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I have been asked to speak about globalization and its effects on local communities, and about how federalism might improve or change these effects. I wish to make only a few points concerning this very large topic. First, I argue that local communities have considerably more resources at their disposal than is generally realized, specifically arising from the diversity of institutional arrangements from which they may select. Second, I want to introduce a few of the analytical categories that may help us bring some order to this diversity. Third, and finally, I want to suggest a re-orientation of attitude, particularly on the part of policy makers and public officials, to focus on sustaining community access to a wide range of institutional choices. 

The challenges posed by globalization are well-known. Globalization operates on many levels and in many directions, exerting pressure towards the homogenization of economic, political, and cultural institutions. (For the purposes of this paper, an "institution" is any configuration of norms, rules, procedures, and formal organizations designed to better pursue the goals of some group.) My basic premise is that national and local communities have significant resources that they can draw upon to respond to or resist globalization. In particular, participants in any vibrant cultural tradition have access to local knowledge about the wide array of institutional responses to the political and economic problems that community has faced over the course of its development. I contend that maintaining this "institutional diversity" is a crucial element in any long-term strategy to cope with the challenges (and opportunities) posed by globalization. It is especially important to find ways in which now-separate communities can learn from each other, to compare their own institutional arrangements with those that have been crafted by other communities facing similar problems. 

Any student of the history of any people in any part of the world will soon be exposed to many different patterns of governance. The pattern known as "federalism" is the topic of this seminar, but not every one has the same picture in mind when using this term. My own approach to this subject has been shaped by the work of Vincent Ostrom, who in his presentation to this seminar defined federalism as "the efforts of people to achieve self-governing capacities consistent with liberty and justice in the context of multiple communities and relationships." This definition shifts the focus away from any particular configuration of institutions at different levels of aggregation to instead focus on the general processes through which communities can better govern themselves. He has argued that the idea of federalism must be expressed in the form of a "polycentric" system of governance in which multiple units of government with overlapping jurisdictions find some way to coordinate their efforts to provide public services for citizens, and especially to encourage citizen participation in the process of governance. Thus, local self-governance can continue to operate in the presence of globalization, but only if that community is located within a polycentric federal system.

I have come to understand that "self-governance" is a difficult term to translate into Spanish, which was the primary language used in this conference. This term can too easily be confused with "self-government," which is usually taken to imply complete autonomy on the part of local officials. Let me try to clarify this distinction. In general, the term "governance" refers to the process through which collective decisions are made and implemented, whereas a "government" is one particular institutional form that produces governance for a specific group of people with respect to topics or issues deemed to be political. Governance is a broader process that occurs in collective entities of all kinds, from societies as a whole to small family units, and in private corporations and voluntary associations. 

By self-governance I mean a community's ability to cope, in an effective and sustainable manner, with the challenges and opportunities posed by their physical environment and by their social interactions with other communities. It does not imply total autonomy of local government officials. Instead, effective self-governance requires individuals to realize the importance of their connections to the physical world and to other communities. Self-governance naturally finds expression in institutional diversity, a term I explain more fully below. I claim that this form of self-governance is much more common than is generally realized.

Institutional Diversity and Self-Governance

My argument draws inspiration from the results of research conducted by a global network of scholars associated with the Workshop in Political Theory and Policy Analysis. In separate projects investigating the management of irrigation systems, fisheries, forests, and other commonly held resources, Workshop-affiliated scholars have documented the ability of local communities of farmers, fishers, and users of forest resources to effectively manage these resources. They devise rules to limit the extraction of water, fish, or forest products in a sustainable fashion. They monitor each other's behavior and sanction those who violate these rules. They meet together to revise or update these rules and procedures when necessary. Some of these institutional arrangements have survived intact for centuries. For many observers, perhaps the most surprising result is that they often do all this with minimal assistance from government officials. 

In sum, Workshop-affiliated scholars have documented the ability of resource user groups to govern themselves. This capacity for community self-governance is by no means automatic. In some cases each member of the community extracts the maximum amount of the resource for his or her own use, thereby triggering the "tragedy of the commons." In other situations, traditional patterns of resource management are disrupted by the imposition of new rules and regulations from national officials. Or these officials may grant concessions to multi-national firms interested only in quick exploitation of local resources. In other cases, resources that were previously managed communally have been divided up into private plots, often at the insistence of international donors. 

