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Chapter 1
On the Reflexive Relations Between
Knowledge, Governance, and Space

Johannes Gliickler, Gary Herrigel, and Michael Handke

Governance is both a contested concept and an increasingly empirical concern. On
the one hand, it has become an almost universal and all-encompassing concept,
which has attracted scholarly interest from many disciplines and over many decades
to tackle the dilemmas of collective action and to facilitate effective coordination of
interests and resources toward commonly accepted goals. On the other hand, con-
ceptions of governance vary considerably, and their meanings depend on disciplin-
ary perspectives, theoretical traditions, and empirical focus. Although it is easy to
agree what governance is not, it is more challenging to create broad consensus on
what it is and how it works effectively. Most capaciously, governance denotes the
coordination of collective action. These actions take place in institutionally or phys-
ically organized spaces of interaction, where knowledge is needed to shape gover-
nance appropriately. Organized spaces and knowledge are both conditions as well
as consequences of the governance process.

Contributions to theories and perspectives of governance originate from diverse
disciplinary fields, including political science, economics, organization studies,
sociology, geography, and planning studies. The authors of recent handbooks pro-
vide comprehensive overviews of the interdisciplinary breadth of ideas and debates
of governance (e.g., Ansell & Torfing, 2016; Bache & Flinders, 2004; Bevir, 2010;
Chhotray & Stoker, 2009; Levi-Faur, 2012). They portray the multitude of applica-
tions and concepts, ranging from practical fields such as corporate, contract, project,
public, private, or nonprofit governance, to internet, land, urban, risk, environmen-
tal, and climate governance, to conceptual or normative approaches of network,
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collaborative, participative, fair or good governance, and to various levels ranging
from local to regional and national to global and multilevel governance.

Sometimes, it is helpful for an emergent concept not to be defined too narrowly
in order to attract continuous attention and research effort and to stimulate scholarly
conversation. Yet such diversity may also make it difficult for researchers to
exchange, compare, and assess empirical studies on common ground. Therefore,
governance research often remains locked within a discipline’s cognitive boundar-
ies. Governance debates always comprise a selection of perspectives. Debaters view
the complex reality in a certain way, concentrating on selected characteristics and
neglecting other ones (Benz & Dose, 2010). The polysemy of the concept of gover-
nance confronts scholars with the difficult task of coherently theorizing the social,
political, environmental, institutional, and economic challenges to collective action.

We are positioning our book at the neglected intersection between disciplines,
conceptual perspectives, and geographical scales to offer room for conversation on
the role of knowledge and space in governance theory and practice. We are bringing
together conceptual and empirical work on governance from varying fields, and the
contributions’ authors not only illustrate the multidisciplinary character of gover-
nance research, but they also point to new opportunities for interdisciplinary
exchange. We argue for—and the chapters each speak to—particular aspects of the
reflexive nature of the relationships between governance, knowledge, and space. In
the next section, we briefly define an inclusive framing of some of the characteris-
tics of governance, before we elaborate on the reflexive relations between gover-
nance, knowledge and space. By doing so, we highlight the contributions of the
individual chapters of this volume to each of these relations, which also provide the
rationale for structuring the book into distinct parts.

Framing Governance

Rather than unnecessarily restricting the concept of governance, we propose carv-
ing out some of its commonly shared characteristics by means of comparison with
related notions in social science, such as management, government, and institutions.
All three concepts relate to mechanisms that yield and sustain some degree of social
order. Utilizing the governance perspective sheds new conceptual light on these
concepts by emphasizing the process character of coordinating and moderating
organized social interactions. Governance represents relational practices. There is
governance inside firms and across firms, and there is governance within govern-
ments and across government boundaries. Governance also coordinates between
firms and governments. However, unlike management or government, governance
is not an actor capable of making decisions. Rather, it offers a reliable structure for
interaction, which is something that it has in common with institutions (Gliickler,
Suddaby, & Lenz, 2018). In many cases, these structures have yet to be established
and institutionalized by the actors involved in governance practices, which once
again leads back to the process character of governance (Pierre & Peters, 2000).
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To capture the specific meaning of governance, we place it on a conceptual con-
tinuum that expands along the dimensions of time (from long-term to short-term
convertibility) and of authority (from heteronomy or interdependence to autonomy).
Concretely, we conceive governance as lying between the concepts of institutions
on one end of longer term societal coordination, and of management as well as of
government on the other end of shorter term coordination and decision making
within the scope of a single authority (organization, state).

