praxis. Eventualy, how-
ever, resignation set in, resulting in political absti-
nence. Most first generation members of the institute
were also members of the academic intelligentsiawith
high bourgeois backgrounds. Their attraction to
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radical theory resulted from a philosophical revulsion
against capitalism’'s oppression and hypocritical
denial. Their greatest strength—their theoretical
framework—also became their greatest liability, in
that the theory developed was so radical it was irrec-
oncilable with praxis. The role of philosophy became
one of voicing protest, unmasking reason, and articu-
lating human suffering, but not effecting change.

Jurgen Habermas

The so-called second generation of critical theorists,
led most notably by Jirgen Habermas, has attempted
to find aternative endings to the intellectual cul-
de-sac that paralyzed the earlier school. Habermas
began by critiquing advanced capitalism, a condition
in which the state intervenes to regulate the market,
ending liberal capitalism, in which the state assumes a
more neutral role. In advanced capitalism, he argues,
the market remains the primary steering mechanism
and investment decisions are still made on the basis of
profit, but the state replaces the market mechanism in
instances where it creates and improves the conditions
for the accumulation of capital. When the state no
longer functions merely to secure the genera condi-
tions for production, but in fact actively engages in
production, it becomes politicized and must be rele-
gitimated. Thisis done by instituting a system of for-
mal democracy that elicits diffuse mass loyalty, but
which discourages participation. Political abstinence
is, in fact, encouraged, because substantive democ-
racy would bring awareness of contradictions to the
fore. The shift from liberal capitalism has left behind
bourgeois ideologies (the belief in science, universal-
istic value systems) that are now dysfunctional, but
have no replacements. As the motivation patterns
necessary for capitalism break down, legitimation
becomes impossible. Advanced capitalism has created
new needs that it cannot satisfy.

Habermas's central contribution to critical theory
became the analysis of communication and its role in
democratic society. Against this skeptical predicament
of the first generation of critical theory, it could be
said without exaggeration that Habermas's basic
philosophical endeavor from knowledge and human

interests to the theory of communicative action has
been to develop a more modest, more fallible, empiri-
cal account of the philosophical claim to universality
and rationality. This more modest approach rids criti-
cal theory of its vestiges of transcendental philosophy
and identifies more specific forms of socia scientific
knowledge that help in developing an analysis of the
general conditions of rationality manifested in various
human capacities and powers. Habermas calls for sci-
ences whose aim is to render theoretically explicit the
intuitive, pretheoretical know-how underlying such
basic human competences as speaking, understanding,
judging, and acting. These sciences yield knowledge
that is not necessary but hypothetical, not a priori but
empirical, not certain but falible. They are, neverthe-
less, directed to universal structures and conditions and
raise claims to an account of practical reason. In this
way, Habermas undermines both of the traditiona
Kantian roles for philosophy and brings them into a
fully cooperative relation to the social sciences.

Such an approach can be applied to normative fea-
tures of democratic practices. Rather than only pro-
viding a set of explicit principles of justification and
institutional decision rules, democracy is also apartic-
ular structure of free and open communication.
Ideology restricts or limits such processes of commu-
nication and undermines the conditions of success
within them. Ideology as distorted communication
affects both the social conditions in which democratic
discussion takes place and the processes of communi-
cation that go on within them. The theory of ideology,
therefore, analyzes the ways in which linguistic-
symbolic meanings are used to encode, produce, and
reproduce relations of power and domination, even
within ingtitutional spheres of communication and
interaction governed by norms that make democratic
ideals explicit in normative procedures and con-
straints. As a reconstruction of the potentially correct
insights behind Marx’s exaggerated rejection of liber-
alism, thetheory of distorted communication is, there-
fore, especially suited to the ways in which meanings
are used to reproduce power, even under explicit rules
of equality and freedom.

Democratic norms of freedom can be made
explicit in various rights, including civil rights of
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participation and free expression. Such norms are
often violated explicitly in exercises of power for var-
ious ends, such as wealth, security, or cultural sur-
vival. Besides these explicit rights, such coercion also
violates the communicative freedom expressed in
ignoring the need to pass decisions through the taking
of yes or no attitudes by participants in communica-
tion. For example, powerful economic groups have
historically been able to attain their agency goals
without explicitly excluding topics from democratic
discussion but by implied threats and other nondelib-
erative means. Similarly, biases in agenda setting
within organizations and institutions limit scope of
deliberation and restrict political communication by
defining those topics that can successfully become
the subject of public agreement.

This theory of ideology as distorted communica-
tion opens up the possibility of a different relation of
theoretical and practical knowledge than Habermas
has suggested so far. His approach uses formal
pragmatic philosophy to reflect upon norms and
practices that are already explicit in justifications in
various sorts of argumentation or second-order com-
munication. Such reflection has genuine practical
significance in yielding explicit rules governing dis-
cursive communication (such as rules of argumenta-
tion), which in turn can be used for the purpose of
designing and reforming deliberative and discursive
institutions. It is easily overlooked that such rulesare
only part of the story; they make explicit and institu-
tionalize norms that are already operative
in correct language use. Such implicit norms of
well-formed and communicatively successful utter-
ances are not identical with the explicit rules of
argumentation.

These claims about norms raise two difficulties.
First, there is a potential explosion of rules, because
explicit rules require further rules to apply them.
Second, this approach does not capture or evaluate the
manner in which norms are often implicit only in
practices. Making such implicit norms explicit is,
therefore, a potential source of social criticism; it is
then the task of the participant-critic in the democra-
tic public sphere to change them. Finally, as in the
case of ideological speech, the reconstructive sciences

also note deviant cases and through this indirect
authority acquire a critical function as well.

Contemporary Critical Theory

As previously noted, there is little agreement about
what congtitutes critical theory today. Theinfluence of
critical theory can be seen in a number of fields rang-
ing from anthropology to library science, and infor-
mation sciences to public affairs.

e Critical social scientists believe that it is necessary to
understand the lived experience of real peoplein con-
text. Critical theory shares the ideas and the method-
ologies of some interpretive theories.

e What makes critical scholarship different from inter-
pretive scholarship isthat it interprets the acts and the
symbols of society in order to understand the waysin
which various socia groups are oppressed.

e Critical approaches examine social conditions in
order to uncover hidden structures. Critical theory
teaches that knowledge is power. This means that
understanding the ways one is oppressed enables one
to take action to change oppressive forces.

e Critical social science makes a conscious attempt to
fuse theory and action. Critical theories are thus
normative; they serve to bring about change in the
conditions that affect our lives.

—lisa A. Zanetti

See also Deliberative Democracy; Gramscian Theory;
Interpretive Theory; Marxism
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CuLTturRe GOVERNANCE

Culture governance refers to a specific, top-down
steering mechanism designed to improve elite control
over the outputs of highly complex systems, like the
modern democratic welfare state. Where once effec-
tive governance was a matter of a hierarchical,
bureaucratic state exercising control, the demands
placed on postindustrial governments require that
their constituents perceive themselves as stakeholders
to assure the continued functioning of the system.
Consequently, leaders and managers create associa-
tionsthat span the traditional divide between state and
civil society to draw in the knowledge and participa-
tion of citizens and groups at al levels in order to
shape it into forms most disposed to their continued
control. Strategies like “The Third Way” and “EU
Good Governance” are examples of attempts at cul-
ture governance.

The rise of culture governance is a response to the
challenges to modern political systems posed by the
effects of globalization. Transnational and subnational
political entities pull from above and below, respec-
tively, eroding state sovereignty. The increasing inte-
gration of national economiesinto aworld market has
undermined the capacity of these systemsto carry out
expected responsibilities like public spending, wel-
fare, and other social services. Therapid and free flow
of people and ideas undermines traditional concep-
tions of identity based on nationality or location.
Within this environment, there is a growing recogni-
tion that given their complex and highly differentiated
nature, modern political systems can no longer govern
in a coherent and effective manner only by means of
commands, directives, warnings, or patriotic appeals.
Instead, they must actively empower, mold, and incor-
porate the ideas and values of citizens and civil soci-
ety into the governing process. By expanding the role
of self and cogovernance among the populace, sys-
tems can more effectively deliver expected services
and increase the legitimacy of their decision making.

While more cooperative and inclusive than tradi-
tional, hierarchical authority, culture governance is
still an elite-directed steering tool. Citizens are

empowered and courted, but for the sake of the
system, not their own. Consequently, culture gover-
nance poses a unique challenge to the foundations of
representative government. Culture governors seek to
connect with the polity down to the individual level
through new, dedicated networks to make it amenable
to their policy directions. By bypassing established
mechanisms like national parties and big interest
groups, €elites undermine the authority of traditional
political institutions. Moreover, the efforts to prepro-
gram public reasoning, even at the most basic level,
imperil the necessarily spontaneous and freewheeling
nature of political association at the grassroots level.
As such, culture governance threatens to supplant the
politics of the ordinary by coopting even the most
mundane political discourse with an underlying
imperative to maintain and improve the existing
system.

—Johnny Holloway

See also Governmentality; Hollow State; Interpretive
Theory; Steering
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Customs UNION

See EcoNnomic INTEGRATION

CYBERSPACE

Cyberspace is the amorphous, supposedly “virtual”
world created by links between computers, Internet-
enabled phones, persona digital assistants, servers,
routers, fiber optic cables, and wirel esslinks throughout
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the world. As opposed to the Internet itself, cyberspace
is the place produced by these links existing, from the
perspective of some, apart from any particular nation-
state. The term cyberspace was used first by Canadian
author William Gibson in 1982 in an Omni magazine
story and then in his book Neuromancer. In this sci-
ence fiction novel, Gibson described cyberspace as
the creation of a computer network in a world awash
with artificia intelligence beings and the demise of
the nation-state. The Matrix, afilm released in 1999,
included referencesto Neuromancer inits depiction of
our reality as false and the creation of intelligent
machines of the future.

In the popular culture of the 1990s, cyberspace as
a term was taken on to describe the “location” in
which people interacted with each other while using
the Internet. This is the place in which online games
occur, the land of chat rooms, and the home of instant
messaging conversations. In this sense, the location of
the games or the chat room itself can be said to “exist”
in cyberspace. Cyberspace has also become an impor-
tant location for social and political discussion, with
the popular emergence in the late twentieth and early
twenty-first century of Web-based discussion boards
and Internet Weblogs, or blogs. Blogs are typically
produced by an individual who includes his or her
personal writing and often offers running commentary
and links to other locations on the Web they deem of
interest. With the emergence of “blogging” software,
even those people unfamiliar with software program-
ming for the Web can create their own Weblog. Thus,
blogs can be seen as offering an opportunity for pub-
lic discussion in cyberspace that is hot available in the
offline world.

Early in the evolution of the Internet, in the middle
of the 1990s, many users believed and argued that
the world of cyberspace should be free from the regu-
lations of any national government. John Perry
Barlow’s “A Declaration of the Independence of
Cyberspace”’ proposed that current national govern-
ments should play no role in the governance of cyber-
space. He argued that the community existing in
cyberspace would create its own rules and manage
conflicts apart from the laws and judiciary of any

particular country. Particularly important was the
protection of free expression and exchange among the
“bodiless’ persondlities of cyberspace. This perspective
would be particularly relevant if it was possible to
hide the physical location and identity of a person
participating in an activity “in cyberspace.”

Since the emergence of the Internet, however,
national governments and their analysts have shown
both the relevance of national regulations and interna-
tional agreements on the character of cyberspace.
Those bodiless actors in cyberspace must access this
other realm through their corporeal form, and thus
continue to be constrained by the laws governing their
physical location. The Chinese government maintains
strict controls on who is able to access the Internet and
what content is available to them. The U.S. govern-
ment limits certain online activities, such as the shar-
ing of digital data, through the Digital Millennium
Copyright Act. In addition, the United States has
developed a strategy for the security of cyberspace in
order to prevent and respond to attacks on the Internet
infrastructure. The control of cyberspace is thus
important not only because of the actions of individ-
ual participants, but because the infrastructure
of cyberspace, the network linking everyone together,
which is now fundamental to the functioning of
national and international security systems, trade net-
works, emergency services, basic communications,
and other public and private activities. Because
national governments see potential threats to the
security of their citizens and to the stability of their
regimes arising within cyberspace, they act to control
both access and content.

The Electronic Frontier Foundation (EFF), of
which John Perry Barlow is a cofounder, and other
organizations continue to make an effort to protect the
opportunity to use cyberspace as a location for free
sharing of knowledge, ideas, culture, and community.
The EFF pursues this goal through a variety of activi-
ties, including opposition of legislation it seesin con-
flict with free use of technology, theinitiation of court
cases to preserve people’s rights, and publicity cam-
paigns to inform and engage the public on issues of
cyberspace and technology. Organizations outside of
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the United States are also acting to balance the efforts
by governments to control cyberspace with move-
ments to ensure peopl€e’s opportunity to communicate
and trade via networked technologies.

The development of cyberspace serves as an
important example of the ways in which new tech-
nologies can produce unexpected governance ques-
tions. There are no established guidelines for how to
regulate interactions in a virtual realm, and this has
forced governments to analyze the characteristics of
the technology and negotiate across borders in order
to develop viable regulatory systems for interactions
and commerce in cyberspace. These regulations play
alarge role in defining the boundaries of cyberspace
activity, even when they are put into place to restrict
activities that are already occurring. As aresult, while
some may argue that cyberspace should be free
from government intervention, governments have
responded by developing new regulatory models to
ensure that the technologies that support cyberspace

and the activities they enable are tightly connected to
existing governance structures.

—Jennifer Bussell

See also E-Democracy; E-Government

Further Readings and References

Barlow, J. P. (1996). A declaration of the independence of
cyberspace. Retrieved from http://www.eff.org/~barlow/
Declaration-Final .html

Kadathil, S., & Boas, T. (2003). Open networks, closed
regimes. The impact of the Internet on authoritarian rule.
Washington, DC: Carnegie Endowment for Internationa
Peace.

U.S. Government. (1998, December). Digital Millennium
Copyright Act of 1998. Retrieved from http://www
.copyright.gov/legidlation/dmca.pdf

U.S. Government. (2003, February). The national strategy
to secure cyberspace. Retrieved from http://www
.whitehouse.gov/pcipb/



DATA PROTECTION

Data protection is a species of privacy law that
controls access to information relating to the individ-
ual. Typically, data protection provides an individual
with the right to see data held about himself or herself
and to require their correction. Beyond that, data pro-
tection determines how organizations holding data
may—or may not—process them, and, in particular, it
regulates access to personal data by third parties. Data
protection regimes are customarily overseen by inde-
pendent regulators with the power to impose penalties
on organizations misusing data. Exemptions from the
regime, of varying scope, are provided for such pur-
poses as law enforcement and national security.

Data protection was originally promoted as a
protection against tyranny in postwar Europe, and it
should be understood as one expression of the desire
to safeguard an individua’s family and personal life
(as enshrined in the European Convention on Human
Rights). This concern was coupled with a growing
awareness of the power of computers—in public and
private sectors—to process and manipulate data about
individuals. The 1980 Organisation for Economic
Co-operation and Development (OECD) Guidelines
on the Protection of Privacy and the Council of
Europe’'s 1980 Convention on the Automatic Processing
of Personal Data should be seen as products of this
mindset.

193

The adoption of the European Union (EU)'s Data
Protection Directive (95/46) gave added impetus to
this emerging international legal regime. The directive
established a comprehensive (and extremely compli-
cated) system of information privacy whose impact
was soon felt far beyond the EU itself. Mindful of the
transfer of personal data across international bound-
aries, the EU has sought to police the handling of data
in third-world countries. Its influence can be seen in
Australia’s Privacy Amendment Act 2000—which is
modeled on the European principles—and in the 2000
personal data safe-harbor agreement between the EU
and the United States.

In many countries, data protection systems now
exist alongside freedom of information regimes. The
latter are restricted to the public sector, whereas the
former may or may not take in the private as well as
public sector. The junction between the two regimes
has proved problematic for legislators. Canada
provides a relatively unusual example of an integrated
regime; others have grafted one system onto another,
with results that are difficult for the lay observer—or
the specidist—to understand (see, for example, the
United Kingdom's 2000 Freedom of Information Act).

