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ABSTRACT

The thesis analyses local government decentralisation as a process of
institutional change. It is based on a case study of decentralisation in
the London Borough of Tower Hamlets (1986-1330). Drawing on ‘new
institutionalist' theory, the thesis develops a new approach to
understanding local government decentralisation. It provides an
alternative to accounts which concentrate on identifying the ‘pros and
cons' of decentralisation. It examines the capacity of decentralisation
to secure change in the underlying institutional framework of local
governance. The thesis develops a conceptual framework depicting four
stages of an institutional lifecycle: creation, recognition, maintenance
and collapse. The framework maps the interaction of formal and informal
institutional rules, and the relative significance of strategic action and
norm-governed behaviour in institutional change. The conceptual
framework 1s used to analyse local government decentralisation in Tower
Hamlets. The thesis shows that decentralisation arose out of the
collapse of old institutional rules, under the influence of dominant
informal institutions in the locality. It explores how, through strategic
action and the ‘embedding' of new norms of behaviour, a new institutional
framework was established through decentralisation. It also considers
the ambiguous and contested nature of institutional change; 1in
maintaining an institutional framework over time, rules are reinterpreted
and modified. The thesis makes a conceptual and empirical contribution
to understanding institutional change in general, and local government

decentralisation in particular.
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CHAPTER 1 - INTRODUCTION

This thesis analyses local government decentralisation as a process of
institutional change. Informed by ‘'new institutionalist' theory, it is

based on a case study of decentralisation 1in the London Borough of

Tower Hamlets.

The thesis provides a detailed examination of decentralisation in Tower
Hamlets from 1986 to 1990. Tower Hamlets' decentralisation initiative
can claim with considerable justification to be unique: service delivery
and decision-making have been decentralised to seven ‘'neighbourhoods'
and traditional departmental and committee structures abolished. Tower
Hamlets constitutes a 'limiting' case - the most extreme example of a
widespread and diverse phenomenon, a case against which to explore the
experience of local authority decentralisation in the 1980s. My aim is
to use the case study not to test hypotheses but to reflect upon
theoretical propositions. The intensive analysis of a single case
generates a depth and quality of understanding that is harder to achieve

in a more wide-ranging study.

By focusing on institutional change, I aim to develop a new approach to
understanding local government decentralisation. I intend to provide an
alternative to those accounts which concentrate on identifying the
merits (and sometimes the demerits) of decentralisation. My concern is
with the capacity of decentralisation to destabilise existing

institutional rules - to undermine established ‘ways of doing things".



The significance of decentralisation may be less in the specific outputs
with which it is associated, and more in 1its capacity to secure change

in the underlying institutional framework of local governance.

In effect, the thesis has two objects of analysis: institutional change,
and local government decentralisation. It aims to make a contribution to
understanding processes of institutional change in general, and local
government decentralisation in particular. I now indicate the structure

of my argument, outlining the purpose of each chapter.

Chapter 2 begins by noting that ‘'decentralisation' refers to a great
variety of political and organisational phenomena. I set out a
framework for mapping different types of decentralisation in relation to
key variables. This allows me to specify clearly my object of analysis:
the area-based decentralisation of decision-making and service delivery
within local authorities. The chapter goes on to provide evidence of a
trend to area-based decentralisation in British local government in the

1980s.

Chapter 3 reviews interpretations of this trend to local government
decentralisation. It focuses on two dominant approaches: ‘political’
accounts which relate decentralisation to developments in local politics,
and 'total systems' approaches which relate decentralisation to broader
changes 1n soclety, polity and economy. The literature is characterised
by a concentration on 'grand theory', a normative focus, and a lack of
sustained empirical analysis. I argue for the development of a middle-

range theoretical approach to decentralisation, grounded in case study



analysis. Chapter 3 serves a 'ground-clearing' function - I develop my

own approach, based on theories of institutional change, in subsequent

chapters.

Chapter 4 explores approaches to wunderstanding 1institutions and
institutional change. Drawing on ‘new institutionalist' perspectives, six
theoretical ‘vignettes' are presented, each 1lluminating a different
aspect of institutional life. I identify the key variables that emerge
from the literature review and put forward my own set of theoretical
propositions about institutions and 1institutional change. These
propositions serve to guide my analysis of decentralisation as a process

of institutional change.

Chapter 5 sets out a conceptual framework and methodology for analysing
decentralisation. The framework depicts four stages of an institutional
‘lifecycle': creation, recognition, maintenance and collapse. It shows the
interaction of formal and informal institutional rules, and the relative
significance of strategic action and norm-governed behaviour 1in
institutional change. The chapter goes on to outline my methodology,
explaining the rationale behind my case study method and ‘action

research' approach.

The following four chapters investigate decentralisation in the London
Borough of Tower Hamlets, each chapter focusing on a different phase of

the institutional lifecycle.



Chapter 6 analyses the collapse of the existing institutional framework
in Tower Hamlets. I argue that this collapse was shaped both by
contextual factors (social, economic and cultural) and strategic action
on the part of key local interests. Both the 'new urban left' faction in
the Labour Party and the opposition Liberal Party sought to change the
'rules' within which the local authority operated. The Liberals gained
control of the council in 1986, committed to transforming the
institutions of the local authority through decentralisation. I show how
the Liberals tapped into dominant informal institutions (including
traditions of neighbourliness and community) 1in developing their

decentralisation vision.

Chapter 7 examines the creation of a new institutional framework through
decentralisation. I argue that the Liberals' success in introducing
institutional change related to the clarity and simplicity of their
vision (set out in the 1986 manifesto) and to their strategic approach
to implementation. The Liberals built support for decentralisation by
working through key ‘change agents' and exploiting dissatisfaction with
the ‘'old ways'. At the same time, they neutralised potential resistance
by coopting oppositional groups into the implementation process, and

through offering staff incentives in the form of regradings.

Chapter 8 analyses the extent to which new institutional rules
associated with decentralisation were recognised by staff, councillors
and the public. Focusing on one of the new ‘neighbourhoods' (Globe
Town), the chapter identifies developments in the service interface,

management and working practices, and decision-making. I argue that



considerable (if uneven) progress was made in ‘embedding' new rules - on
neighbourhood identification, ease of access for service users, flexible

and generic working, and a more directive role for councillors.

Chapter 9 considers the challenge of sustaining new institutional rules
over time - the maintenance stage of the institutional lifecycle. Three
'mini case studies' illustrate situations in which new rules were tested
to their limits. Different actors interpreted new institutional rules in
different ways, as they responded to new challenges and sought to
pursue their own interests. The three cases reflect the ambiguous and
contested nature of institutional change. I argue that institutional
change 1is hard to control - in maintaining an institutional framework

over time, rules will be changed, modified and reinterpreted.

Chapter 10 sets out my contribution to understanding institutional
change in general, and local government decentralisation in particular.
I consider the contribution of the thesis with regard to my methodology,
my conceptual framework and my characterisation of decentralisation as a
process of institutional change. I finish by considering the limitations
of my approach and suggesting ways in which it could be developed and

applied in the future.



CHAPTER 2 - LOCAL GOVERNMENT DECENTRALISATION: DEFINING THE OBJECT OF

ANALYSIS

Introduction

The purpose of this chapter is to define my object of analysis - local
government decentralisation. In the first part of the chapter I discuss
the variety of definitions and classifications of decentralisation. I
develop my own framework for mapping forms of decentralisation. In the
second part of the chapter I discuss the trend to local government
decentralisation in the 1980s. 1 situate the developments of the 1980s
in relation to earlier decentralisation initiatives, and provide empirical

evidence of the emerging trend.

Part 1 - Defining local government decentralisation

My aim here 1is to investigate the different ways in which the term
‘decentralisation' 1is wused and to clarify its meaning and 1its
applicability to local government. I consider the widespread confusion
over the meaning of decentralisation and review attempts to classify
forms of decentralisation. I go on to develop a framework for mapping
different forms of decentralisation, which allows me to specify clearly

my object of analysis.



1.1 The need for conceptual clarification

The term ‘'decentralisation' 1s used to refer to a variety of political
and organisational phenomena. The loose way in which the term 1is used
has led Hoggett (1987: 217) to comment that decentralisation is:

an “"empty term", referring to a political and organisational space

which can be filled by a whole range of initiatives masquerading
behind this bland heading.

While decentralisation may refer to many different types of initiative,
what 1ts wvarious wuses have in common 1is the implication that
decentralisation 1is a ‘good thing' Smith (1985: 166) notes that
decentralisation is a ‘political hurrah word' and ‘now has almost
universal appeal'; Pollitt (1886) points out that it 1s regarded as
‘'virtuous, fashionable'. Decentralisation often seems to be the policy-
maker's equivalent of 'motherhood and apple pie'. The confusion about
what exactly decentralisation refers to, together with 1its powerful

normative connotations, point to the need for conceptual clarification.

Academic commentators and policy analysts (notably in the United
Nations, the Commonwealth Secretariat and the European Council) have
developed elaborate classification exercises (Smith, 1985: 166). A whole
host of 'D' words has been spawned in the pursuit of analytical clarity,
with distinctions being made between - for instance - devolution,
deconcentration, delegation and dispersal. In distinguishing between
different forms of decentralisation, legal and technical definitions are

generally used. As Conyers (1983: 102) notes:



it has been usual to distinguish between two main types of
decentralisation: devolution to legally established, locally elected
political authorities and deconcentration of administrative
authority to representatives of central government agencies.

In cases of devolution, both the ‘'central' and the ‘'local' level of
government have clearly defined powers and responsibilities. The ideal-
typical case of devolution 1is often given as that of British local
authorities which have traditionally been semi-autonomous, legally
constituted entities able to employ their own staff and control their
own financial affairs, although they are subject to control and
regulation by central government. The French system of local government
is used to 1illustrate the alternative case, that of deconcentration.
This is a much more limited form of decentralisation, in which effective
control remains with the ‘centre' (eg. over finance), while implementation
decisions are decentralised to local bodies. Rondinelli (1983: 189)
defines deconcentation thus:

the transfer of functions within the central government hierarchy

through the shifting of workload from central ministries to field

officers, the creation of field agencies, or the shifting of

responsibility to local administrative units that are part of the
central government structure.

Two other 'D' words may be added to the classification of forms of
decentralisation -~ delegation and dispersal. Delegation involves the
transfer of responsibilities to arm's length bodies which have limited
and precisely defined functions to carry out (perhaps existing on a
temporary basis only), operating under the instruction and licence of
central government, but with a significant degree of operational

autonomy. Rondinelli (1983: 189) provides the following examples:
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delegation involves the transfer of functions to regional or
functional development authorities, parastatal organisations, or
special project implementation units that often operate free of
central government regulations concerning personnel recruitment,
contracting, budgeting, procurement and other matters, and that act
as an agent for the state in performing prescribed functions with
the ultimate responsibility for them remaining with the central
government.

Dispersal refers to the posting of staff away from government centres,
without there being any transfer of powers or functions (Conyers, 1986:
2). A central government department, for instance, may transfer its
computing departmént to a low-rent site outside the capital but, apart
from the new physical distance between the headquarters and the
computing staff, authority relations remain unchanged. Private companies
frequently decentralise production sites in this way to make cost
savings (on labour, rents, materials) - multinational companies disperse
production operations in order to benefit from different factor prices in

different countries or from forms of transfer pricing.

Staying with the legal, technical method of distinguishing between
different types of decentralisation, we can point to a fifth possibility
which involves the transfer of functions out of the government
machinery. As Rondinelli (1983: 189) notes, this refers to the transfer
of ‘responsibilities for activities from the public sector to private or
quasi-public organisations that are not part of the government
structure'. This might arise with the contracting out of service
delivery to private companies, or with the transfer of welfare functions
to self-help groups or charities, or through the establishment of some

form of private/public partnership organisation.
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Although legal questions are important, distinctions between devolution,
deconcentration, delegation and dispersal are unable to capture the
variety of different decentralisation initiatives which can be observed.
For a start, many forms of decentralisation ‘on the ground' involve mixes
of the ideal types described above; they cannot easily be slotted into
one or other of the 'D' boxes. In addition, the distinctions I have
reviewed concentrate upon the classification of different organisational
arrangements. They reveal little about the way in which decentralised
units operate, or about the intentions behind decentralisation. They do
not contribute to an understanding of the politics of decentralisation -
the way in which different stakeholders (central politicians, local
politicians, government staff and managers, community leaders and service
users) press for, or stand to benefit from, different decentralised

arrangements.

Decentralisation may involve a panoply of different organisational
arrangements, but the design and implementation of decentralisation
plans is far from being a purely technical, legalistic matter. Conyers
(1983: 103) proposes an alternative approach to studying
decentralisation:

instead of trying to classify the new decentralisation programmes
into broad categories such as devolution and deconcentration, it is
necessary to ask more detailed questions about the degree and form
of decentralisation in each programme in order to make useful
generalisations and comparisons. It is, in particular, important to
recognise that a number of different criteria can be used to
measure the degree of decentralisation - including the number and
significance of the powers or functions decentralised and the type
of individual or organisation which exercises power at this level -
and that a system which is ‘more decentralised' according to one
criteria may be 'less decentralised' according to another.
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1.2 Common content and key variables: a framework for mapping

decentralisation initiatives

This section addresses Conyers' challenge, attempting to ask 'more
detailed questions' about the form and politics of decentralisation. It
seems 1mportant to retain the term ‘decentralisation' rather than
replacing it with with a host of new words. It is precisely the
popularity and widespread currency of ‘'decentralisation' that makes it an
interesting area of study. My approach will be to establish both the
common content and the key variables involved in decentralisation, as a
basis for making generalisations about decentralisation and for

characterising particular initiatives.

Rondinelli (1981: 137) offers a broad brush defintion of
decentralisation, noting that the term can be used to refer to any
transfer of the ‘authority to plan, make decisions and manage public
functions'. Such a definition does not pre-judge the extent of the
authority or the nature of the functions to be transferred. Neither
does it pre-judge the type of organisational arrangement that will
result. The definition is a useful starting point because it establishes
that decentralisation is about ‘the transfer of authority' and concerns
'public functions'. Such functions may, however, be transferred to
agencies 1inside or outside the public realm. Rondinelli (1981: 188)
notes the wide variety of organisational arrangements which may arise in
the decentralisation of public functions:

Decentralisation can be broadly defined as the transfer of planning,

decision-making or management functions from the central

government and 1its agencies to field organisations, subordinate
units of government, semi-autonomous public corporations, area-wide
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or regional development organisations, specialised functional
authorities or non-governmental organisations.

Rondinelli introduces the concept of 'levels' of government, noting that
decentralisation is a tranfer of authority and functions from central
goverﬁment to subordinate units (whether public or private). Conyers
extends the definition to include not only transfers between ‘national’
and 'sub-national' levels, but between ‘sub-national' and 'lower' levels.

She defines decentralisation as:

any change in the organisation of government which involves the
transfer of powers or functions from the national level to any
sub-national level(s), or from the sub-national level to another,
lower level. (Conyers, 1986: 2)

The idea of levels 1is more useful than a strictly geographical
interpretation of decentralisation: Smith (1985: D defines
decentralisation as ‘the delegation of power to lower levels within a
territorial hierarchy'. He does not allow for the possibility of
decentralisation to agencies 1identified by functional rather than
geographical responsibilities. Bureaucracies are typically sub-divided
according to functional specialisms, with some degree of authority
decentralised to specialist units linked in a vertical hierarchy <(Pollitt,
1986: 159). A lower ‘'level' of government may be defined according to
the particular functions it carries out, rather than by the geographical

area it serves.

Smith (1985: 201-6) stresses the political character of decentralisation
initiatives. Decentralisation is political because it involves the

redistribution of authority and responsibility for public functions.
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Decentralisation arises in response to pressures from different interest
groups and affects different groups in different ways. The outcomes of
decentralisation ‘are the result of political forces in conflict' (Smith,
1985: 201). Thus Smith's understanding of ‘political' is a wide one; it
rests on the idea that a sharp distinction is impossible between the
administrative and governance aspects of public organisations. Smith
(1985: 9) notes that decentralisation may involve the transfer of either
‘political' authority din the sense of politiclans' responsibilities) or
'bureaucratic' authority (in the sense of managers' responsibilities), but
in either case decentralisation is a political phenomenon, affecting

power relations between different sets of government actors.

On common content, then, I have established that decentralisation
involves the transfer between organisational levels of authority to plan,
make decisions and manage public functions. Decentralisation, thus, has
a purposive character; it is a concept of a different order than, say,
‘fragmentation' which implies an ad hoc breakdown, the fracturing of a
whole rather than its restructuring. I have also established that
decentralisation has a political character in that it 1involves the

redistribution of authority within or between organisations.

The definitions of decentralisation reviewed above have indicated not
just common content, but key variables too. Decentralisation 1s a
complex and multi-faceted phenomenon. It may occur at different levels
of government and may take place within the public sector or between
economic sectors. Decentralisation may involve the transfer of

managerial and/or political authority and it may take place on the basis
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of function and/or area. By 1identifying different dimensions of
decentralisation it 1s possible to see how both centralisation and
decentralisation may coexist. Decentralisation with respect to one
variable may be accompanied by centralisation in respect of another.
Managerial authority, for instance, may be decentralised while political
authority is centralised; or decentralisation may occur at one level of
government (eg. between local and sub-local government) while
centralisation occurs at another <(eg. between central and local
government). Conyers (1983: 106) notes that:

It is necessary to recognise the complexity of the motives behind...

decentralisation programmes and, 1in particular, the fact that in

many cases they are trying to achieve both ‘centralisation' and
‘decentralisation’'.

On the basis of this analysis I propose a framework for mapping
different decentralisation initiatives. Decentralisation initiatives can

be characterised with reference to four key variables or dimensions of

decentralisation:

(1) Decentralisation occurs within or between economic sectors (ie.

public, private or voluntary sagencies).

(2) Decentralisation occurs at different levels of government (ie. multi-
national, national, local or sub-local).

(3) Decentralisation involves the transfer of political or managerial
responsibility, although all decentralisation initiatives are ‘political’ in
terms of their design and outcomes.

(4) Decentralisation 1involves territorial or functionally distinct

divisions of government activity.
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The value of this approach 1is that it allows for a specific form of
decentralisation to be described in a relatively unambiguous way with
reference to the four sets of variables. It 1is possible to map
decentralisation on one dimension, and centralisation on another. The
framework allows a particular form of decentralisation to be located
within a much larger matrix of possibilities, and to capture the complex
and contradictory character of different initiatives. Typologies of
'forms of decentralisation' fail to provide such a degree of specificity,
bundling a large number of variables together into a few neat
categories. Such 'boxes' also serve to depoliticise the process of

decentralisation.

1.3 Mapping local government decentralisation

I turn now to locate local government decentralisation in relation to the
key variables identified above, and to specify the type of

decentralisation with which this thesis is concerned.

Decentralisation in what sector?

As indicated above, when discussing decentralisation it is necessary to
specify whether one 1is referring to decentralisation within the public
sector or between economic sectors. In this thesis I am concerned with
decentralisation within the public sector - ie. the transfer of authority
and responsibilities from local to sub-local units, from town halls to
‘neighbourhood’ offices and committees. I recognise, however, that other

forms of local government decentralisation involve the transfer of
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authority for service delivery <(and even policy-making) out of
government hands, through contracting to private or voluntary sector

agencies, or through transfers to 'quasi government agencies' which

involve inputs from the public, private and voluntary sectors.

Decentralisation at what level?

When discussing decentralisation, it 1s also necessary to specify the

level of government which is being decentralised. In this thesis I am

concerned with sub-local decentralisation - decentralisation from local
to neighbourhood level However, local government 1is itself
decentralised: 1t is ‘local' rather than central. Central government

decentralises functions to local authorities, which may then choose to
decentralise responsibilities to a lower level. Central <(national)
government may also act as the decentralised arm of a supra-national
‘government’. Decentralisation at one 1level occurs within a broader
context of patterns of centralisation and decentralisation in governance.
At least four levels of government are significant: the European Union,
national government, local government and sub-local government (Lowndes,

1993: 132).

Decentralisation of what type of authority?