Researchers use the concept of institutions to describe relatively stable patterns
of social interactions that are based on legitimate mutual expectations and that are
enforced by social sanctions (Barley & Tolbert, 1997; Gliickler et al., 2018;
Hodgson, 2006; Scott, 2007). Institutions refer to legitimate beliefs and practices
that are shared to varying degrees by society, guarantee social order, offer behav-
ioral orientation, and facilitate individual action within society. It is, therefore, dif-
ficult for individuals or organizations to actively change or overturn existing
institutions (Lawrence, Leca, & Zilber, 2013), and if so only over longer periods.
Institutional change often unfolds incrementally and only in exceptional cases can
it be interpreted ex post as the result of specific moments that disrupted the repro-
duction of institutional practices, and which then gave rise to collective strategies to
recompose rules and institutional features (Gliickler & Lenz, 2018; Herrigel, 2010;
Streeck & Thelen, 2005).

Whereas institutions are characterized by relative temporal stability and usually
slow rates of transformation, the other end of the continuum comprises shorter term,
current forms of coordination by means of management. Researchers use “manage-
ment” to describe the administration of an organization, including the choice of a
strategy and the coordination of all the resources in pursuit of the organization’s
objective. Consequently, management is a coordination mode bounded within the
scope of and legitimized by one single authority. Managers are entitled to take deci-
sions within their organizational jurisdiction and thus are empowered to allocate
resources, design organizational structures and processes, to assign roles and
responsibilities, to solve conflicts, and allocate resources in pursuit of the organiza-
tion’s goals.

Governance should also not be confused with government (Osborne & Gaebler,
1992; Rosenau & Czempiel, 1992), which also provides hierarchical order. A repub-
lican form of government, for example, is composed of temporary legitimated rep-
resentatives who execute the power of the state and, similarly to management,
internally assign roles and allocate resources towards collective goals. These goals
have grown in number and diversity in modern societies, disproportionately increas-
ing intervention costs for the state. However, being a prominent object of study in
conceptual government research (Kooiman, 1993), hierarchical structures often
become encrusted and retain decision making in the silos of specific knowledge
domains. Government thus risks failing to appropriately address contemporary col-
lective problems, especially if they transcend different functional and territorial
jurisdiction (Mayntz, 2003). Meanwhile, modern governments are increasingly
confronted with the idea that sovereignty lies with the people and not with their
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representatives—what role, then, can a government play as an actor in governance
processes?

In contrast to longer term and less dirigible institutions on the one hand, and
hierarchically controllable shorter term management or temporarily elected govern-
ments on the other, we conceive governance as the coordination of distinct stake-
holders toward the achievement of consensual goals. These stakeholders might be
legally independent of each other, but interdependently linked by a collective prob-
lem. In contrast to management or government, governance extends beyond the
scope of the rule enforcement of a single authority, and, hence, requires negotiation
between different interests (Rhodes, 1996). In governance, those affected by rules
are themselves involved in the design of regulation and their institutional enforce-
ment (Marin & Mayntz, 1991). In this way, governance differs from social institu-
tions in that creators of governance processes actively and purposively tackle
collective action problems to find acceptable solutions. Such a broad understanding
of interdependent controllability or “heterarchy” (Jessop, 1998), including negotia-
tion, collaboration, and legitimacy, is supported in most governance approaches.