Despite these potential dangers, the important lesson is that many communities can, under the right circumstances, craft effective institutions for resource management and self-governance. Too often policy analysts reduce the range of choice to two stark options: privatization or central management. Each of these mechanisms is perfectly appropriate for some circumstances, and each can be disastrous if applied to the wrong set of circumstances. When it comes to institutional arrangements, the scope of human creativity is virtually boundless. We have many, many more options to choose from than just state versus market. Many hard-to-categorize institutions are viable, effective, and frequently used. 

Maintaining future access to this diverse menu of institutional options is one of the key challenges facing the world today. Environmental activists have successfully articulated the benefits of maintaining biological diversity; I would like to advocate a similar rationale for the benefits of institutional diversity. In both contexts, diversity serves as a storehouse of ideas and alternative options. Each has intrinsic value. Biodiversity is seen as a natural aspect of healthy ecosystems, and institutional diversity is an essential ingredient in sustaining a community’s capacity for self-governance. Self-governing capabilities are essential for the enjoyment of liberty. In my view, scholars and public officials should act to insure that more traditional institutional practices survive the onslaught of globalization.

Although many ecologists argue all species should be protected, no matter how insignificant they may currently appear, not all traditional institutions are worth saving. Our concern should be on the consequences of alternative institutional arrangements, not on their source. Institutions should be both (1) effective, in the sense of having successfully addressed the problem they were designed to address and (2) desirable in the sense of supporting and enhancing the self-governing capacities of individuals and communities. This criterion of desirability triggers major controversies with respect to the basis of human rights. I do not want to enter into the extensive debate about whether or not a universal basis for human rights can be said to exist. Suffice it to say that institutions that unfairly discriminate among people based on irrelevant distinctions should not be reinforced or rewarded. In the long run, such arrangements tend to be out-competed by institutions that draw upon a wider base of human potentials, and we should do nothing to slow this weeding out process. 

Selection of which institutions to preserve must be undertaken with caution and humility. A reasonable precautionary rule may be to maintain at least the memory of alternative institutional arrangements, and preferably, to sustain them as viable entities. The reason for doing so is not mere curiosity, but rather the practical benefits of having a wider range of choice.

Accomplishing this task will require complementary contributions from diverse actors. First, research scholars and policy analysts should obtain and disseminate knowledge about alternative forms of institutional response to the many dilemmas of human community. Second, the people directly involved in addressing specific problems should strive to remain open to new and innovative forms of organization. Communities must, in short, strive to remain as creative as they have been in the past. Third, policy makers, public officials and political activists should act to enhance this creativity, rather than manipulating local conditions to serve their own agendas. Ideally, public officials will come to see their primary responsibility as helping local communities maintain access to the resources they need for effective self-governance. 

Responding to Globalization

The pressures of globalization are well known. Even the remotest areas are becoming integrated into the global economy. Travelers find it increasingly difficult to locate places immune from the influence of a globalized culture. Environmental problems range from local depletion of essential resources to possibly catastrophic changes in the global climate. 

To this litany of danger should be added the ever-expanding reach of the modern state. There are few areas of the globe where people's lives are not directly affected by the public policies enacted, often without any meaningful representation of their interests, by policy makers located in national capitals. Such officials tend to rely upon the imposition of uniform rules and regulations that ignore local variation in conditions. The ethnic identity or religious belief of the person in power often makes a huge difference to the distribution of costs and benefits to members of that society. Political power has become the most lucrative profession in many countries. Too often politics is conceptualized merely as a competition to install oneself in power, rather than as an ongoing effort to address common problems in a more effective and equitable manner. 

As noted earlier, Workshop-affiliated scholars articulate a different view of politics, one that remains centered on community efforts to resolve their own problems. One possible limitation of this approach is that community self-governance is easier to accomplish in relatively small settings. Indeed, most of the examples of effective community management of communal resources have been located in remote and isolated regions. But their distance from the centers of political power does not make these local regimes an inappropriate basis for the study of governance. For those whose lives or livelihoods depend on the continued availability of plentiful water or fish stocks, nothing could be more important. Politics is surely involved in local regimes of resource management, but rarely in the form of noisy confrontations between competing ideologies. Instead, effort remains tightly focused on practical matters. 

I advocate institutional diversity not just to salvage dying cultural traditions. I am concerned rather with maintaining future generations’ access to an ever-expanding record of human creativity. What we see now as traditional, or indigenous, practices are but the frozen forms of an ongoing process of creation dating back to the beginning of history. Cultures emerge and develop in an unending process of reaction and adaptation in which peoples steeped in that culture learn to cope with emerging problems. Solutions that work tend to be remembered and repeated. Even when certain practices become ossified, every cultural tradition retains a memory of other ways of doing things, other ways of organizing for collective action. All literate and oral-based historical traditions contain a vast repertoire of institutional diversity.