There is a need to establish what it is that is being decentralised.
Decentralisation implies the transfer of authority away from the centre
of an organisation. This may be managerial or political authority. In

this thesis I am concerned with the decentralisation of both managerial
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and political authority within local government. These do not
necessarily go together - it 1is possible to have decentralised service
delivery units without equivalent decentralised political structures, or
(less commonly) to have sub-local decision-making forums without sub-
local service units (Lowndes, 19394: 3), Considering the broader picture,

a regional office of a central government department may en joy

decentralised managerial authority, while lacking any political authority.

Decentralisation on what basis?

There 1s a need to identify the organisational principle upon which
decentralisation 1s based. Government machinery may be decentralised on
the basis of function or area. In this thesis I am concerned with area-
based decentralisation within local authorities - the establishment of
sub—local units for service delivery or decision—making. The functional
and area principles are not mutually exclusive: a territorially-defined
unit of government may have internal functional divisions, whilst a
functionally—-defined unit may decentralise on the basis of areas. Local
government represents the decentralisation of government on a
geographical ©basis; while local authorities themselves typically
decentralise their activities according to functional principles <(to
departments and committees dealing with particular services). At the
same time, the Department of Environment constitutes a functional
division of central government activity, but then decentralises some of

its activities on a geographical basis - to regional offices.
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In summary, my object of analysis may be specified thus (see Figure 2.1):

(1> Decentralisation within the public sector.
(2) Decentralisation from local government to a sub-local level.
(3) Decentralisation of both political and managerial authority.

(4) Decentralisation on the basis of geographical area (‘neighbourhoods').

In organisational terms, such decentralisation produces some form of

neighbourhood committee and/or neighbourhood office.

Part 2 - The trend to local government decentralisation in the 1980s

In this part of the chapter I outline the trend to decentralisation in
local government in the 1980s, situating these initiatives in relation to
earlier approaches. I go on to provide empirical evidence of the spread

of decentralisation in the 1980s.

2.1 The development of a trend to decentralisation

Area management Initiatives in the 1970s

In the 1970s area initiatives emerged in a number of different service
areas, largely as a result of specific legislation - as in education
priority areas, general improvement and housing action areas (Smith,
1985: 167; Stoker and Young, 1993: 98). Influenced by US experiments in
‘neighbourhood government' (see Yates, 1973; Smith, 1985: 171), the
emphasis was on targeting particular areas and applying a new form of

flexible management to address serious urban problems. Developments in
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Figure 2.1 - Local government decentralisation in relation to four key

variables
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professional thinking also influenced a trend to local working 1in
particular services: for instance, after the 1968 Seebohm Report a strong
emphasis on ‘'patch' working developed in social services. However, there
was little opportunity to bring different services together in these
early  projects. As Stoker and Young (1993: 98) explain: 'The overall
impression was of a patchy spread of initiatives in different policy
sectors pursued in isolation from each other'. Efforts to integrate
gservices within a neighbourhood approach did develop, as 1in the
Community Development Projects, the Inner Area Studies and Comprehensive
Community Programmes (Stoker and Young, 1993: 99). These programmes
reflected developments in community work, influenced by the radical and
participatory politics of the 1960s (Hain, 1980: 54-8). Increased public
participation was also encouraged through legislation, for instance on

planning (Gyford, 1986: 108).

The area initiatives of the 1970s were largely central government
spbnsored, although some - 1like the Department of Environment's ‘area
management trials' - drew on the experience of piloneering authorities
like Stockport and Liverpool (Hambleton, 1978: 223-253; Webster, 1982:
167-198). The impact of area management initiatives was limited in the
context of the 1974 reorganisation of local government which produced
fewer, larger authorities and was assoclated with centralised management
techniques. Young and Stoker (1993: 99) point to ‘the irony of central
government sponsoring area management trials shortly after overseeing a
reorganisation leading to larger authorities'. (The current reorganisation

of local government looks set to reproduce this pattern [Lowndes,

forthcoming, al.)
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Concluding on the experience of decentralisation initiatives in the '70s,

Burns et al (forthcoming, Chapter 1) argue that:
the lasting outcome was that the practice of local authority
management remained substantially unchanged. This 1is mainly

because the initiatives were seen as add-ons to the established,
usually highly centralised, decision-making structures.

Decentralisation developments In the 1980s

Professional interest in area working continued in the 1980s, with
decentralised arrahgements fast becoming the norm in social services
(Beresford, 1983; Means, 1984) and housing management (Hoggett and
Hambleton, 1987: 3; Burns and Williams, 1989). By 1987 virtually all
local authority housing departments with a stock of over 20,000 were
engaged in some form of decentralisation (Hoggett and Hambleton, 1987:
3). At the same time, political interest in decentralisation grew from
the early 1980s. While the area management initiatives of the 1970s had
been driven by central government, local politicians now turned their

attention to decentralisation (Stoker and Young, 1993: 99).

Walsall's decentralisation initiative was a pioneer ‘'political' project
(Walsall Council, 1982; Seabrook, 1984). In 1981 the incoming Labour
group made an explicit link between decentralised service delivery and
the development of participatory democracy and ‘socialist local
government' (Hoggett and Hambleton, 1987: 235). Walsall's
decentralisation scheme concentrated on housing, aiming to deliver a
comprehensive housing service (housing management, rents and rates

collection, repairs and maintenance and information) as well as home care
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and meals-on-wheels, from 32 ‘neighbourhood offices' (Seabrook, 1984:
137). Walsall's neighbourhood offices also ‘acted as a filter, passing on
problems to other departments and offering advice on any query brought
before them' (Seabrook, 1984: 137). The Walsall initiative can be
considered ‘'political' in the sense that decentralisation proposals
emanated from high-profile local politicians rather than from managers
and officers. In contrast to previous ‘area management' initiatives,
Walsall ‘couched 1its hopes for decentralisation in an explicitly political
language' (Gyford, 1991a: 111). Labour-controlled Lambeth and Newham
developed decentralised housing programmes in the Walsall mould from
1982. However, the initiatives themselves still concentrated on
reforming aspects of service delivery rather than on setting up new

decentralised political structures.

The early 1980s saw the emergence of the first multi-service
decentralisation initiatives and the cementing of a link between
decentralisation and ‘new urban left' thinking (discussed further in
Chapter 3). Both Hackney and Islington developed multi-service schemes
from 1982, although Hackney's programme was abandoned in the context of
industrial relations disputes (Hoggett, Lawrence and Fudge, 1984: 62-79).
Islington established 24 neighbourhood offices, which were responsible
for aspects of social services, housing services, environmental health,
welfare benefits and planning Heery, 1984: 45-61; Hodge, 1987: 26-36).
Islington also linked its new form of service delivery to a new form of
public participation, setting wup ‘neighbourhood forums' of community
representatives to advise on local policies (Khan, 1989a and 1983b).

Although Walsall had promised a new form of participatory democracy,
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this was conceived in terms of improved access to existing democratic

mechanisms rather than new forums for political participation.

Among other authorities which experimented with decentralisation in the
early - 1980s were Camden, Haringey, Basildon, Greenwich, Edinburgh,
Norwich, Renfrew, Kirklees, Wigan, Sheffield, Manchester, Birmingham,
Lewisham, Southampton and Bradford. From the mid-1980s a new wave of

decentralisers appeared, including Ealing, Gloucester, Hammersmith and

Fulham, Isle of Wight, Kingston and Waltham Forest.

The most radical decentralisation initiative of the mid-1980s was
introduced by an incoming Liberal administration in the London Borough
of Tower Hamlets. As in Richmond, decentralisation in Tower Hamlets was
linked not to new urban left ideas but to Liberal ‘community politics'
(discussed further in Chapter 3). Unlike Islington, Tower Hamlets did
not 'bolt on' a set of decentralised structures but abolished traditional
departmental and committee structures altogether, in favour of area
units. It decentralised not just service delivery but political control.
Seven 'standing neighbourhood committees' (made up of councillors elected
in the relevant wards) became the main decision-making bodies for the
borough. With the Tower Hamlets initiative, the logic  of
decentralisation has been taken to its furthest point (Morphet, 1987;
Hughes, 1987: 29-36; Stoker and Lowndes, 1991; Lowndes and Stoker, 1992a
and 1992b). This thesis explores decentralisation in Tower Hamlets as a
case study. Tower Hamlets constitutes a ‘'limiting case' - the most

extreme example of a widespread and diverse phenomenon, a case against
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which to explore the experience of local authority decentralisation in

the 1980s.

2.2 The trend to decentralisation: empirical evidence

In a collection of papers published in 1987, Hoggett and Hambleton
confidently claim that: ‘decentralisation should now be considered a
trend rather than a fad' (1987: 3). They estimate that some 40
authorities were developing or implementing decentralisation plans,
whether on a single-service or multi-service basis. Hoggett and
Hambleton present details on 17 such decentralisation schemes and this
information supports their claim that decentralisation is not the
prerogative of a single political party nor a particular type of
authority. They point out that not only have decentralisation schemes
increased in  extent, they have also increased 1in variety.
Decentralisation may have become a trend, but ‘its nature has become

much more diffuse' (Hambleton and Hoggett, 1987: 3).

While referring to decentralisation as a trend, Hoggett and Hambleton
provide data on less than 20 local authorities. Data from a 1988 survey
of managerial innovation in local government (Stoker et al, 1988)
provides a useful complement to Hoggett and Hambleton's case studies.
As well as providing data on the extent of decentralisation, the survey
provides information on the variety and diversity of decentralisation
initiatives. It investigates the managerial and the political aspects of
decentralisation (service delivery systems and  decision-making

structures); the types of local authority undertaking decentralisation
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(and  their political control); and the services subject to
decentralisation. The survey findings back-up Hoggett and Hambleton's
bold claim; in fact, they suggest that Hoggett and Hambleton
signigificantly  underestimate the extent of local government

decentralisation.

The survey covered all authorities in England and Wales (448) and
received responses from 225 authorities (a 50% response rate). Local
authorities were asked to compare their situation in 1980 and 1988. 1In
developing a picture of the extent and nature of decentralisation
schemes, the survey distinguishes between decentralisation on the basis
of different sized areas. Three possibilities are examined -
decentralisation on the basis of ‘neighbourhood' <(covering a population
of up to 10,000) or on the basis of ‘area' (covering a population of
between 10,000 and 30,000) and on the basis of ‘'district' (covering a
population of more than 30,000). We shall use the terms large, medium
and small in reporting the findings to avoid confusion, as different
authorities use terms like neighbourhood and area to mean different
things. (For instance, both Islington and Tower Hamlets use the word
'‘neighbourhood', even though their units are very different in size -

Islington's units cover populations of around 7,000 while Tower Hamlets'

units cover populations of approximately 20,000.)

The significance of the data 1is limited, however, by the following

considerations:
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(a) Definitions As I showed in Part 1, the term ‘'decentralisation' can
mean many different things. Decentralised service delivery might refer
to local information and advice points, or to local management and
delivery of services. Decentralised political structures might be full
committees of the council, sub-committees, or advisory forums; they
might be made up of councillors <(either following rules of
proportionality or including only members elected in the relevant wards),
community representatives, or both. Such points indicate once again the
complexity of the decentralisation phenomenon; the survey groups

together potentially quite different types of initiative.

(b) Degree of decentralisation The survey distinguishes between single-
and multi-service decentralisation, but otherwise reveals nothing about
the ‘depth' of decentralisation, in terms of the authority, capacity or
autonomy of decentralised units. (The survey did ask about the extent
of ‘devolved resource management', but this was not linked specifically

to area-based working.)

(c) Changes over time Interpretations of data comparing decentralisation
in 1980 and 1988 must be cautious. Respondents were asked to

‘remember’ what the situtation was in 1980 - the figures do not refer to

a previous survey.

Overall, the data is best treated, as the report's authors themselves
recommend, as a 'snapshot overview' (Stoker et al, 1988: 67). As such,
the survey findings are useful in sketching the trend to

decentralisation in local government in the 1980s. They are particularly
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useful given the lack of alternative data sources on decentralisation in

the 1980s. With these caveats, I now examine the survey findings.

Decentralised service delivery

The 1988 survey concludes that there has been a ‘substantial shift
towards decentralised service delivery' (Stoker et al, 1988: 4). The data
shows: (a) that there has been an overall growth 1in decentralised
service delivery - from 55% of authorities in 1980 to 61% in 1988; and
(b) that growth has been greatest among decentralisation schemes using
small and medium sized units (see Table 2.1). While the number of large
decentralised units has remained static, the number of authorities in the
sample with small decentralised units doubled between 1980 and 1988

(from 9% to 19%).

Decentralised political structures

Investigating the incidence of decentralised political structures (area
committees), Stoker et al (1988: 40) note that: 'Our survey evidence
suggests that initiatives 1in localising the political structures of
authorities have been less numerous than those concerned with service
delivery'. The data show: (a) that there has been slight growth in the
number of authorities with decentralised political structures of some
sort - from 23% of authorities in 1980 to 25% in 1988; and (b) that
growth has been greatest in the case of decentralised political
structures operating on the basis of small and medium sized areas (see

Table 2.2). In 1980 12% of the sample had decentralised committees
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Table 2.1: Decentralised service delivery in local government. 1980-1988

1980 1988
Some form of decentralised
service delivery system 54.7% (123) 60. 9% (137)
Offices covering large areas*
(more than 30,000 population) 28. 0% (63) 28. 0% (63)
Offices covering medium areas*
(between 10,000 and 20, 000 28.0% (63) 31.5% (71)
population)
Offices covering small areas*
(less than 10,000 population) 9.3% @21 18. 7% (42)
Offices covering medium and/or
small areas™
(less than 30, 000 population) 33.7% (76) 41. 7% (S4)

Table 2.2: Decentralised political structures in local government,
1980-1988

1980 1988
Some form of decentralised
committee 23.0% (B2) 25.0% &7
Committees covering large areas™
(more than 30,000 population) n/a 12. 8% (29
Committees covering medium areas*
(between 10,000 and 20, 000 n/a 13. 7% (31)
population)
Committees covering small areas™
(less than 10,000 population) n/a 3.1% (D
Committees covering medium and/or
small areas™
(less than 30,000 population) 11.5% (26) 15. 0% (34)

NB: For both tables:

Numbers of responding local authorities given in brackets

* with or without other decentralised offices

Source: Table adapted from Stoker et al, 1988

(Responses from 225 authorities - 50% of all authorities in England and

Wales)
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covering medium or small areas, whereas in 1988 this had risen to 15%
of the sample. However, 1t 1is still the case that the majority of

decentralised service delivery and political structures operate for

larger areas.

Decentralisation and type of authority

Some form of decentralised service delivery was found to be universal in
county councils and. metropolitan boroughs (100% of responding councils
in both categories). Among London boroughs, 93% had some form of
decentralised service delivery. The figure was much lower for districts
(probably reflecting their smaller population size and/or geographical
area), with 49% of responding districts having some form of
decentralised services. County councils were most 1likely to have
decentralised offices covering large areas, while metropolitan district
councils led the way in terms of decentralised offices covering medium
and small areas. Between 1980 and 1988 the percentage of metropolitan
districts with decentralised offices covering small areas increased
dramatically, from 18.7% to 75%. Among the small percentage of councils
which had some form of decentralised political system, metropolitan and
London boroughs dominated. The existence of parish and town councils in
areas covered by many counties and districts might go some way to
explaining a lower level of interest 1in decentralised political

arrangements.
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Decentralisation and political control

Although authorities of all political complexions have experimented with
decentralisation, Labour-controlled authorities show the most interest:
82% of Labour-controlled authorities in the sample operated some form of
decentralised service delivery (rising from 63% in 1980). Around half of
Conservative, Alliance or ‘hung' authorities had decentralised service
delivery. Decentralisation to small areas, particularly, is concentrated
among Labour authorities: in 1988, 50% of Labour controlled authorities
had decentralised to the level of small areas, as against 3.7% of
Conservative councils. Labour councils took the lead in decentralising

political structures, with 28% having decentralised decision-making.

Services covered by decentralised arrangements

Decentralised offices typically work on a single-service basis, although
there is a spread of multi-service initiatives, particularly in the case
of offices serving medium sized sreas. Housing 1is the service most
frequently delivered from decentralised offices, particularly at the most
local level. In offices covering large areas, a wide range of services
may be found; in offices covering medium-sized areas, housing,
environmental health, planning and social services were most common; in
offices covering small areas, housing and social services were the
services most likely to be decentralised. Where decentralised political
structures were in place, they were most commonly concerned with

planning, housing and social services. Where decentralised decision-
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making was on the basis of small or medium areas, housing was the key

service.

Summary

In summary, Stoker et al's 1988 survey shows that:

— decentralisation has increased and growth 1is greatest among
decentralisation schemes covering smaller areas, ie. populations of less
than 30,000;

- service delivery 1s more likely to be decentralised than political
decision-making;

- decentralised units generally operate on a single service rather than
a multi-service basis, and housing is the most common service to be

decentralised;

- Labour-controlled authorities are  most enthusiastic  about
decentralisation, particularly in the case of decentralised political

structures;

- county councils and metropolitan districts are more likely to favour

decentralisation than district councils.

Conclusion

In the first part of the chapter I sought to define my object of
analysis. I noted that decentralisation 1s used to refer to a great
variety of managerial and political initiatives. Having reviewed
different attempts to classify types of decentralisation, I developed my

own framework for mapping decentralisation initiatives. The framework
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specified the common content of decentralisation programmes, and the key

variables. It enabled me to define my object of analysis thus:

!

decentralisation inside the public sector;

decentralisation from local government to a sub-local level;

decentralisation of both political and managerial authority;

decentralisation on the basis of geographical area (‘neighbourhoods®).

In the second part of the chapter I showed that a trend to area-based
decentralisation emerged in local government in the 1980s. I related
the developments of the 1980s to earlier decentralisation initiatives,
and provided empirical evidence of the emerging trend. I situated the
case study for my thesis in relation to this trend, noting that Tower
Hamlets took the logic of decentralisation to 1its furthest point -
decentralising decision-making as well as service delivery, and

abolishing most central structures.

In the next chapter I consider how the trend to local government
decentralisation has been interpreted in the literature, identifying the

limitations of existing perspectives and the scope for new approaches.
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CHAPTER 3 — INTERPRETING THE TREND TO LOCAL GOVERNMENT DECENTRALISATON

Introduction

Having established empirically the existence of a trend to
decentralisation in local government 1in the 1980s, I now consider
interpretations of the trend. My literature review is not comprehensive;
rather, it focuses on two dominant approaches. The first part of the
chapter reviews ‘political' accounts - 1literature which locates
decentralisation in the context of developments in local politics in the
1980s. Such accounts concentrate upon the association with ‘new urban
left' politics, but also point to links with ‘new right' and ‘centre’
political thinking. The second part of the chapter reviews ‘total
systems' accounts - literature which situates decentralisation in
relation to broader changes in society, polity and economy. Such
accounts see local government decentralisation as symptomatic of
systemic changes, notably a peceived transition from 'Fordism' to ‘post-
Fordism'. The third part of the chapter notes the limitations of the
existing literature and establishes an agenda for developing new
approaches to local government decentralisation. This chapter serves a

'‘ground-clearing' function; I develop my own theoretical approach in

Chapters 4 and 5.
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Part 1 - ‘Political' accounts of local government decentralisation

I start by reviewing arguments for decentralisation from the traditions
of 1liberal political theory. Usually invoked 1in relation to
decentralisation from central to local government, they form the basis of
arguments for further decentralisation - from the local to the sub-local
level. After reviewing these ‘base-line' arguments, I go on to see how
they have been developed in the context of the political debates

surrounding local government decentralisation in the 1980s.