Data protection will remain one of the most signif-
icant instruments regulating the global Information
Society. The progressive extension of regulation to the
private sector has proved contentious in a number of
jurisdictions. Equally controversial has been govern-
ments desire to share data between public-sector
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agencies—to improve service delivery or to strengthen
their fight against organized crime and terrorism. In
reaction to these pressures, reformers have sought a
system that isless burdensome and that is easier for all
parties to understand.

—Andrew McDonald

See also Electronic Records; Freedom of Information;
Information Access Laws, Open Government;
Organisation for Economic Co-operation and
Development
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DECENTERED THEORY

To “decenter” is to analyze knowledge and practices
as fragmented and complex products of individual
activity. Decentered theory rejects the notion that
thereisasingle, natural, or incontestable reading of a
text, ingtitution, or series of events. The theory asserts
that we do not hold a mirror up to the world but,
rather, employ a kaleidoscope of sometimes contrary,
sometimes harmonious, but aways contingent, indi-
vidual viewpoints to construct our worlds. Hence, it
implies that we cannot reduce beliefs and actions to
social facts about people, but instead need to craft
aggregate concepts out of the contingent beliefs,
desires, and actions of individuals. Instead of seeking
one core explanation or the facts of a matter, a decen-
tered approach garners people's interpretations of
events from multiple standpoints, and then offers an
interpretation of these interpretations.

Decentered theory, like other interpretive approaches,
lends itself to bottom-up studies. Governance is the
contingent product of politicians, bureaucrats, and
citizens—all formulating, implementing, and respond-
ing to policies in accord with their multiple, clashing
beliefs. Indeed, a decentered theory of governance
does not define governance as some kind of socia fact

apart from these clashing beliefs and actions. Theorists
seek, instead, to reveal how governanceissocialy con-
structed both as a concept and a practice. Forms of
governance can be unraveled by interpretations of
the diverse beliefs of the policymakers, bureaucrats,
service providers, or citizens who variously construct
the meaning of policy language and events from their
respective individual standpoints, and so encounter
and react differently to the demands of these events.
The course of governance, in practice, isthe ungovern-
able outcome of the interactions of these various actors
with their diverse beliefs.

According to decentered theory, there are no objec-
tive social facts because actions are based on contin-
gent subjective beliefs. We understand forms of
governance not as natural or inevitable with a fixed
content but, rather, as the historical products of such
actions. We explain these actions through interpreta-
tions of the relevant beliefs, which we can access by
various strategies, most notably ethnographic ones.
We then explain these beliefs by means of historical
narratives that locate them against the background of
relevant traditions and dilemmas. Decentered theory
suggests, therefore, that political science is an inter-
pretative discipline underpinned by hermeneutic phi-
losophy rather than positivism. Indeed, a decentered
approach disputes that thereis a“science” of politics;
it suggests, to the contrary, that all explanations,
including those that deploy statistics and models, are
best conceived as narratives.

Mark Bevir and R. A. W. Rhodes provide adetailed
philosophical foundation for a decentered theory of
governance. They argue that decentered theory pivots
around the idea of situated agency: Institutions, prac-
tices, or socialization cannot determine how people
behave, so any course of action is a contingent indi-
vidual choice. People's actions are explained by their
beliefs (or meanings or desires); any one belief is
interpreted in the context of the wider web of a
person’s beliefs, and these beliefs are explained by
traditions and modified by dilemmas. A tradition (or
episteme or paradigm) isthe set of theories against the
background of which a person comes to hold beliefs
and perform actions. A tradition is a first influence
upon people—a set of beliefs that they inherit and
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then transform in response to encounters with “ dilem-
mas’ (or problems or anomalies). A dilemma arises
whenever novel circumstances generate a new belief
that forces people to question their previously held
beliefs. Change occurs through encountering such
dilemmas: Although individual responsesto dilemmas
are grounded in traditions, they then modify just those
traditions.

It follows that the role of political scientists is to
use (a) ethnography to uncover people's beliefs and
preferences and (b) history to uncover traditions as
they develop in response to dilemmas. The product is
a story of other people’s constructions of what they
are doing, which provides actors' views on changesin
government, the economy, and society. So, for exam-
ple, apolitical scientist may select a part of the gover-
nance process, and then explain it by unpicking
various political traditions and how actors within
these traditions encounter and act to resolve dilem-
mas. Governance is thus understood as the contingent
and unintended outcome of competing narratives of
governance.

Decentered theory has a growing number of practi-
cal applications. Bevir and Rhodes have applied the
theory mainly to British governance. They highlight
Tory, Liberal, Whig, and Socialist traditions as the
background to competing patterns and narratives of
civil service reform. They have aso applied decen-
tered analysis to Whitehall under Prime Minister
Blair, the reform of the National Health Service, and
police reform. Elsewhere Henrik Bang and Eva
Sgrensen interpret Danish actors accounts of the
meaning of their political engagement. Bang and
Sgrensen thereby identify “everyday makers’ who
eschew ideologies, party politics, and hierarchical
government, and, in their own view, drop in and out of
active political engagement in immediate day-to-day
problems at the local level. The outcome is a decen-
tered, bottom-up, opportunistic form of network
governance based on the contingent mediation of dif-
ference through negotiated consent. Bang then uses
the term culture gover nance to describe a type of sov-
ereignty that has no fixed outcomes because it is an
indirect rule that encourages self-generated self-
governance through a decentered differentiated unity.

When compared with a traditional, hierarchical,
top-down approach, a decentered theory of gover-
nance is anarchic, radical, and lawless, and revels in
the uncertainty of contingency while embracing the
ideal of bottom-up political empowerment through
situated agency. Decentered theory draws predictable
criticisms from positivist, institutionalist, and struc-
turalist approaches. But these criticisms are deflected
by its strong theoretical underpinnings.

1. Thecritics say decentered theory is concerned with
beliefs, discourses, and understanding at the
expense of actions, practices, and explanation, but
decentered theory implies that these are false
dichotomies because, for instance, actions embody
beliefs.

2. Critics complain that power and social structure are
sidelined by decentered theory; but a decentered
theory’s concept of tradition incorporates a concept
of power, whereas the concept of social structure
seems to neglect situated agency.

3. Critics say that decentered theory ignores quantita-
tive data, but the theory actually allows that data
can be derived from any method—what matters is
that all data are treated in accord with the theory.

4. Critics dismiss decentered theory as “postmodern”
or “relativist,” but decentered theorists developed
their concept of situated agency in opposition to
postmodernism, and, far from being relativist, the
theory encourages us to compare rival narratives
and judge them against agreed facts.

5. Critics argue that decentered theory is not policy-
relevant, but decentered approaches allow political
scientists to make informed conjecture rather than
all or nothing predictions, and policy advice can
take the form of rules of thumb (or proverbs) to
direct manageria practices.

6. Critics say that if governance is reducible to mani-
fold, contingent constructions open to multiple
interpretations, then we may question whether gov-
ernance exists at al as an object in itself, but for
a decentered theory of governance, this is entirely
the point.

—Claire Donovan

See also Bottom-Up Approach; Differentiated Polity;
Dilemma; Everyday Maker; Interpretive Theory; Local
Reasoning; Situated Agency; Social Constructivism,
Tradition
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DECENTRALIZATION

In recent decades, decentralization has come to be
regarded as an essential element of democratic gover-
nance and most Western states as well as some non-
Western states have implemented decentralization
reforms. There are, however, severa distinct ways
of understanding decentralization. We can distinguish
between political, administrative, and economic types
of decentralization. Political decentralization refers to
processes where the power of political decision making
and certain functions are transferred from a higher level
of government to a lower one. This can be from the
level of the centra state to lower levels such as the
meso (regions, provinces, or counties) and the local
(communes or municipalities). It can aso refer to the
transfer of political decision-making powers and func-
tions from the mesolevel—a region, for example—to
the municipa level. Both kinds of political decentral-
ization can be seen in the Spanish case, where a first
wave of decentraization, following the transition to
democracy in 1976 to 1978, involved transferring
powers from Madrid to the Autonomous Communities
(ACs). Although this decentralization is still not com-
plete, arecently begun second wave of decentralization
involves the transfer of competences from the ACs to
the municipalities. In some political systems, such as
in France and Sweden, there is no hierarchica reation
among the levels of government below the nationa
level. Administrative decentralization means the

transfer of anumber of tasks and functions from central
departments to lower levels of the administration. This
may take different forms. It might simply mean
increasing the tasks of lower branches of the same
department, which remains a central department. Or it
might involve transferring tasks to different territorial
administrations (that is, to aseparate territorial civil ser-
vice) as in France after the 1982 decentralization
reforms. It may just be a dispersa of branches of the
administrative system in provincial towns away from
the capitol as happened in the United Kingdom where,
for example, passport agencies or socia security offices
are found in different parts of the country, or asis hap-
pening currently in Ireland where the Irish government
is shifting anumber of administrative offices outside of
Dublin. Finally, economic decentralization means the
attempt to move industrial and other economic activi-
tiesto the regions. This happens for two reasons. First,
it reduces the industrial congestion and therefore high
costs in centers such as London or Paris. Second, itisa
part of regiona policy aiming to bring jobsto the work-
ers. These different forms of decentralization are not
intrinsically related to each other although some forms
imply the others. Administrative decentraization can
take place without a corresponding political decentral-
ization, although effective politica decentralization
will usually decentralize administrative resources
as wel. Among these resources are fisca powers to
enable the decentralized bodies to carry out the tasks
that are assigned to them. Economic decentralization
can occur without political decentralization athough
some administrative decentralization may be necessary
if the central stateisinvolved in the policy. Today, how-
ever, thisform of decentralization is less common than
in the 1980s and 1970s. Finaly, decentralization is
related to, but not identical with, regionalization. First,
there can be decentralization, even of the political kind,
without regionalization in the sense that local govern-
ment may be strengthened through decentralization
without setting up eected regional assemblies or even
administrative regions. Second, regionalization is a
form of political decentralization, but regions them-
selves might be highly centraized, as in the Flemish
regions and communities or in Catalonia. In this sense,
we can speak of Jacobin regionalism.
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Recently, the term devolution has become promi-
nent in political discourse because of the United
Kingdom’s devolution reforms instigated after the
1997 Labour Party victory led by Tony Blair. This
vast program of reform has involved granting a
parliament to Scotland, assemblies to Wales and
Northern Ireland, and an assembly to the greater
London area, al directly elected. In other languages,
however, the term devolution is used in a different
sense. In French, la dévolution is a legal term that
refersto the transfer of possessions from one owner to
another, as in the estate left in a legacy, or from one
monarch to another. An example is the Guerre de
Dévolution when Louis X1V went to war with Spain
in support of the claim of his queen Maria Theresa to
the Low Countries. The English term devolution is
more accurately trandlated into French as la decen-
tralisation politique, whereas administrative decen-
tralization should be trandated as la déconcentration
administrative. In Italian, however, although the orig-
ina meaning of la devoluzione was similar to the
French, there has been an adoption of the English
word, thanks to Umberto Bossi, the head of the
Northern League, who used it to mean the “federaliza-
tion” of the Italian state.

Periodization

Decentralization also has distinct meanings depend-
ing on the period of history in whichit isused. During
the period of the Trente Glorieuses, the thirty years of
the welfare state (1945 to 1975), the state was in con-
tinual expansion as it sought to manage the postwar
economic boom and to respond to the ever-increasing
needs and aspirations of the population with expand-
ing policy programs. This entailed a high degree of
centralization and uniformity across the state’s terri-
tory. Unitary states such as the United Kingdom,
France, and Italy, aswell asfederal states such as Germany
and the United States experienced such centralization.
Regional and local governments even in states with a
strong tradition of local government, such as the
United Kingdom, tended to become local administra-
tions. Central-local relations were marked by a principal-
agent relationship in which the central state was the

principal one, and regional and local authorities were
the agents whose task was to implement a number of
welfare services on behalf of the state. During this
period, decentralization mainly took the form of
administrative decentralization, which left intact the
role of the center in political decison making. This
was true even for the so-caled decentralized unitary
states of Scandinavia and the Netherlands, where,
although local government had an important role in
implementing the welfare state programs, there was
still a high degree of regulation by the central govern-
ment or, in the Swedish case, the parliament.

The welfare state period was built on a consensus
between the main political forces of the Left and
Right as part of the general postwar reconstruction.
Nonetheless, some political groups on both the Left
and Right mounted significant critiques of the welfare
state. Political decentralization became one element
of these wide-ranging critiques. Among the Left were
neo-Marxist thinkers from the Frankfurt School, such
as Herbert Marcuse, who criticized the stifling
bureaucracy of the state, which hindered the full
development of individual freedom. In France,
Michel Crozier attacked the French state and society
for using the tools of organization theory, and the
autonomy advocated by politicians such as Michel
Rocard was under stress. These demands from the
New Left in France and el sewhere became part of new
social movements described by Alain Touraine—
regionalist, feminist, and environmentalist groups. On
the Right of the political spectrum, economists such
as Milton Friedman and Friedrich von Hayek,
philosophers such as Robert Nozick, and political sci-
entists such as William Niskanen mounted a system-
atic critiqgue of the welfare state, which implied
reducing or even abolishing some of the powers of the
central state. This led to the New Right, or neolibera
school approach, which became the basis of the polit-
ical ideology of Ronald Reagan and Margaret
Thatcher. Both these schools of thought advocated a
form of political decentralization in the sense that they
both wanted to reduce the power of the central state,
but they clearly meant different things by the term.

These two critiques of the welfare state were
effective in different ways. The Left-wing critique
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found expression in the student revolts of the 1960s
whose effects were mainly cultural, affecting values
and lifestyle. This became known, retrospectively, as
the neoliberal policy and administrative approach of
the New Right, however, and had a deeper political
impact. When the welfare state entered into crisis in
the late 1960s and early 1970s, the ideas of the New
Right came to the fore with the arrival to power of
Thatcher in 1979 and Reagan in 1980. These ideas
were put into practice as a way of responding to the
crisis. There was now a systematic attempt to reduce
the interventionism of the Keynesian and Beveridgian
state through privatization and deregulation as well as
separating functions that had previousy been the
responsibility of the state to private firms and to semi-
independent agencies. This was a kind of political
decentralization, although it was not necessarily away
of promoting local democracy. On the contrary, under
Thatcher, the United Kingdom became, in certain
respects, more centralized than it had ever been and the
powers of local government were seriously reduced.
On the other hand, there was a growth of governmen-
tal semi-autonomous agencies that operated at arm’s
length from central government athough they were
nominally under the control of the central departments.
The Thatcherite notion of democracy was a consumer
democracy. The neoliberal reforms had their greatest
impact in the United Kingdom, but variations of them
were carried out in amost all other devel oped states. In
Denmark, for example, there were neolibera type
reforms even before Thatcher came to power in the
United Kingdom. Furthermore, Thatcherism became
popular in the states of Latin America and in the new
democracies of the former Soviet Bloc.

The emergence of the neoliberal approach to policy
and administration coincided with the “relaunch” of
European integration in the mid-1980s. The events
were related in that both were responses to the crisis
of the old welfare state paradigm and to the challenges
of globalization. What is important from the point
of view of decentralization isthat the strengthening of
European integration also meant the introduction of
the principles of subsidiarity and partnership. These
were first introduced as principles of governance with
the successive reforms of the Structural Funds. These

principles were finally given full legal recognition
with the Treaty on European Union signed at
Maastricht in 1992. At the same time, the single mar-
ket project was in line with Thatcher's neoliberal
approach. The neoliberal reforms of the 1980s and
1990s were continued by Center-Left politicians
such as Tony Blair in the United Kingdom, Gerhard
Schroeder in Germany, and Lionel Jospin in France,
each of whom developed a distinctive third way that
attempted to combine the basic ideas of neoliberalism
with the values of social democracy.