When participants in a vibrant cultural tradition are confronted by the challenges of economic globalization and the expansion of the modern state, local forms of collective action may, at first, be overwhelmed by the impressive capabilities of the encroaching organizations. One of the most insidious effects of globalization is to undermine the effectiveness of traditional mechanisms of collective action. Typically, traditional mechanisms rely on social ties and other connections among members of the community as a source of incentives. In a closely-knit community, the threat of social sanctions can be very convincing. As globalization seeps in, social ties may lose strength and salience, making it more difficult to maintain old ways of doing things. By abandoning traditional practices too readily, local communities lose whatever advantages they might have obtained by making effective use of their local knowledge, built up over the previous centuries.

I am by no means an expert on Mexico, but even my first trip to this country has convinced me of one fact – Mexico has an incredibly diverse set of inter-related historical and cultural traditions. As a consequence, Mexicans seeking to design improved forms of governance have a wide array of options from which they may choose. Whether one draws examples from the regional diversity that characterized 19th century Mexican politics (as detailed by Josefina Zoraida Vázquez) or goes back to pre-Aztec cultures (as Vincent Ostrom recommended), the peoples of contemporary Mexico can draw upon a wide range of institutional diversity. And I suspect that much the same could be said for other countries in Latin American and indeed throughout all regions of the world.

Institutional Selection and Design

The reason why institutional diversity is so important is that it gives communities facing difficult problems a broader menu of institutional options from which they may choose the approach that best suits their particular situation. Institutional design is a creative process, with results that may not be easily classified into distinct categories. For analytical purposes, it is useful to distinguish between two broad classes of options. 

First, communities may choose to coordinate their response to a given problem within the context of an existing institution. Since any pre-existing institution was probably established to resolve some other set of problems, doing so may constitute a significant change in that institution. Still, this has the advantage of requiring less in terms of time and effort than the option of creating an entirely new institutional approach from scratch.

This second option, the design of a new institution, never operates in a vacuum. Instead, people approach a given situation with a set of categories, expectations, and options already in mind, based on their own experiences within that culture. A people's historical experience, as related in official texts and informal story-telling, shapes this process of institutional design in fundamental ways, some of which may not be consciously known to all participants. This option has the advantage of allowing a group to design an institution specifically crafted to address the problem under discussion, but it will typically require more time and effort, especially in terms of negotiation costs, than will modification or expansion of an existing institution.

Institutional diversity reduces the costs of both options, thereby facilitating the task of institutional selection or design. But for this diversity to be easily accessible, it is important that scholars provide a framework within which institutions can be understood. In many respects political scientists and policy analysts have fallen short of this goal, by too often reducing the set of alternatives to state versus market, or imposing some other simplistic distinction between liberal or conservative ideologies. Their reasons for doing so are many, including a response to incentives rewarding scholars who promulgate general or parsimonious theories or explanations.

Another set of incentives drives the simplifying behavior of partisan activists, especially those seeking to gain office through general elections. Politics is inherently complex, involving many, many different issues. Since an elected representative will confront many problems or issues that have not yet arisen to public awareness, voters seek some clues about how candidates are likely to respond to future issues. Adopting a particular ideological position is an effective way to convey this information. 

In contrast to academics and policy advocates, most of the people directly affected by an issue or problem are primarily concerned with doing something that works, something that will successfully address or at least mitigate the problem at hand. Thus, they rarely share the incentives for simplification that drive the behavior of academics and advocates. Nonetheless, if people allow ideologues to define the set of institutional options available to them, communities will be trapped by the simplifying conceptualizations imposed by scholars and politicians. Maintaining institutional diversity avoids this narrowing of community choice. 

Federalism as an Incomplete Response

Federalism, as it is commonly conceived, provides at best a partial solution to the problem of institutional diversity. Too often, federalism is conceptualized as an arrangement in which multiple levels of governmental authorities are arranged in a precisely nested progression. Units at each level encompass a number of units defined at the immediately preceding level, from the largest, all-encompassing national jurisdiction down to the smallest unit. In this neat multi-tiered governance structure, there is no room for overlapping territorial jurisdictions.