1.1 Traditional arguments for decentralisation

The classic case for decentralisation within the government system
revolves around the following points (Sharpe, 1970; Miller, 1988: 225;

Byrne, 1992: 5-8; Stoker, 1993; Lowndes, forthcoming, b):

(a) Efficiency and effectiveness Liberal political theory proposes that
decentralised government is an efficient way of providing services - it
has the ability to provide citizens with what they want because local
policy-makers have an intimate knowledge of the area and are answerable
to local interests. As Stoker (1993: 5) notes of local government: ‘'the
scale of its operations make 1t sensitive to public opinion and capable
of responding to new demands'. Multi-purpose local government has a
depth of local knowledge that central government lacks, and a breadth of
focus missing in single-purpose local agencies. Efficiency can be linked
to capacity for responsiveness and innovation. Local government 1is

aware of local needs and, as an elected body, has the motivation to
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respond. Diversity within the government system encourages technical
experiment and innovation, facilitating the development of local policies
and programmes to meet different needs. From the point of view of the
‘consumer', variety may also allow for choice. As the 'Tiebout
hypothesis' states, citizens may choose between municipalities on the

basis of the package of taxes and services on offer (Tiebout, 1956; John

and Dowding, 1994: 10).

(b> Citizenship and participation Local government provides
opportunities for political participation by electors, activists, lobby
groups, party candidates and elected members. The Widdicombe Committee
(1986: para. 3.13) argued that local government promotes political
participation ‘'through the process of electing representatives as
councillors and through consultation, cooption and local lobbying'. In
corroboration of this claim, the British Political Participation Study
shows that, while voter turn-out is lower at local than national level,
other forms of participation are concentrated at the local level (Parry
et al, 1992: 44; Lowndes, forthcoming, b). Participation may be
facilitated at the local level because the town hall is physically more
accessible than central institutions, or because it provides the basic
services with which people are most concerned, or because it commands a
greater sense of identification from the public. Local government allows
for the practical expression of citizenship and is a source of ‘political
education' within the wider government system. The 1link between
decentralisation and political education and training in political

leadership dates from de Tocqueville: 'town meetings are to liberty what
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primary schools are to science: they bring it within people's reach, they

teach men how to use and enjoy it' (cited in Smith, 1985: 20).

(c) Community identity Local government provides a focus for community
1dent1ty and for the resolution of conflict in the interests of the
community as a whole. As Smith (1985: 24) puts it, local political
institutions may be seen as a reflection, and continuation of, ‘a prior
and more natural form of democracy than national democracy'. Harking
back to the ideal of the Athenian city state, Robert Dahl refers to the
virtues of ‘pure' municipal democracy, which he sees as fostering: ‘the
sense of unity, wholeness, belonging, of membership of an inclusive and
solidary community which we sometimes want with such a desperate
yearning' (cited in Smith, 1985: 24). Smith (1985: 64) puts the argument
thus:
It would seem self-evident that an area defined for the purpose of
government should correspond to a territory recognised by its
inhabitants as forming a natural socio—economic unit, one to which
they feel some sense of attachment and identity. Only then will
such government have the necessary legitimacy. Such an area would

be defined by the behaviour and attitudes of the people who live
and work in it.

(d) Liberty and pluralism The presence of local government helps
prevent the concentration of political power at any one place within the
government system, and may protect against an overbearing central
government. The Widdicombe Committee (1986: para. 3.10) noted that:
‘power should not be concentrated in one organ of state but should be
dispersed, thereby providing checks and balances and a restraint on
arbitrary government'. Liberal political theory links decentralisation to

the promotion of political stability and political equality. The classic
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pluralist idea is that the greater the volume and intensity of political
participation, the greater the barriers to concentration of power.
Decentralised political institutions are seen as providing opportunities
for minorities to gain access to government. Mill writes that local
forms of government provide chances of participation to the ‘'lower
grades' of society (cited in Smith, 1985: 21). Pluralists are concerned
with questions of size, arguing that the larger a political community the
more difficult it is for citizens to participate directly in government

(Dahl and Tufte, 1974).

If these four arguments are accepted, there remains great scope for
debate over the specific size and boundaries of local units. (We saw 1in
the last chapter how different parties favoured decentralised units of
different sizes within local government.) Arguments typically revolve
around a tension between criteria of participation and community
identification on the one hand, and efficiency in the provision of
services on the other. We saw above that local government may be seen
to enhance 'allocative' efficiency - the deployment of resources to best
match local people's preferences. However, smallness of scale may be
associated with lower levels of ‘x-efficiency' - the achievement of
maximum output for the minimum of input (Stoker, 1993: 4). As Dahl and
Tufte (1974: 20) note, a tension is perceived between demands of ‘citizen
effectiveness' (implying small, community-focused government) and ‘system
capacity' (implying larger units able to benefit from economies of
scale). Newton (1882: 190) addresses the problem thus:

on the one hand, large units of local government are necessary for

the efficient and effective provision of public services; on the

other, small units are more conducive to grass roots democracy, a
sense of belonging, a high rate of individual participation, and
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close contact between political elites, leaders and ordinary
citizens.

Newton (1882: 191), however, claims that the ‘'classic conundrum is a
false one' and points to a lack of evidence that large authorities are
more éfficient, or that small units are more democratic. He notes that:
‘the search for optimum size... has proved to be as successful as the
search for the philosopher's stone' (Newton, 1982: 193). Optimality,
claims Newton, depends upon the service, the type of authority, and our
conception of political participation and ‘democracy'. (As I note in Part
2 of the chapter, new technologies and managerial developments may also
increase the efficiency of small-scale working.) For Newton (1982: 206),
'It is as silly to make a fetish of the big as the small... small is not
as beautiful as comtﬂonly supposed, and big is not nearly so ugly'. This
sald, those charged with designing new decentralisation schemes continue
to seek the elusive balance between ‘size and democracy' (Dahl and Tufte,

1974),

I now go on to consider how the arguments reviewed have been deployed
in making a case for sub-local authority decentralisation. During the
1980s British 1local government underwent a period of unparalleled
politicisation <(Gyford et al, 1989: 16-29; Hambleton and Hoggett, 1987:
1. Despite the polarisation of local politics in the '80s, local
authorities of all political colours experimented with decentralisation -
from Conservative-controlled East Sussex to Liberal Democrat Tower
Hamlets and Labour authorities of both left and right persuasions (eg.

Islington and Birmingham). Drawing on classic arguments from liberal
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political theory, the 'new urban left', the 'new right' and the political
centre developed their case for sub-local authority decentralisation. As

we shall see below, there are surprising similarities in these

rationales, but at the same time differences of emphasis.

1.2 Decentralisation and the ‘new urban left’

Literature on local government decentralisation in the 1980s
concentrates upon the link between decentralisation and the rise of the
‘new urban left' (or ‘'municipal socialism'), reflecting the dominance of
Labour councils in the decentralisation field. In the last chapter I
noted that the London Boroughs of Islington, Hackney, Camden, Lambeth,
Newham and Lewisham all pursued decentralisation to some extent, as did
the 'parent' of municipal socialism, the Greater London Council (GLC). A
number of non-London new urban left (NUL) councils - like Sheffield and
Manchester - also developed decentralisation plans. Within NUL thinking
there were two distinct arguments favouring decentralisation: first,
decentralisation constituted a new way of organising service delivery;

and second, it constituted a new form of local politics.

Decentralisation as a new way of organising service delivery

Many politicians and thinkers associated with the NUL argued that
traditional local government practice and organisation privileged the
interests of professionals (and to a lesser extent trade unionists) over
service users (Hoggett, 1984: 29; Seabrook, 1984: 131). Hoggett's

analysis shows how professionalism and bureaucracy together led to the
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development of a paternalistic and inaccessible welfare apparatus. Local
government was not user-friendly - emphasis was on the quantity of
services delivered and not on their quality. Users' needs were defined
by professionals and bureaucratic modes of operation led to individuals
being cast as 'cases', to be treated in a standardised and anonymous
manner (Justified in terms of the pursuit of egalitarian objectives). In
the 1980s many of the Labour left pointed to the fact that the support
of ‘'the people' - or even 'the working class' - for state services could
not be assumed. Local government and the welfare state was, in many

quarters, unpopular and widely criticised.

Decentralisation was seen as a means by which the style and systems of
local government service delivery could be reformed. Services would be
delivered from accessible, attractive, ‘'close to home' offices, which
would be staffed by a highly motivated, multi-skilled, single-status
work-force. Decentralisation would vundermine professionalism and
bureaucracy; both public service work and the experience of service use
would become less alienating. As the Labour Coordinating Committee
explained in 1984, ‘decentralisation promises to change the provider-
consumer relationship between the council and the people' <(cited in
Lansley et al, 1989: 99). Decentralisation was seen as bringing benefits
for both staff and users, and acting to stimulate enthusiasm in the
community and the work-place for both the 'idea' of local government and
for resistance against the specific threat of local government cuts

(Hambleton, 1992: 13).
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Decentralisation became part of the ‘save jobs and services' platform.
Implicit, and often explicit, in NUL statements on decentralisation was a
commitment to building an alliance between the producers and the
consumers of local government services. The Labour Coordinating
Committee saw decentralisation as the 'fundamental response necessary to
meet the devastating challenge from the Tories' (Lansley et al, 1989:
899). London Labour Briefing explained in 1982 that:

One of our hopes for decentralisation of council services should be

that it will help develop a political awareness among more people

that the struggles of council workers and the ‘community' over cuts

in jobs and services are a common anti-capitalist struggle against
economic oppression. (cited in Lansley et al, 1989: 99)

Decentralisation was seen as offering local authority staff better
working conditions and more satisfying Jjob opportunities (Hambleton,
1992: 13). As the Labour Coordinating Committee explained in a 1984
pamphlet, by ‘enjoying the effectiveness of working directly with the
public, (staff) could develop much more worker participation and other
democratic management practices' (cited in Lansley et al, 19839: 99). In
reality, NUL councils often ran into conflict with trades unions who
suspected 'cuts in disguise' and fought hard to protect traditional terms
and conditions (Graves and Pilkington, undated). In Hackney
decentralisation was abandoned in the face of union resistance (Hoggett,
Lawrence and Fudge, 1984); in Lambeth and Lewisham concessions to the
unions ‘'delayed implementation, increased costs, and blunted the radical

edge of decentralisation' (Lansley et al, 1989: 100).
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Decentralisation as a new form of local politics

The NUL also argued that decentralisation was linked to a new form of
local politics - a participatory politics based on direct citizen
involvement in decision-making and a recognition (and celebration) of the
plurality of social groups within urban communities. A ‘rainbow alliance'
strategy was seen as an alternative to traditional class-based politics
and Labourism (Lansley et al, 1989: 9). The NUL saw decentralisation as
providing a framework for the development of new, more 'socialist' or at
least more 'democratic' forms of local government. In Islington,
‘neighbourhood forums' were attached to local offices to provide a
setting in which local people representing all soclal groups could have
their say and hold the local authority to account (Heery, 1984: 56-58;
Hodge, 1987: 33-34; Khan, 198%a and 1983b). A proportion of
representatives was chosen through ‘street elections', others were
coopted from community groups, with ‘reserved' places for black people,
women, carers, disabled people, young people and the elderly (Khan,
1989a: 7). The NUL intended that decentralised political structures
would facilitate the realisation of ‘popular planning' and ‘people's
power'. According to the NUL decentralisation was about ‘'giving power

away' (Lansley et al, 1989: 59; Mackintosh and Wainwright, 1987).

For the NUL, neighbourhood structures were seen as important within a
strategy of developing left political enclaves where alternative and
‘prefigurative’ state forms could be developed in the context of hostile
political forces at the national level. As David Blunkett, former Leader

of Sheffield Council, put it, the NUL aimed to ‘create an administration
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which might prefigure a wider socialist society' (cited in Gyford, 1986:
117). As left politics were squeezed out of the central government
arena - due to Conservative majorities and a swing to the right in the
national Labour Party - emphasis moved to building support for
alternatives at a local level. The left used its control of local
councils to put 'new left' policies into practice. Gyford (1985: 18)
claims that the most fundamental of the NUL's characteristics was: ‘a
commitment to notions of mass politics based upon strategles of

decentralisation and/or political mobilisation at the local level'.

The NUL's interest 1in decentralisation was not Just a matter of
pragmatism or opportunism; it reflected a new type of left thinking
related to the ‘politics of 1968' and wider European developments
(Gyford, 1985: 41). The commitment to decentralisation related to a
critique of bureaucracy and centralisation within left movements, as well
as in society in general (Beuret and Stoker, 1984; Wright et al, 1984).
As Hain (1980: 203) notes: 'socialism has become too identified with top
heavy decision-making, with bureaucracy and alienation. In short,
socialism has become synonymous with statism'. The neighbourhood
strategies of NUL councils in the 1980s were an expression of a wider
commitment to decentralisation and participation within radical left
thought. As Ken Livingstone, former Leader of the GLC, explained: ‘there
is no way you can impose socialism from above... it has to be built up
from below 1if it is to last' (cited in Gyford, 1986: 117). From a NUL
perspective, Hoggett (1984: 16) claims that:

The theory and practice of decentralisation therefore has a double

effect; 1t is both a demonstration of new possibilities and a
critique of old certainties. Indeed it is a critique not just of
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the welfare state but of the brand of socialism which created the
welfare state.

At the same time, there is the danger that an attack on centralisation
runs the risk of 'throwing the baby out with the bathwater'. As Lansley

et al (1989: 101) point out:

Decentralisation poses a number of problems for the Left when it
goes beyond the realms of administration and becomes an attempt to
devolve political power. Most fundamentally, is the Left really
prepared to allow local people to develop and impose policies which
run counter to those of the council?... Other questions which
remain unresolved include whether a move to decentralise decision

making can lead to inequalities and differing standards within an
authority...

1.3 Decentralisation and the ‘new right*

The survey evidence presented in the previous chapter showed that
Conservative authorities also experimented with decentralisation in the
1980s, albeit to a lesser extent than Labour councils. As Stoker notes
(1987: 10), local Conservatives have shown interest in some forms of
decentralisation, particularly in the fields of housing management,
delegated finanical management and patch social services (as in East
Sussex). But while decentralisation was a project of the local left, for
the Conservatives decentralisation emerged as a policy theme at the
central government level (Stoker, 1987: 10). The Conservatives' 1987
manifesto and subsequent legislation required the breaking up of local
government bureaucracies: through opting-out <(for schools) and local
management boards (for schools and housing estates); through new forms
of public-private partnership, often outside the control of elected local

councils (as in urban development and training); and through compulsory
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competitive tendering (CCT) involving the separation of client and
contractor functions. For Conservatives, decentralisation is still very

much a project in progress, in contrast to NUL initiatives which were

firmly rooted in the political landscape of the 1980s.

Pollitt (1986: 158) notes that: 'Both the "new right" and the "new left"
offer visions of new worlds in which the social space currently occupied
by conventional bureaucracies will be radically reduced'. Drawing on the
public choice approaches of theorists 1like Niskanen (1973) and Pirie
(1988), Pollitt (1986: 158) explains the Conservatives' rationale for
decentralisation thus:

By privatising many public industries and services and

reconstituting the remaining state bureaucracies on a fragmented,

mutually competitive basis, new right theorists claim that it will

be practicable greatly to relieve bureaucratic stagnation and
increase both citizen control and citizen choice.

For the new right, decentralisation is part of a new model of local
government. Decentralisation is 1linked to the introduction of market
values and practices into local government, thus contrasting with the
NUL defence of collectivist approaches at the local level. For the new
right: 'the market is the ultimate form of decentralism' (Butcher et al,
1990: 145). It 1is claimed that the decentralism of the market
facilitates greater producer efficiency and consumer choice. Where these
benefits cannot be secured through privatisation proper, 'quasi-markets'
should be introduced into the public sector (see Le Grand and Bartlett,
1993: 13-34). As Butcher et al (1990: 142) note:

The project 1s not to reform or reconstruct decisional and

administrative structures, but to reassert the supremacy of the
individual as consumer and to find modern ways of utilising the
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market as both arbiter of contending priorities and as guarantor of
cost-effective production of services.

Decentralisation is linked, in new right terms, to policies of ‘radical
consumerism' and ‘competitive pluralism' <(Butcher et al, 1990: 146).
Decentralisation within local government facilitates policies of radical
consumerism; decentralisation to agencies outside local government

embraces the potential of competitive pluralism.

Inside 1local authbrities, decentralisation is seen as enhancing the
accountability and efficiency of service delivery. Decentralisation is
intended to put a check on ‘'budget maximising' (or ‘empire building*)
behaviour among public servants by breaking up public service monopolies
and restructuring bureaucrats' incentives (Stoker, 1991: 241; Dunleavy,
1991: 5). In accordance with this line of thinking, functions which stay
inside the public sector are decentralised to ‘fragmented, mutually
competitive' sub-units (Pollitt, 1986: 158). These are usually
functionally-defined cost centres, but may also be geographically-defined
sub-units. Sub-units relate to one another (and to a 'strategic centre')
on the basis of 'service level agreements' (quasi-contracts), with their
performance monitored and publicised through ‘league tables' based on
‘performance indicators'. Performance-related pay can be introduced in
an effort to restructure bureaucrats' incentives - away from budget
maximisation and towards the achievement of specific performance
targets. Such arrangements are linked both to local authorities' own

initiatives, and to central government policy and legislation (on
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financial management, CCT, league tables, and - more recently - Citizen's

Charters).

From the consumer's viewpoint, the new right intends that smaller, more
autonomous public sector units will both increase the overall efficlency
of local government (reflected in lower taxes or better ‘value for
money'), and offer choice between alternative providers (eg. schools or
leisure facilities). The intention is for service users to be able to
compare alternative sources of provision within and between 1local
authority areas, deciding upon the mix of tax and services which best
suits their needs and preferences - even if this involves moving house
(John and Dowding, 1994: 10; Tiebout, 1956). The 'Tiebout hypothesis'
bolsters a new right argument for area-based decentralisation. As
Stoker (1991: 241) explains:

What is required is a large number of smaller local authorities so

that the diverse preferences of many different citizens can be

satisfactorily provided for. Smaller units may encapsulate more

homogeneous social groups making it easier for citizen preferences
to be met.

It is interesting to note that the new right links decentralisation to
community homogeneity, in contrast to the NUL position which saw

decentralisation as a response to the heterogeneity of inner city

communities.

Alongside decentralisation within local authorities, new right policies
support the devolution of service delivery to agencies outside the
public sector (Stoker, 1991: 241). The existence of parallel service
delivery systems in both the private and voluntary sectors 1is seen as

providing opportunities for competition (leading to greater customer
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responsiveness and increased efficiency) and consumer choice. The
introduction of CCT and other reforms in housing, social services and
education reflect a government desire to promote policies of radical
consumerism and competitive pluralism. Taking housing as an example,
the 1987 Local Government and Housing Act promotes competitive
pluralism thus: ‘Provision of housing by local authorities should
gradually be diminished and alternative forms of tenure and tenant
choice should be increased' (paragraph 1.16; cited in Butcher et al, 1990:
148). As a second-best, the Act notes the beneficial effects of radical
consumerism on services which remain in the public sector: ‘Exposing
councils to healthy competition should also contribute to a better
general standard of services even for tenants who do not transfer!

(paragraph 5.10; cited in Butcher et al, 1990: 148).

Stoker (1887: 10) notes that:
There 1is also a growing New Right critique of the operation of
representative democracy, at 1least at the local level... An

argument has been developed that what 1is required is the greater
involvement of people with a direct material interest in the

provision of services.
Radical consumerism 1is seen as an important complement, if not an
alternative, to traditional electoral processes. By decentralising
responsibilities to the local level - to the individual housing estate or
school - it 1is possible to involve users of a service directly in its
management. As Self (1993: 158) explains, 'devolution of public services
to the control of local elected boards' is seen as a remedy for the
dysfunctions of big bureaucracy and an unresponsive political system.
Stoker (1987: 10) notes the views expressed by Conservative politicians

like Nicholas Ridley during the 1987 election, along the lines that: 'many
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parents know more about education than some local authorities' and

‘tenants know how to run housing better than councils'.

Hence the new right supports decentralisation not just on the grounds of
managerial efficiency but on the basis that such arrangements may be in
some way more ‘'democratic' or ‘accountable'. New forms of ‘consumer
control' (through individual choice and through local boards) are
intended to discipline local politicians, who are criticised as being out
of touch and unaccountable to service users (particularly in the context
of low election turn-outs). As Stoker (1987: 10) notes, the new right
argues that: 'what is required is the greater involvement of a larger
number of people with a direct material interest in the provision of
services'. While the NUL took a ‘collectivist' view of decentralisation,
seeing it a means of renewing a redistributive local state, the new
right takes a ‘consumerist' approach, seeing it as a means of creating
market-1like conditions inside the public sector (Hambleton and Hoggett,
1987: 14). In Britain, however, the new right case for decentralisation
has been limited by the government's desire to maintain (and increase)
central political control - a desire variously attributable to political
partisanship, the need to ‘steer' the restructuring of the public sector,
and the ‘inevitable' wish of one set of politicians to protect their

power base (see Stoker, 1990a: 140-147).