Knowledge and Governance

Governance attracts much of its attention as an analytical perspective because it is
used to address learning processes in changing environments (Stoker, 1998). The
relationship between knowledge and governance is reflexive in nature: Knowledge
is a prerequisite for governance as much as governance affects how one creates or
shares knowledge. Being at the core of this book series, the concept of knowledge
denotes the human understanding of concrete and abstract phenomena. Whereas
people can keep “stocks” and exchange “flows” of data and information, the cre-
ation of knowledge is initially bound to the individual mind. However, individuals
are not atomistic, isolated actors, but embedded in social and institutional contexts.
People constantly compare and align their understandings with the understandings
of others, and engage in imitation and communication to challenge or confirm com-
mon understanding. When framing knowledge as a relational rather than a substan-
tive concept of human understanding, knowledge is difficult to produce in isolation,
to store or protect from spillovers, or to copy and reuse in other contexts (Bathelt &
Gliickler, 2011; Gliickler, Meusburger, & El Meskioui, 2013). Whereas knowledge
represents the practice of knowing, knowledge creation emerges from the practice
of learning, the circulation and interpretation of information, cumulative experi-
ence, and cognition (Amin & Cohendet, 2004; Borgatti & Cross, 2003). In this
sense, the dynamics of knowing and learning are fundamentally social and most
often interactive processes (Lundvall & Johnson, 1994). It includes the collective
creation of knowledge as well as its imitation through others. Researchers have
acknowledged learning as a reflexive, interactive, and continuous process of recom-
bining knowledge towards new understanding. However, learning is focused on
more than just the recombination of existing knowledge. Bridging the barriers to
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communication between different communities is important (Nooteboom, 2000),
but so is collective learning across the boundaries of thought collectives to generate
new knowledge for new solutions (Fleck, 1935; Herrigel, Wittke, & Voskamp, 2013;
Punstein & Gliickler, 2020). Knowledge in governance can be seen as both an input
and a collective outcome that is newly created (Hess & Ostrom, 2007). The joint
learning process reinforces the positive aspects of interdependence among other-
wise loosely coupled actors.

Both knowledge and learning are contextual rather than universal (Bathelt &
Gliickler, 2011; Meusburger, 2008), which makes effective governance processes a
truly complex challenge. Knowledge is hard to store or accumulate and difficult to
value. The production of knowledge and recognizing its value (utility) in common
depend on the social and spatial context. Governance is always an arranged rela-
tional practice. The authors of much of the economic governance literature refer to
governance arrangements as ‘“‘mechanisms.” These include markets, hierarchies,
and relational contracts (Williamson, 2005). Others also include networks as gover-
nance arrangements (Keast, 2016; Powell, 1991). The economic arguments, how-
ever, often remain very abstract and are therefore difficult to relate to the common
usage of the concept in other disciplines. In the following, we elaborate on the
reflexive relationship between knowledge and governance in more detail and divide
the book into three parts. The authors of the first two parts refer to the role of knowl-
edge for governance. Whereas those of the first section discuss how knowledge
enables governance organization, those of the second analyze how knowledge for
governance influences its impact and efficacy. In turn, the third part is a collection
of conceptual and empirical contributions that discuss how governance affects
learning processes and how it generates new knowledge to solve collective prob-
lems. The individual book chapters complement each other thematically and with
their analytical emphasis on specific problems of coordinating collective actions.

How Knowledge Enables Governance

The development and implementation of effective governance solutions often
requires bringing together distinct knowledge about the collective problem. A pre-
cise definition of the problem is often not possible from the very beginning and thus
becomes an explicit goal of the governance process. Knowledge can be mobilized
and recombined either by drawing on the experience of the actors involved in gov-
ernance, which often includes those affected by the collective problems, or it can be
incorporated as proven expertise provided by outsiders. Expert knowledge is par-
ticularly important for governance if the actors involved have not yet made it clear
how their different and sometimes conflicting interests relate to each other. This is
particularly evident, for example, in the principles Ostrom (2005) has suggested for
the appropriate design of the governance of collective goods. The character of col-
lective goods becomes particularly evident with many natural, renewable resources,
which are threatened by overexploitation, that is, when actors prioritize the pursuit
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of individual profit over collective gains (Hardin, 1968). Knowledge about the prop-
erties of these resources, the periods of their renewal, their location in space, and
their accessibility for exploitation are a prerequisite of resource governance. In
addition, knowledge about the constellation of actors involved in the use of the
resources as well as knowledge about the possibilities to monitor and sanction those
who direct their behavior against the collective gain relevance. It helps actors to
assign roles and responsibilities in governance processes. Knowing the institutional
context (Gliickler, 2020; Gliickler, Punstein, Wuttke, & Kirchner, 2020) allows
actors to establish governance practices that are coherent or complementary with
legitimate mutual expectations (Boyer, 2005). Institutions provide and impart
knowledge for governance in their own specific way.