Within this version of federalism, a group of people affected by a given problem can turn to units at any one of these levels to address their problem. This certainly increases their range of choice, and much of the extensive literature on federalism focuses on the question of how best to allocate different functions of governance to different levels.

However, this is an inadequate understanding of the system of governance that has actually been in existence in the United States, to take one important example. In addition to these nested units, communities facing problems that cross jurisdictional boundaries have crafted a diverse array of other governance units. Inter-state compacts dealing with water management issues, for example, do not fall neatly into the standard view of federalism. Nor do special school districts that cross township or county lines. Ostrom stresses that these are the types of governance units that are most essential to the maintenance of a vibrant tradition of self-governance, and that this tradition is endangered if processes towards consolidation of governance units at the metropolitan level, for example, continue unabated. 

This argument has been generalized in recent research by Gary Marks and Liesbet Hooghe on the European Union. In their book Multi-Level Governance and European Integration and in related works, Liesbet and Marks categorize the standard, neatly nested view of federalism as a "Type I" system of governance, composed of multi-purpose units at each level of aggregation. In contrast, "Type II" units cross these boundaries in order to group together people affected by a particular set of problems. Type II units tend to be special-purpose governance units drawing together people from different territorial jurisdictions. They argue that no system of Type I governance units, no matter how carefully designed, can suffice to address all the problems peoples in that area will confront. This is, I think, an essential insight.

Type II governance units fill in the cracks that open up in any Type I governance structure. Cross-jurisdiction governance units are especially important for people living along the borders of territorially defined jurisdictions. This complementarity between the units of the primary governance partition and the special-purpose secondary governance units is the essence of polycentric governance. The structure of the primary partition provides the framework or background upon which communities act. For some problems it is most appropriate to address them within the bounds of some existing jurisdiction, but other problems require establishment of new units. 

If the units of the primary governance partition are the only ones that remain available, then agents of these units will have a position of monopoly that they should be expected to exploit to their own advantage. Allowing for the establishment of special units can ameliorate this danger. Over time, the number of governance units may grow without bound, but it is to be expected that many of these units will fall into relative disuse as other units become seen as more appropriate forums for dealing with similar issues. Still, we should not lose sight of these older institutions. And we should especially avoid falling into the trap of trying to arrange all of the units into some neat system.

One potential downside of polycentric governance is its complexity. Some people may find it difficult to understand what governance units exist, and where they can go to get assistance in resolving a particular problem. This danger can be addressed by keeping the population informed, and especially by reinforcing cultural traditions of community self-governance. Also, the extent of this danger can be over-emphasized. For if a problem is truly important to some set of individuals, then they are going to be strongly motivated to find out where they might receive help in addressing this problem, and, more directly, how they might address this problem themselves. One of the most important lessons of Workshop research on common pool resource management is the nearly limitless creativity of communities to deal effectively with problems of governance that are important to them..

No Panacea, Just Possibilities

So how would institutional diversity of this sort help local communities who are trying to cope with the pressures of globalization or expanding state power? Basically, it gives them a larger set of tools they may employ to mobilize around their common concerns. The more choices they have, the more likely they are to hit upon an effective strategy for counter-mobilization.

Institutional diversity is no panacea. Even someone with full and complete knowledge of all possible institutional variations may be hard-pressed to come up with an effective response to the daunting challenges posed by large multi-national corporations or a fully-articulated modern state. But it is a first step. The next step is making sure that different institutional choices remain available to communities in need. This goal can be accomplished by acting to improve channels of communication between scattered communities that have confronted similar problems.

Types of Governance Units and Their Interactions

For purposes of presentation, the large and ever-growing menu of options for institutional choice can be classified into the following set of categories: 

1. Community-Based Governance


a. Indigenous


b. Traditional


c. Informal

2. Government-Assisted Governance


a. Local, State, National Authorities


b. Cross-Jurisdictional Units

3. International Actors


a. Other National Governments


b. Intergovernmental or Non-governmental Donors 


c. Sub-national Units of Governance (in other countries)

Each of these three categories includes multiple forms of actors, each of which can be the source for innovative institutional responses. Many innovative forms of governance involve linkages among different types of actors within any one of these categories, and especially linkages across these categories. Let me discuss each category in turn, and then turn to some examples. 