1.4 Decentralisation and the ‘centre’

Despite a strong link between Liberal politics and decentralist ideas,

there 1s little literature in this area, perhaps reflecting the more
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general marginalisation of Liberal politics within the two party system.

It 1s possible, however, to consult the work of thinkers within the party

on decentralisation.

Liberal support for decentralisation in the 1980s was (and continues to
be) linked to a philosophy of ‘community politics'. Originating out of
the 'Red Guard' leadership of the Young Liberal Movement (which
collapsed in the late 1960s), community politics entered into mainstream
Liberal strategy in the 1970s (Greaves and Lishman, 1980: 1). A
resolution at the Liberals' Conference in 1970 outlined what became
known as the 'dual approach' to politics, namely that Liberals would
endeavour to work 'both inside and outside the institutions of the
political establishment' <(cited in Gyford, 1986: 115), Liberals would
seek not just political power in the formal sense, but also the capacity
to mobilise communities and facilitate their self-development. The 1870
Conference resolution urged members:

to help people in communities to organise, to take and use power,

to use our political skills to redress grievances and represent

people at all levels of the political structure. (cited in Butcher
et al, 1990: 145)

By the 1980s, the practice of community politics was proving a
successful electoral strategy at the local elevel, with increasing
numbers of local councils falling under Liberal or ‘Alliance' control (see
Webman, 1983; Rentoul and Wolmar, 1984; Stoker, 1985). Liberals sought
to build political bases in neighbourhoods and housing estates through
'‘doorstep' campaigning on day-to-day issues (Rennard, 1988). Councillors

and potential councillors prided themselves on 'getting things done' for
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local people, and taking on the ‘bureaucracy'. (Chapter 6 describes how
Liberal electioneering strategies operated in Tower Hamlets.) The
Association of Liberal Councillors (1985; 1982; undated, a, b, c) educated
a whole generation of local politicians through its highly detailed
‘activists' guides, covering systems for the production of broadsheets,
leaflet delivery, managing ward records, and so on. Thinkers in the
Liberal Party, however, expressed concern that:

The acceptance of ‘community politics' has been based more on the

electoral success that has been seen to stem from it than on the

winning of an intellectual debate. (Greaves and Lishman,
1980: 1)

Community politics was intended to be more than an electoral strategy.
Its advocates saw it as having profound implications for the practice of
local decision-making and, specifically, for the way Liberals organised
once 1in power. The approach implied not just a focus on local
government, but a commitment to restructuring local government to better
reflect the needs and interests of 1local communities. Greaves and
Lishman (1980: 6) assert that: 'Community politics is quite incompatible
with the centralisation of power at the level of the nation state'.
Moreover, existing local government has been ‘emasculated... by a
reorganisation which has put the principle of common size and identical
powers before the recognition of perceived local communities' (Greaves
and Lishman, 1980: 6). What 1is lacking 1s ‘'any structure of
neighbourhood government'. Greaves and Lishman (1980: 6) make the
Liberal case for decentralisation thus:

neighbourhood government... is the level that most directly affects

the everyday lives of everyone and it is the level of government in
which everyone can take part directly. It is only in small,
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geographically coherent neighbourhoods that everyone can take an
active part in the making of decisions and the exercise of power.

Community politics aims ‘to reverse the trend toward centralisation and
uniformity, and encourage decentralisation and variety' (Greaves and
Lishmén, 1980: 5). Calling on classic liberal traditions, the individual
is seen as the starting point. The community is seen as the setting in
which each person develops their potential for self-direction and choice,
whilst also recognising their interdependence and responsibility to
others (Greaves and Lishman, 1980: 3). The theorists of community
politics stress that the welfare of communities is not their primary
political goal. Rather, their concern 1is with the experience of
community - with building 'techniques and habits of participation' among
individuals, and with stimulating ‘communities to take and use power'.
Within official political institutions, they argue for a more informal
approach, and for the primacy of the neighbourhood unit within a multi-
layered, federal system: ‘attitudes and priorities emerge from the full
range of smaller communities to govern larger and larger communities'

(Greaves and Lishman, 1980: 5).

For Liberal-controlled local authorities facing the challenge of how to
put ‘community politics' into practice, neighbourhood based
decentralisation offered a model. From 1983 Richmond introduced area
consultation forums, area housing management committees and mobile
council offices <(Gyford, 1986: 118). When the Liberal Party gained
control of Tower Hamlets in 1986 they put in place a radical form of

decentralisation: decision-making structures were decentralised alongside
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service outlets, and central departments and committees were for the
most part abolished in favour of area working. In accordance with the
'dual approach', decentralisation was seen as making formal political
institutions more democratic and accessible, whilst also supporting
community self-organisation. The main gains were seen as coming from
smallness of scale and localness of focus. Social Democrat Michael
Young (1981) argued that, 'bigness is the enemy of humanity’.
Decentralisation aims to break up big bureaucracies and to create a
'system which treats the individual with respect', and restores political
control over professionalised bureaucrats (Stoker, 1987: 9). At the same
time, neighbourhood based working recognises and harnesses community

identity and commitment.

Liberal approaches to decentralisation share some of the ‘'anti-state'
sentiment of the new right, seeing decentralisation as a stage towards a
reduced role for the state. This contrasts with the new urban left
vision of decentralisation which sees it as a means whereby the local
state can be restructured and revitalised. However, while the new right
aims to re-create the decentralism of the market inside the public
sector, the Liberals' concern 1is with the decentralism of self-
government. Both centre and new right approaches take the individual as
their philosophical starting point, stressing the importance of personal
development and choice - in contrast to the collectivist standpoint of
the NUL. However, while the new right links decentralisation to the
empowerment of self-interested consumers within market-style
interactions, the centre links decentralisation to the renewal of ties of

interdependence and shared responsibility among individuals, within the
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setting of their immediate community. Liberals see decentralisation in
the context of what Michael Meadowcroft refers to as: ‘the task of
raising the political consciousness of the people... It is only thus that
the latent compassion and neighbourliness can be realised' (cited in

Gyford, 1986: 116).

The link between decentralisation and locality is perhaps strongest in
the Liberal vision. As we have seen, the new right conception of
decentralisation stresses smallness of scale and market-style
relationships, while the NUL 1links decentralisation to a capacity to
respond to multiple social groups with different needs and interests. In
contrast, the Liberal view of decentralisation is based on the political
primacy of ‘'small, geographically coherent neighbourhoods' (Greaves and
Lishman, 1980: 6). For Liberals, community is linked to a ‘'sense of
place'. Within geographically defined communities, there is assumed to
be a relative homogeneity of interest. As we shall see later in this
thesis, the language of Liberal decentralisers 1is universalising,
referring to 'the people', 'the community' or ‘'the tenants'. This is in
contrast to new urban left concerns with the representation and access
of different groups, whether they be distinguished (and disadvantaged)

by income, ethnicity, gender, disability, and so on.

1.5 Summary

In this part of the chapter I have reviewed classic arguments for
decentralisation from liberal political theory: arguments associated with

efficiency, participation, community 1identity and pluralism. These
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arguments have traditionally been deployed in debates about
decentralisation from the national to the local level of government., I
have considered how such arguments were drawn upon in building a case
for sub-local authority decentralisation in the 1980s. I reviewed the
rationales for decentralisation put forward by thinkers of the new urban
left, the new right and the political centre. All three positions drew
upon classic arguments from political theory, displaying both

similarities and differences of emphasis:

(a) Efficiency All three positions prioritise efficiency considerations
In their attacks on the wastefulness and lack of responsiveness of large
bureaucracies. The new right gives particular attention to the benefits
of consumer choice, the centre to gains from ‘'down-sizing', and the new
urban left to the potential of generic working and alternatives to

traditional professional models.

(b) Participation All three positions link decentralisation to gains in
terms of participation. The new right prioritises the direct involvement
of service users in the management of their services; the new urban left
emphasises the value of consultation with a wide range of groups within
the community; and the centre sees decentralisation as a stepping stone

to self-help and self-organisation within communities.

(c) Community identity Arguments about community identity are
interpreted in different ways. The new right and the centre both take
the individual as their starting point. The new right argues for small

units of government that can cater for relatively homogeneous groups of
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individuals, in order to better match tax/service mixes to individuals'
preferences. The centre sees the community in geographical terms,
arguing that individuals have a greater sense of involvement in, and
responsibility for, government at the neighbourhood 1level. The new
urban' left stresses the heterogeneous nature of community, and sees
decentralisation as facilitating recognition of the needs of different

groups and improving minorities' access to services and decision-making.

(d> Pluralism All three positions are influenced by classic pluralist
arguments - that decentralisation prevents the concentration of political
power and the growth of unaccountable bureaucracies. The centre takes
these arguments to their logical conclusion, seeing the neighbourhood as
the basic unit of government within a multi-layered, federal system. 1In
contrast, the new urban left's concern with equality and redistribution
tempers its support for decentralisation. The new right - at least in
its practical manifestations - experiences a tension between values of
strong central government and a theoretical support for choice and

diversity at a local level.

In the next part of the chapter I look at a different approach to local
government decentralisation: accounts which see decentralisation as
symptomatic of broader changes in society, economy and polity. The
emphasis here is not on the values and priorities of different political
groupings, but on systemic changes which are reflected in local

government as in other areas.
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Part 2 - 'Total systems' accounts of local government decentralisation

The approaches to decentralisation reviewed in Part 1 of the chapter
reflect the tendency noted by Cochrane (1993: 81) to: 'discuss changes in
local government as if they were the product of more or less rational
policy debate'. The danger of such approaches is that ‘they tend to play
down or ignore the wider context within which the moves are taking
place' (Cochrane, 1993: 81). ‘Total systems' accounts seek to remedy this
deficiency, relating ‘innovations in local government to broader changes
in society, economy and polity. Such accounts see local government not
as 'a free floating institution but part of the wider British polity, set
within the framework of a changing political economy' (Cochrane, 1993:
92), Total systems accounts of local government decentralisation 1link
the phenomenon to a broad shift towards fragmentation and specialisation
in all areas of life. I start with a brief description of this shift in
social, political and economic terms. I then go on to review accounts
which have made an explicit 1link between local government

decentralisation and systemic changes.

2.1 A shift towards fragmentation and specialisation

In social terms, Gyford (1986: 109) points to trends, from the 1960s
onwards, leading away from ‘a rather quiescent and largely homogeneous
mass soclety towards one that 1is both more assertive and more
diversified'. In his research for the Widdicombe Committee, Gyford
(1986: 109) cites Young's characterisation of Britain as: 'a country of

distinct publics and diverse opinions... a great diversity of sub-
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cultures'. 'Mass society', where class is the main social cleavage, 1is

seen as giving way to:

a more heterogeneous and segmented social structure characterised
by a wide range of cross-cutting interests and subcultural
differences... Class loyalties are augmented by a diversity of
Interests and cultural 1identifications related to ethnicity,

neighbourhood, religious belief, gender, as well as occupation and
no occupation. (Butcher et al 1990: 144)

In political terms, such diversity is reflected in the rise of single-
issue groups and direct-action campaigns and in a generally more
assertive voicing of opinion. Calling into question the relevance of the
traditional two party model, local politics increasingly becomes about
‘brokering, facilitating, and arbitrating among contending interests and
values rather than.. summoning up some universal “general will"* (Butcher
et al 1990: 144). Gyford (1986: 107) notes that, from the mid-1960s:
British political culture with 1its traditional assumptions of
respect for, and trust in, public bodies and of deference towards
established authority was showing signs of embracing much more
questioning, sceptical and assertive attitudes. Consumers
increasingly asserted their rights against providers of goods and
services and new commissioners or ‘ombudsmen' were set up to

respond to public complaints over maladministration in local and
central government and the health service.

More recently, the Audit Commission has drawn upon this view of systemic

changes in political culture, arguing in 1988 that:
Things have changed... councils' customers are more demanding and
less grateful. They are also better informed, and better able to

articulate their demands. People no longer accept that the council
knows best. (cited in Stoker, 1989: 163)

In economic terms, total systems writers point to: 'moves towards

fragmentation and flexibility in the labour process and away from models
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based on mass production and mass consumption of relatively standardised
products...' (Cochrane, 1993: 82). Le Grand and Bartlett (1993: 9) note
that private companies ‘'that were previously vertically integrated and
tightly controlled from the centre (are) now increasingly contracting out
their operations and engaging in other forms of decentralisation'. The
development of similar trends in the public sector denote a shift away
from a post-war welfare state which:

defined and provided for needs on a mass scale, and which led to

vast, undifferentiated housing estates, big and anonymous hospitals,

vast schools, a welfare production line paralleling the organisation

of industry and its production of standardised products for a mass
market. (Lansley et al, 1989: 57)

This brief review has indicated key themes in thinking about systemic
change. Against this backcloth, there has emerged a literature linking
innovations in local government to broader transformations. The ‘motor’
of such transformations 1is conceptualised differently by different
writers. Broadly, accounts which stress the cultural dynamic behind the
changes refer to a shift from 'modernity' to 'post-modernity' (Lash and
Urry, 1987; Harvey, 1989a; Crook et al, 1992), while those which focus
upon economic and technological forces refer to a transition from
'Fordism' to ‘'post-Fordism' (discussed further below). In all cases,
however, the emphasis is on tracing inter—linked changes in different
spheres of life. For students of local government, the impact of such
approaches rests on their attempt to ‘cut across customary disciplinary,
theoretical and political allegilances' (Cochrane, 1993: 82). It is not
appropriate here to debate the generalities of what are contested and

complex positions. Rather, I review those accounts which have theorised
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the specific 1link between decentralisation in local government and

broader trends to fragmentation and specialisation.

2.2 Decentralisation and post-Fordist local government

Painter (1991), Geddes (1988), Murray (1988), Stoker (1989, 1990b) and
Hoggett (1987) have all developed analyses of local government
restructuring in the context of a transition to post-Fordism. Only
Hoggett makes decentralisation his focus of analysis, although Stoker
also offers clues as to 1its signficance. I will consider the work of
both these authors below. First, however, it 1is necessary to provide a
brief (and highly simplified) introduction to the concepts of Fordism and
post-Fordism, while recognising that different authors interpret these

key concepts in different ways (see Cochrane, 1993: 81-93).

Fordism and post-Fordism

Accounts are premised on the claim that, internationally, advanced
capitalist societies are in a period of transition, passing from a period
of Fordism to one of post-Fordism (see Aglietta, 1979; De Vroey, 1984;
Lipietz, 1987). The Fordist ‘regime of accumulation’ characterised the
post-war period up until the early 1970s. Fordism was characterised by
assembly-line mass production (where economies of scale and
standardisation of product are all important) and mass consumption. The
conditions for successful capital accumulation were maintained through

the operation of the Fordist ‘'mode of regulation’, which was
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characterised by the institutions of the universal welfare state and

extensive private credit and insurance arrangements.

From the early '70s, Fordism began to ‘run out of steam', largely due to
its own internal contradictions - the tendency to overproduction (and
falling rates of profit), alienation and productivity problems among
unskilled workers, and limits to the extension of mass production
techniques in the service sector. At the same time, a new regime of
accumulation - post-Fordism or neo-Fordism - began to emerge. Post-
Fordism is based on flexible production and segmented marketing. Price
becomes less important as a competitive strategy, as quality and
'niching' grow in significance, and scope replaces scale as an organising
principle 1in production. Mass consumption gives way to diverse
consumption patterns based upon differentiated and increasingly
polarised market segments. As the need to support mass consumption is
reduced, the role and functioning of the welfare state changes - it

becomes a last-resort option rather than a universal safety net.

The literature linking decentralisation to the emergence of a post-
Fordist local government takes two directions. The first direction links
decentralisation to the changing role of local government under post-
Fordism. The second direction links decentralisation to the adoption of

post-Fordist production methods within local government.
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Decentralisation and the changing role of local government

Under Fordism, the local state played an dimportant role in the
establishment of mass consumption, via direct welfare provision and the
regulation and planning of private capital's activities. As Stoker (1989:

150-1) notes, local authorities

provided key services such as housing and education directly. They

planned future provision and established future need. They
regulated the activities of citizens and businesses through land-
use and environmental legislation. As such, local authorities

helped to ensure an educated, housed and healthy workforce. At the
same time the social stability and security necessary to sustain
the norm of mass consumption was fostered.

Local government also ‘'took on some of the trappings of Fordist
organisational principles and culture' in its emphasis upon functionalism,
uniformity and hierarchy, although the applicability of such methods to
service provision was always limited by the varied and changing needs of
citizens (Stoker, 1989: 151). Nevertheless, Stoker (1989: 152) claims
that local authorities attempted to ‘copy' the private sector commitment
to 'scale, centralised planning, hierarchical control and the production
of a standardised product’. As Fordism begain to run out of steanm,
'local authorities were caught up in the Fordist crisis' (Stoker, 1989:
152). In the face of economic difficulties and a changing socio-cultural
environment,
Local authorities... began to face up to the challenges posed by...
Fordist rigidities. The centralised, hierarchical organisation and
the commitment to standard products... was criticised for {ts
remoteness and lack of responsiveness through the rise of a whole

range of community, user and single-issue pressure groups. (Stoker,
1989: 153-4)
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In response to these challenges, new urban left authorities experimented
with decentralised service delivery, aid to voluntary groups, and
speclalist women's and race units ‘'in an effort to provide a greater
degree of flexibility and diversity in their response to customers and
citizens' (Stoker, 1989: 154). New right authorities experimented with
contracting-out and slimming down the size and responsibilities of the
bureaucracy (through the vigorous sale of council homes, for example).
However, the main push for restructuring came from central government's
legislative programme. Stoker (1989: 158-9) sees these measures
(particularly the post-1987 reform programme) as the Thatcher
government's attempt to create a form of local government compatible
with a post-Fordist future for Britain - a form of local government
appropriate to flexible economic structures, a two-tier welfare system,

and an ‘enterprise culture'.

As I showed earlier in the chapter, legislation has sought to fragment
local government and limit its responsibilities. In contrast to its role
under Fordism, local government 1is less involved 1in direct service
provision or in the regulation of private sector activity. New roles for
private and voluntary sector providers have been opened up and the
public sector itself is restructured along market lines.
Decentralisation is pursued, as we saw earlier, in the name of policles

of 'competitive pluralism' and ‘radical consumerism' (Butcher et al, 1990:

146).

What 1s original about Stoker's analysis 1s that he 1links these

developments to & fundamental change 1in the rationale for local
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government - a change associated with the transition from Fordism to
post-Fordism. There 1s no longer a ‘need' for universal welfare
provision to support the norm of mass consumption. Rather, the emphasis
1s upon opening up new opportunities for the private sector in local
service delivery, while introducing choice and diversity within the
public sector - at the expense of universal welfare provision. Stoker
(1989: 164) argues that:
The whole process provides a stepping-stone toward a dual welfare
system in which those that can afford it or who have the necessary
skills acquire good-quality services in the private sector or 1in
the market place of the public sector. Those without the necessary

funds or skills are forced to rely on a basic no-frills state
system

Decentralisation and the changing Internal organisation of local

government

A strength of Stoker's (1989: 166) analysis is his insistence that the
dominant form of local government restructuring 1s far from inevitable.
He points to the obstacles that the changes face - crucially, local
political resistance and organisational inertia. He also points to the
existence of alternative strategies for restructuring local government
that show a compatibility with the transition from Fordism (see Stewart
and Stoker, 1988; Murray, 1987; Greater London Council, 1985). In
contrast, Hoggett sees a much tighter link between the local government
changes of the 1980s and the demands of post-Fordism. Specifically, he
sees local government as being transformed by a new ‘'techno-managerial
paradigm', of which decentralisation is a key part. While Stoker (1989:

159-60) refers to changes 1In the internal organisation of local
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government, Hoggett develops a more detailed analysis of technological

and managerial changes.