Tendencies Toward Decentralization

The movement toward political decentralization inten-
sified in the 1980s. During this period, all of the large
Western states, with the exception of the United
Kingdom, and many of the smaller ones carried out
decentralization reforms. In Spain, after the death of
Franco in 1976, the Spanish Constitution of 1978
linked democratization, Europeanization, and decen-
tralization in the form of the Estado autonomico.
France launched mgjor decentralization reforms in
1982. In 1993, Belgium made the final transition from
its form of a Jacobin unitary state to a highly decen-
tralized federal state. The Scandinavian states, although
already described as decentralized and unitary,
embarked in the late 1980s on a series of reforms as a
self-regulating municipality designed to reduce some
of the regulatory burdens, which impeded the munic-
ipalities. In the 1990s, Italy experienced a constitu-
tional crisis that swept away at least part of the old
corrupt political class and embarked on important
reforms that strengthened the regions and local
authorities. Accelerating European integration also
encouraged at least administrative decentralization in
the form of the establishment of administrative
regionsin small, traditionally highly centralized states
such as Greece, Ireland, and Portugal .

The Codification of
Regional and Local Democracy

Decentralization is today regarded as an essential ele-
ment of good governance and of demacratic practice,
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and a number of international organizations have
worked to establish this practice. One of the most
important is the Council of Europe, one of whose key
tasks is the promotion of democracy. The Council
played, for example, an important role in overseeing
the transition to democracy of the former communist
states, most of which became members. The Congress
of Local and Regional Authorities of Europe (CLRAE),
abranch of the Council of Europe, has the task of pro-
moting regional and local democracy. Already in
1985, the CLRAE promulgated the European Charter
of Loca Self-Government, which has since been
signed and ratified by forty-one of its forty-six mem-
ber states, and two others have signed but not ratified
it. The charter describes some of the conditionsfor the
exercise of local autonomy, seen as an essentia ele-
ment of democracy. It is currently working to produce
asimilar charter on regiona self-government, although
reaching agreement is proving more difficult. At the
same time, the CLRAE has made a number of decla-
rations approving the development of regional gov-
ernment. In the case of the transition countries of the
former Soviet Bloc, the CLRAE ensured that regional
and local democracy became enshrined in their consti-
tutions and the design of their states. These had previ-
ously been highly centralized and the local level
completely dominated by the ruling communist par-
ties. In thisway, political decentralization has become
an essential element of democratization and regional
and local democracy are now seen as essential ele-
ments of democracy itself. This perspective has aso
been adopted by the United Nations (UN) Habitat
Program, which, in 2004, adopted a Declaration of
Principles of Effective Decentralization, largely
inspired by the European Charter of Local Self-
Government. We have also noted that among the prin-
ciples of governance of the European Union (EU), as
expressed in the Maastricht Treaty on European
Union, are subsidiarity and partnership.

Liberal representative democracy has been closely
associated with the emergence of the nation-state as
the primary form of state organization. Democracy
has been understood as national democracy—
democratic legitimacy is grounded on the decisions of
assemblies that represent the nation—and the theory

of democracy has been built on this assumption. As a
result of the trends outlined previousy—the actual
decentralization reforms of most advanced states and
the codification of decentralization by bodies such as
the Council of Europe, the European Union, and the
United Nations—the theory of democracy must now
include a consideration of regional and local democ-
racy (and also transnational democracy) and decen-
tralization can be considered an instrument to achieve
as well as a condition of its existence.

—John Loughlin

See also Center-Local Relations; Confederalism;
Constitutionalization; Coordination; Devolution; Executive;
Fiscal Federalism; Localization; State-Society Relations
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DEcisioON MAKING

Individual-level decision making provides the micro-
foundations for organizational behavior and national
policy. Different models of decision making lead
to dramatically different analyses and predictions.
Decision-making theories range from objective ratio-
nal decision making, which assumes that individuals
will make the same decisions given the same informa-
tion and preferences, to the more subjective logic of
appropriateness, which assumes that specific institu-
tional and organizational contexts matter for the deci-
sions that individuals make.
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Rational Decision Making

In modern Western societies, the most common
understanding of decision making is that it is
rational—self-interested, purposeful, and efficient.
During rationd decision making, individuas will survey
aternatives, evaluate consequences from each alterna-
tive, and finally do what they believe has the best con-
sequences for themselves. The keys to a decision are
the quality of information about aternatives and indi-
vidual preferences. Modern economics is built on this
understanding of how individuals make decisions.

Rational decision making becomes efficient when
information is maximized and preferences are satis-
fied using the minimum of resources. In modern soci-
eties, rational decision making can occur in markets or
firms. Both assume that individuals will act rationally,
maximizing self-interest, but each works most effi-
ciently under different conditions. Markets are most
efficient when both buyers and sellers exist, when
products or services are discrete so that the exchange
can be one time, when information about a product or
service (such as its technology or means of evalua-
tion) is broadly understood, and when there are
enforced penalties for cheating.

Lacking these conditions, consensua exchange can-
not occur, and rational individuas will try to cheat
others to maximize their gain. In these cases, a hierar-
chical organization is more efficient. Max Weber
described how modern factories and bureaucracies
became dramatically more efficient through growing
technical expertise, and more importantly, a new divi-
sion of labor, which divided work, specialized exper-
tise, and coordinated individuals in a rule-based
hierarchy. Bureaucracies decomposed complex tech-
nologies into manageabl e pieces, then allowed individ-
uals to specialize and master a defined skill set. Using
a clear hierarchy in which each position is controlled
and supervised according to a stable and non-arbitrary
system of rules, each individual’s work and expertise
could be coordinated to achieve organizational goals,
ranging from winning wars to making dresses.

Satisficing and Bounded Rationality

In the 1940s, organization theorists began to chalenge
two assumptions necessary for rational decision making

to occur, both of which were made obvious in cases
where markets failed and hierarchies were necessary.
First, information is never perfect, and individuals
aways make decisions based on imperfect information.
Second, individuals do not evaluate all possible aterna-
tives before making a choice. This behavior is directly
related to the costs of gathering information because
information becomes progressively more difficult and
costly to gather. Instead of choosing the best aternative
possible, individuals actually choose the first satisfac-
tory aternative they find. Herbert Simon labeled this
process satisficing, and concluded that human decision
making could at best exhibit bounded rationality.
Although objective rationdity leads to only one possi-
ble rational conclusion, satisficing can lead to many
rational conclusions, depending upon the information
available and imagination of the decisionmaker.

Simon argued that otherwise irrational individuals
can behave rationally in the right context, particularly
within a formal organization. Organizations can
structure, or bound, individuals' decisions by manipu-
lating the premises on which decisions are made.
Organizations can filter or emphasize information,
bringing facts to an individual’s attention and identi-
fying certain facts as important and legitimate.
Individuals in hierarchies can take most of what hap-
pens around them for granted, concentrating only on a
few key decisions. Hierarchies are efficient because
they ensure that the correct information gets to the
correct decisionmakers, and that the correct person is
making the decisions. At the same time, hierarchical
organizations can socialize individuals to refrain from
cheating by creating value decision premises that
underlie decisonmakers' judgments on what is right
or good to do. These values, beliefs, or norms can
come from family, from school, or from within the
organization, but the organization can structure envi-
ronments so that the most desirable value will be most
salient at the time of decision.

Hierarchical organizations can structure factua
and value decision premises so that the range of action
becomes so narrow that only one aternative remains:
the rational choice. Structuring decision premises can
be done by directly managing information, selectively
recruiting members, training members, and creating
closed promotion patterns.
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Organizations become rationa in pursuing their
missions through what Simon called ends-means
chains. Leaders set the organizational mission, find a
set of means for achieving the mission, take each of
these means as a subgoal, and then find means for the
subgoals and so on, until goals exist for every member
of the organization. L eaders thus create a hierarchy of
godls, in which each organizational level’s goalsis an
end relative to the levels below it and ameans relative
to the levels above it. Each individual’s work thus
becomes a small part of accomplishing the organiza-
tion’s mission.

Intra-Organizational
Political Decision Making

Turning Simon’s bounded rationality on its head,
organization theorists such as Richard Cyert and
James March saw organizations not as purposeful,
cohesive actors but as a groups of competing coali-
tions made up of individuals with disparate interests.
Individuals do not represent organizational interests;
organizations represent individuals' interests. Cyert
and March argued that organizations have no mis-
sions. Instead, organizations have goals set by atem-
porarily dominant coalition, which itself has no
permanent goals and whose membership is subject to
change. Members of the dominant coalition make
decisions by bargaining, negotiating, and making side
payments. Organizational decision making is the
product of the game rather than a rational, goal-
oriented process. Individual decision making is ratio-
nal in the narrow sense that individuals pursue
individual, self-interested goals, though this cannot
aways be accomplished directly. Individuals must
pick their fights and use their influence carefully.

To understand and possibly predict what organiza-
tions will do, it is necessary to uncover and analyze
the membership of dominant coalition. The formal
organization chart is not a reliable map of organiza-
tional power. Instead, analysts must discover author-
ity. Individuals gain authority by being able to resolve
uncertainty. Individuals that can unravel technical
problems, attract resources, or manage internal con-
flict demonstrate their usefulness to the rest of the
organization and gain power. Working in concert with

others who can perform similarly valuable functions,
they become part of the dominant coalition. The size
and composition of the dominant coalition depend on
the types of environmental, technical, or coordinating
uncertainty that must be resolved for the organization
to survive. More technically complex, larger organiza-
tions in rapidly changing environments will tend to
have larger dominant coalitions.

Incremental
Decision Making and Routines

For rational decision making to occur, an individual
must gather information and analyze potential choices
by devising aternate and complete sets of ends-means
goals for al members of the organization. If a single
individual cannot do this, then the leadership must
complete this planning function so an organization
can be rational. Leaders must create logical ends-
means chains, as well as set out clear subgoals sup-
ported by appropriate factual and value decision
premises. Scholars such as Charles Lindblom believe
the task isimpossible. No group, no matter how clever
or technically competent, can create subgoals and
coordinate efforts at a placelike IBM or the New York
Public School System. The contexts and environments
change too quickly, technology istoo complicated and
contingent, and the organizations are too large and
unwieldy for leaders to effectively imagine and evalu-
ate complete alternative plans of action for the entire
organization.

If overall coordination and top-down guidance is
impossible, then how do regular members make deci-
sions? Lindblom argued that when faced with change,
individuals will tend to continue doing what they
already know how to do. Decisions are repetitive and
similar because the guide to future action is past
action. Bureaucrats are content to use the same proce-
dures and forms, comfortable in their routines. If that
regular behavior produces a result that they perceive
as failure, individuals will adjust to avoid the failure.
Change is reactive and incremental. In cases where
feedback to individuals lags or no feedback exists
at all, change may never occur. Bureaucracies
exhibit incredible inertia, and reform is a mammoth
undertaking, usually with modest results.
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Other organization theorists such as March and
Johan Olsen explained in more theoretical detail why
individuals will tend to repeat decisions and follow
routines. They argue that humans make sense of the
world by using routines that frame experiences
to make them intelligible. These informa routines
absorb uncertainty, making it possible for humans to
function by alowing them to focus on just a few
important decisions. Formal organizations, especially
hierarchical organizations, exaggerate this tendency
toward routine and use it to achieve organizational
rationality. As Simon noted, organizations focus indi-
viduals' attention and decompose complex tasks
and problems so that one person can handle them.
Practically speaking, organizations accomplish this by
creating standard operating procedures. Although
standard operating procedures alow individuals to
function and cooperate at a high level, they also create
the organizational inertia that Lindblom noted.
Routines put blinders on individual's, absorbing uncer-
tainty but also reducing the information they receive
and perceive. Routines and particularly formal
routines such as standard operating procedures often
become disconnected from the actual requirements of
the job at hand and even from individuals' immediate
self-interest because individuals become so accus-
tomed and dependent on their routines that they liter-
ally cannot imagine doing without them. What used to
berationa decision making becomesirrational in new
circumstances.

Appropriate Decision Making

Moving to the opposite end of the theoretical spec-
trum from rational decision making, a more sociolog-
ical approach emphasizes social context over economic
rationality as the key to decision making. According
to the logic of appropriateness, individuals consider
their situation, evaluate their role in that situation,
weigh actions according to which is most appropriate,
and finally do what is appropriate. Rational decision
making assumes that individuals will act to maximize
their preferences and engage in self-interested behav-
ior, but the logic of appropriateness assumes that
individuals will conform to external rules—norms,

routines, procedures, and roles—often without
consciously realizing they are making a decision.
Individuals tend to do the right thing.

Appropriate decision making emphasizes the fit
between the context, especially socia norms and
roles, and individuals perceptions, especialy their
self-perceptions. Behavior follows from how individ-
uals fit the nested contexts and roles they inhabit.
Predicting behavior is complicated because individu-
as inhabit many, many contexts and many roles. In
any given situation, an individual must decide, even if
subconscioudly, which of several competing roles and
related rules to apply. The key criterion is how appro-
priate the rule is to the situation.

March and Olsen showed how the logic of appropri-
ateness inverts the causal logic of rational decision
making. Individuals form opinions and make decisions
to be appropriate in their surroundings, to fit in with
those around them. This means that context precedes
preference, and socia interaction is more important
than abstract sdlf-interest. Instead of liking those we
trust, we trust those we like. Instead of choosing our
friends on the basis of what they value (“1 like Carolyn
because we both voted Democrat”), we choose our val-
ues to match with those we like (“1 voted Democrat
because | like Carolyn and she voted Democrat”). Of
course, all decisions cannot be socialy appropriate,
and al preferences are not socialy derived. But
the first cause is social, rather than innate preference.
Timing isimportant. Social contexts matter more when
preferences are weak, as in childhood, or shaken, as
during a crisis. Behaviors and structures will tend to
replicate themselves, as new members are socialized
and internalize the preferences, values, norms, beliefs,
and ideas of those around them.

Temporal Decision Making

Finally, some scholars studying organizations and
observing real decision making saw so much disorder
and randomness that they came to believe there is
little consequential, logical order to decision making.
Instead, scholars such as Michael Cohen, March, and
Olsen saw temporal order. Studying universities,
they found problems, solutions, decisionmakers, and
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choice opportunities coming together as the result
of being simultaneously available. Timing is key.
Decisions are produced by happy accidents, when all
the necessary ingredients can be combined.

In what Cohen, March, and Olsen called garbage
can processes, problems, solutions, opportunities, and
decisionmakers swirl around independent of each
other within organized anarchies, which act only to
contain them. Organizations are organized anarchies
when they have problematic preferences, unclear
technology, and fluid participation. In other words, in
organized anarchies, members are unclear and incon-
sistent about what they want to do, how they are sup-
posed to do it, and who should make which decisions.
As aresult, people, solutions, and problems are inde-
pendent, and a decision is only made when the four
are connected by timing and attention. Attention isthe
key resource because most decisions are left unmade
because no one is paying attention. Solutions search
for problems, as people with pet ideas wait for the
opportunity to spring them.

Evaluating Decision-Making Models

Some models are more appropriate to certain situa-
tions than to others. Universities will tend to be
garbage cans, but armies will tend to be rational hier-
archies. The nature of the task, the technology, the
personnel, and the context provides clues about what
type of decision making will occur. The more specific
the goal, the better understood the technology, the less
professionalized the personnel, and the more stable
the context, the more likely rational decision making
will occur.

The different models, however, reflect different
fundamental assumptions about human interaction
and behavior. Each has strengths and weaknesses.
Rational decision making is an elegant and powerful
model. But it also fails to accurately describe almost
all actual decision making. Tinkering with it to accom-
modate psychology or politics makes it more redlistic,
but the model aso loses elegance and analytic power,
producing more description than prediction. The logic
of appropriateness and temporal sorting may have the
most intuitive appeal, but systematically applying

them can be difficult, and producing confident predic-
tionsis nearly impossible.

Decision-making models have real implications for
strategy and policy making. For example, arguments for
school vouchersin education rest on the assumption that
parents are rationa decisionmakers and will choose to
send their children to the best schools. If Simon is right
and they are satisficers, however, parents need substan-
tial assistance with researching and evaluating schoolsif
they areto makerational choices. If parents actualy use
logic of appropriateness, the experts’ opinion of the best
schools will not matter as much as their friends and
neighbors opinions, which may have more to do with
the basketball team or location than academics. Finally,
if parents smply follow routines or are not paying atten-
tion, they will do nothing because they will not receive
any penalty for not exercising school choice. Vouchers
will only benefit those who are dready paying attention:
parents who send their children to private schools or
home school their children.