Varieties of Community-Based Governance

Community based governance includes sets of institutional practices that have been labeled indigenous, traditional, or informal. Indigenous traditions are associated with cultural groups deemed to be the original inhabitants of some area, but this status is not without ambiguity. All human communities include some mixture of previously separate communities, but there are many communities, widely dispersed throughout the world, that have thus far been only marginally affected by globalization or the expansion of state power. International activists have come to the assistance of these indigenous peoples. This concern is certainly justified, as long as it does not translate into an expectation that indigenous peoples should be encouraged to live on as unchanging museum pieces. Indigenous peoples respond to incentives too, and some may freely choose to change some of their practices once they learn of better alternatives. Or they may choose to combine old and new into unique forms of collective action.

The term "traditional" has a wider scope than indigenous, although both refer to institutions and practices that have somehow escaped the homogenizing influence of colonial expansion or globalization. Although traditional is typically contrasted with modern, both share important commonalities. After all, what we deem "modern" culture is basically an expression of the traditional cultural practices of a particular set of peoples who managed to disperse themselves widely throughout the world. What is most troubling about the expansion of "modern" institutions is the extent to which they displace pre-existing institutions, many of which may prove better adapted to local circumstances than imports from Western Europe or North America. 

Indigenous, traditional, and modern forms of governance have each emerged from a process of community response to particular problems. As such, each should be given equal respect. I see no reason to prefer one or the other source of institutions in general. Instead our focus should be on evaluating the relative effectiveness of particular institutional choices as applied to specific real-world problems, no matter which of these labels best fits that institution.

I also include "informal" institutions as part of community-based forms of governance. The "informal sector" includes activities that are, strictly speaking, either illegal or not officially recognized by the law. The term informal also connotes the ad hoc nature of the response, in contrast to practices that fit within some overarching culture. I mean the ways in which peoples react to problems in an ad hoc manner. In his influential books The Other Path and The Mystery of Capital, Hernando de Soto has demonstrated these networks to be of crucial importance in many developing economies. 

Informal mechanisms are especially useful in organizing routine interactions between peoples drawn from different cultural traditions that share residence in the shantytowns that ring many cities in the developing world. Given time, these informal practices might well evolve into "traditional" practices. Much of what is now deemed traditional may well owe its origins to processes of cultural mixing analogous to those occurring in today’s informal economies. These informal mechanisms of governance should become more widely studied and their respective advantages and disadvantages catalogued, in order to expand the range of choice available to communities facing new problems.

Varieties of Governments
Here we come to the types of choices that are most familiar to advocates of federalism. Should responsibility for a collective response to a given problem be assigned to officials at the local, state, or national level? One important consideration is to match up the group of people affected by this problem to the source of financing that community's institutional response. As emphasized by many of the participants in this seminar, cross-level transfers may be necessary to help smaller communities cope with large-scale problems and to reduce inequities across smaller jurisdictions. But reliance on national-level transfers of funding should be balanced against the principle of subsidiarity, which requires that solutions be resolved at as small a scale as is practicable. Analysts of federal systems face many concerns beyond the issue of cross-level transfers. Only if we go beyond a simplistic view of federalism as a neatly nested set of jurisdictions can we take full advantage of a polycentric system of governance.

Officials at each level of government will face incentives to capture some monopoly position, however small or large in scope, in order to use their exclusive control as a source of rents. These activities should be resisted and constrained, but these incentives can never be totally eliminated. A defining characteristic of a government is its ability to use instruments of coercion to implement policy decisions, even on reluctant contributors to or victims of that policy. Mechanisms can be set up that encourage competition between officials at different levels, to contribute to the checks and balances of a federal system. (This vertical system of checks and balances can complement the horizontal checks and balances induced by separation of executive, legislative, and judicial functions at each level). As one moves up the hierarchy, the resources available increase dramatically, as does the potential danger should that office be captured by some narrow interest. The principle of subsidiarity is an important constraint on over-concentration of authority at the highest level. And, maintaining transparency of procedures is an essential check on the ever-present temptations to use public office for personal gain.

Variety of International Actors

National governments in the developed world have distributed significant amounts of economic assistance to people in other countries. In addition, inter-governmental organizations and non-governmental organizations have contributed significant levels of assistance. With the exception of refugee camps and a few instances of "failed states" temporarily under international administration, international organizations rarely fulfill governance functions directly. Although they tend to focus on partnerships with government agencies, many donors have come to realize that they need to develop more direct connections to local communities. Donors may present themselves as disinterested parties merely seeking to improve the conditions of life for peoples in disadvantaged areas of the world, but all donors are themselves political actors, each pursuing its own agenda. This need not be dangerous, as long as this agenda is consistent with the expansion of community choice. However, many national and international donor organizations have fallen into the trap of giving preferential treatment to those local organizations that most closely mimic their own policy priorities. 