Hoggett (1987: 218) notes the significance of decentralisation in
corporate restructuring from the 1970s (particularly in the USA, Japan
and Italy) and asks whether decentralisation in local government reflects
these developments. He poses the question thus:
Is 1t possible that the waves now crashing around the once
tranquil civic offices of Birmingham and Islington are in some way
an expression of subterranean movements almost beyond the

conscious comprehension of the actors and factions involved?
(Hoggett, 1987: 218)

Hoggett (1987: 218) asserts that: ‘'decentralisation, rather than being a
passing fad, actually corresponds to a fundamental change in the
organisation of productive processes throughout all advanced capitalist
economies'. He sees this change as characterised by a new 'technological
style', combining new technology and new management approaches. The new
style is marked out by the advanced use of micro-electronics; more
flexibile, automated production; more delegation of 1inspection and
quality; flatter hierarchies and more participative management styles.
Hoggett (1987: 222) is quick to note that these developments facilitate
'new ways of controlling the labour process', noting that 'organisational

decentralisation can actually facilitate the concentration of power'.

Hoggett (1987: 223) highlights the link between the traditional
organisation and management of local government and Fordist approaches

in the private sector:

The welfare state has traditionally been concerned with the mass
production of a few standardised products. Economies of scale have
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been constantly emphasised. Flexibility of production has been
minimal. Production has in fact been organised on an ‘assembly
line principle’, with professional and semi-professional ‘people

processors' replacing the material processing lines of meachanised
factories.

Decentralisation strategies threaten the traditional model: they
constitute an ‘'attack upon the massivity and remoteness, inflexibility,
inefficiency and unresponsiveness of the welfare state' (Hoggett, 1987:
224).  Moreover, they reflect the impact of the new techno-managerial
paradigm on local government. Hoggett (1987: 225) points to the
importance of new technology in facilitating decentralisation programmes
(citing Walsall and Glasgow), and the adoption of the private sector
management techniques promoted 1in texts like In Search of Excellence
(Peters and Waterman, 1982), As 1n the private sector, such
developments may be compatible with increased managerial control over
front-line staff. In summary, Hoggett (1987: 255) argues that
decentralisation in local government is leading to:
new organisational and managerial forms strikingly reminiscent of
the newer ‘hi-tech' companies of the M4 corridor: leaner and flatter
managerial structures, decentralised ‘cost and innovation' centres
(le. district or neighbourhood offices with their own devolved
budgets, powers over recruitment, performance indicators etc.),
enlarged and more generic roles, team working, flexibility and

informality, responsive back-line support to front-line staff, and
S0 on.

Hoggett (1987: 218) sees decentralisation 1in local government as
symptomatic of broader systemic changes. In short, he argues that
decentralisation happens 1in local government because it 1is happening

elsewhere:

our own parochialism as observers of British local government
blinds us to the fact that the decentralist tide we have seen
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developing here over the past few years is no more than an echo of
much wider and deeper social disturbances.

Part 3 - Conclusion: the limitations of the literature

The 1literature review presented in this chapter has not been
comprehensive. Rather, it has focused on two dominant approaches to

Interpreting the trend to local government decentralisation: political

accounts and 'total systems' approaches.

In the first part of the chapter I reviewed classic arguments for
decentralisation from liberal political theory: arguments associated with
efficlency, participation, community identity and pluralism. I considered
how these arguments were drawn upon in building a case for sub-local
authority decentralisation in the 1980s. I reviewed the rationales for
decentralisation put forward by thinkers and practitioners of the new
urban left, the new right and the political centre. I pointed to both

similarities and differences in emphasis.

In the second part of the chapter I looked at attempts to 1link local
government decentralisation to a broad shift towards fragmentation and
specialisation in all areas of life: social, political and economic. Here
the emphasis was not wupon the programmes of particular political
parties, but on the impact of much wider transformations. I reviewed
Stoker's account of the changing role of local government under ‘post
Fordism', highlighting trends to fragmentation and specialisation. I

examined Hoggett's account of the changing internal organisation of local
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government, which focuses on decentralisation as a key element of a new

‘techno-managerial paradigm'.

I have not provided a critique of the internal coherence of the
arguments under review. Neither have I made a judgement as to how well
they reflect ‘real 1life' developments. My aim has been to map the
conceptual landscape against which I will develop my own approach to
understanding local government decentralisation. Rather than criticising
the existing 1literature on its own terms, I am concerned to draw
attention to the gaps it reveals in current understandings of local
government decentralisation. In my view, the value of the literature is
limited by its:

- lack of clarity;

- normative focus;

- restricted empirical analysis;

- lack of middle-range theorising.

I now consider each of these points in turn, aiming to establish an
agenda for the development of new approaches to understanding

decentralisation.

Lack of clarity

This problems relates to that highlighted in the last chapter - that is,
the bundling together of different phenomena under the ‘decentralisation’
label. This 1s particularly evident in ‘total systems' approaches. By
relating local government decentralisation to a broad shift from Fordism

to post-Fordism, there is a danger that: 'every piece of evidence for
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fragmentation and decentralization... is accepted at face value because it
fits into the model* (Cochrane, 1993: 91). There may, however, be very
different motivations behind different types of decentralisation - area-
based intiatives, market-based developments, managerial innovations, and
80 on. [Each may have its origins in different ideas and circumstances,

and each may have very different impacts on the stakeholders involved.

Taken together, ‘'political' accounts reveal similar problems, although
expressed in a different way. Each of the political accounts I reviewed
appropriates the term ‘decentralisation' to refer to its own, quite
different, innovations. Each 1invests decentralisation with its own
values and preoccupations, not engaging with the contrasting
interpretations of political rivals. For the new urban left, market-
based reforms are 'not decentralisation', while for the new right they

are its very essence.

My literature review thus points to the value of developing an approach
which specifies clearly its object of analysis, while recognising the

complexity and diversity of the decentralisation phenomenon.

A normative focus

Despite definitional ambiguities, what approaches to decentralisation
have in common is the assertion that it is a 'good thing'. As I noted in
the last chapter, decentralisation often appears to-be the policy-maker's
and political theorist's equivalent of ‘motherhood and apple pie'. As

Smith (1985: 24) notes: 'Decentralisation is too readily transformed into
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& value in its own right by romantic idealism. It is made an absolute
good'. This is a characteristic particularly of the ‘political' accounts
reviewed in Part 1. Total systems approaches are rarely agnostic on the
normative implications of shifts to decentralisation, but divide more
evenly’ into ‘'negative' and ‘'positive' camps. Political accounts of
decentralisation focus on the potential gains of decentralisation; the
benefits of decentralisation are frequently stated as a matter of

ideology and are rarely based on any analysis of decentralisation in

practice.

The literature review thus points to the value of developing an approach
which avoids a normative focus, analysing decentralisation in terms of

broader processes of institutional change in local government.

Limited empirical analysis

The literature is also characterised by limited empirical analysis of how
decentralisation works in practice. Political accounts concentrate on
the values and intentions behind decentralisation initiatives, while total
systems accounts operate at a higher level of abstraction, reflecting
their concern with broad transformations in economy, society and polity.
The 1literature includes ‘'case study' accounts but these tend to be
‘snapshots' of an initiative at a particular point in its development, or
brief overviews of different schemes. Theorising about decentralisation
tends not to be grounded in sustained empirical analysis. Stoker and
Young (1993: 103) note that: ‘much of the debate about area or

decentralised approaches 1s conducted in the absence of systematic
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evidence'. Gyford (1991a: 113) concludes that: 'the evidence so far is

piecemeal or anecdotal'.

The lack of sustained empirical analysis means that many arguments
about - decentralisation remain at the level of either grand theory or
conjecture. Such accounts leave unanalysed the day-to-day politics of
decentralisation - the changing power relations and shifting

perspectives of the different interests involved.

The literature review points to the value of developing an approach to
decentralisation that is grounded in empirical analysis. Such an
approach can go beyond describing intentions and examine the process of

decentralisation and its impact over time.

Lack of middle-range theorising

My review of dominant approaches to understanding decentralisation
reveals a bias towards macro-level theorising. Political accounts relate
decentralisation to broad themes in normative theory, and total systems
accounts link decentralisation to wider transformations in society and
economy. While the former arguments tend towards idealism, the latter
run the risk of determinism. Both political and total systems accounts
have little to say about how broad ideas or trends are translated into
action in local authorities. It remains unclear how decentralisation
schemes originate or what drives their development over time. More
'‘journalistic' accounts of decentralisation discuss the particular

strategies employed by different authorities, but rely heavily on
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individualist, personality-based explanations (see Seabrook, 1984, for

example),

My literature review thus reveals a lack of middle-level theorising on
the origins and practice of local government decentralisation. It points
to the value of developing an approach which looks at decentralisation
as a process of institutional change, directed by individuals but not
subject to their total control. Such an approach has the capacity to
link the micro and macro levels and avoid excessive voluntarism or

determinism.

In conclusion, the limitations of the existing literature point to the
value of developing an approach which:

- specifies clearly its object of analysis, while recognising the
complexity and diversity of the decentralisation phenomenon;

- avoids a normative focus, analysing decentralisation in terms of
broader processes of institutional change in local government;

-~ links micro and macro levels of analysis, avoiding excessive
voluntarism or determinism;

- grounds itself in an empirical analysis of decentralisation in

practice.

Thus my literature review provides an agenda for the development of new
approaches to local government decentralisation. In the chapters that

follow I seek to develop an approach which meets these criteria.
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CHAPTER 4 - UNDERSTANDING INSTITUTIONS AND INSTITUTIONAL CHANGE

Introduction

This thesis analyses decentralisation as a process of institutional
change, shaped by contextual factors but actively constructed by the
actors involved. By referring to institutional change, I am depicting
decentralisation as something more than organisational restructuring.
Changes 1in organisational form may occur within a given set of
institutional rules or norms; as will become clear, institutional change
implies a change in the norms themselves. The purpose of this chapter
is to review approaches to understanding institutions and institutional
change, and to develop a set of theoretical propositions to guide my

analysis of decentralisation in practice.

In Part 1 I establish a baseline definition of ‘institution'. I discuss
the renewed 1interest 1in institutions within political science,
organisation theory and economics, contrasting ‘old'’ and ‘new' approaches.
Taking an interdisciplinary approach, I present six theoretical
‘vignettes' in Part 2, each of which illuminates a different aspect of
institutional life. In Part 3 I discuss the key variables that emerge
from the literature review and put forward a set of propositions about

institutions and institutional change.
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Part 1 — Institutions and institutional analysis: an introduction

1.1 Defini_ng institutions

The dictionary defines ‘'institution' as ‘established law, custom or
practice'. In his Keywords, Williams (1983) notes that ‘institution'
dates from the fourteenth century when it referred to an act of origin
- something being instituted in the sense of being established, founded
or appointed. From the mid sixteenth century, institution came to refer
to practices established in certain ways, associated with 'manners, laws,
customs, and the art of government' (Williams, 1983: 168). The word
carried with 1t 'a stong sense of custom, as 1in... "one of the
institutions of the place"' (Williams, 1983: 168). From the mid
eighteenth century, ‘'institution' began to be used in the title of
specific organisations or types of organisation - ‘charitable
institution', 'mechanics institute', 'Royal Institute of British Architects',
and so on. ‘'Institute' has since been commonly used for professional,
educational or research organisations; ‘institution' for charitable and
benevolent organisations. In the mid nineteenth century, ‘the general
sense of a form of social organisation, specific or abstract was
confirmed' (Williams, 1983: 169). Williams (1883: 169) concludes his
review of the development of the term by noting that in the twentieth

century, institution ‘has become the normal term for any organised

element of a society'.

wWilliams' account alerts us to the slippery nature of the word

‘institution', which can refer both to the abstract concept of customs
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and to ‘concrete' organisations. Williams' review provides the main
elements of a baseline definition of institutions. These can be

summarised as follows:

(a) Institution is a middle-level (or ‘meso’) concept Institutions are
devised by individuals, but in turn constrain their action. They are
part of the broad social fabric, but also the medium through which day-
to-day decisions and actions are taken. Institutions shape human action,

imposing constraints whilst also providing opportunities.

(b) Institutions have formal and informal aspects Institutions involve
formal rules or laws, but also informal norms and customs. Unlike
formal institutions, informal institutions are not consciously designed
nor neatly specified, but form part of habitual action. Institutions may
be expressed in organisational form, but also relate to processes - the

way things are done.

(¢) Institutions have a legitimacy and show stability over time
Institutions have a legitimacy beyond the preferences of individual
actors. They are valued in themselves and not simply for their
immediate purposes and outputs. Institutions may gain their legitimacy

because of their relative stablity over time, or because of their link

with a ‘sense of place'.

These aspects resonate with the ‘common sense' use of the term, in which
institution refers, for example, to marriage, trial by jury, the National

Health Service, local democracy, the monarchy, rules of manners (like
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handshaking or forms of address), and so on. Institutions exist at
different levels of abstraction - from a legal contract or set of rules
to a vast ‘physical' bureaucracy. In all cases institutions are somehow
‘'more' than what they appear to be - they are 'special' procedures and
practices. They are inscribed with a value beyond their immediate,

practical purpose. Their value is embedded in the broader social

context.

These baseline elements appear in social scientific uses of the term,
although specific applications of the term stress different aspects. As
will become clear, accounts vary in the extent to which institutions are
seen as place-specific, historically-contingent, stable or ever—changing,
formal or informal. I look now at the renewed interest in institutional

analysis, drawing upon contributions from a range of disciplines.

1.2 Studying institutions: old and new approaches

DiMaggio and Powell (1991: 2) note that: 'The study of institutions is
experiencing a renaissance throughout the social sciences'. They note,
however, that: ‘'there are as many "new institutionalisms" as there are
social science disciplines' (DiMaggio and Powell, 1991: 1). This variety
makes it hard to pinpoint what characterises the new concern with
institutions. The new institutionalism is most often understood in
relation to its differences from 'old' institutional traditions and from
more recent behavioural (or non-institutional) approaches. As DiMaggio

and Powell (1991: 1) note:

Institutionalism purportedly represents a distinctive approach to
the study of social, economic and political phenomena; yet it 1is
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often easier to gain agreement about what it is not than about
what it is,

Below I provide a brief review of the emergence of a ‘'new
institutionalism' in three disciplines: political science, economics and

organisation theory. (I consider many of the key concepts in greater

depth in Part 2.)
Political science

In political science, the 'new institutionalism' is understood as a
reaction to the mid-twentieth century ‘'behavioural revolution'.
Behaviouralists saw political outcomes as the simple aggregation of
individual actions; institutions were viewed as '‘epiphenomenal, merely the
sum of individual properties' (DiMaggio and Powell, 1989: 2). For many
behaviouralists, institutions were ‘empty shells to be filled by
individual roles, statuses and values' (Shepsle, 1988: 133). The turn
away from insitutionalism in political science was emphasised further
with the 'rational choice revolution' which began in the 1960s and '70s
and continues today. Shepsle (1989: 133) notes that if behaviouralism
constituted a 'triumph of sociology and psychology' in political science,
rational choice represents the ‘'triumph of economics' Rather than
aggregating individual behaviours based on role, status and learned
responses, it aggregates 1individual choices based on preferences or
privately held values (making assumptions of maximising behaviour)
(Shepsle, 1989: 134). Despite their differences, behaviouralism and

rational cholce both constitute ‘'under—-socialised' accounts of human
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action: 'There is no glue holding the atoms together; there 1s no

society' (Shepsle, 1989: 134).

Such approaches emerged in contrast to earlier traditions within the
discipline. Shepsle (1989:132) notes that, prior to the behavioural
revolution, 'it is not too much of an exaggeration to say that the study
of institutions (together with the history of political thought) was
political science'. Of the 'new institutionalism', March and Olsen (1989:
20> note that: 'Cycles in ideas have brought us back to considerations
that typified earlier forms of theory'. There are, however, differences
between the old and the new. The 'old' institutionalism was largely a
descriptive tradition ‘focusing principally on cataloguing the minutiae
of political institutions', and producing 1little in the way of cumulative
theory (Shepsle, 1989: 133). March and Olsen (1989: 20) explain that
the new institutionalism is best described as ‘blending elements of an
old 1institutionalism into the noninstitutionalist style of recent
theories of politics'. The new institutionalism has emerged in reaction
to atomistic conceptions of political behaviour and asocial accounts of
the context in which behaviour occurs (DiMaggio and Powell, 1991: 5).
Political scientists (including many rational choice scholars) have
become interested in institutions as: ‘part of what embeds people in
social situations. They are the glue missing from the behaviouralist's

more atomistic account' (Shepsle, 1989: 134).

The new institutionalism is 1interested 1less 1in describing formal
structures and constitutions, and more in unearthing the deep structure

and ‘'rules of the game' which influence political behaviour. On (its
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'sociological' wing, the new institutionalism in political science
expresses a concern with the evolution of norm-governed behaviour in
political institutions, pointing to the way institutional elements ‘define
and defend values, norms, interests, identities and beliefs' (March and
Olsen, 1989: 17). On its ‘public choice' wing, it expresses a concern
with the way in which institutional factors influence actors' utilities

and preferred solutions to collective action problems (Shepsle, 19889:

124).

Economics

In 1986 a President of the Royal Economic Society argued in his
inaugural address that the study of institutions,
has become one of the liveliest areas in our discipline... A body of
thinking has developed based on two propositions: (1) institutions
do matter, (ii) the determinants of institutions are susceptible to

analysis by the tools of economic theory. (Matthews cited 1in
Shepsle, 1989: 131)

The proposition that ‘institutions matter' 1is a challenge to the
neoclassical approach in economics which has traditionally taken the
institutional context as given, fixed and exogenous (Shepsle, 1989: 131).
This tradition had been challenged in the early decades of the twentieth
century by the ‘old' institutional economists. Scholars like Veblen,
Myrdal, Commons and Coase criticised the neoclassical reliance on
theoretical and mathematical models which over-simplify economic life
and ignore the impact of the non-economic, institutional environment.
The institutional economists argued that political and social structures

could block and distort ‘normal' economic processes. They proposed an



_80_

interdisciplinary approach to economic problems, drawing on insights from

sociology, politics and law.

Interest in institutions reached a low point after the second world war,
reviving only in the 1960s (with the work of business historians like
Alfred Chandler) and 1970s (with the work of organisational economists
like Williamson, and economic historians 1ike North). The ‘'new'
institutionalism shares with the ‘old' the first of Matthews'
propositions: that institutions matter. However, it departs from the old
institutionalism on the basis of the second proposition. The old
institutionalists (with the exception of Coase) saw institutional
analysis as lying outside the mainstream equilibrium-oriented
neoclassical approach In contrast, the ‘'new institutional economics*
claims that ‘the missing institutional analysis can be built directly on
the basis of the principles of neoclassical economics' (Swedberg and
Granovetter, 1992: 13-14). While seeking to develop a 'microanalytical
approach to the study of economic organization', new institutional
economists also seek 'to integrate earlier work' in law, organisation
theory and economics (Williamson, 1985: 1). DiMaggio and Powell (1991:
3-4) provide a useful summary of the main argument:
The new institutional economics adds a healthy dose of realism to
the standard assumptions of microeconomic theory. Individuals
attempt to maximise their behaviour over stable and consistent
preference orderings, but they do so.. in the face of cognitive
limits, incomplete information, and difficulties in monitoring and
enforcing agreements. Institutions arise and persist when they
confer benefits greater than the transaction costs (that is, the

costs of negotiation, execution and enforcement) incurred in
creating them.
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Organisation theory

The new institutionalism in organisation theory takes a rather different
starting point. The new institutional economics sees institutions as
'the products of human design, the outcomes of purposive actions by
instrumentally oriented individuals'; while organisation theorists argue
that ‘while institutions are certainly the result of human activity, they
are not necessarily the products of conscious design' ((DiMaggio and
Powell, 1991: 8). Such an approach is rooted in long traditions in
organisation theory. Selznick (1957) proposed a distinction between
‘administration' and ‘institutionalization'. Whereas pure administration
is rational, means-oriented and guided by concerns of efficiency,
Institutionalisation is value-laden, adaptive and responsive (Perrow,
1987: 167). Institutions are valued for their own sakes and are
impregnated with the values of the community in which they exist.
Institutions are distinct from ‘ordinary' organisations. As Perrow (1987:
167) explains:

The process of institutionalization 1s the process of organic

growth, wherein the organization adapts to the strivings of
internal groups and the values of external society.