—Keith A. Nitta

See also Bounded Rationality; Bureaucratic Politics
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Appropriateness, Optimal Decision Making; Problem
Structure; Revealed Preference; Satisficing Behavior
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DEINSTITUTIONALIZATION

Most theorists conceive of an institution as a set of
rules or norms that shape individual or group behav-
ior. Deinstitutionalization describes the weakening of
the norms and rulesthat previoudy dictated individual
and group behavior within organizations or, more gen-
erally, inthe political arena. Ingtitutions are often rein-
forced by a concrete set of formal organizations or
procedures. When deinstitutionalization occurs, these
formal organizations or procedures may breakdown as
they lose broad support, funding, and other resources.
Writing on deinstitutionalization fallsinto three broad
categories: (1) studies of the breakdown of rational-
legal institutions, (2) studies of the decline of formal
organizations, and (3) studies of how and why norms
change or weaken.

Certain scholars use the term deinstitutionalization
to refer to the displacement or breakdown of the rules
and formal procedures that Max Weber identified as
the basis for the modern state. Weber argued that in
modern states, formal procedures rather than personal
prerogative govern state action because the state is
organized around a set of rules embodied in law and
bureaucratic procedure. Deingtitutionalization of a
modern state, therefore, entails the breakdown of
formal, impersonal rules and procedures and their
replacement by a personalized or an informal sys-
tem of governance. For example, the Senegalese
bureaucracy today is being deinstitutionalized as civil
service laws are being pushed aside in favor of
recruitment based on personal contacts, and public
policies are increasingly dictated by presidential pre-
rogative rather than by bureaucratic policy-making
procedures.

A second category of scholars equates an institu-
tion with aformal organization that plays afundamen-
tal role in structuring political activity, such as a
political party. For these scholars, deinstitutionaliza-
tion refers to the weakening of specific organizations
and their increasing irrelevance to political and social
life. This concept of deinstitutionalization is used, for
example, to describe the increasing political impo-
tence of labor unionsin Latin America.

Finally, scholars of organizational theory concentrate
on ingtitutions as shared sets of values that structure
activity. As such, their concern with deinstitutionalism
has primarily been with explaining under what cir-
cumstances val ues change and norms disappear.

Because there is no consensus about the definition
of deingtitutionalization, it is difficult to hypothesize
what causes it. Deingtitutionalization of a specific
organization may be caused by endogenous forces
such as a performance crisis or technological change,
but most scholars agree deinstitutionalization likely
comes from exogenous forces, such aslarge-scale eco-
nomic, demographic, or social change. Latin American
labor unions, for example, were deinstitutionalized in
part because neoliberalism caused a change in the
composition of the labor force. Why rules and norms
weaken is difficult to assess. Some scholars use large-
scale exogenous change to explain deinstitutionaliza-
tion. Others see moments of crisis, learning, or
technological innovation as sources of institutiona
change.

—Martha C. Gning

See also Institution; Institutionalization
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DELIBERATIVE DEMOCRACY

Deliberative democracy is a movement in political
theory that claims that political decisions should be
the product of fair and reasonable discussion and
debate among citizens. In deliberation, citizens should
exchange arguments and consider different claimsthat
are designed to secure the public good. Through this
conversation, citizens come to an agreement about
what procedure, action, or policy will best producethe
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public good. Deliberation is a necessary precondition
for the legitimacy of democratic politica decisions.
Rather than thinking of political decisions as the
aggregate of citizens' preferences, deliberative
democracy claims that citizens should arrive at politi-
cal decisions through reason and the collection of
competing arguments and viewpoints. In other words,
citizens' preferences should be shaped by deliberation
in advance of decision making, rather than by self-
interest. With respect to individual and collective citi-
zen decision making, deliberative democracy shifts
the emphasis from the outcome of the decision to the
quality of the process.

Deliberation in democratic processes generates
outcomes that secure the public or common good
through reason rather than through political power.
Deliberative democracy is not based on a competition
between conflicting interests, but on an exchange of
information and justifications supporting varying per-
spectives on the public good. Ultimately, citizens
should be swayed by the force of the better argument
rather than by private concerns, biases, or views that
are not publicly justifiable to their fellow deliberators.
In contrast to an agonistic view of democracy, delib-
erative democracy attempts to adjust for inequalities
in social and economic power by emphasizing that all
citizens are equal in their capacity to reason and
participate.

Early Influences

Two of the early influences on deliberative democra-
tic theory are John Rawls and Jurgen Habermas.
Rawls advocated the use of reason in securing the
framework for ajust political society. For Rawls, rea-
son curtails self-interest to justify the structure of a
political society that isfair for all participantsin that
society and secures equal rights for all members of
that society. These conditions secure the possibility
for fair citizen participation in the future. Habermas
claimed that fair procedures and clear communi-
cation can produce legitimate and consensual
decisions by citizens. These fair procedures govern-
ing the deliberative process are what legitimate the
outcomes.

Features of Deliberation

Deliberative theorists tend to argue that publicity is a
necessary feature of legitimate democratic processes.
First, issues within a democracy should be public and
should be publicly debated. Second, processes within
democratic institutions must be public and subject to
public scrutiny. Finally, in addition to being provided
with information, citizens need to ensure the use of a
public form of reason to ground political decisions.
The public nature of the reason used to ground politi-
cal decisions generates outcomes that are fair and rea
sonable, but subject to revision if warranted by new
information or further deliberation.

Some deliberative theorists claim that the delibera-
tive process of exchanging arguments for contrasting
viewpoints can and should produce a consensus.
Others think that disagreement will remain after the
deliberative process is completed, but that delibera
tion can produce | egitimate outcomes without consen-
sus. Even when the exchange of reason, arguments,
and viewpoints does not seem to produce a clear out-
come, many deliberative theorists suggest that the dis-
sent produced, and the continuing debate, enhances
the democratic process.

Because the deliberative process requires that citi-
zens understand, formulate, and exchange arguments
for their views, norms of clear communication and
rules of argumentation are important to formulate.
Citizens must be speaking the same language, both lit-
erally and figuratively. Citizens must be able to pre-
sent their claims in understandable and meaningful
ways to their fellow deliberators. These claims must
also be supported by argumentation and reason that
makes these views publicly justifiable to differently
situated deliberators.

Most theories of deliberative democracy hold that
the maximum inclusion of citizens and viewpoints gen-
erates the most legitimate and reasonable political out-
comes. In addition to improving the level of discussion
and accounting for the most arguments, more-inclusive
deliberative processes are fairer because more people
have their views considered. Whether or not a citizen's
view is present in the outcome, it has at least been
figured into the debate by fellow citizen deliberators.
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Challenges to
Deliberative Democratic Theory

Many theorists consider the following possible prob-
lems with theories of deliberative democracy. If only
certain modes of expression, forms of argument, and
cultura styles are publicly acceptable, then the voices
of certain citizens will be excluded. This exclusion
will diminish the quality and legitimacy of the out-
comes of deliberative processes. Further, deliberation
assumes the capacity of citizens to be reasonable,
cooperate, unify, and shape their views based on ratio-
nal debate and the views of others. Some argue that
this may be more than human beings are capable of
either because of human nature or because of aready
existing socia inequalities and biases. Social condi-
tions, such as aready existing structural inequalities,
pluralism, social complexity, the increasing scope of
political concerns, and the impracticality of affected
citizens having forums in which to deliberate are also
reasons why some are skeptical of the viability of a
deliberative form of democracy.

Deliberative democratic theory brings ethical con-
cerns into the realm of democratic decision making.
The ultimate aim of deliberative demacratic practices
isincreased citizen participation, better outcomes, and
amore authentically democratic society.

—Jennifer L. Eagan
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DemocrATIC DEFICIT

The notion of a democratic deficit refers to an insuffi-
cient level of democracy in political institutions and
procedures in comparison with a theoretical ided of a
democratic government. The expression democratic
deficit may be used to denote the absence or underde-
velopment of key democratic institutions, but it may
aso be used to reflect the pathologies of how these
ingtitutions function (e.g., lack of transparency and
accountability, technocratic decision making, inade-
guate participation of citizens in policy making).
Evaluations of the level of democratic deficit focus on
the procedural aspects of democracy, reflected in the
mechanisms of representation and decision making.
Therefore, it denotes distortionsto the flow of influence
from citizens to government, and as such, it is closely
associated with the issue of democratic legitimacy.

Although any democratic system may potentially
suffer from a democratic deficit, the concept is most
often used in the context of supranational institutions,
and the European Union (EU) in particular. The most
popular criticism of the EU's levels of democracy
refers to the dispossession of national institutions that
is not sufficiently compensated for at the EU level. In
particular, the EU structure has been criticized for
an inadequate level of parliamentary control over
decision-making processes. First, unlike in the EU’s
member-states, the role of European Parliament (EP)
is marginal because the executive branch of govern-
ment (the Council of Ministers and the Commission)
plays a key role in the legidative process. Second,
because of its size, the EU is criticized for being too
far removed from the ordinary citizens to adequately
support democratic deliberation and participation in
decision making and to effectively represent their
interests. Another criticism points to the activities of
EU ingtitutions, arguing that they lack coordination
and that the focus of EU politics remains dominated
by the national-level procedures and cleavages.
Therefore, the EU is accused of being undemocratic
mainly because the office holders are not directly
dependent and accountable to their constituents,
whose preferences are therefore unlikely to be
reflected in the decisions made.
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However, these negative assessments of the demo-
cratic character of the EU have recently been chal-
lenged by scholars who point out that a parliamentary
model of European democracy is hot a suitable bench-
mark for assessing democracy at the EU level because
it is, like federalist states, a honmajoritarian institu-
tion. Some scholars also argue that the level of the
genera public's satisfaction with their influence on
the EU-level palitical processesisdifficult to establish
because the idea of European integration is still con-
tested by a number of EU citizens. Moreover, demo-
cratic legitimacy in Europe is strongly linked to
welfare issues, and because the models of welfare
state vary radically across European states, it is
impossible for the EU to take these welfare functions
over and use them as a base for its democratic |egiti-
macy. Therefore, although the increasing influence of
the EU is recognized as a positive development, the
conclusions about ademocratic deficit in the EU seem
to depend largely on the benchmarks used.

—Natalia Letki
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DEmMocCRATIC THEORY

The history of democratic theory reaches back for
thousands of years. There is no single democratic the-
ory but, rather, a collection of approachesto democra-
tic theory that have a small set of common values:
participation, representation, popular elections,
citizenship, and the ability to choose freely among
political options or alternatives. The enactment of
democratic theory into practice, however, has been
problematic and uneven because disagreement

persists regarding the exact meanings of these com-
mon terms.

Most Western philosophy, as well as practice, has
emphasized maximum liberty over commitment to
some form of the common good. This perspective
does not mean that there are no common values;
rather, the things that make us distinct as individuals
are valued more highly than the elementsthat unite us,
and our political systems reflect this.

Classical Democracy: Greece

The meaning of the ancient Greek word demokratia
was somewhat ambiguous. Literally, it meant “people-
power” or “people-rule’—nbut it was not entirely clear
whether “people” meant only qualified citizens, or all
persons (the masses). The Greek word demos could
mean either.

By the time of Aristotle (fourth century BCE), there
were hundreds of Greek democracies. Greecewas not a
single political entity but, rather, a collection of some
1,500 separate poleis or city-states. Not al city-states
were democracies, some were oligarchies—where
power was concentrated in the hands of the few richest
citizens—whereas others were monarchies (classified
as“tyrannies’ if the sole ruler had taken power by force
rather than inheritance). Of the democracies, the oldest,
most stable, and most notable was found in Athens.

The origin of the Athenian democracy can be
traced back to Solon, around 600 BCE. Although he
was not a democrat, Solon's constitutional reform
package laid the basis upon which democracy was
pioneered one hundred years later by the progressive
aristocrat Cleisthenes. Under this political system,
Athens successfully resisted the Persian attacks of 490
and 480 through 479 BCE, most notably at the battles
of Marathon and Salamis. Those successes in turn
encouraged the poorest Athenians to demand a greater
say in the running of their city, and in the late 460s
BCE, Ephialtes and Pericles engineered a political
shift that balanced power among economic classes.
This democratic Athens laid the foundations of
Western rational and critical thought.

Athenian democracy was not, however, universally
inclusive. Slaves, foreigners, and women were barred
from participation. Politica power lay in the assembly,
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to which al male, freeborn citizens belonged. The
assembly made al mgor decisions and legidation.
Rational, dispassionate thought did not always prevail,
however; in many instances, the assembly would be
dominated by a charismatic individual whose influence
derived from his oratorical prowess or force of person-
ality rather than his talent for governing. Democratic
governments, in other words, were quite capable of
making foolish and ill-conceived decisions. One theory
speculates that the word demokratia was coined by the
enemies of democracy—members of the aristocratic
elite who did not want to be outvoted by commoners.

One interesting and distinctively Athenian demo-
cratic practice that generated particular criticism was
the practice of ostracism. This was a kind of reverse
election to decide which leading politician should be
exiled for ten years. At least 6,000 citizens had to
“vote” for an ostracism to be valid, and all the mgjor
politicians risked being “fired” in this arbitrary and
unceremonious way. For nearly one hundred years,
ostracism served the purpose of containing serious
civil unrest. At the end of the fifth century, ostracism
was replaced by alegal procedure administered by the
jurors of the peopl€e's courts.

Representative Democracy

After the decline of Greece, theidea of democracy was
abandoned until the Italian Renaissance and the age of
the Italian city-states. Democracy was refined during
the Age of Reason and European Enlightenment, cul-
minating in the experiment that would become the
American political system. Thomas Hobbes, John
Locke, and Jean-Jacques Rousseau laid the founda
tions of social contract theory. Montesguieu elaborated
atheory of separation of powers, and Jeremy Bentham,
John Stuart Mill, Adam Smith, and Thomas Malthus
explored the concepts of markets and utility. Within
the broad practice known as representative democ-
racy are two primary currents. republicanism and
liberalism.

Republicanism

Republicanism is best defined as a commitment to
the principle that thereisa public e ement (res publica)

that can only be legitimately interpreted by the
citizens at large. An influential, if irregular, stream of
Western political thought since the city-states of
ancient Greece and the Roman empire, republicanism
is devoted to the development of political structures
based on the participation of citizens at large demon-
strating a willingness to undertake political action
on the basis of commitment to the common good.
Political activity based on individual self-interest, it
follows, is doomed to degenerate into tyranny.

There are two broad kinds of republicanism. Oneis
narrower, more protective, and found in smaller
communities. Although the rule of law prevails and
freedoms of speech, expression, and association are
honored, participation is achieved through repre-
sentatives to councils or other governing bodies.
Historically in such communities, women, laborers,
and dependents would have been excluded from
citizenship and participation. Competition between
groups could become quite intense. This form of
republicanism prevailed in the Italian city-states of the
Renaissance.

A second form of republicanism was more devel-
opmental. Citizens strove to enjoy political and eco-
nomic equality so that none could become master of
another and al could benefit from self-determination
toward the common good. Property ownership is dif-
fuse. Citizens participate directly in public meetings,
and these meetings constitute the legislature; execu-
tive functions are in the hands of separate adminis-
trators either elected or chosen by lot. This form
of republicanism is most closely associated with
Rousseau.

The language of republicanism was widely spoken
during the years of the American Revolution and is
resurgent in much of the contemporary communitar-
ian literature. Drawing on sources such as Lycurgus,
Thucydides, Aristotle, Polybius, Cicero, Montesguieu,
Richard Hooker, John Milton, James Harrington,
Algernon Sidney, John Locke, Hugo Grotius, and
Samuel Pufendorf, the American colonists empha-
sized three common elements: a commitment to
republican (representative) government, a cyclical
theory of corruption, and a belief in republican virtue.
American colonists used these themes as foundations
for a government structure theoretically capable of
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ensuring justice and maximizing the general good of
the entire community. Recognizing the tendency for
republics to degenerate into corruption based on self-
interest, American theorists tried to balance individu-
alism and community to provide the independence
necessary for virtue while maintaining commitment to
the whole that excessive individualism corrodes.
Active citizenship would keep corruption at bay.