Sub-national governments (states, provinces, municipalities) have become increasingly involved in international affairs in recent years. Officials of these sub-national units are typically concerned about attracting international investment to their jurisdictions. Especially in a federal system that allows sub-national governance units the ability to set their own tax rates, these officials can have an important impact on the eventual distribution of investment and jobs. 

Complex Combinations
This list of community, government, and international institutions is only a starting point for further analysis. Each type of unit is associated, in general, with a characteristic pattern of strengths and weaknesses. Since different types of institutions within any one category may have very different profiles, there are advantages for different institutions to work together. For example, partnerships between national and local governments may play an important role in helping displaced workers recover from the ravages of the global economy, by providing assistance in job retraining. In recent years international non-governmental organizations devoted to development, humanitarian assistance, environmental protection, and democratic governance have begun to cooperate more formally on specific operations. 

Furthermore, institutional designers need not restrict themselves to any one of these categories. Many of the truly innovative solutions involve partnerships and other combinations that cut across these categories. For example, the informal networks found in shantytowns build upon traditional patterns of interaction within or between pre-existing communities. These extra-legal settlements are often protected by ties to powerful patrons in the government or in the business community. Also, international agencies have come to realize that to reach the people most in need of assistance they need to work through the leaders of extra-legal settlements as well as through official channels. In general, cross-category partnerships have the potential to combine the complementary strengths of community, governmental, and international bodies. The range of possible combinations is very wide indeed.

Examples

Participants in this seminar discussed several examples of innovative institutional solutions to different problems of governance. Governors from three states in Mexico discussed their innovative approaches to fisheries, public security, and corruption. One particularly apt example of a Type II governance unit came from the presentation by Miquel Sekele of the Ministry for Social Development. He discussed a "micro-region" program in which officials from neighboring regions coordinated the building of basic public services. If two neighboring communities from different jurisdictions both need improved medical facilities, it may be more efficient to build a single hospital intended to serve citizens in both communities. By coordinating across jurisdictional boundaries, needless duplication of public services can been avoided (or at least minimized).

Similar acts of coordination can occur across national boundaries. Local communities in the borderlands between the United States and Mexico have begun to cooperate on basic matters of public services. It is often the case that local communities located across the border from each other find it easier to cooperate if they communicate directly, rather than going through their respective state or national governments. The higher the level of aggregation, the more likely it is that political considerations will overwhelm practical matters. An example of a highly politicized cross-border issue is the ongoing dispute over allocation of water from the Rio Grande to farmers in the United States and Mexico.

Since administrative boundaries rarely coincide with natural regions, the management of water resources frequently requires the establishment of Type II cross-jurisdictional units. In Mexico, the national government has established 13 river basin councils, with the intention that each council will eventually be able to craft institutional rules for the maintenance of infrastructure and the allocation of water that are most consistent with the physical conditions prevalent in that river basin. It remains to be seen how well these councils will perform, but the general idea is a good one.

Finally, let me point to the many examples of institutional arrangements devised by participants in the "informal sector." The large proportion of Mexico's economic activities that takes place "off the books" is not subject to official rules or regulations, or to taxes. Yet this activity can only take place because of the ability of participants to create the necessary institutional mechanisms to facilitate and protect these exchanges. One of the most difficult challenges facing institutional analysts in Mexico (as well as elsewhere in the developing world) will be to craft some means by which this same creativity can be transferred to the official, legal sector of the economy. Rather than trying to force all of these activities into the open, it will be more effective if officials can craft a system of incentives that convince these dynamic actors to move into the legal sector on their own volition. 

Three Fundamental Steps Towards Institutional Diversity

To achieve the goal of maintaining institutional diversity despite ever-deepening pressures from globalization, I suggest a three-pronged strategy. Each of the following tasks requires contributions from scholars, activists, public officials, and local community members: 

1. Document the Prevalence of Institutional Diversity and its Benefits. 

2. Evaluate the Effectiveness of Alternative Institutional Arrangements.

3. Facilitate Forum Shopping and Creative Institutional Design.

To simplify presentation these three goals can each be summarized in one word: Document – Evaluate – Facilitate. We will now look at each of these steps in turn.

DOCUMENT

The task of documenting the reality of institutional diversity falls squarely on the shoulders of academic researchers from the disciplines of political science, policy analysis, economics, sociology, and anthropology. Basically this documentation process begins with a simple imperative: Look around -- it’s everywhere!