The new institutionalism in organisation theory dates from the late
1970s, with the work of Meyer and Rowan, DiMaggio and Powell, Zucker and
Scott. The old and new approaches have much in common. As DiMaggio
and Powell (1991: 12) explain:
Both old and new approaches share a skepticism towards rational
actor models of organization... Both emphasise the relations

between organizations and their environments, and both promise to
reveal aspects of reality that are inconsistent with organizations'
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formal accounts. [Each approach stresses the role of culture in
shaping organizational reality.

Both approaches are concerned with the way in which particular
organisational forms become 'legitimated', inscribed with cultural value
over énd above an instrumental concern with efficiency or even material
outcomes. They differ however in the locus of their attention. While
the old approach studied the way in which individual organisations
become ‘'institutionalised', the new approach locates the process of
institutionalisation in the wider environment. While Selznick and his
followers saw organisations as responding to the values and culture of
their local communities and internal members, the new institutionalists
argue that organisations adapt to ‘'institutional templates' or 'myths’

present in the wider organisational field.

Part 2 — New institutionalist approaches: six theoretical vignettes

2.1 Introduction

DiMaggio and Powell (1991: 3) argue that the wvarious ‘new
institutionalisms' are 'united by 1little more than a common skepticism
toward atomistic accounts of social processes and a common conviction
that institutional arrangements... matter'. So far we have set the scene
for what Jordan (1990: 477) describes as the recent ‘'explosion in the
use(s) of the term "institution"', situating this in the context of
earlier ‘cycles in ideas' (March and Olsen, 1989: 2). This chapter cannot

provide a comprehensive interdisciplinary study of the new
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institutionalism. Rather, drawing on contributions from different
disciplines, I present a series of theoretical 'vignettes' from the new
institutionalism. A vignette is an 'illustration not in definite border'
a 'character sketch' or a 'short description' (Concise Oxford Dictionary,
1982).. The term captures my aim here: each short account exposes a
particular aspect of institutional life; it is not a definitive statement
but a snapshot; and the borders of one vignette blur with those of
another. The vignettes pick up on the 'baseline' elements of a
definition of institution <(see 1.1), whilst also highlighting more
contested variables. I conclude the chapter with a consideration of key
variables. In Chapter 5 the vignettes will provide a 'tool box' of ideas

and concepts from which to build a model of institutional change.

The six vignettes are:

- the ‘mythic' institution;

- the ‘efficient' institution;

- the 'stable' institution;

- the ‘'manipulated’' institution;
- the 'disaggregated' institution;

- the 'appropriate’ institution.

1.2 The ‘mythic* institution

Institutionalisation has been seen as a process whereby ‘mythic' or
'symbolic' elements of organisations' environment are incorporated into
organisational structures, cultures and outputs OiMaggio and Powell,

1991: 64). Such elements are seen as ‘templates' which create 'lenses
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through which  actors viewed the world and the very categories of
structure, action and thought' (DiMaggio and Powell, 1991: 13). They
derive from professions, accreditation bodies, training and education
regimes, government programmes, legal frameworks, public opinion, and
prevalent ideologies. DiMaggio and Powell (1991: 28) refer to: 'taken for

granted beliefs and widely promulgated rules that serve as templates for

organising’.

In contrast to the contingency theorists of the 1960s who focused upon
the impact of technological developments and resource dependencies
(Burns and Stalker, 1961; Woodward 1965; Lawrence and Lorsch, 1967), new
institutionalists highlight the importance of ‘cultural frames... [which]
establish approved means and define desired outcomes' {iMaggio and
Powell, 1991: 28). According to Meyer and Rowan (1991: 41) the formal
structures of many organisations 'dramatically reflect the myths of their
institutional environments instead of the demands of their work
activities'. Compliance with cultural prerogatives may be independent of
‘the immediate efficacy of the acquired practices and procedures' (Meyer
and Rowan, 1991: 41)., In illustration of their claim, Meyer and Rowan
(1991: 51) note that:
modern accounting creates ceremonial production functions and maps
them on to economic production functions: organizations assign
externally defined worth to advertising departments, safety
departments, managers, econometricians, and occaslonally even

sociologists, whether or not these units contribute measurably to
the production of outputs.

The power of ‘'institutional environments' 1lies in their capacity to

confer legitimacy, which 1is linked to organisations' survival prospects.
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By adapting to cultural expectations, organisations are better able to

recruit etaff, gain funding from governments or credit from banks, build
alliances with other organisations, and market their products to
consumers.  As Meyer and Rowan (1991: 51) explain: ‘They demonstrate
socially the fitness of the organization'. The power of 'institutional
myths' 1s held to be such that, as they influence more and more
organisations, increasing homogenisation (or 'isomorphism') is evident
among populations of organisations (DiMaggio and Powell, 13891: 66).
Zucker (1991: 105) calls this the ‘contagion of legitimacy’. (These
approaches contrast with ‘old' institutional perspectives which focused
on organisational diversity rather than homogeneity [DiMaggio and Powell,
1991: 1410 Drawing on Weber's seminal work on bureaucratisation,
DiMaggio and Powell (1991: 63-4) claim that:

Today... structural change seems less and less driven by competition

or by the need for efficiency. Instead... bureaucratization and

other forms of organizational change occur as the result of

processes that make organizations more similar, without necessarily
making them more efficient.

Structures and procedures deriving from dominant ‘templates' within the
environment are institutionalised to the extent that they acquire a
rule-like or taken-for-granted status. They become naturalised and
unquestioned. As Zucker (1991: 83) explains:

For highly institutionalized activities, 1t 1is sufficient for one
person simply to tell another that this is how things are done.
Each 1individual 1is motivated to comply because otherwise his
activities and those of others in the system cannot be understood...
the fundamental process 1is one in which the moral becomes the
factual.
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Scott (1991: 181) underlines the contribution of models of the ‘'mythic

institution' thus:

institutional theorists have transformed our conceptions of the
salient environments of organizations; in particular, they have

emphasized the importance of symbolic - both cognitive and
normative - systems and structural features of organizational
environments.

The new institutionalists in organisation theory have, however, been
criticised for an over-emphasis on processes of 1institutional
reproduction. How can we account for the empirically-observed diversity
of organisational form if processes of isomophism are so strong? How
can we account for change in organisational structure and culture if
environmental 'templates' are so influential? How can we account for the
continued efficlency of much organisational activity if purposive
activity is subordinated to ritual and myth? Organisation theorists
themselves have sought to address these problems and many of the
original 'new institutionalists' have revised their position in the light
of such questions (see Powell and DiMaggio's [1991] edited collection).
A useful contribution 1s that of Clegg (1990), who seeks to marry an
‘institutional' and a ‘power' analysis in order to grasp diversity and
change within organisations. Clegg argues that organisational change
and diversity arises out of two factors: the importance of specifically

local factors in shaping institutional constraints, and the contested

nature of institutions.

On the first point, Clegg draws a distinction between the society-wide
regulative framework (deriving from legal, governmental and professional

institutions) and specifically local institutional pressures. The latter
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refers to the 'specificities of local practice' (Clegg, 1990: 163) or the
'locally available conceptions' (Clegg, 1990: 158) which provide the 'raw
material' upon which organisations feed. Local practice also constitutes
'‘a reservoir of potential resistance to the contingent pressures' (Clegg,
1890: 163) of the overall regulative framework. Clegg explains that:
‘local’ in the context indexes not so much the small,
inconsequential and the trivial as much as the close at hand, the
available and the particular of the main localities and arenas
within which action takes place. (Clegg, 1990: 14)
Action is never unbounded. It is framed within more or less tacit
understandings, as well as formal stipulations, which enable

different agencies to do not only different things but also the
same things differently in diverse contexts. (Clegg, 1990: 150-1)

Organisations vary because local contexts vary both in character and
also in the weight they bring to bear vis-a-vis more generalised
institutional constraints:
In one place institutional pressure is closely subsumed to the
local warp and weft of the cultural context; elsewhere it derives
less from local cultural practices and more from the regulative
aspects of the institutional framework as that is normally defined.
In either case, the outcomes tend rather to organizational

diversity than they do to a rationalized convergence on a
collective fate inside a common iron cage. (Clegg, 1990: 163)

If local factors produce institutional diversity, so too do power
relations. Clegg argues that there is not one common set of norms,
culture and values within an organisation. Environment-wide
institutional pressures will be interpreted in different ways, as will
the 1local ‘'reservoir' of institutional resources. Not only are
interpretations different, they are also struggled over. Organisations
are arenas within which individuals or groups struggle for power and

influence over others. The shaping - or control - of value systems,
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rules and operating procedures is a vital resource within such
struggles. Determining the 'mode of rationality' (Clegg, 1990: 7) within
an organisation is at least as important as controlling material
resources, such as budgets and buildings. In a similar vein, Knight

(1992: 126) argues that:

institutions are a by-product of strategic conflict over
substantive social outcomes... actors produce social institutions in
the process of seeking distributional advantage.

2.3 The ‘efficient' institution

Clegg's approach stresses institutional diversity and the relativity of
institutional norms. Institutions are located firmly in time and space.
In contrast, the ‘new institutional economics' explains institutional form
with reference to a universal economic logic. Institutions are
‘efficient' organisational frameworks, which arise to solve problems of

complex economic exchange.

This approach to institutions can best be illustrated with reference to
Williamson's (1975, 1985) work on ‘markets and heirarchies'. Williamson
asks under what conditions economic functions are performed within the
boundaries of a firm, rather than through market processes which cross
firm boundaries. Why 1is it that some functions are internalised within
firms (eg. through vertical integration) while others take place via the
‘spontaneous' coordination of the market? Williamson's (1985: 1) answer
is relatively simple - the institutional form observed 1s that which
deals most efficiently with the «cost of economic transactions.

Williamson (1985: 387-8) argues that:
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Transactions, which differ in their attributes, are assigned to
governance structures, which differ in their organizational costs

and competencies, so as to effect a discriminating (mainly
transaction cost economizing) match.

In illustration of his argument, Williamson (1985: 86) proposes that
transactions which are uncertain in outcome, recur frequently and
require ‘transaction specific investments' (e. time, money or energy
which cannot easily be transferred to other types of interaction) are
more likely to take place within firms. Association between transacting
agents 1s thus secured through hierarchical authority, rather than
through exchange 1in the open market. Transactions which are
straightforward, non-repetitive and require no transaction-specific
investments (such as a one-off purchase of standard equipment) will
remain outside the firm, taking place between different firms across a

market interface (Williamson, 1985: 79).

The first category of transactions is more likely to be characterised by
‘bounded rationality' in that it is difficult for actors to anticipate the
complex chain of contingencies involved in exchange (which would have to
be built into any contract). Opportunism is also more likely - the
possibility that the ‘other side' might pursue its interests by guile
and/or deceit (Williamson, 1985: 32). By internalising this type of
transaction, there is no need to anticipate and weight all contingencies,
and the possibility of opportunism 1is reduced through authority

relations and closer 1dentification between <(internal) transacting

partners.
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Williamson (1985: 1) explains that:

Contrary to earlier conceptions - where the economic institutions
of capitalism are explained with reference to class interests,
technology, and/or monopoly power - the transaction cost approach

maintaine that these institutions have the main purpose and effect
of economizing on transaction costs.

As Swedberg and Granovetter (1992: 14) note: ‘'the institution exists
because it is efficient’. Institutions are the result of rational choices
aimed at maximising utility. As Coase (1937: 404) put it much earlier:
‘The question always is, will it pay to bring an... exchange transaction
under the organising authority?'. Such approaches provide ‘a theory of
how transactions shift from market to hierarchical governance (or vice
versa) based wupon the wunderlying logic of the minimalization of

managerial costs' (Butler, 1991: 31).

The new institutional economics has been criticised as ahistorical and
over—abstract. Granovetter criticises Williamson's characterisation of
both market and hierarchy, arguing that each 1s institutionally
‘embedded' 1in prevailing social relations. First, he claims that ‘the
anonymous market of neoclassical models 1s virtually nonexistent 1in
economic life and that transactions of all kinds are rife with social
connections' (Granovetter, 1992: 65). Second, he argues that Williamson
'‘vastly overestimates the efficacy of hierarchical power within
organisations' (Granovetter, 1992: 68-39). Drawing on Polanyi's (1957)
contention that the economy is an ‘'instituted process', Granovetter
(1992: 72) concludes that:

even with complex transactions a high level of order can be found

in the ‘market' - that 1is, across firm boundaries - and a

correspondingly high level of disorder within the firm. Whether
these occur... depends on the nature of personal relations and
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networks of relations between and within firms. I claim that both
order and disorder, honesty and malfeasance have more to do with
structures of such relations than they do with organizational form.

Whitely (1992) argues that such relationships take distinct forms
depending on their spatial and historical context. In his cross-national
studies of business structure and practice, Whitely (1992: 124) observes
the existence of ‘'particular "recipes" for business success which are
effective in one context (but) are not necessarily valid across societies
or over historical periods'. ‘Business recipes' are ‘particular
arrangements of hierarchy-market relations which become
institutionalised and relatively successful in particular contexts'
(Whitely, 1992: 127). They determine the nature of firms, market
organisation, and relationships of authority and coordination both within
and between firms. Business recipes in Japan, the US and Britain, for
example, differ because of the distinctiveness of their context - the
nature of the state, the financial system, education and training, family
life, and other broad social and cultural patterns. Whitely (1992: 120)
contrasts his approach with the ‘culture free' perspective of the new
institutional economics, which ‘hypostatize a universal economic logic

which determines the choice of institutional systems'.

2.4 The 'stable' institution

North's (1990) analysis of institutions and institutional change contains
elements of both an ‘efficiency’ and a ‘mythic' <(or culture-based)
approach. He stresses stability rather than efficlency as the economic

rationale for institutions, and defines institutions as a mix of formal
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and 1informal constraints. North (1990: 3) adheres to neoclassical

premises, however, in as much as he sees institutions as incentive

structures impacting on individuals' utility-maximising behaviour:
Institutions are the rules of the game in a soclety, or more
formally, are the humanly devised constraints that shape human

interaction. In consequence they structure incentives in human
exchange, whether political, social or economic.

Like Williamson, North (1990: 25) sees institutions as arising to cope
with the problems of bounded rationality:
Institutions exist to reduce the uncertainties involved in human
interaction. These uncertainties arise as a consequence of both

the complexity of the problem to be solved and the problem solving
software... possessed by the individual.

North (1990: 118) sees institutions as one determinant of transaction
costs, thus influencing ‘'the profitability and feasibility of engaging in
economic activity'. However, he does not assume that institutions will
minimise such costs. North does not see institutions as guaranteeing
(or even maximising) efficiency. Rather, they reduce uncertainty by
providing ‘stability' and 'a harmonious environment' for transactions:

The major role of institutions 1in a society 1s to reduce

uncertainty by establishing a stable (but not necessarily efficient)
structure to human interaction. (North, 1990: 5-6)

As North (1990: 83-4) explains, ‘'stability may be a necessary condition
for complex human interaction, it 1s certainly not a sufficient
condition for efficiency". In fact, iInefficient institutions persist
because of their contribution to providing such harmony and because of
their deep and tenaclous roots in culture and tradition. North (1990:

36) sees Institutions as comprising informal constraints as well as
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formal rules:

In our daily interaction with others, whether within the family, in
exernal social relations, or in business activities, the governing
structure is overwhelmingly defined by codes of conduct, norms of
behaviour and conventions. Underlying these informal constraints

are formal rules, but these are seldom the obvious and immediate
source of choice in daily interactions.

Informal constraints derive from values, culture and tradition - they are
'rules that have never been consciously designed and that it is 1in
everyone's interest to keep' (Sugden cited in North, 1990: 41). The
institutionalisation' of such ‘'subjective' elements allows actors to
express their ideas and ideologies at 1little or no cost. Because they
have become part of expected behaviour, these subjective variables do
not jeopardise exchange relationships - despite their depairture from
‘rational' premises. The mix of formal and informal institutional rules

determines the 'opportunity set' that actors face in making choices.

Informal constraints are more tenacious than formal rules and form the
basles of enduring institutions. Because they are part of habitual
action, such norms change slowly, even in the face of radical changes in
formal rules. Legislation or institution-specific rules can be changed
overnight, but it takes much longer to effect a change in norms. It is
the relative stability of 'informal constraints' that makes institutions
such an important factor in economic life. As North (1990: 83) notes:
Change typically consists of marginal adjustments to the complex of
rules, norms, and enforcement that constitute the institutional

framework. The overall stability of an institutional framework
makes complex exchange possible across both time and space.
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Change in formal institutional rules occurs when 'it is in the interest
of those with sufficient bargaining strength' to make adjustments (North,
1990: 68). North argues, however, that there is often a time lag between
changes in formal rules and in informal norms; this leads to unresolved
tension between formal and informal constraints, producing institutional
instability. However, he does not explain how it is that norms change.
Culture remains something of a 'wild card'. North (1890: 37) links
informal constraints to ‘our heritage', 'socially transmitted information',
or ‘'culture transmitted between generations'. There 1is definitely
something ‘out there', impacting on institutions (and hence on economic
life), but the cultural, normative dimension remains essentially an
exogenous variable. This is in contrast to Clegg's (1990) approach which
sees institutional norms as being constructed out of specifically local
resources, and as the object of struggle between competing groups of
actors. North (1990: 140) implicity recognises the weakness in his
analysis, remarking that: 'we need to know more about culturally derived

forms of behaviour and how they interact with formal rules'.

The strength of North's approach is his stress on the historical
development of institutions. Unlike Williamson's account, institutions do
not exist out of place and out of time:

History matters. It matters not just because we can learn from
the past, but because the present and the future are connected to
the past by the continuity of a society's institutions. Today's and
tomorrow's choices are shaped by the past. And the past can only
be made intelligible as a story of institutional change. (North,
1990: vil)

Institutions... connect the past with the present and the future so
that history is 1largely an incremental story of institutional
evolution. (North, 1990: 133)
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North is critical of the approach of 'formal economics' to institutions,
arguing that ‘the traditional public choice literature is clearly not the
whole story... Informal constraints matter'. In the meantime, North
(1990: 133) concludes that the incorporation of institutional analysis

into economic history ‘allows us to tell a much better story that we

otherwise could'.

2.5 The ‘manipulated*' institution

I turn now to the public choice accounts of political - as opposed to
economic - institutions. Williamson and North see 1institutions
developing in economic 1life to ease problems of exchange, through
maximising efficiency and/or stability. Public choice analysis 1in
political science, in contrast, tends to view institutions as an obstacle
to effective political exchange. Political institutions are seen as
manipulated by self-serving bureaucrats and politicians, as degenerate

and hostile to the public interest.

Dunleavy (1991: 1) distinguishes between 'first principles' literature in
public choice and ‘institutional public choice'. The former focuses on
mathematical models and game theory approaches to political behaviour,
rather than on empirical applications. According to Dunleavy (1991: 1)
'The abstract conjunctures which are modelled are often so stripped
down, so uncomplicated, that in many cases it 1is hard to think of
analogous political examples'. Institutional public choice theory is more

concerned with 'messy empirical applications'. Dunleavy (1991: 2) argues
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that institutional public choice theory ‘'offers a coherent picture of

almost all aspects of the political process and government institutions'.

Institutional public choice theorists attempt to build models which take
into account the specific institutional constraints within political
organisations - structural features (the division and specialisation of
labour, leadership organisation, staffing arrangements, party groupings)
and procedures (rules of debate and amendment) (Shepsle, 1889: 135).
They endeavour to elaborate the specific details of the ‘game form'
within which individuals pursue maximising behaviour, taking into account
the identity of players and alternative modes of deliberation (Shepsle,
1989: 135). Ostrom (1986: 7) argues that institutional rules do not
‘produce behaviour' but directly affect 'the structure of a situation’ in

which actions are selected. Ostrom (1986: 5) highlights the importance

of rules which:

- create positions (member, convenor, chair);

- state how participants enter or leave positions;

-~ gtate which actions members in different positions are required,
permitted, or forbidden to take;

- state which outcome participants are required, permitted, or forbidden

to affect.