A review of American antifederalist literature
yields severa themes consistent with the republican
tradition: a belief in the dignity of the individual citi-
zen, a focus on the public good, a desire for popular
control of government, an insistence on equality as an
ideal for society, an understanding of the importance
of civic virtue, and participatory democracy. The his-
tory of compact, contract, and covenant traditions
reflected an assumption that individual citizens are
entitled to offer consent on the grounds of political
equality.

Contemporary communitarian literature reflects
these themes. The insistence on finding shared com-
mon virtues and the search for “ deep community” and
“thick democracy” reflect a rejection of atomistic
human nature and the liberal belief that the conditions
that separate us come before those that join us
together as social beings. The notion of ethical citi-
zenship incorporates commitment to the public good,
popular control of government, some meaningful
degree of substantive (material) equality, acceptance
of civic virtue, and commitment to active participation
by the citizenry in government. Some theorists have
argued that ethical citizenship was eclipsed in the
early twentieth century as government became
increasingly professionalized.

Liberalism

Liberalism, argued by many to be the most perva-
sive “language” of democratic theory spoken in
Anglo-Western (particularly American) political dis-
course, is also the most challenged and criticized.
Appearing in Lockean, utilitarian, and Kantian vari-
eties, liberalism promotes the most aggressive form of
self-interest. At the same time, liberalism has been
defined as primarily the rights of the individual that
we have come to take for granted.

Liberalism exhibits an attachment to individual free-
dom as the preeminent value. At the heart of the liberal
position is the idea that each individual is free to iden-
tify and pursue his or her own destiny in a pattern of
freely configured, rationally determined choices. What
is evoked is a collection of individuas, essentialy
unknowable to one another except as they act on each
other, exercising their free will to find satisfaction. The
closest understanding of common purpose is, as Adam
Smith wrote, a“concord,” not a union.

Historically, however, various liberal theorists have
defined the individual differently, and it is unclear
whether “personhood” was to be contingent upon
ownership of property, the capacity to reason, or bib-
lical injunction. Recent liberal theory has offered two
primary strains of liberalism—one utilitarian, the
other Kantian. Following John Stuart Mill, utilitarian
liberals call for maximizing the general welfare and
alowing individuals to pursue their own life prefer-
ences aslong asthis pursuit does not interfere with the
freedom of others or deprive others of their happiness,
however defined. In many respects, utilitarianism fits
well with liberal purposes because maximizing utility
does not involve the judging of others choices.
Theoreticaly, it alows room for a general will to
emerge, along with the clearly undesirable possibility
of a tyrannical magjority, as put forth by James
Madison.

Kantian critics of liberalism, such as John
Rawls, reject utilitarianism in favor of an approach
that gives individual rights more precedence. This
interpretation of liberalism begins with the pre-
sumption that separate individuals necessarily and
properly possess different conceptions of what con-
stitutes the good life. To preserve the fundamental
importance of certain liberties and rights, without
dictating a particular vision that might compromise
our ability as free moral agents to make our own
choices (consistent with similar liberties for oth-
ers), liberals of this persuasion seek a fair frame-
work within which individuals and groups can
choose their own values and ends, consistent with a
similar liberty for others.

Reliance on free-market economics has perva
sively influenced libera interpretations of politics.
From its inception, Lockean liberalism was appealing
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becauseit dovetailed nicely with the growing numbers
of the middle class seeking to make their own fortunes
in a society increasingly free from its feudal past.
Alexander Hamilton used the foundations of liberal
philosophy to promote the growth of manufacturing
and provide an engine of economic growth for an
infant nation, producing citizen-capitalists whose
enterprise and energy would help the republic to
thrive.

Regarding citizenship, the liberal moment has pro-
duced what is often referred to as legal interpretations
of the concept. The refusal of liberals to identify a
purpose to society outside of allowing maximum indi-
vidual liberty has led necessarily to afocus on process
and institutions as the only neutral ground. But such a
focus on process over substance seems by definition
to preclude participatory, active, ethical components
of citizenship.

Technocratic Democracy

In the twentieth century, new variations on democratic
theory and practice arose to address contemporary
challenges. One of the most compelling changes was
the evolution of the technocratic, bureaucratic, or
adminigrative state. Growing out of rationalist theo-
ries of efficiency and division of Iabor, the purpose was
to recruit a cadre of public administrators that was pro-
fessional and technocratic in its orientation and that
would apply its expertise to furthering the public good.

Technocratic democracy was a response to the
increasingly complex business of government. As
Woodrow Wilson famously said, once America's
democratic experiment was firmly entrenched, the
challenge was “running” the Constitution. Although
many countries had had a civil service, the key differ-
ence was to be found in the method of selection in a
technocratic regime: merit, rather than social stand-
ing, became the determining factor.

Technocratic approaches to democracy and gover-
nance emerged in industrial societies with fragmented
patterns of social and political conflict. Some range of
differences of opinion was tolerated within the political
culture, however. Even though extended or universal
voting rights generally prevailed, the electorate was

often poorly informed or easily manipulated using an
appeal to the emotions. Rival political elites or politi-
cal parties competed for votes, and, despite a gener-
aly strong executive branch, legislative bodies were
dominated by party politics.

A strong administrative branch became a check on
the excesses of party power. Because public adminis-
trators were chosen on merit and often protected in
their positions, they were empowered to act against
party bosses and minority interests when necessary.
Toward the end of the twentieth century, however, this
system was generaly agreed to have broken down.
Instead of being technocratic and innovative, public
administrators were perceived as inefficient and rule-
bound. This breakdown fueled the rise of neoliberal-
ism, described next.

Neoliberalism

A general characteristic of neoliberalism is the desire
to intensify and expand the influence of market val-
ues. The emphasis on property in classic and market
liberalism has been replaced by an emphasis on con-
tract. In addition, the contract period is reduced, espe-
cially on the labor market, and so the frequency
of contract is increased—especialy visible on the
labor market. Even within a contract period, an
employee will be subject to continuous assessment.
New transaction-intensive markets are created on the
model of the stock exchanges—el ectricity exchanges,
telephone-minute exchanges. New forms of auction
are another method of creating transaction-intensive
markets. Neoliberals now see these as the only valid
method of making such allocations.

This expansion of interactivity means that neolib-
eral societies are network societies, rather than the
open societies of classic liberals. Formal equality and
access are not enough: They must also be used to cre-
ate links to other members of the society.

Neoliberalism is not smply an economic structure.
It is also a philosophy with particularly visible atti-
tudes to society, the individual, and employment.
Neoliberals tend to see the world in terms of market
metaphors. Referring to nations as companies or to cit-
izens as consumers is typically neoliberal, rather than
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libera. In such a view, Deutschland GmbH competes
with Great Britain Ltd., BV Nederland, and USA Inc.
However, when this is a view of nation-states, it is as
much a form of neonationalism as neoliberalism. The
view aso looks back to the prelibera economic
theory—mercantilism—which saw the countries of
Europe as competing units. The mercantilists treated
those kingdoms as large-scale versions of a private
household, rather than as firms. Nevertheless, their
view of world trade as a competition between nation-
sized units would be acceptable to modern neoliberals.

The market metaphor is applied among cities and
regions as well as among nations. In neolibera
regional policy, cities are selling themselves in a
national and global marketplace of cities. They are
considered equivalent to an entrepreneur selling a
product, but the product is the city (or region) as a
location for entrepreneurs. The successful sale of the
product is the decision of an entrepreneur to locate
there, rather than simply the sale of land or factories.

Democratic Theory and Governance

In the contemporary era, many theorists argue that
the democratic state has become increasingly hollow.
Accountability of elected representatives to the citi-
zenry hasworn thin. The involvement of most citizens
is reduced to the act of voting, if that. Winner-take-all
election rules have resulted in permanently marginal-
ized minorities that cannot overcome financial barri-
ers and manipulated voting districts.

Neoliberal criticisms of technocratic governance
spurred the emergence of new governance, which con-
trasts with old governance in its focus on reducing
rules and allowing expanded space for entrepreneurial
activity in the public sector. New public management,
privatization, and corporate management dominate
thinking in thisfield.

Deliberative democracy, also sometimes called dis-
cursive democracy, is used to refer to any system of
political decisions based on some tradeoff of consen-
sus decision making and representative democracy. In
contrast with the traditional economics-based theory
of democracy, which emphasizes voting as the central
ingtitution, theorists of deliberative democracy argue

that legitimate lawmaking can only arise from the
public deliberation of the citizenry.

Deliberative democracy often recognizes tensions
or conflicts of interest between the citizen participat-
ing, those affected or victimized by the process being
undertaken, and the group or entity that organizes the
decision-making process. For these reasons, delibera
tive democracy often involves extensive outreach
efforts to include marginalized, isolated, and ignored
constituencies, and to extensively document dissent,
grounds for dissent, and future predictions of conse-
quences of actions. Deliberative democracy focuses as
much on the process as the results.

Alternatively, many practitioners of deliberative
democracy attempt to be as neutral and open-ended as
possible, inviting (or even randomly selecting) people
who represent a wide range of views and providing
them with balanced materials to guide their discus-
sions. Examples include national issues forums, study
circles, deliberative polls, and the 21st Century Town
M eetings convened by AmericaSpeaks, among others.
In these cases, deliberative democracy is intended
to create a conversation among people of different
philosophies and beliefs.

Although no major theorist sees deliberative democ-
racy as supplanting representative democracy, little sys-
tematic attention has been paid to the conditions under
which “déeliberative complementarities’ could improve
democratic ingtitutions and civic culture. Deliberative
theory can tend to privilege speech that is too narrowly
rationalistic and argumentative, and hence, marginalize
those groups (women, minorities) whose styles of dis-
course might differ. Deliberative practice, by contrast,
tends to be much more sensitive to variety in discourse,
using storytelling, art, music, and expressions of hurt,
anger, injustice, and hedling.

The problems of voting are rarely addressed by
theories of deliberative democracy. Yet some theorists
have advocated mechanisms such as the deliberative
opinion poll to apply deliberative democracy to real-
world decision making. A deliberative opinion poll
gathers a statistically representative sample of agroup
(from a small community to a country), polls that
group on a particular issue or issues, and uses the
poll’s results to recommend future action.
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Both the liberal and republican “moments’ of
democracy have coexisted in an uneasy dialogue with
one another. At various historical points, one or the
other would appear ascendant, in correlation with
other socia and economic events. Yet, for most of the
past century, there has been growing recognition that
Western frames of reference have been shifting. This
shift has been termed postmoder nism.

In addition to the problem of commodification, the
situation in which everything becomes a commodity
available for sale, postmodernism presents a dilemma
for governance in that, as a philosophy, postmod-
ernism is anti-subject. How can a concept of gover-
nance, which suggests identity and membership,
survive without a sense of subjectivity?

Those postmodernists, often labeled skeptics, offer
an image of the individual whose existence and con-
stitution is a textual creation. Intentionality is dis-
solved in the liquor that is the text. The self has no
referential status other than the text, and the familiar
hallmarks of the Enlightenment—knowing, naming,
and emancipation—are rejected or abandoned. The
purpose is to suspend the good-bad moral hierarchy
implied by the distinction between subject and object.

Although some postmodernists do attempt to
envision a postmodern individual, this is a tricky
task, for it must be accomplished within an antihu-
manist philosophy. But eliminating the subject has
troubling implications for causality, intentionality,
and agency. Disposing of the subject paves the way
for a denial of any basis for critical judgment and
moral responsibility. It suggests an exaggeration of
the classic liberal position—taking the concept of
negative liberty to a disturbing extreme, and turning
the social contract into a caricature of itself. In its
celebration of negative freedom, this postmodernism
can only tear down a world; it cannot build it back
up. The political consequence is a Hobbesian version
of society asawar of al against al. The ethical con-
sequence isamoral individualism incapable of chal-
lenging the ordering principles of modern society.
The practical consequence is an atomistic, disen-
gaged citizenry.

—lisa A. Zanetti
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DEMOCRATIZATION

Democratization has established itself as perhaps the
most normatively persuasive and contested concept in
current political discourse. Both as a process and a
concept, democratization draws on along history. The
intellectual origins of the concept of democracy
stretch back to Athenian ideals of city governance and
Roman republicanism. During the 1700s, the notion
that sovereignty lay with the people, which emerged
from Athens and Rome, became coupled with the
modern ideologies of the Enlightenment, especialy
liberalism and socialism. The emergence of modern
nation-states and capitalist social relations created
the conditions under which ideals of citizenship,
governmental accountability, and civil society estab-
lished themselves as the common sense of Europe and
later America. Democratization, then, might be most
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readily understood as a concept that encapsulates the
expansion of a set of related political ideals with dif-
ferent intellectual vintages that gain public promi-
nence during the emergence of capitalist modernity.
Relatedly, democratization is also a process in which
various socia groups have made claims on the state
through protests, riots, strikes, and lobbies. The dis-
course of democracy had infused many struggles
against monarchical absolutism, working class strug-
gles, and the suffragette movement.

Out of this complex intellectual and political his-
tory has emerged a commonly accepted and simple
formula that is closely associated with democratiza-
tion: universa franchise, or “one person, one vote.”
Other aspects of democratization include the rise of
a multiparty constitution, rights of expression and
assembly, and mandated periodic elections.

But democratization is not just a story of political
change in “the West”; rather, it has become a key
reference point in understanding political change
throughout the world. Some of the most prominent
guestions discussed in global politicstoday rely on the
purchase of democratization as a concept; for exam-
ple, how globalization might be regulated, whether
countries have achieved democratic consolidation, or
whether democratization enhances the prospects for
peace. In essence, democratization contains at its core
two distinct but closely related aspects: a process by
which political life changes, and a hormative view of
political life making statements about how political
communities should behave.

Defining is always closely related to understand-
ing. Although democratization has currently accrued a
widely held and relatively straightforward definition,
this has not closed off theoretical or analytical contro-
versy. There is no space to deal with this fully, but we
can review some key points of departure here to reveal
the different emphases and nuances that can be given
to the meaning of democratization.

Democratization
as the End of History

Francis Fukuyama, following his interpretation of
G.W. F. Hegdl, arguesthat liberd democracy congtitutes

the historic victory of a metaphysical Idea over its
contenders in the modern age. The Idea of individua
rights, a product of liberal theories of the eighteenth
century, has won out over its historic rivals, notably
fascism and communism. Although Fukuyama has
revised his judgments, democratization here is seen as
the historic ascendance of an uncontested concept for
thinking about the political good.

Democratization and Capitalism

Vladimir Lenin famously coined democracy as the
best “political shell” for capitalism. Marxists have
often tried to understand democratization as a politi-
cal accompaniment to the establishment of a capitalist
economy; demaocracy might even fulfill certain func-
tions for capital, for example creating legitimacy for
a certain social order, or removing certain aspects of
socia life from the political sphere and renaming
them as private. Perhaps the best-known Marxist
understanding of demacratization has derived from
Antonio Gramsci. Liberals have also associated
democratization with capitalism, stressing the central-
ity of the emergence of the middle classes.

Democratization and State Building

Historical sociologists have identified the ways in
which democratization has unfolded as part of the
emergence of modern nation-states. Most important
here are the following processes. As states introduced
routine centralized personal taxes, people have
demanded some influence over the way the public
purse was used: no taxation without representation.
As nation-states consolidated, people began to iden-
tify their interests with the sovereignty of the state as
well as their local polities: National newspapers and
wars between nation-states produced new formula-
tions of the national interest in which the actions of
one's state became of relevance to all.

Democratization and Liberalism

Liberals have understood democratization as the
achievement of a society that treats each person as



214 Democratization

endowed with basic political rights. Through a
process of political discourse and persuasion, liberal
soci eties move toward democracy as away of respect-
ing and redlizing the rights of all to participate in a
polity, subject to some basic conditions. In this theo-
rization, democratization is expressed as the realiza-
tion of an immanent human nature, whether acting in
arepublican or rational utilitarian spirit.