Consider the major components of a "modern" political economic system. The vast majority of interpersonal disputes never make it to the formal courts but are instead dealt with in a more informal manner. Modern legal systems are necessarily embedded in informal processes of dispute resolution: if not, they’d be overwhelmed! The arrival of state officials (during or after colonialism) never completely eradicates traditional patterns of authority. And participants in the informal economy are very active and endlessly creative, as amply demonstrated by Hernando de Soto and others.

Scholars bear a particular responsibility here because it is primarily because of their own previous work that misconceptions about governance are so prevalent. No “sovereign state” has ever gained exclusive dominance or monopoly on the legitimate use of coercion within its borders. A vibrant civil society (or non-profit sector) is as essential to the success of liberal democracy as are formal constitutional arrangements, perhaps more so. Although typically portrayed as the exclusive domain of national governments, international politics has always included many forms of interactions between non-state actors. Too often scholarly categories get in the way of clear understanding and a deep appreciation of the actual extent of institutional variation.

Documentation of institutional diversity is important for many of the same reasons that biologists have come to catalogue the reality of biodiversity. After documentation comes the step of widely disseminating knowledge concerning the many uses to which different species and institutions have been put over the years. Many people now appreciate the benefits of saving endangered species because of their role in complex ecosystems and their potential use as a source of new drugs or medical treatments. Far fewer people appreciate the extent to which diverse institutional forms can be used to support collective action. 

Particular policies or strategies may even be borrowed from biodiversity activists. In the short-term, it may prove useful to identify institutional “hot spots” most in need of immediate assistance or protection from the ravages of globalization. In the long run it is more important to change the attitudes of public and policy makers. Perhaps some publicity could be generated by asking that all proposals for new development projects include “community impact statements.” That is, donors should get into the habit of asking whether a proposed project would hurt or hinder the capacity of local communities to resolve their own problems in the future.

EVALUATE 

The biodiversity analogy loses its relevance at the evaluation stage, for it is essential to apply some set of standards or guidelines to determine which institutional arrangements should be saved. First, we need to determine which institutions are effective in helping people accomplish the tasks that inspired them to first set up that institution. A second set of concerns deals with the desirability of the effects of an institutional arrangement on various normative goals deemed important, primarily by members of that community themselves. Not all institutions are worth saving. Selection should concentrate on the demonstrable consequences of institutions, not their origin. 

This evaluation process has to achieve balance between the concerns of local, national, and global communities. Although the concept of human rights is not without significant ambiguities, institutions that embody respect for human rights tend to be more productive, especially in the long run. By enhancing this creativity, support for human rights should strengthen a community’s ability to achieve a sustainable form of self-governance. 

The effectiveness criterion is more easily applied. Here the question is, quite simply, what works? In her widely-cited and influential book Governing the Commons, Elinor Ostrom identifies a set of "design principles" shared in common by effective regimes of resource management in many different regions of the world. These rules are summarized below (in somewhat different form than in her own work): 

1. Wide participation in institutional design and processes of collective choice. 

2. Clearly defined boundaries (on membership and on the resources covered).

3. Congruence with physical conditions.

4. Consistency with community values.

5. Incentives for regular monitoring.

6. Graduated sanctions applied to rule violators.

7. Easy access to dispute resolution mechanisms.

8. Nested within supportive institutions (which recognize rights to organize).

Can we come up with a similar list of criteria specifying the ingredients for a successful system of institutions for local self-governance? Although it is too early in the research process to delineate a final list, let me take the liberty of suggesting the following points as a point of reference for future research:

1. Public authorities should encourage the development of new institutions and creative use of existing ones.

2. Each organization should focus (at least initially) on a specific issue or problem.

3. Institutional designers should draw upon local cultural traditions and predispositions.

4. Local citizens should be given incentives to monitor behavior of agents.

5. Agents should be rewarded for performance.

6. All parties should maintain transparency of procedures.

7. Community leaders should accept the responsibility for negative externalities.

8. All institutions should be subject to review and reform.

FACILITATE

If the focus is placed on maintaining local communities’ capacities to govern themselves, then outside actors of all types should take on supporting roles, giving up the limelight to which they have become accustomed. This change in perspective has differing implications for academics and for political officials or activists.