There is a wide and complex range of theorising within the tradition of
institutional public choice. Here I will contrast two approaches -
budget-maximising and bureau-shaping - both of which emphasise the
manipulated character of political institutions. Both approaches rest

upon an analogy with market behaviour. Politics 1s conceived as
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involving demand and supply side actors - voters, pressures groups,
political parties, public officials - all of whom act ‘rationally' in the
pursuit of their own self-interest. (My focus here is on supply-side
activities.) Self-interest rather than any conception of the ‘public
interest' guides political behaviour. Assumptions of utility-maximisation
on the part of political parties and bureaucrats lead to public choice
predictions of 'institutional entropy', which:

denotes a permanent, in-built tendency for any organization to run

down over time, degenerating from the pursuit of the individual,

private interests by those holding official positions. (Dunleavy and
O'Leary, 1987: 112-3)

The budget-maximising approach, associated particularly with Niskanen
(1871, 1973) argues that bureaucrats seek to maximise their status and
material well-being through seeking to increase the budgets under their
control (meanwhile politicians seek power and office through vote-
maximising). The budget-maximisation assumption has a ‘'common sense'
appeal; as Dunleavy comments (1991: 147): 'Many people experience
bureaucracies as expansionist organisations, constantly seeking to
increase their size, staffs, financing, or scope of operations'.
Bureaucrats are well placed to maximise budgets as they are in a strong
bargaining position vis-a-vis their ‘paymaster' or ‘sponsor organisation'
because they may be a monopoly provider of state goods and services,
and enjoy a monopoloy over information about these costs and functions.
Bureaucrats stand to maximise their personal utilities to the extent
that large budgets are associlated with: higher salaries, fringe benefits

and perks; improved promotion prospects; higher reputation and status;
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greater opportunities for patronage and influence; and the existence of

'slush funds' with which to deal with risk and unforeseen demands.

Budget maximisation, it is argued, leads to waste and 'over—supply' of
government goods and services. A ‘self-fulfilling' policy cycle fuels
budget expansion and, while new programmes are continually introduced,
existing activities are rarely terminated. Budget increments rather than
base budgets are reviewed. In the absence of a competitive market (and
the presence of deficit funding), there 1is no mode of ‘death' for
government bureaucracies. The 1institutions of public bureaucracies
distort ‘producers' incentives. According to prevailing ‘rules' (in
Ostrom's sense) it is 1in the interests of bureaucrats to maximise

budgets rather than maximise outputs, effectiveness or efficiency.

The bureau-shaping approach does not demur from the assumption that
bureaucrats are self-serving. It does, however, question the assumption
that bureaucrats have only a single utility-maximising course of action
open to them. Dunleavy criticises the traditional public choice position
that people's preferences are fixed exogenously. He argues that
preferences are, at least in part, 'formed within and conditioned by the
choice process being analysed' (Dunleavy, 1991: 152). Dunleavy (1990:
256) points out that bureaucracies have complex internal structures and
'‘confront significant choices between alternative (maximising)
strategies'. The different institutional constraints encountered by
personnel at different levels and in different areas of work will impact
upon their utility-maximising strategies. Their choice of strategy will,

in turn, shape those constraints in different ways - 1t cannot be
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assumed that all bureaucrats will budget maximise at all times, or that
political institutions will necessarily grow ever—larger and ever more

wasteful as some universal logic works itself out.

Dunleavy's critique 1is further bolstered by empirical observation.
According to the budget-maximising account, state growth should involve
increasing bureaucratic centralisation and a proliferation of large, line
bureaucracies. However, Dunleavy (1991: 247) shows that:
The more testable implications of the budget-maximizing accounts
linking growth to increasing centralization of government run
contrary to post-war trends. The institutional form of state

growth has been a decentralized network of agencies, not the
expansion of large, line bureaus...

Dunleavy argues senior bureaucrats are actually unlikely to chose
budget-maximisation as a utility-seeking strategy. He argues that
budget-maximising is wunlikely to maximise utilities. He bases this
proposal on the observation that budget increments are rarely
accompanied by pecuniary benefits to officials. Restrictive and
standardised salary structures mean that senior public service personnel
are much less likely than their private sector counterparts to receive
any personal reward for expanding the resource profile of their
department (Dunleavy, 1991: 201). Dunleavy argues that utilities are
more likely to be sought through ‘'bureau shaping'. Public sector
bureaucrats have strong preferences about the kind of work they do and
the kind of agency they work in, hence they are more likely to seek non-
pecuniary gains through the restructuring of their agencies and their
conditions of work than through budget-maximisation strategies.

Bureaucrats seek a 'reorganisation increment' rather than a ‘budget
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increment’. Dunleavy claims that bureaucrats will seek to maximise
positively valued aspects of their working conditions and to minimise

those that are valued negatively (see Table 4.1).

Dunleavy argues that senior bureaucrats prefer to work in smaller, less
‘hands—-on' agencies even though these command smaller budgets; he claims
that his prognosis fits well with current trends in institutional
restructuring (eg. the setting up of 'Next Steps' agencies in the civil
service). It 1s able to account for the cooperation of senior officials
with reforms that reduce their management of large budgets (something
that a budget-maximising account would find difficult to explain).
Dunleavy (1991: 248) argues that senior bureaucrats 'will accept and
promote these changes in order to facilitate reshaping of their bureaus
in line with their preferences', whilst also noting that ‘the transition
costs involved are likely to be displaced onto rank-and-file public

sector workers and onto clients and the broader community'.

The strengths of Dunleavy's account lie in its better fit with empirical
reality, and also in its recognition that different actors will experience
institutional constraints in different ways, standing to gain or lose
from institutional reorganisation. Hence Dunleavy introduces power
relations into his public choice analysis. He also situates his analysis
in a temporal context. Bureaucrats face a choice of utility-maximising
strategies and the outcome of these choices has to be empirically
observed - neither budget maximisation nor bureau shaping is a universal
law. In the current period, Dunleavy contends that bureau shaping is the

dominant maximising strategy for senior officials.



Table

POSITIVELY VALUED

Staff functions

* individually innovative work
* longer-time horizons

* broad scope of concerns

* developmental rhythm

# high level of managerial
discretion

# low level of public
visibility

Collegial atmosphere

¥ small-sized work unit

% restricted hierarchy and
predominance of elite personnel

% cooperative work patterns

# congenial personal relations

Central location

# proximate to the political
power centres

+ capital city location

# conferring high-status social

contacts

Source: Dunleavy (1991: 202)
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4.1 — Positive and negative values ascribable to bureaucrats

NEGATIVELY VALUED

Line functions

* routine work

# short-time horizons

# narrow scope of concerns
# repetitive rhythm

# low level of managerial
discretion

# high level of public
visibility

Corporate atmosphere

# large-sized work unit

# extended hierarchy and pre-
dominance of non-elite personnel
# work patterns characterised
by coercion and resistance

# conflictual personal relations

Peripheral location

% remote from political contacts

s provincial location
# remote from high status

contacts
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Dunleavy introduces specifically ‘cultural' variables in his listing of
‘positive’ and 'negative' values ascribable to senior bureaucrats - issues
of ‘atmosphere', social relationships, esteem and status. The conceptual
basis of the bureau shaping account rests upon these variables. If
Dunleavy wishes to argue that institutional restructuring relates to
bureaucrats' search to maximise these value-inscribed utilities, he must
show that these values are indeed held by, and pursued by, bureaucrats.
This is the weak point in Dunleavy's account. The only explanation that
Dunleavy (1991: 201) provides of his list (see Table 4.1) is as ‘'the most
common pro and anti values cited in the administrative sociology
literature, and which can plausibly be ascribed to self-regarding
bureacrats pursuing their own welfare'. (Remarkably, Dunleavy fails even

to provide references to this literature.)

Like North, Dunleavy adds depth to his rational actor account through a
recognition that institutional form is crucially influenced by cultural
and value imperatives. Also 1like North, Dunleavy treats culture and
values as an exogenous variable - they remain the wild card in the
public choice analysis of institutions. If one is not prepared to accept
Dunleavy's list as a 'given', any testing of the bureau shaping approach
would have to be preceded by an investigation into the values of
bureaucrats. Dunleavy may be correct to argue that bureaucrats maximise
utilities through bureau shaping, but the nature of the 'shape' they seek
is an open question deserving of research in its own right. It is not
just the choice of utility maximising strategy that varies in different

periods and contexts, it 1s also the values that underpin these
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strategies. This recognition implies a far greater revision of ‘'rational

actor' assumptions than Dunleavy intends.

2.6 The 'dlggggggted' institution
Y

The 'policy community' or 'policy network' approach is concerned with 'the
institutionalization of relations between governmental and non-
governmental actors' (Jordan, 1990: 470). Jordan (1990: 476) describes
the approach as 'new institutionalization', denoting a concern with new
arrangements for policy-making rather than a new 1look at old
institutions (which Jordan refers to pejoratively as ‘'renewed
institutionalism'). The concern is with actual institutional practices
rather than with formal organisational arrangements; more specifically,
institution 1s interpreted as ‘'an extra-constitutional policy-making
arrangement between ministries and clientelistic groups' (Jordan, 1990:
470). Network analysis paints a picture of institutions which are

informal, disaggregated, policy-specific and relatively stable over time.

Network theorists start from the empirical observation that ‘policy-
making very often took place in sectors and via negotiations between
departments and interest groups' (Jordan, 1990: 471). This arises out of
the structure of British government, in which central government
departments are relatively autonomous and where local authorities and
various quangos play important roles. It arises also out of the
important role played by interest groups in the formation of policy.
Interest groups are increasingly numerous due to the progressive

fragmentation of society. The network approach contends that policy is
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made not by a unified government machine, and that policy outcomes ‘have
little to do with formal political job descriptions and decisions by
elected politicians' (Jordan, 1990: 476). Rather, policy is made by an
assortment of actors (governmental and non-governmental) linked together
in more or less formal and coherent networks. Such networks are seen
as institutions in the sense that Huntington defined political
institutions as: ‘'stable, valued and recurring patterns of behaviour'
(cited in Jordan, 1990: 475). The network model attempts to grasp how,
in an environment of atomisation and fragmentation, relatively stable

institutional rules ‘persist.

Networks are characterised by their specific policy orientation. Policy-
making is segmented or sectorised: distinct networks cohere around
policy-making in specific ‘subject' areas - hence we can refer to an
education policy network, or a housing network, or a nuclear power
network. Policy networks sre seen as a source of stability in policy-
making: ‘policy networks exist to routinise relationships; they promote
continuity and stability' (Rhodes and Marsh, 1992a: 196). Not all policy
areas are characterised by the presence of effective networks: a
distinction is drawn between ‘the turbulent, changing and unstable policy

domain' and the institutionalised policy network (Jordan, 1990: 476).

Rhodes and Marsh (1992b: 23) note that networks have the following
characteristics: ‘a limited number of participants, frequent interaction,
continuity, value consensus, resource dependence, positive-sum power
games, and regulation of members'. Within these  baseline

characteristics, a great variety of relationships are possible within the
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network framework. (Rhodes and Marsh [1992a; 1992b] review various
approaches to classifying different types of policy network.) Pointing
to its breadth of scope, Rhodes and Marsh (1992b: 2) distinguish the
network approach from pluralist and corporatist models of interest
group/government relations. These models claim to offer a general model
of relationships -~ & claim which Rhodes and Marsh argue cannot be
supported by empirical investigation. Only in very few areas do
pluralist or corporatist relations exist in pure form. Due to its
policy-specific stance, the network model can encompass this variety: it
‘emphasizes the need to disaggregate policy analysis and stresses that
relationships between groups and government vary between policy areas'
(Rhodes and Marsh, 1992b: 4). Jordan (1990: 484) notes that the network
approach should not be 'marketed' as ‘'an all-purpose model', but should
aim to specify ‘'the conditions, where, when and how, such an

institutionalization takes place'.

How are relationships within a policy network ‘'institutionalised'?
Participants share common values <(what Vickers (1968] calls an
'‘appreciative system') which are reinforced by frequent interaction and
forms of regulation. Participants are dependent upon each other for
resources (information, funding, access to formal decision-making
mechanisms). In order to achieve their policy goals, participants need
to exchange resources within the context of the network. Membership and
direction may be regulated by a formal or informal leadership; this is
accepted in return for influence over government policy. In general
terms, competition is limited and interdependence within the network

produces ‘'positive-sum power games' - all participants are net
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beneficiaries. Networks are institutions ‘'devised for regulating and

formalizing bargaining relationships between groups and government'

(Jordan, 1990: 475).

Despite its focus on the disaggregated nature of governance and policy-
making, the network approach retains a central/national government bias.
Descriptions of networks generally assume that networks are somehow
‘pivoted' centrally. Richardson and Jordan, for instance, describe the
'‘policy-making map' as 'a series of vertical compartments of segments -
each segment inhabited by a different set of organised groups' (cited in
Rhodes and Marsh, 1992a: 201; my emphasis). Are all networks 'vertical’,
or might some be better described as ‘horizontal'? In stressing the
policy-specific character of networks, the literature has less to say
about their possible spatial specificity. Rhodes refers to 'territorial
networks' concerned with policy for Scotland, Wales or Northern Ireland,
but there is less attention to networks that develop around policy for
sub-national localities - a particular region, city, town or village. The
'urban regime' literature can make a useful contribution here, as it
examines the ‘interdependence of governmental and nongovernmental forces
in meeting economic and social challenges' in a particular locality
(Stoker, 1992: 4). Its focus on processes of cooperation and
coordination between diverse local actors resonates with the network

theory theme of the disaggregated policy-making institution.

The empirical bias of the literature means that it is little concerned
with the normative implications of the network phenomenon. Rhodes and

Marsh (1992a: 200), however, note that: ‘'normative questions do not
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disappear just because the literature on policy networks ignores them'.
They highlight questions of accountability and the relationship between
parliamentary and functional representation in their paraphrasing of

Lowi's celebrated critique of interest group politics:

policy networks destroy political responsibility by shutting out the
public; create privileged oligarchies; and are conservative in their
impact because, for example, the rules of the game and access
favour established interests. (Rhodes and Marsh, 1992a: 200)

Such normative questions are linked to the issue of institutional change.
The stress on the stability of policy networks belies the pluralist
vision of self-correcting group competition. But are policy networks as
stable as the literature implies? The case studies reported in Marsh
and Rhodes (1992b) highlight change within different networks. They
reveal how economic or market changes can destabilise policy networks,
as can technological developments, ideological shifts, and the outputs of
other networks (including oppositional ones). Environmental changes are
not the only source of instability, policy networks themselves are part
of the process of change. As Rhodes and Marsh (1992a: 195) point out:
'‘Actors in the network shape and construct their "world", choosing
whether or not, and how, to respond'. As Majone (1889: 96) notes:

policy actors are not artificially separated from the process that

sets constraints on their behavior. The same people pursue their

goals within the given institutional framework and attempt to
modify that framework in their favor.

Majone (1988: 97) argues that it may be 'rational' for policy actors to
use indirect methods to influence policy outcomes:

Instead of dispersing resources in trying to secure favorable
results pilecemeal... it is often more efficient and politically wiser
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to use those resources to influence the institutional mechanisms
that will produce future streams of valued outcomes.

Rhodes and Marsh (1992a: 196) explain that: ‘Consenus within networks is
the product not of one-off negotiations but of a continuing process of
re-negotiation which can be characterised as coalition building'. The
theme of coalition building allows us to introduce power relationships
more explicitly into network analysis and to build a clearer picture of
how institutional change occurs. Sabatier (1988: 148) argues that
‘advocacy coalitions' develop within ‘policy subsystems' (networks),
motivated by a desire to translate a common ‘belief system' into policy
outcomes. Several competing coalitions may exist within any policy
network. Not all participants in a network belong to a a particular
advocacy coalition; some actors play the role of ‘policy brokers’,
attempting to reduce conflict and achieve ‘'reasonable' solutions

(Sabatier, 1988: 133).

For Sabatier (1988: 133), a bellef system refers to policy actors' value
priorities and causal assumptions about how to realise them. ‘Core'
beliefs are quite resistant to change; 'secondary aspects', which refer to
implementation strategies, are more susceptible. Policy actors may
engage in a variety of institution-changing behaviours in pursuit of
substantive policy goals. In the course of policy-making, relationships
between network participants may be re-negotiated and institutional
norms revised. The source of institutional change is to be found in the
interaction between belief systems and environmental factors. Belief

systems determine the direction in which an advocacy coalition seeks to
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move policy, but its ability to achieve policy change 1is dependent upon
the availability of resources (Sabatier, 1988: 143). External, systemic
events affect the resources available to different coalitions (finance,
personnel, legislation) and ultimately determine whether or not policy

outcomes are realised.

Sabatier's contribution provides a useful complement to the networks
approach. He explains how policy sub-systems or networks are internally
differentiated, how goals and means are contested within networks, and
how institutional change arises out of the strategic action of advocacy
coalitions within a changing environment. Like Clegg, Sabatier (1988:
143) marries an institutional and a power approach:

this framework acknowledges one of the central features of

institutional models - namely, that rules create authority (power)

- but views these rules as the product of competition among
advocacy coalitions.

2.7 The ‘appropriate' institution

March and Olsen (1989: 16) claim that institutional factors 'provide

order and influence change in politics'. They explain that:
Without denying the importance of both the social context of
politics and the motives of individual actors, the new

institutionalism insists upon a more autonomous role for political
institutions. (March and Olsen, 1984: 738)

March and Olsen (1989: 16) argue for attention to be paid to the ‘part
played by political structures in creating and sustaining islands of
imperfect and temporary organisation in potentially incohate political

worlds’. The rules and procedures of institutional 1life ‘increase
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capability by reducing comprehensiveness' (March and Olsen, 1989: 17);
they 'simplify' political life by ensuring that 'some things are taken as
given in deciding other things'. Attention is focused on some things and
taken away from others; some potential participants, issues, viewpoints,
or values are ignored or suppressed while others occupy centre-stage.
Institutions are 1like filter beds, allowing some things through but
filtering others out. The filtering process occurs through the operation
of ‘rules' and the construction of 'meanings' within political

institutions. March and Olsen (1989: 17) argue that procedures and

structures 'defend values, norms, interests, identities, and beliefs'.

March and Olsen (1989: 159) argue that: 'political actors are driven by
institutional duties and roles as well as, or instead of, by calculated
self-interest’. They claim that 'political life is ordered by rules and
organisational forms that transcend individuals and buffer or transform
social forces' (March and Olsen, 1989: 160). Institutions are
characterised as a ‘'logic of appropriateness'. March and Olsen (1989:
38) claim that 'a calculus of identity and appropriateness' is more
important to actors than a ‘calculus of political costs and benefits'.
Rules are sustained by ‘'trust', which refers to 'a confidence that
appropriate behaviour can be expected most of the time': both rules and
trust are 'based on a conception of appropriateness more than a
calculation of reciprocity' (March and Olsen, 1989: 38). Such a view can
be contrasted with public choice approaches which emphasise a ‘logic of
consequentiality’, whereby actors make anticipatory choices designed to
maximise their values and interests. March and Olsen (1989: 24) claim

that the logic of consequentiality 1is a culturally-determined
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Justification for action, rather than an effective reasoning strategy.
The ‘appropriate' 1institution presents a stark contrast to the

'manipulated' institution.

In referring to 'rules' March and Olsen are not implying that actors
blindly and irrationally follow instructions. Rather they are referring
to a process similar to legal reasoning whereby established rules or
precedents are related to new situations through applying criteria of
similarity or difference (see White, 1991: 138-140). Reasoning proceeds
by analogy and metaphor, mediated by the language in which participants
are able to talk about a situation. The anticipated consequences of
courses of action are, of course, taken into account but situations are
assigned to rules through a comparison of cases. Hence, consistency in
action is maintained ‘'through a creation of typologies of similarity,
rather than through a derivation of action from stable interests or
wants' (March and Olsen, 1989: 26). March and Olsen (1984: 739) argue
that:

preferences and meanings develop in politics, as in the rest of

life, through a combination of education, indoctrination, and
experience. They are neither stable nor exogenous.