Intellectual interest in democratization has contin-
ued to grow throughout the last century, and shows no
sign of stopping. It is striking that a great deal of the
intellectual discussion of democratization and the
political ferment that created historic democracies has
been located in a small geopoalitical space, namely
Europe and North America. And yet, in the present
day, many states have recently democratized or have
democratization as their principal compass for the
future. Democratization is associated with security,
legitimacy, political order, and good relations between
states. Democratization has grown from a political
ideal engaged in the experiences of Western moder-
nity to a kind of universal good.

Consequently, a significant body of literature on
democratic transitions, or “transitology,” has emerged.
Perhaps the best-known starting point here is Samuel
Huntington's waves of democratization approach.
Samuel Huntington identifies three waves of democra-
tic transition (1828-1926, 1943-1962, 1974—present)
during which certain states (and their elites) gained the
wherewitha of dealing with popular pressures on the
state by democratizing. The true test of this transition
isthe “two turnover” test, which means that an incum-
bent party is voted out of office, then its successor
is also voted out of office without a collapse in the
democratic constitutional order. Whether or not
Huntington's model stands up to scrutiny, the idea of
an ever-expanding wave of democratization remains at
the heart of much political analysis.

Multiparty politics hasindeed coursed through for-
merly nondemocratic regions of the world: the retreat
of military regimes during the 1980s in Latin
America, the cautious democratization of East Asia,
the holding of multiparty elections through Sub-
Saharan Africa during the 1990s, and the adoption of
multipartyism in the former Soviet Union and aligned

statesin eastern Europe. Few states have succeeded in
avoiding the democratic waves altogether, and these
states are increasingly represented as aberrations or
even pariahs.

Democratization has never been a straightfor-
ward affair, and its current unprecedented global
reach has only added to the questions that people
have brought to bear on the world’s most prominent
language of political change and the prospects for
democratization. Here, we can only note a selection
of issues.

It is easy to define a certain kind of imperialismin
the globalization of democratization. Western states
condition aid on democratization, strongly condemn
and ostracize (some) nondemocratic regimes, and
sometimes ostensibly intervene coercively with a
view to establishing multiparty constitutionsin certain
states. This produces two paradoxes: First is that
democratization has become a project of powerful
international actors that impose democratization on
other parts of the world. Second, democratization is
posed |ess as a choice for societies and increasingly as
the presiding orthodoxy, outside of which little exists.
However, there might be arange of alternative claims
to democratization, embedded in other historic and
cultural milieus: Islamic democracy, socialist democ-
racy, or some forms of communitarianism.

Relatedly, perhaps the globalization of democratic
discourse is ushering in a more ambitious period for
demoacratization. Globalization has created the need
not merely for the expansion of democratization to all
states, but also a democratization above the nation-
state: the creation of global civic constituencies, the
democratization of multilateral organizations, perhaps
even a global constitution. Some of these ideas are
fleshed out in the concept cosmopolitanism.

Democratization’s expansion has been accompa-
nied by an increasing formalism. What historical
sociologists had understood as a profound change in
the nature of a society has been rendered more a
matter of formal constitution building. All sorts of
more substantive politics might work beneath the
periodic organization of elections, ranging from
unreconstructed authoritarianism to new forms of
populism.
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Furthermore, democratization—even if imple-
mented more substantially—does not solve al theills
of all societies. Political economists have highlighted
how democratization can avoid dealing with drastic
economic inequalities and a wide range of forms of
discrimination and oppression within the market and
the workplace. This is part of the story of South
Africa's transition from 1994. More radica commen-
tators have seen the globalization of democracy as
the circulation of elites, or low-intensity democracy
that principally legitimates a free-market international
order.

Finally, democratization is not solely an issue
for countries outside the West. Despite their self-
representations as bastions of democracy, all Western
states have violated tenets of the liberal democracy idedl.
Thisisall the more obvious and contentious since 9/11.

All these points combine strongly to suggest that
democratization is best understood as a process, not
an endpoint. Unless the democratization process itself
isin some sense owned by the people, its prospects of
moving toward what transitol ogists dub consolidation
would appear to be drastically reduced.

—Graham Harrison

See also Authoritarianism; Constitutionalization;
Cosmopolitanism; Empowerment; Industrialization;
Polyarchy
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DEPENDENCY

Dependency describes a process of economic develop-
ment that is conditioned by external relations of domi-
nation. These relations are rooted in historical and
ongoing processes of capitalist internationalization that
concentrate economic and political power in the more
developed countries. Developed countries actively per-
petuate a state of dependency in less-developed coun-
tries through policies and initiatives that limit their
developmenta autonomy. They enforce these policies,
sometimes by means of economic sanctions or military
invasion and control, but mostly through the rules of
international trade and commerce. The dependency
perspective implies that the further internationalization
of capital through globalization will reproduce struc-
tures of power that maintain and reproduce dependency
and underdevelopment in the third world.

Dependency, Interdependence,
and Dependence

Many people say that, as a result of the increasing
internationalization or globalization of capital, the
entire world is now economically tied together by
complex webs of interdependence; consequently, and
in virtually all states, the influence of international
forces and factors on the operation of domestic
economies has increased in importance relative to
internal ones. However, dependency is neither similar
to, or an outcome of interdependence, nor is it meant
to describe a situation of external reliance, or depen-
dence. These terms refer to interactions among
well-integrated nation-states, whereas the outcome
that dependency describes results from the interaction
of less-devel oped, |ess-homogeneous states with well-
integrated nation-states.

Because of their essential inequality, dominant
states are able to determine the position of the less-
developed countries in the globa division of labor
and to limit their developmental choices and auton-
omy, and thus their capacity for setting their own
developmental course. This has produced a character-
istic set of socioeconomic and political structures and
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patterns of change in the less-developed countries:
dualism and monopoly; a lack of internal structural
integration; dependency on outside capital, |abor, and
markets; inequality; cultural distortions; national dis-
integration; and formal but inauthentic democracy.

Dependency Theory
and Underdevelopment

This notion of dependency is at the center of a body of
research and writing on underdevelopment called
dependency theory. The core ideas and themes of
dependency theory were first elaborated by an econo-
mist, Raul Prebisch, who served as secretary-genera of
the UN Economic Commission for Latin America and
the Caribbean (ECLAC) and was the founding secre-
tary-genera of the UN Conference on Trade and
Development (UNCTAD). Prebisch attributed the per-
sistence of third-world poverty to the operation of inter-
national capitalism. He argued that the capitalist world
economy was characterized by a center-periphery rela
tionship among nations, in which third-world nations
were producers of raw materials for first-world manu-
facturers and consequently locked into a peripherd and
dependent position in the world economy. Prebisch
developed, in collaboration with the economist Hans
Singer, the thesis that the terms of trade for primary
products tend to deteriorate over time because the
prices of manufactured goods bought by the periphery
were rising faster than were the prices of raw materials,
cash crops, and foodstuff sold by the periphery to the
center. Consequently, the structure of trade ensured the
persistence of dependency and created an unbalanced
process of development. These arguments became the
basis of what became known as dependency theory.
Dependency theory explains underdevelopment as
an outcome of the global division of labor and a process
of synchronous regional differentiation. According to
this perspective, in the globa political-economic sys-
tem that emerged beginning in the sixteenth century,
some countries in the core were able to specidize in
industrial production of manufactured goods because
the periphera areas of the world that they colonized
provided the necessary primary goods, agricultura
and mineral, for consumption in the center. Contrary

to the assumptions of liberal economic theory, this
internationa division of labor did not lead to parallél
development through comparative advantage. The
states at the center gained at the expense of the periph-
era states. Thus, underdevelopment does not represent
aphase in development through which the countries of
the third world must pass on their way to becoming
developed, as liberal theories maintain; rather, it is a
conseguence of the development of the core states and
is continually being recreated and reproduced through
the operation of the international economy.

Though a variety of schools of thought devel oped
within dependency theory, al agreed that monopolistic
control of the international market by developed coun-
tries enables them to extract the economic wealth of
underdeveloped countries for their own use and that,
because of this, international market structures perpetu-
ate backwardness and dependency in the South and
encourage dominance by the North. However, different
views emerged about what would bring about a nonde-
pendent process of growth and the end of dependence.
Relatively liberal and reformist theorists, like Prebisch,
argued for a strategy of import-substitution, enabled by
government policy and some degree of protectionismin
trade, that would allow states, first, to achieve greater
domestic industrid diversification, and then to export
previously protected manufactured goods as economies
of scale and low labor costs made domestic costs more
competitive in the world market. However, neo-Marxist
theorists argued that, because underdevelopment in
third-world countries was the outcome of their subordi-
nate position in theworld capitalist system, underdevel-
opment would persist for aslong as they remained part
of that system. Neo-Marxist theorists, therefore, called
for a self-reliant development based on the creation of
counter-structures, policies, and values.

Dependency and
International Structures of Power

Though international structures of power are seen asthe
primary element in the chain of causation that produces
underdevel opment, conceptions of how these structures
are condtituted and maintained vary. One view sees
states and interstate institutions as congtituting the
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world economy. This implies that a more equitable
distribution of benefits within the international economy
requires changes in the trade, aid, and development
practices of powerful states and interstate institutions.
Consistent with this view, the demand for a New
International Economic Order (NIEO), an initiative
presented by developing countries in the UN Genera
Assembly in 1974, called for restructuring power rela
tions between the North and the South through a reduc-
tion in northern trade barriers, anincreasein foreign aid
to developing countries, and a larger role for third-
world states in the decision-making process of interna-
tional economic organizations such as the World Bank,
the World Trade Organization, and the International
Monetary Fund. Another view sees international struc-
tures as constituted and maintained by dominant states
and by €lites in the dependent states. In this view, the
relationship between externa and internal forces forms
a complex whole, with structural links forged on coin-
cidences of interests between local dominant classes
and international ones. What emerges from these theo-
rizations is that the uneven pattern of growth through-
out the world ismost likely reproduced by a structure of
power that is constituted and maintained by states and
interstate institutions, but that represents the interests of
an essentialy transnational capitalist class.

—Sandra Halperin
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DERIVATIVE

A derivative is a set of financia instruments that
includes futures, forwards, options, warrants, and
swaps. A derivative is a financia product that could,
conceivably, take any form whatsoever. There are only
two constraints on the creation of such products: the
willingness of market-makers to innovate in areas out-
side their technical expertise, and the willingness of
market participants to be persuaded that new products
offer greater advantages than established ones. The
term derivative has a literal meaning. The price at
which a derivative contract is traded is derived from
the price of the underlying commodity, security,
index, or event to which it is related. Derivatives are
traded on secondary markets, which, under the influ-
ence of purely passive hedging strategies, respond
solely to price changes exhibited by the underlying
asset in the primary market.

There are two main reasons for the development of
markets in derivative products. The first is that they
provide opportunities for investors to reduce their risk
exposure by hedging their position in a primary mar-
ket with a countervailing investment in the related
secondary market. This enables investors to protect
the value of their existing asset holdings without
recourse to regulatory devices whose origins are
external to the market mechanism. Governments have
been keen to promote derivatives markets that are
used in this way. The hedging strategies that deriva-
tives markets make possibl e provide ameans of stabil-
ity and self-governance for the financial system.

The second reason for the development of deriva-
tives markets presents rather more governance dilem-
mas for public authorities. The demand for aderivative
product is a derived demand for the characteristics
embodied in it. One obvious characteristic of a new
product is that it exists in an unregulated environment.
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Given the potential for permanent innovation in the
provision of financia instruments, regulators will
always be one step behind the innovators. Whenever
secondary markets have regulatory devicesimposed on
them, it is possible to create aternative products,
which are identical in composition to the newly regu-
lated products, offering the same investment opportu-
nities, but which escape regulation.

One example relates to market regulation enacted
through the tax system. Different rates of tax have
historically been imposed on different sources of
income. Derivatives have been used to trandate the
return from one income-bearing asset into the return
from another. In particular, they have been used to
transmute higher-taxed forms of income into lower-
taxed forms of income. This has important implica-
tions, inter alia, for the likely success of a Tobin tax on
short-term currency transactions. Any such tax is
likely to be met with concerted financial innovation,
whereby it becomes possible to avoid the tax by using
anewly created derivative product, which bears all the
economic characteristics of short-term currency trans-
actions, but that is untaxed.

—Matthew Watson
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DETERRENCE

Deterrence uses the anticipation of force to prevent an
adversary from taking a particular action. The threat-
ened force will increase the cost of the adversary’s
behavior and thus diminish the incentive for taking it.
Deterrenceis most likely to succeed when thethreat is
clearly conveyed, and when the actor does not allow

itself an opportunity for exit, so that the adversary
only has to make one choice.

The likelihood that a strategy of deterrence suc-
cessfully prevents the adversary from taking an action
is determined by the credibility of the threat.
Credibility, in turn, isafunction of the actor’s capabil -
ity, willingness, and reputation. The adversary must
conclude that the actor can carry out the threat, that
the actor will incur the cost associated with carrying
out the threat, and that the past behavior of the actor
presents a reputation for having the necessary capabil-
ity and willingness.

Much of deterrence involves the actor attempting
to convince the adversary of its capability and willing-
ness while the adversary assesses the probability that
the actor will carry out the threat. A successful strat-
egy of deterrence requires a rational adversary that
can assess the capability and willingness of
the actor and cal cul ate the cost of the threat versus the
benefit of the particular action. However, much of the
literature on deterrence qualifies rationalist analysis
by invoking assumptions from cognitive psychology.
These works argue that the assessment of credibility is
affected by the fundamental attribution error, wherein
the actor consistently perceives the adversary to be
threatening while assuming the adversary perceives
the actor’s intentions as benign.

The advent of nuclear weapons elevated the impor-
tance of deterrence as a strategy for state security. The
nature of nuclear weapons does not alow the state to
defend its borders, and their use would irrevocably
harm the spoils of conquest, leaving the threat of use
as their only means of enhancing state security.
Understanding the causal mechanisms of deterrence
has dominated scholarship in international relations
since 1945 and was central to the security strategy of
the United States for most of the ensuing sixty years.

Contemporary challenges to the study and imple-
mentation of deterrence arise from the end of bipolar-
ity, the growing significance of nonstate actors,
and the proliferation of state€'s possessing nuclear
weapons. The nature of these new actors challenges
the rationality assumption and thus challenges
the efficacy of deterrence as a strategy of national
security. Regarding the new nuclear states, is it till
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possible to communicate commitments credibly? Can
an actor still assume that an adversary will not take an
action where the costs are higher than the benefits?
Regarding nonstate actors, is it possible to increase
the cost of their behavior—how do you punish them?

—Zachary Zwald
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DEVELOPMENT ASSISTANCE
COMMITTEE

Acting under the auspices of the Organisation for
Economic Co-operation and Development (OECD),
the Development Assistance Committee (DAC) col-
lects and analyzes development data and provides a
forum where the world’'s mgjor bilateral aid donors
meet to discuss, review, and coordinate aid policy
with the objective of expanding the volume and effec-
tiveness of official resource transfers to developing
nations. The DAC does not disburse aid but seeks to
harmonize and encourage the devel opment assistance
policies of its members.

Originally conceived in January 1960 as the
Development Assistance Group, the organization was
recongtituted as the DAC following the creation of the
OECD in 1961. As of 2004, membership of the DAC
comprises twenty-two member states (Australia,
Austria, Belgium, Canada, Denmark, Finland, France,
Germany, Greece, Ireland, Italy, Japan, Luxembourg,
the Netherlands, New Zealand, Norway, Portugal,
Spain, Sweden, Switzerland, United Kingdom, United
States) and the European Commission. The World
Bank, International Monetary Fund (IMF), and
United Nations Development Program (UNDP) hold

observer status. Thus, athough all DAC members
belong to the OECD, not all OECD members belong
to DAC.