Academics Researchers and Teachers 

As discussed earlier, scholars play an important role in documenting the extent of institutional diversity. This role is especially important in drawing out connections and comparisons between the institutional practices of different communities, and in facilitating cross-cultural communication. We have a special responsibility to stop contributing to the over-simplification of policy alternatives. We also need to do a better job of helping organize the menu of choice facing communities, making it easier for practical people to make effective use of a wide range of institutional options. 

Policy Makers and Public Officials

Although a focus on institutional diversity will necessarily draw the spotlight away from national level politicians or activists organizing large-scale movements, practical political leaders can (and even must) play several important supporting functions. I find it easiest to present these needed roles in the form of a list. 

Political leaders seeking to facilitate diverse institutional choices should strive to accomplish the following tasks.

1. Replace their typical attitude of paternalism with increased respect for the abilities of local citizens to address serious political problems in creative and productive manners. 

2. Encourage participation in whatever form and remain open to diverse forms of organization, including those that take long periods of time to be implemented.

3. Resist the ever-present temptation to use their unique position of power or authority as a source of rents.

4. Use framework laws to set policy goals that communities may implement in different ways, rather than imposing uniform regulations.

5. Maintain as much transparency as possible in their own decision processes.

6. Encourage cross-regional and cross-issue linkages rather than protecting their own institutional turf.

This is a tall order, and it is by no means easy to structure the incentives of public officials in such a way as to induce these forms of behavior. Still, doing so should become a primary goal of reform activists. 

Policy Activists

When it comes to policy activists, including international donors, a similar set of imperatives is relevant. In order to facilitate institutional diversity, external parties should 

1. Focus on lowering the costs of community organization, even for groups operating outside their range of expertise.

2. Avoid exclusive focus on their own agenda; listen to the views and priorities of community members.

3. Maintain transparency in their own decision procedures and act to facilitate community monitoring of their behavior.

4. Collaborate with related organizations in other regions or issue areas.

Community Responsibility and Opportunity

Under a polycentric system of governance, a great deal of responsibility is placed on the shoulders of community members. Once given a wide menu for institutional choice, it is ultimately their responsibility to choose well. Although outsiders cannot determine their choices, we can take several measures to help improve the likelihood or prevalence of effective choice. 

In particular, we must never forget that local people respond to incentives. Conservation of natural resources, for example, is much more likely to succeed if it is set up in such a way as to give locals a meaningful incentive to help achieve that goal. Local citizens must be given a compelling reason to serve as monitors and to sanction those of their fellow community members who violate the rules. They need to be given opportunities for economic advancement that prove more attractive than continuing to poach. It's not enough to regale them with tales of the pleasures of biodiversity or of the tastes of Western environmentalists. Resource conservation cannot succeed without an effective local component of economic development. 

One final point is worth emphasizing. Local communities should be encouraged to choose the most appropriate scale and efficient method of the production of public services, but they should not be allowed to create significant negative externalities on others. Community leaders need to be held accountable for the consequences of their behavior on people outside the community. 

Conclusion: Avoid Simple Solutions

In summary, local participation in processes of institutional selection and design is essential if communities are to mount an effective response to globalization, expansion of state power, and environmental deprivation. Yet, local efforts cannot succeed alone. Political leaders, at all levels of aggregation, must act to facilitate community capacities for collective action and enhance linkages to other communities. They should make sure that communities have access to multiple channels of political institutions and maintain transparency in their own actions.

Let me conclude by reiterating a theme touched upon earlier. There are no simple solutions! Reformers should cease trying to copy some perfect model or implement some pure ideological vision of governance. Political ideologies impose consistency across the entire political system, but this consistency comes at too high a cost. 

This is not to say that simplicity plays no role in organizing community response to the challenges of globalization. Polycentric governance is itself grounded in a simple principle, namely, that leaders should help local communities obtain the resources and maintain the effective range of choice needed to allow communities to decide which institutional solution best fits their particular problem. We should allow them to choose the most appropriate scale and efficient method of production, in a manner consistent with their own local conditions and cultural traditions, no matter what the ideological implications. 

Polycentricity is a simple and powerful idea, but its expression is necessarily complex. Given a suitable range of choice, communities will craft complex networks of institutions (both on their own and in the process of interacting with other communities facing similar problems). Each institutional component should enjoy a greater sense of legitimacy and a high level of community participation. In addition, because people with access to knowledge on local conditions selected these institutions, they should be more closely adapted to local circumstances, and thus prove more effective in the long run. Finally, flexible and locally grounded networks should prove more resilient to the ever-changing challenges posed by globalization. 
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