Rules produce variation and deviation as well as conformity and
standardisation. This is because there are always areas of ambiguity in
the interpretation and application of rules. Rules and routines are
shaped by changing experience - 'routines come to encode the novelties
they encounter into new routines' (March and Olsen, 1989: 34). Rules
reflect and embody historical experience, making accessible the lessons

of past experience to individuals who have not themselves lived through
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that experience. At the same time, institutional rules are never fully

‘closed' or complete; they are dynamic in the context of a changing

environment.

At its most dramatic institutional change replaces 'one definition of
appropriateness with another' (March and Olsen, 13989: 167). If one
filter is replaced by another, attention becomes focused upon a new
range of 1ssues, actors and possibilities. As March and Olsen (1989: 51)
put 1it: 'New institutionsl arrangements stimulate interest in new
dimensions of description and redefine decision alternatives'. March and
Olsen (1989: 59) argue that institutions generally change 1in an
incremental way through responding to environmental signals. However,
‘Major structural changes in institutions are made in hopes [sicl that
such changes will destabilise political arrangements and force a
permanent realignment of the existing system' (March and Olsen, 1989:

64).

March and Olsen (1989: 65-66) note that it 1is easier to produce such
shocks than to control the combination of institutions and practices that
emerge. Institutional change is difficult to implement and control;
formal changes may be resisted or corrupted; goals may even change in
the process of introducing deliberate innovations. March and Olsen
(1989: 65) believe that: 'institutional change rarely satisfies the prior
intentions of those who initiate it'. Once initiated, administrative
reorganisations 'become an arena for debating a wide range of current
concerns and ancient philosophies' (March and Olsen, 1983: 82). Applying

the 'garbage can model' of decision-making, March and Olsen (1989: 82)
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argue that a range of different 'problems' becomes 1linked to the

‘solution' of institutional change:
Since there are few established rules of relevance and access,
reorganizations tend to become collections of solutions looking for
problems, ideologies looking for soapboxes, and people looking for
Jobs, reputations or entertainment. The linkages among these

concerns seem to be testimony more to their simultaneity than to
their content, and administrative reform becomes associated with

issues, symbols and projects that sometimes seem remote from the
initial impetus behind the effort.

If intentional institutional change 1is such a hit and miss affair, what
is the significance of attempts at deliberate institutional reform? Such
reforms are important in their own right because ‘the effectiveness of
political systems depends to an substantial extent on the effectiveness
of administrative institutions, and the design and control of
bureaucratic structures 1is a central concern of any polity' (March and
Olsen, 1983: 69). However, the overriding significance of institutional
reform lies in the fact that 1t expresses social values (and reveals
struggles over those values) that are generally hidden below the surface
in political institutions. This argument operates at two levels. First,
reorganisation 1is important in that it symbolises 'the possibility of
meaningful action' in a general sense: this 1s achieved through
‘statements of intent, an assurance of proper values, and a willingness
to try' (March and Olsen, 1989: 90). Second, reorganisation is important
in that it involves an opportunity for 'the discovery, clarification, and
elaboration' of specific meanings or value systems. March and Olsen
(1989: 91) readily embrace the normative dimension of institutional
change - institutional reform is:

part of the process by which a society develops an understanding
of what constitutes a good society, without necessarily being able
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to achieve 1it, and how alternative institutions may be imagined to
contribute to such a world.

Critics have found March and Olsen's approach to be overly abstract, even
arcane. Jordan criticises the approach as ‘'ambiguous and preliminary’
and questions whether it can be operationalised for empirical work. He
implies that its conclusions are derivative and unhelpful: 'we have
already had the good advice. The professional reaction in the past to
advice on complexity and ambiguity was to welcome it and ignore {it'
(Jordan, 1990: 183-4). Another line of criticism concerns the lack of
attention to power relationships and to conflict over institutional
rules. There is an assumption that actors have equal power to influence
rules and receive equal gains from institutional arrangements. The
implicaton of consensus makes the motivation of those who seek
institutional change hard to fathom. Knight (1992: 211) claims that:
Norm-based explanations can show how social actors maintain social
rules, but they cannot offer an adequate micro-level explanation of
emergence and change. They generally fall back on functionalist

reasoning, explaining the emergence of norms in terms of the
inevitable evolution of necessary rules.

March and Olsen's approach can usefully be strengthened by reference to
the work of authors 1like Clegg, Sabatier and Majone, all of whom
emphasise the importance of norms of behaviour in understanding
institutional continuity, while arguing that different groups of actors

seek to generalise different sets of norms 1in pursuit of their own

interests.
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Part 3 - Key variasbles in institutional analysis

3.1 Introduction

In Part 1 of this chapter I presented a baseline definition of
institutions. I proposed that institution is a meso-level concept; that
Institutions can be more or less formal; and that institutions are
relatively stable over time. The six theoretical vignettes, drawn from a
range of disciplines, developed these baseline elements in different
ways. At the same time the six vignettes differed in their treatment of
institutions in important respects. In concluding the chapter I focus
upon three key variables:

- a concern with formal vis—-a-vis informal institutions;

- a stress on stability vis-a-vis dynamism in institutions;

- a stress on the significance of strategic (or ‘'rational') action vis-a-

vis norm-governed behaviour in understanding institutional development

and change.

I now review each variable in turn with the aim of producing a series of

propositions about institutions and institutional change.

3.2 Formal/informal

All the authors reviewed above have moved away from the ‘old’
{nstitutional tradition that collapsed together the concepts of
‘organisation' and ‘institution'. The new institutionalists understand

{nstitutions as a set of rules rather than as bricks-and-mortar
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organisations. As in a game of football, the effective ‘rules of the
game' are both formal (the number of players in a team, the way that
goals are scored) and informal (the relationships, conduct and spirit of
players, officials and fans). All actors involved are aware when either

type of rule is breached, and can describe the way that rules have

changed over time.

The six vignettes vary according to the stress they lay upon formal or
informal institutions. Proponents of the ‘efficient' and ‘manipulated'
institution tend to stress formal institutional arrangements (contracts,
administrative hierarchies, legislative and decision-making procedures,
budget mechanisms and bureau types). Proponents of the ‘disaggregated'
institution focus upon relationships rather than formal procedures, but
note that these may be more or less formalised (from professional
associations to personal communication channels). Proponents of the
‘appropriate' institution focus on informal institutional rules - norms
and duties - inside individual organisations. The ‘'mythic' institution
draws attention to the role of institutional ‘templates' in the wider
environment - these embody informal, cultural elements as well as more
formalised procedural elements. In theorising the ‘stable' institution,
North sets out to study the interaction between formal and informal
institutional constraints. A concern with informal institutional rules is
often associated with a stress upon the specificity of institutions in
time and space (as in the work of Clegg and North). This concern with
what Granovetter refers to as ‘'embeddedness' contrasts with the

universalist claims of proponents of the 'efficient' institutions.
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Knight (1992: 17) reminds us that institutional rules guide and constrain
action by providing information on the probable future behaviour of
others and on the nature of sanctions for non-compliance. Such rules
may be formal of informal. Formal rules are consciously designed and
clearly specified - as in the case of written constitutions, contractual
agreements, property rights, the terms of reference and standing orders
of committees, and so on. Informal rules are not consciously designed
or specified in writing - they are the routines, customs, traditions and
conventions that are part of habitual action (North, 1990: 83). Informal
institutional rules are, however, distinct from ‘rules of thumb' in that
they are recognised and shared by members of a community or society -

they are not simply personal habits or preferences.

I believe that the study of both formal and informal rules, and 1in
particular their interaction, 1s essential to an understanding of
institutions and institutional change. Thus my first proposition 1is
that:

Institutions comprise a set of formal and informal rules which structure
social action and are shared within a particular organisation or

community.

3.3 Stable/dynamic

Stability is a defining feature of institutions. Huntington defined
institutions as ‘'stable, valued and recurring patterns of behaviour'
(cited in Jordan, 1990: 475). Institutions stabilise expectations and

structure social, economic and political life. However, the six vignettes
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give different emphasis to the relative stability of institutions; they

also conceptualise in a variety of ways the nature and source of

institutional change.

In his depiction of the ‘'stable' institution, North emphasises continuity,
while seeing a potent source of change in the interplay of formal and
informal rules. Proponents of the ‘mythic' institution also focus on
continuity, noting the tendency of dominant institutions to reproduce
themselves through what Zucker calls the ‘contagion of legitimacy".
Proponents of the ‘'efficient' and ‘'manipulated' institutions argue that
existing institutional arrangements will persist only as long as they
serve the interests of utility-seeking rational actors. In contrast,
March and Olsen emphasise that ‘'appropriate' institutional arrangements
are never ‘'closed' or ‘complete', but always ambiguous and in flux. The
stability of the ‘disaggregated' institution is depicted as depending
upon a continuing process of renegotiation and coalition building. As
the interests of coalition partners change (in the context of a changing
environment), relationships may become destabilised. Clegg and Sabatier
pursue a similar theme in depicting the power of competing ‘modes of
rationality' or ‘'belief systems' to shape and re-shape institutional

arrangements.

‘New institutional' perspectives highlight that institutions are not
things but processes. Institutional rules have to be sustained over
time. An ongoing process of institutionalisation creates stability; what
drives that process 1s a matter of debate. The vignettes variously

attribute it to a search for legitimacy, a synergy between formal and
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informal rules, a process of utility-maximisation, a sense of
appropriateness, an interdependence between actors, and so on,
Institutions change when such processes are either interrupted suddenly,
or evolve to the extent that they produce quite different rules. Rules
may be de-institutionalised because they no longer confer legitimacy, or
cease to 'fit' with a changing environment. Alternatively, an
institutional framework may collapse because rules no longer serve the
interests of dominant actors - 1in the context of changing interests

and/or shifting power relations between actors.

I believe that an institutional ‘'lifecycle' emerges whereby rules and
norms develop, become recognised and adhered to, and then fall into
disuse, to be replaced by new arrangements. This leads me to my second
proposition, that:

Change and stability are stages in an institutional lifecycle.

3.4 Strategic action/norm—governed behaviour

Amongst the vignettes there 1s a contrast between perspectives on
institutional 1life which emphasise strategic action, and those which
stress norm-governed behaviour. The former position assumes that
individuals act intentionally, with the aim of maximising their utilities.
Institutions arise out of strategic action aimed at solving collective
action problems (ile. maximising gains from cooperation). In economic
life, it 1s assumed that the resultant institutions are ‘efficient’,
securing benefits for all. In political 1life, the absence of a

competitive market means that 1t is possible for institutions to be
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'manipulated* by self-serving ‘producers' (bureaucrats and politicians),
while the interests of ‘consumers' (the public) suffer. In both
scenarios, changing external conditions, or the promise of new, more

profitable institutional arrangements are likely to provoke change.

While rational choice theorists assume that individual interests are
prior to institutions, other perspectives see interests as shaped by
institutions (Lane, 1993: 189). The ‘'mythic' institution sees
institutional templates within the wider environment as influencing
actors' choices regarding organisational form and practice. In their
scenario of the ‘appropriate' institution, March and Olsen argue that
individuals' action is norm-driven, following a ‘'logic of appropriateness'
rather than a ‘'logic of consequentiality’. Action is influenced by a
sense of duty and obligation, rather than by anticipation of the
consequences of action. Institutional change involves the replacement of
one logic of appropriateness with another - either through an

incremental process or intentional ‘reform' of dominant rules.

An emphasis on norms and duties implies consensus and continuity, and
makes it hard to understand the sources of institutional change (Knight,
1992: 211). An emphasis on rational action implies a selfish free-for-
all and makes it hard to understand institutional stability and
‘robustness' (Shepsle, 1989: 134). My conclusion is that both rational
action and norm-driven behaviour play important roles in the
institutional lifecyle, and that both conflict and continuity are central
to institutional life. Some of the authors reviewed in the last chapter

develop approaches which recognise the significance of both strategic



-121~-

action and norm-governed behaviour. Sabatier shows how opposing
‘advocacy coalitions' take strategic action in the pursuit of different
beliefs. Clegg shows how different groups compete to generalise their
‘mode of rationality'. Majone explains that actors seek to modify
institutional frameworks in their favour at the same time as pursing

immediate goals within given sets of norms.

I believe that neither adherence to norms nor the pursuit of selfish
ends can explain all the stages of the institutional lifecycle. This
gives rise to my third proposition, that:

Strategic action plays an important role in driving institutional change,
while norm-driven behaviour is a key force in sustaining institutional

rules over time.

Conclusion

In this chapter I have reviewed arguments from within the panoply of
‘new institutionalisms'. Taking an inter—-disciplinary approach, the
discussion was organised around six ‘vignettes', each of which exposed a
different aspect of institutional life. I identified three key variables
in the treatment of institutions and institutional change: the
signficance of formal vis-a-vis informal institutional rules; the
significance of 1institutional stability vis-a-vis dynamism; and the
significance of strategic action vis-a-vis norm-governed behaviour.
From this discussion I put forward three propositions:

- Institutions comprise a set of formal and informal rules which

structure social action and are shared within a particular organisation
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or community.

- Change and stability are stages in an institutional lifecycle.
- Strategic action plays an important role in driving institutional
change, while norm-driven behaviour 1is a key force in sustaining

institutional rules over time.

In the next chapter I seek to operationalise these propositions by
developing a framework with which to analyse institutional change in
practice. The theqretical vignettes serve as a ‘'tool box' of concepts
and ideas in building the model. Subsequent chapters will analyse local

government decentralisation within this framework.
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CHAPTER 5 — A FRAMEWORK AND METHODOLOGY FOR CASE STUDY ANALYSIS

Introduction

In this chapter I develop a framework and methodology for analysing
local government decentralisation as a process of institutional change.
In Part 1 I outline a conceptual framework based upon the propositions
developed in the last chapter. I seek to operationalise key concepts
drawn from the literature review in Chapter 4. In Part 2 I outline my
'‘action research' methodology. In Part 3 1 introduce the case study of

decentralisation in the London Borough of Tower Hamlets.

Part 1 — A framework for analysing institutional change

1.1 An institutional lifecycle

My literature review led me to propose that change and stability are
both part of institutional life. This proposition can be operationalised
through a framework based on the idea of an institutional lifecycle.
The framework identifies different stages in the development of
institutlons, and the forces which drive change. The 1institutional

lifecycle is portrayed in Figure 5.1.
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Figure 5.1 - An institutional lifecycle

CREATION
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RECOGNITION

MAINTENANCE
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In practical terms, what is involved in the different stages of the

lifecycle?

Creation refers to the conceptualisation or initiation of new
institutional rules. The creation of new rules involves debate and
deliberation, 1identifying and reflecting on existing practice, and
investigating alternative ways of doing things <(perhaps learning from
other communities or organisations). New rules are likely to reflect the
values, beliefs and preferences of those who design them. New rules may
be championed by a coalition of actors, often in conflict with opposing
coalitions. New rules may be encapsulated in some statement of intent
or ‘vision'. For political institutions, this might take the form of a
constitution, a party manifesto, a government white paper, a ‘'mission

statement', or a structure plan.

Recognition refers to the process by which knowledge of new rules
becomes shared among members of a community or organisation. This
involves informing people about new rules - ‘selling' the underlying
ideas to relevant actors and explaining what new rules involve, what
they imply for action (what will be permissable, forbidden or possible
under the new arrangements). It involves actors coming to understand
what is to be expected of them and how new practice will differ from
old. For political institutions, recognition might proceed through pilot
or demonstration projects, ‘task forces' to work up 1deas for
implementation, public hearings or consultations, workplace meetings,

newsletters, campaigning and lobbying activities, or party political

broadcasts.
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Maintenance refers to processes whereby new rules are put in place and
sustained over time. Incentive structures <(eg. job gradings, bonuses,
promotion routes) will need to be altered to ensure that compliance with
new rules 1is rewarded. To be effective, institutional rules must provide
reliable information on others' likely future behaviour and on likely
sanctions for non-compliance. Rules need to be continually
institutionalised, otherwise they may fall into disrespect and disuse.
Rules are unlikely to provide a complete and unambiguous guide to action
in all circumstances (particularly as environments change), so
maintenance involves the renegotiation and adaption of rules over time.
The maintenance of institutional rules involves periodic reviews of the
'‘way things are done', identifying and dealing with conflict or confusion
in rule interpretation among actors, and analysing the 'fit' between
rules and changing environments. For political institutions, maintenance
might involve scrutiny and review activities, on-going training and
culture-building, public opinion surveys, performance monitoring and
appraisal, and environmental scanning. Institutional change 1is, however,
hard to control: rules may evolve in unpredictable ways and actors may

seek to adapt rules in favour of their own interests.

Collapse refers to the undermining and rejection of institutional rules.
As institutional rules collapse, they fail to provide actors with reliable
information on other actors' future behaviour. Alternative rules may
begin to develop in parallel with ‘official' rules. Perhaps new rules
have failed to 'take root' and old rules are beginning to reassert
themselves. Institutional rules may fall gradually into disuse, or

evolve over time 1into some quite different set of constraints.
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Alternatively, collapse may involve a concerted attempt by a group of
actors to undermine rules, by non-compliance <(even 1in the face of
sanctions) or through argument and debate. In political institutions,
existing rules may collapse because they no longer ‘fit' with the
demands placed upon actors, because of the perceived negative effects of
rule-following, or because a new political or managerial regime sets out
to create a new set of rules which reflects its values and beliefs. The
collapse of institutional rules reflects changing power relations between

different actors and may involve conflict between opposing ‘coalitions'.

The model assumes some relationship between old and new rules in its
linking of ‘collapse' and ‘creation' as stages in the cycle. It presents,
however, a simplified picture of institutional change. In reality, old
and new rules may coexist, even compete. The 'stages' identified in the
model will not necessarily follow each other in smooth succession. New
rules may be reluctantly accepted over time - they may exist for some
time as 'paper' rules only. Rules may be accepted by some actors but
not others - perhaps depending upon their distributional effects. The
collapse of rules may not be a once-and-for-all occurrence - they may
be gradually undermined, with change occuring in a stuttering process.
Rules ‘'In danger' may be shored-up through exhortation or through

additional sanctions for non-compliance.

In analysing local government decentralisation as a process of
institutional change, the model can be used to identify the processes
whereby one set of institutional rules collapses and a new set 1is

created, recognised and maintained over time.
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1.2 The interaction of formsl and informal institutional rules

The evolution of formal institutional rules is affected by their
interaction with informal rules. Our discussion above has concentrated
upon formal rules. This reflects the way that political institutions are
usually regarded. It is easy to see that family 1life, for instance, is
governed by relatively Informal institutional constraints - the
expectation of monogamy, the sexual division of labour, the sharing of
resources, loyalty and trust, authority relationships, and so on. (Formal
Institutions are of course significant too - marriage ceremonies, divorce
laws, custody agreements, child protection arrangements.) Political
institutions are generally recognised as the formal framework for
collective decision-making and the coordination state activities -
electoral arrangements, departmental and committee structures, decision-
making procedures, legal liabilities, officials' terms and conditions of
employment, accounting rules, requirements of information and access for

the public and press, and so on.

However, one does not have to delve very deeply to see that informal
conventions play an important role too. Indeed I proposed at the end of
Chapter 4 that formal and informal rules are both integral to
institutional life. In political settings, informal rules govern
professional and political ethics, relationships between and within
political parties (eg. leadership or coalition conventions), communication
channels between politicians and officials, and the interface with
interest groups and citizens (the degree of openness and

responsiveness). Formal rules are more likely to be generalised (eg.
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affecting all local authorities), whereas informal rules are more
susceptible to variation, perhaps having roots in the traditions of a
particular locality or organisation. While formal rules are relatively
easily changed by administrative reform or legislation, informal rules
are more tenacious and likely to change incrementally over time. It is

harder to change the informal 'way things are done around here'.

What 1is the interaction between formal and informal elements in the
lifecycle of institutional change? The model is designed to help analyse
change in formal institutional rules, but we are concerned also with the
impact of informal institutions upon this process. At each stage, the
process and form taken by institutional change is affected by informal
institutional constraints. The interaction b