The DAC’'s main achievement has been the evolu-
tion of codes of best practice that member countries
are expected to observe in the framing and imple-
menting of official development policy. Adherence to
these guidelines is monitored through triennial peer
reviews of donor countries performance. These
reviews examine, inter alia, the volume of aid, the
general configuration and trgjectory of national devel-
opment policies, and the organizational coherence of
national development strategies; they also make rec-
ommendations for improvement. Most of the DAC's
work is undertaken by committees and working
groups composed of officials from national capitals.
The DAC also relies on the support of the OECD’s
Development Cooperation Directorate (DCD). This
directorate, consisting of approximately forty offi-
cias, is split into four divisions: The Review and
Evaluation Division, which supervises the process of
peer review and provides ongoing monitoring of the
aid programs of DAC members; the Policy Coherence
Division, which examines the differing dimensions
of poverty and their relationship; the Policy
Coordination Division, which evaluates aid effective-
ness and the connections between different policy
areas; and the Statistics and Monitoring Division,
which is responsible for collating and disseminating
data on official development assistance.

The DAC has been criticized because it does not
provide an officia voice for developing countries and
the persistent failure of most of its members to meet
the target, initially set by United Nations Conference
on Trade and Development (UNCTAD) in 1968, of
alocating 0.7 percent of their GDP for official devel-
opment assistance. Moreover, the role of the DAC is
increasingly compromised by competition from other
multilateral institutions and the growing significance
of private capital flows to developing nations.

—~Richard Woodward

See also Organisation for Economic Co-operation and
Development; United Nations Conference on Trade and
Devel opment
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DEVELOPMENT THEORY

The use of the term development to refer to national
economic growth emerged in the United States begin-
ning in the 1940s and in association with a key
American foreign policy concern: How to shape the
future of the newly independent states in ways that
would ensure that they would not be drawn into the
communist Soviet Bloc. Motivated by this concern,
the United States enlisted its social scientists to study
and devise ways of promoting capitalist economic
development and political stability in what was
termed the developing world. Development theory
refers to the research and writing that resulted from
this effort.

As will be discussed later, there are different con-
ceptions of development and, consequently, disparate
approaches to the subject. However, all approaches
are concerned with the relationship between devel op-
ment and governance: Development is usually seen
as crucialy determined by structures of governance;
governance is interpreted through and shaped by the
goal of development. Most development theory
equates development with national economic growth
and sees the state as its primary agent; consequently,
one of its centra concerns is to understand and
explain the role of the state in development and the
nature of government-market relations. Because these
explanations relate development outcomes to the
extent and form of the state's role in development,
there is a close relationship between development
theory and practice. It is not surprising, therefore, that

an identifiable devel opment community and discourse
has emerged from the interaction of academic and
nonacademic consultants and researchers, and the
staffs of government ministries, multilateral aid agen-
cies, financia institutions, and nongovernmental orga-
nizations (NGOs).

Development theory has changed over time with
changes in ideology and the international environ-
ment, and as it does, so do its conceptions of develop-
ment and governance and how they are related.
Changing conceptions of governance and its relation
to development can be traced through the major per-
spectives on development that have emerged since
World War 11, as represented by theories of modern-
ization and growth, dependency and world systems
theories, the resurgence of neoclassical theory, and an
array of newer critical perspectives.

Theories of
Modernization and Growth

Development involves innumerable variables, includ-
ing economic, social, political, gender, cultural,
religious, and environmental factors. But though
development theory integrates concepts and perspec-
tives from a range of disciplines, it was highly influ-
enced by economic thought from the start. Early
theoretical models of development equated devel op-
ment with economic growth and industrialization, and
theorists saw countries that had not yet achieved these
as being at an earlier or lower stage of development
relative to Europe and North America. The most influ-
ential proponent of this view was the American eco-
nomic historian Walt W. Rostow. His 1960 book,
The Sages of Economic Growth: A Non-Communist
Manifesto, elaborated a linear-stages-of -growth model
that defined development as a sequence of stages
through which all societies must pass. This concep-
tion of the nature and process of development became
the basic blueprint for modernization theory.
Modernization theory emerged following World
War 1l to address the issue of how to shape the
economies of states emerging from European coloniza:
tion. Its implicit aim, as the subtitle of Rostow’s book
makes clear, was to shape the development of these
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countries along capitalist lines. Modernization was,
thus, conceived of as the relations of production and
standards of living characteristic of Western Europe
and the United States. In line with Rostow’s mode,
modernization theorists treated underdevelopment as a
stage common to all developing countries and a result
of weaknesses in the various factors of production—
land, labor, and capital . Theorists emphasized increased
savings and investment as the key to development, and
argued that international trade in products particularly
suited to national factor endowments would enable
more efficient resource allocation and greater earnings,
and these could be trand ated into savings and then used
to promote development. Theorists envisioned that,
by disseminating technology, knowledge, managerial
skills, and entrepreneurship; encouraging capital
inflow; stimulating competition; and increasing pro-
ductivity, foreign trade, together with foreign invest-
ment and aid, would be the engine of growth for
developing countries.

Dependency and
World Systems Theories

Modernization theory claimed that once developing
societies come into contact with Western European
and North American societies, they would beimpelled
toward modernization and, eventually, would achieve
the economic, political, and social features character-
istic of the nations of Western Europe and the United
States. However, by the 1960s, it was apparent that the
third world was not passing through a stage of under-
development, as envisioned by modernization theory,
but remaining underdeveloped. Thus, a counterclaim
was advanced—that developing countries today are
structurally different from the advanced countries and
so will have to develop aong different lines. This
claim became the core of the structuralist thesis devel -
oped by intellectuals from Chile, Argentina, Brazil,
and Peru brought together by the UN Economic
Commission for Latin America (ECLA; today known
as Economic Commission for Latin America and the
Caribbean, ECLAC). The main theoretical tenet of
ECLA's approach was that former colonies and non-
industrialized nations were structurally different from

industrialized countries and, therefore, needed differ-
ent recipes for modernization. ECLA argued that col-
onization restructured former colonies economies so
that they specialized in producing raw materials, cash
crops, and foodstuff for export at low prices to the
colonizers' home countries. These structures created a
dynamic that was continuing to impoverish former
colonies and to thwart their modernization. According
to ECLA, the international division of labor created
by colonization had separated the international econ-
omy into a center, consisting of the industrialized
countries, and a periphery that included al the rest of
the countries around the world outside of the socialist
camp. Because the prices of manufactured goods
bought by the periphery were rising faster than those
of raw materials, cash crops, and foodstuff sold by the
periphery to the center, international trade ensured the
persistence of an unbalanced process of development.
Thus, in contrast to modernization theory, which
emphasized the benefits of free trade, foreign invest-
ment, and foreign aid, these theorists argued that free
trade and international market relations occur in a
framework of uneven relations between developed
and underdeveloped countries and work to reinforce
and reproduce these relations.

This perspective formed the basis of what came to
be known as dependency theory. Dependency theory
rejects the limited national focus of modernization
theory and emphasizes the importance of understand-
ing the complexity of imperialism and itsrole in shap-
ing postcolonial states. Its main tenet is that the
periphery of the international economy is being eco-
nomically exploited (drained) by the center. Building
on ECLA's perspective, dependency theorists argued
that colonialism recast economiesin the third worldin
a highly specialized export-producing mold, creating
fundamental and interrelated structural distortions
that have continued to thwart development. Once this
reshaping was accomplished, market forces worked
to perpetuate the relationship of dominance and
exploitation between center and periphery.

In the 1970s, theorists delineated a variety of ater-
native paths possible to capitalist development in
the periphery, including the dependent, associated-
dependent, and unequal paths. During this decade, there
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also emerged a perspective that elaborated an account
of capitalist exploitation of the periphery from the
perspective of the system’'s core. This theoretical
enterprise became known as world systems theory. It
typicaly treats the entire world, at least since the six-
teenth century, as a single capitalist world economy
based on an international division of labor among a
core that developed originally in northwestern Europe
(England, France, Holland), a periphery, and a semi-
periphery consisting of core regions in decline (e.g.,
Portugal and Spain) or peripheries attempting to
improve their relative position in the world economy
(e.g., Italy, southern Germany, and southern France).
The division of labor among these regions determined
their relationship to each other as well as their type of
labor conditions and political system. In the core,
strong central governments, extensive bureaucracies,
and large mercenary armies enabled the local bour-
geoisies to obtain control of international commerce
and accumulate capital surpluses from this trade. The
periphery, which lacked strong central governments or
was controlled by other states, exported raw materials
to the core and relied on coercive labor practices.
Much of the capital surplus generated by the periphery
was expropriated by the core through unequa trade
relations. The semi-periphery had limited access to
international banking and the production of high-cost,
high-quality manufactured goods, but did not benefit
from international trade to the same extent asthe core.

Dependency and world systems theories share a
common emphasis on global analysis and similar
assumptions about the nature of the international sys-
tem and its impact on national development in differ-
ent parts of the world, but they tend to emphasize
different mechanisms of governance. Dependency
theorists tend to focus on the power of transnational
classes and class structures in sustaining the global
economy, whereas world systems analysts have
tended, at least until recently, to focus on the role of
powerful states and the interstate system.

Initialy, the logic of these perspectives supported a
strategy that came to be known as import substitution
industrialization (1SI). The ISl strategy was to pro-
duce internally manufactured goods for the national
market instead of importing them from industrialized

countries. Its long-run objective was to first achieve
greater domestic industrial diversification, and then to
export previously protected manufactured goods as
economies of scale and low labor costs make domes-
tic costs more competitive in the world market. In the
1950s, 1960s, and 1970s, ISl strategies were pursued
by countries such as Chile, Peru, Brazil, Mexico,
Argentina, Ecuador, India, Pakistan, Philippines,
Indonesia, Nigeria, Ethiopia, Ghana, Zambia, South
Korea, Taiwan, and Japan. The strategy ultimately
foundered because of the smallness of the domestic
market and, according to many structuralist theorists,
the role of transnational corporations in this system.
These theorists concluded that 1S, carried out in con-
ditions of capitalist relations of production dominated
by the economic empires|ed by the United States, was
a recipe for further colonization, domination, and
dependency. Thus, beginning in the 1970s, theorists
and practitioners heralded an export-oriented strategy
as the way out of dependency. This strategy gives
priority to the growth of manufacturing production
aimed at world markets and the development of a
particular comparative advantage as a basis for suc-
cess in world trade. The strategy is based on lower
wages and levels of domestic consumption (at least
initially) to foster competitiveness in world markets,
as well as to provide better conditions for foreign
investment and foreign financing of domestic invest-
ment. By the 1980s, however, many countries that
pursued this strategy ended up with huge foreign
indebtedness, causing a dramatic decrease in eco-
nomic growth. Though the theorization of types of
peripheral development and their connection with the
international system continued to undergo refinement
inthe 1980s and 1990s, structural theorists were never
able to agree about what would end dependence and
how a nondependent growth could be achieved.

The Neoclassical Counterrevolution

In the 1980s, a neoclassical (sometimes called neolib-
era) counterrevolution in development theory and
policy reasserted dominance over structuralist and
other schools of thought in much of the world. The
emergence of this counterrevolution coincided with
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the abandonment by the devel oped countries of social
democratic and Keynesian economic policies and, in
particular, the policy of controlling capital move-
ments, as well as the post-World War |1 trading
regime. Critics have pointed out that this counterrevo-
lution also coincided with and seemed to offer justifi-
cation and support for a wave of market-oriented
interventions by the World Bank and International
Monetary Fund (IMF), and efforts to forge a unified
global market regulated only by institutions reflecting
the interests of transnational capital.

The neoclassical or neoliberal perspective repre-
sents a modification and further elaboration of
modernization theory. However, in contrast to mod-
ernization theory, neoclassical theorists see develop-
ment as the outcome, not of strategic state action, but
of the action of market forces. The central clam is
that failure to develop is primarily the result of too
much government intervention and regulation of the
economy. Neoclassical theory emphasizes the benefi-
cial role of free markets, open economies, and the
privatization of inefficient public enterprises. Its rec-
ommended strategy for devel opment isto free markets
from state control and regulation, so that capita,
goods, and services can have total freedom of move-
ment, and there can be greater openness to interna-
tional trade. This is the basic blueprint for what has
been termed good governance. The notion of good
governance has been elaborated, in part, through a
component of the neoclassical counterrevolution
called the new institutionalism. The basic premise of
this perspective is that development outcomes depend
on ingtitutions such as property rights, prices and mar-
ket structures, money and financial institutions, firms
and industrial organization, and relationships between
government and markets. The essence of good gover-
nance is to ensure the existence of these ingtitutions
and their proper role and functioning, as seen from the
perspective of neoliberal theory. According to neolib-
era thought, good governance requires freeing the
market from state control and regulation; reducing
government expenditures for social services like
education and health care; maintaining roads, bridges,
the water supply, and so forth; and privatizing state-
owned enterprises, goods, and services (including

banks, key industries, railroads, toll highways,
dectricity, schools, and hospitals) by selling them to
private investors.

As evidence of the soundness of these policy pre-
scriptions for the devel oping world, proponents point
to the experience of the four Asian “Tigers’: South
Korea, Taiwan, Singapore, and Hong Kong. These
were the most successful cases of the export-led
industrialization strategy adopted by many countries
in the 1970s. All were able to achieve economic
growth based on export industries with comparative
advantage in cheap but skilled labor. All have main-
tained high rates of domestic savings and investment
(with correspondingly lower levels of consumption).
However, many people point out that, in contradiction
to the anti-statist, market-oriented reforms prescribed
by neoliberal theory, this national development strat-
egy in al the Tigers except Hong Kong has been
planned and executed through the institutions of a
centralized authoritarian state.

Critical Perspectives

A number of critical perspectives emerged in the 1970s
that highlighted the cultural and ethical dimensions of
development. Most prominent among these were the
postmodern, postcolonial, and subaltern critiques of
Western knowledge systems, their basisin Eurocentric
and nationalist historiography, and their relationship to
the exercise of Western power. Postmodern writing
challenged grand narratives of the modern era—
narratives of the inevitability of progress, the triumph
of individuality, and the primacy of scientific truth—as
oversimplified, oppressive, or tyrannical. Postcolonial
theory focused on the legacy of colonid rule, and espe-
cialy the difficulties faced by former colonia peoples
in developing national identity. Working within this
general perspective, subaltern studies sought to rethink
history from the perspective of the subaltern and, in
this way, bring to light and assert the value of aterna-
tive experiences and ways.

These critiques succeeded in drawing attention to
the ethnocentric basis of the idea of what constitutes
development and the potential limitations inherent
within this devel opment, the tension between universal
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theories and a diverse developing world, the treatment
of gender in conventional devel opment theory, and the
political content of economic development strategies
as pursued by national governments, encouraged by
international institutions and NGOs, and concealed
behind the notion of aid. Eventually, these critiques
hel ped focus attention on the need to broaden the con-
cept of development to include a social development
and human security dimension. One notabl e result has
been the United Nations Development Program
(UNDP)’s conceptualization of human development,
which includes the capacity of peopleto lead long and
healthy lives, acquire knowledge, and have access to
the resources needed for a decent standard of living.

So far, the notion of human development has influ-
enced development theory in at least two ways. First,
it has clarified the inadequacy of theoriesthat focuson
whole nations or societies and that use macroeco-
nomic factors to explain differences in development
conditions and to measure development: These tell
us nothing about whether the weath and material
well-being generated nationally are widely enough
distributed to provide the conditions for human devel-
opment. Second, the notion of development as human
development reemphasizes the importance of the
state. It assigns the state a magjor role in protecting and
advancing sustainable human well-being and argues
the need for just the socialy oriented state policies
that neoliberalism proscribes—policies that improve
access of al people to human resource investments,
productive assets, credit facilities, information flows,
and physical infrastructure and protect the legitimate
interests of producers, consumers, workers, and vul-
nerable groups in society. Thus, alongside the neolib-
eral call to dismantle public ownership, statist
planning, and government regulation of economic
activities, there is a perspective that reinvigorates the
call for alarger state role in development. These con-
tending perspectives will likely continue to inform
political debates about growth and governance and, in
particular, what constitutes good governance in the
new global context of development.

The growing field of globalization studiesis likely
to play an important role in shaping the future of
development theory. Under its impact, development

theory is likely to focus increasingly on interactions
and encounters that are varied and worldwide and,
drawing on the insights of world historians, to extend
this focus backward in time. Eventually, evidence of
cross-setting similaritiesin processes and outcomes of
growth in world history may dissolve conventional
views of Western and non-Western historical develop-
ment, and of developed and developing worlds, and
give way to anotion of one world, both in history and
in the contemporary world. The study of global devel-
opment, the development of all regions in interaction
with each other, may then generate new theories of
governance as well as of development.

—Sandra Halperin
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Poverty Reduction; Sustainable Development; United
Nations Conference on Trade and Devel opment;
Washington Consensus
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DEvoLUTION

Devolution is defined as the transfer of power from
higher to lower units of any system. In its broad form,
devolution resembles decentralization, but is often
regarded as being more complete and permanent than
decentralization. Most frequently, devolution is used
with reference to the transfer of responsibilities and
authority from central to subnationa (or regiona to
local) levels of government. Beyond this minimal defin-
ition, the understanding of what devolution includes and
excludes and how it differs from other forms of delegat-
ing responsibilities varies across contexts. A genera dis-
tinction can be made between devolution as an umbrella
term for various ways of shifting down responsibilities
and devolution as one specific mode of decentralization.

In the sense of the latter understanding, the World
Bank distinguishes between deconcentration, delega
tion, and devolution as three distinct modes of admin-
istrative decentralization of the redistribution of
authority, responsibility, and financia resources for
providing public services. The three types are differen-
tiated according to the degree of transfer, with decon-
centration being the weakest form and delegation
coming next. Delegation isreferred to asthe transfer of
responsibilities to semi-autonomous bodies, such as
executive agencies, public enterprises, regiona devel-
opment corporations, and so forth. Hence, devolution
isregarded as the strongest mode of decentralizationin
the sense that powers are devolved to political entities
with a separate corporate status, such as local or
regional governments. Therefore, devolution is politi-
cal in the twofold sense that the receiving end of devo-
lution is directly legitimated by popular or indirect
elections and that the devolution includes decision-
making power rather than pure transfer of responsibil-
itiesfor service delivery. That iswhy devolutionisalso
referred to as political decentralization.

Although other international organizations (such
as the Organisation for Economic Co-operation and
Development) use devolution as an umbrellaterm (in
the sense of decentralization used by the World Bank),
devolution is more frequently used as a process of
moving down political decision-making power rather

than merely shifting administrative responsibilities
downward. Motivations for devolution in that sense
include the perception that devolved governments are
best placed to develop and implement policies that
exploit endogenous local or regional capabilities and
are, hence, an appropriate reaction to increased com-
petition between regions in a globalized economy.
Although it is a matter of debate under which condi-
tions devolution can deliver improved policies and
enhance regional competitiveness, concerns against
devolution are also connected to the positive effects of
national uniform regulations and levels of taxation.

Devolved Systems

To quaify as a devolved system, the subnationa
levels of government should be legally established as
institutions that exercise power within clearly recog-
nizable geographical boundaries. Other criteria
include democratic institutions such as popular elec-
tions and the existents of assemblies. Whether these
criteria also include financia powers, such as the
power of taxation (e.g., in the United Kingdom, taxa
tion is excluded from devolution), is contested.

Given these criteria, a rather different meaning of
devolution comesinto focus. In many unitary countries,
such subnational bodies did not exist or have not been
developed to full-fledged political entities. In that con-
text, devolution is less about transferring particular
areas of responsihilities; instead, it isfirst about cresting
political authorities at the local or regiona level. When
used that way, devolution is associated with change at
the congtitutional level of a country and is frequently a
reaction to demands to politically recognize ethnic or
cultural diversity within a particular country rather than
an exercise of adminigtrative reform policy.

Devolution as a notion in this sense has been
prominent in the UK context, where popularly elected
authorities have been established in Scotland, Wales,
and, although in a different context, Northern Ireland.
Other examples of major political decentralization,
including constitutional change, include Spain,
Belgium, and Mexico. Devolution has transformed
some of these countries—for example, Belgium—into
fully fledged federal states. In other cases, such asthe
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United Kingdom or Spain, the process has, so far,
resulted in a pattern of asymmetric devolution with
different regions possessing different degrees of
autonomy, and the final settlement of these ongoing
processes remains an open question. Devolution
therefore should not be regarded as an automatic
process leading to federalism or confederalism.

Although devolution in the sense of creating
devolved systems is a process of political reform
linked to demands for local, regional, or ethnic self-
government, it is also used in federa systems to indi-
cate major shifting of responsibilities between levels
of government in specific policy domains. In that
sense, the substantial shifting of policy responsibili-
ties in the welfare sector in the United States in the
1990s has been discussed as part of the wider devolu-
tion revolution.

Devolved Governance

What links the different dimensions of devolution is
the perception that these trends give way to new forms
of governance between levels of government. Given
the weakened capacity for top-down governance, the
hierarchical layering of levels of government is said to
be replaced by increasing reliance on cooperative
forms of interaction. Therefore, devolution is fre-
guently regarded as part of the move toward multi-
level governance—that is, a system, where different
levels of government, including supranational levels
(e.g., the European Union), simultaneously interact
with each other without necessarily following the
hierarchical chain of levels (e.g., regional government
directly interacting with the European Commission).
Any analysis of governance in devolved systems
has to consider the difference (and potential diver-
gence) between the formal devolution of authority and
responsibilities on the one hand and the actual balance
of power between levels of government and the
degree of autonomy of subnational levels of govern-
ment on the other hand. Criteriafor measuring admin-
istrative and political decentralization, as used by the
World Bank and in the field of fiscal federalism, pro-
vide one way of assessing the degree of autonomy.
However, from the perspective of the governance

literature, these criteria alone do not provide a
complete picture. For example, Rod Rhodes' analysis
in Beyond Westminster and Whitehall showed a con-
siderable degree of dispersion of power in the United
Kingdom long before devolution was pursued. At the
sametime, more recent analysis of the UK case shows
that devolution goes hand-in-hand with diverse ways
of controlling regional government activities, particu-
larly based on the financial powers of central govern-
ment. Correspondingly, research on the United States
provides evidence that devolution in some domains
has been accompanied by a significant flow of new
federal regulations.

—Kai Wegrich
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DiaLocic PusLic Policy

Dialogic public policy invokes the possibilities of a
participatory democracy in which citizens are active
partners with government throughout the policy
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process. This form of participation emphasizes
deliberation, joint learning, and building agreements
toward mutually identified public goals. Dialogic pub-
lic policy seeks to put greater control over policy in
the hands of citizens where input is proactive and
involved, rather than reactive and passive. As a result
of increased globalization, complexity, and gradual
shifts toward governing networks, involving citizens
through dialog has become increasingly important to
achieving workable and accepted solutions.

Dialogic public policy requires environments that
are conducive to jointly forming and implementing
policies. Such environments are town hall forums, cit-
izen juries, and advisory groups. Dialogic public pol-
icy is iterative, meaning that even though consensus
may not be evident at the outset of a policy process,
dialog moves participants closer toward substantive
agreement. As aresult, individual interests are negoti-
ated with the common good, as distinct from processes
whereby interests are static and aggregated.

Dialogic public policy assumes that citizens and
government take on roles not normally assignedin lib-
eral schemes. It characterizes citizens as active, not
passive; passionate, but not overly so. The foundation
of adialogic public policy process sets the conditions
for joint learning, which generates shared meaning
among citizens and government. As decisionmakers,
participants are placed on an equal footing with
experts, where diverse forms of knowledge are
equaly valid. When value is placed on shared deci-
sions, relationships among members are increasingly
important. These relationships facilitate habits of civic
judgment, where citizens learn to negotiate their pref-
erences in the context of the common good. The role
of government in dialogic public policy is intended to
facilitate citizen involvement in decisions where citi-
zens act as co-learnersin the process.

Dialogic public policy is not without its critics,
who are chiefly concerned with its functionality and
appropriateness of scale and capacity for solving
problems in the public interest. Because of its heavy
reliance on relationships, questions arise about the
practicality of the concept at anything larger than the
community level. At a national scale, certain policy
decisions, such as national security, are inappropriate

for mass input. Also, dialogic public policy assumes
that all citizens have equal capacity to engage. The
wide disparity in free time, education, and interest
alows for the possibility that agencies will be cap-
tured by special interests that have the resources to
steer decisions. Only a government that is willing to
be creative about its techniques for involvement and
is sincere about its willingness to share power can
mitigate these dangers.

—Margaret E. Banyan
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DIFFERENTIATED PoLiTY

A differentiated polity consists of various inter-
dependent governments, departments, and agencies.
Political integration and administrative standardiza-
tion are limited. Rule takes place through a maze of
ingtitutions and a complex pattern of decentralized
functions. Governance is thus fragmented between
organizations that cover different territories or deliver
different functions. It occurs in and through networks
composed of the relevant governments, departments,
agencies, and other social and political actors. The
groups within the networks are interdependent. Each
relies on cooperative exchanges with the others to
secure parts of its agenda. The networks themselves
are often self-organizing. They have at least some
autonomy from the center.
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Beyond the Unitary State

Perhaps the main use of the term differentiated polity
is to draw a sharp contrast with concepts of a unitary
state. A unitary state is characterized here by the pres-
ence of an identifiable polity with clear boundaries and
with asovereign will that formulates law. In contrast, a
differentiated polity is characterized by fuzzy bound-
aries and by the flow of power and authority down-
ward, upward, and outward. It is often suggested that
these flows of power have increased recently asaresult
of devolution, globalization, and contracting out.

The contrast between a differentiated polity and a
unitary state is especially important for the Anglo-
governance school. The Westminster Model portrayed
the government of the United Kingdom in terms that
privileged parliamentary sovereignty, cabinet govern-
ment, executive authority, and a neutral civil service.
The Anglo-governance school counters this portrait
with one of the United Kingdom as a differentiated
polity characterized by a hollow state, a core execu-
tive, and multiple networks. This school draws on the-
ories of governance that arose in discussions of the
European Union (EU) and the new public manage-
ment. These theories inform an account of governance
in which power is diffuse. Central government is just
one of several public, voluntary, and private bodies
involved in the policy process. Although the core
executive typically has a preeminent place within net-
works, it rarely can dictate and control policy. Rather,
the center tries to steer and regulate networks by
means such as financial control, negotiation, and
audit. This anaysis of a differentiated polity draws
attention to gaps between the Westminster model
and the actual practice of governance in the United
Kingdom. It highlights, for example, the importance
of links between the EU and subnational authoritiesin
the administration of structural funds.

Related Concepts

Concepts such as networked polity or disaggregated
state closely resemble that of the differentiated polity.
These other concepts are often used to describe emerg-
ing patterns of European and global governance.
Hence, they refer to territories that few people ever

imagined to be governed by a unitary state. The EU
resembles a networked polity in that it relies on a com-
plex web of committees and societal associations to
advise, manage, and regulate varied aspects of gover-
nance. Similarly, global governance seems to resemble
a disaggregated state in that it relies on various trans-
governmental networks. States and nonstate actors col-
laborate here within diverse networks to address shared
concerns. Although some global networks are com-
posed of states and constituted by legal treaties, others
areinformal networks composed of, say, national regu-
lators and the main private organizations they regulate.
Indeed, transnational groups and corporations often
generate private governance regimes of rules, norms,
and principlesthat then guide their actions. Globa gov-
ernance consists partly of attemptsto regulate and coor-
dinate such private governance regimes.

Governance at the national, regional, and global
levels can be described as differentiated, networked,
and disaggregated. These descriptions combine to
offer avivid aternative to the idea of sovereign states
located in a largely anarchical international society.
They evoke instead a world that is composed of net-
works of networks. Individuals and groups organize
themselves into multiple, overlapping, and inter-
dependent networks to address common problems.
States and international organizations are just groups
within these diverse networks.

The Ambiguity of Differentiation

It is often unclear whether the differentiated polity
represents a fundamental change in patterns of rule, a
gradual process of change, or an abstract concept that
seeks to rectify simplistic concepts of the state. We
can distinguish here between two accounts of the dif-
ferentiated polity according to their respective analy-
ses of differentiation. On the one hand, differentiation
can refer to a process based on functional differences.
This concept of differentiation inspires accounts of
governance as a complex set of institutions defined by
their various social roles. The differentiated polity
thus appears to be a recent outcome of the process of
specialization within government: Institutions and
the links between them have multiplied to serve
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increasingly specialized purposes. On the other hand,
differentiation can refer to the different interpreta-
tions, beliefs, or meanings that are often within an
institution or practice. This concept of differentiation
inspires decentered accounts of governance. Patterns
of governance arise from contingent and competing
actions inspired by distinct webs of belief. In this
view, the differentiated polity is certainly not just a
description of recent changes in the world. It is an
abstract account of how we should think about all
states, perhaps even all patterns of rule.

—Mark Bevir
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Heterarchy; Hollow State; Policy Network
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DiLEMMA

The term dilemma plays a significant role in political
science in general and in theories of public gover-
nance. The objectives of public governance are
numerous and multifarious, and this increases the
potential for conflicts between policy objectivesin the
governing process. Hence, governors often face
dilemmas in the performance of societal governance.
Kenneth Arrow’s famous impossibility theorem,
which claims that public governance cannot at

the same time be democratic and efficient and
inexpensive, synthesizes what traditional political
science has regarded as one of the most prominent
dilemmas of public governance that constantly threat-
ens to reduce the possibility of governing democratic
societies. This idea that there exists a fundamental
trade off between democracy, efficiency, and costs is
closely linked to the idea that governments must find
ways to adjust the democratic demands on the input
side so that they do not exceed the output and outcome
that the political system is capable of producing.

Governance theorists confront this view on dilem-
mas of public governancein two ways. First, they tend
to give up the idea that the presence of a dilemma nec-
essarily has a negative impact on the ability to govern.
Mark Bevir and R. A. W. Rhodes in particular see
dilemmas instead as a constructive driving force for
change and innovation. People modify their beliefsand
S0 actionsin response to dilemmas whether these come
from the environment or from their own reflection.
Second, governance theorists give up the idea that
there necessarily is a dilemma between the desire to
enhance democracy and efforts to increase governance
efficiency. They argue that a decisive input from stake-
holdersin many casesincreases governance efficiency.
Therefore, the relationship between democracy, effi-
ciency, and costs might turn out to be a plus-sum game.
This does not mean that governance theorists regard
public governance as dilemma free. Rather, they
regard the most pressing dilemmain processes of pub-
lic governance to be of another sort.

Governance theorists claim that one of the most
pressing dilemmas in public governance today is that
we need both centralized governance and decentered
sdlf-governance. Governance theorists emphasize the
considerabl e governance capacity of salf-governing net-
works, groups, and organizations. When stakeholders
are granted space to govern themselves, they develop a
sense of ownership that transforms them from pressure
groups to responsible, resourceful, and cooperating
coproducers of public governance. However, this trans-
formation will not take place unless the stakeholders
are given a considerable amount of autonomy vis
avis government. But if self-governing networks,
groups, and organizations gain too much autonomy,
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there is considerable risk that the aggregated outcome
of the governance process will become fragmented and
chaotic. Accordingly, there is a pressing need for cen-
tralized governance of self-governance. Governance
theorists regard this double need for centralized gover-
nance and self-governance as a basic dilemma in
contemporary governance processes that cannot be
overcome, but only handled and balanced more or less
successfully. They suggest that this balance should be
established through various forms of metagovernance.
Metagovernance can be exercised in three ways. hands
on through the facilitation of self-governance; hands off
through political, financial, institutional, and discursive
framing of self-governing networks, organizations, and
groups, or indirectly through the presence of a strong
shadow of hierarchy. This shadow has an indirect effect
on the self-governing actors if they think that if they
themselves do not find solutions to a given problem,
government will take over. A core issue for governance
theoristsisthe search for new forms of metagovernance
that can contribute to handling the difficult dilemma
between the need for centralized governance and the
need for decentered self-governance.

—FEva Sgrensen
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Theory; Self-Government; Situated Agency; Tradition

Further Readings and References

Arrow, K. J. (1951). Social choice and individual values.
New York: Wiley.

Bevir, M. (1999). The logic of the history of ideas.
Cambridge, UK: Cambridge University Press.

Bevir, M., & Rhodes, R. A. W. (2003). Interpreting British
governance. London: Routledge.

Sharpf, F. (1994). Games real actors could play: Posit