The authors of the book’s first part illustrate and discuss the extent to which
knowledge is a prerequisite for governance. Questions of the sources and the quality
of available knowledge inputs pave the way to assess the appropriateness of differ-
ent types of knowledge for a specific governance case. Not all knowledge is suitable
for usage and valorization in governance. Knowledge for governance is often sub-
ject to doubts on the part of certain participating actors, a circumstance that must be
taken seriously in the design of a governance process. In the five chapters forming
this part of the book, the contributors tackle four important yet empirically con-
tested ways in which knowledge becomes a crucial resource and prerequisite for
governance: (i) the availability and control of knowledge for governance (see
Chap. 2 by Lipo, Mischen, and Hunt), (ii) the manipulation of the content and inter-
pretation of knowledge (see Chap. 3 by Scott), (iii) the varying relevance of differ-
ent types of knowledge for governance (see Chap. 4 by Stehr and Chap. 5 by Renn),
and (iv) the differences in legitimacy of those who know (see Chap. 6 by Bell and
Hindmoor). These five sets of contributors deal with these aspects from different
perspectives of disciplinary governance research.

In the second chapter, Carl P. Lipo, Pamela Mischen, and Terry L. Hunt empha-
size the importance of having sophisticated knowledge about a resource’s availabil-
ity and the characteristics of its place of origin in order to be able to manage it
sustainably. They use the example of prehistoric Rapa Nui to demonstrate how
humankind wrestles place dependently over issues of governance by developing
capabilities to survive on an isolated island with scarce resources. Ever since their
arrival on Easter Island (now belonging to Chile), the Rapa Nui have been con-
fronted with uncertainties about global climate change and fluctuating resource
stores. Lipo, Mischen, and Hunt argue that whereas the case of prehistoric Rapa Nui
has often been treated as a warning about human-caused ecological catastrophe,
new archaeological and multidisciplinary findings indicate that land use on Easter
Island had been sustainable during its prehistory until the Europeans arrived. In
retrospect, the governance practices collectively applied at Easter Island appear to
have been highly innovative and locally appropriate. These findings point to the
potential of alternative action models and new governance structures. The authors
further show that scientists who analyze governance cases must constantly reassess
their own knowledge.
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Actors utilize different techniques to control knowledge for governance.
Discursive knowledge (van Dijk, 2014), for example, influences the contents and
contested negotiations in governance processes. Knowledge can be manipulated
with certain modes of communication. Rule-based routines (Becker & Knudsen,
2005; Ostrom, 2000) are a way of collectively preserving knowledge and facilitat-
ing decision making in governance. However, they must first often be discovered
and adjusted to each other. In the third chapter, Michael Scott analyzes how knowl-
edge as well as particular opinions can be specifically controlled in governance
processes in order to reach agreement and influence results. Drawing on empirical
cases of coastal property developments in South Australia, he investigates how key
actors in land-use governance—such as developers, planners, politicians, and scien-
tists—reflexively deploy “techniques of neutralization” to deflect critiques and
manage opposition to contentious new developments. Scott explores how actors use
these techniques to draw on particular spatial metaphors and images to suggest that,
somewhat ironically, a tacit metatechnique is to neutralize the projected environ-
mental risks to coastal space through narratives of time. Awareness of the usage of
these techniques is a valuable knowledge input for governance on its own.

The manner in which knowledge is made relevant, structured, communicated,
and exploited is shaped by its source. The contributors of the two subsequent chap-
ters focus on the way in which governance processes become both a competition
among ideas and a contest regarding what may count as legitimate. In the book’s
fourth chapter, Nico Stehr highlights how important scientific knowledge is a pre-
requisite for effective climate policy. He critically illustrates how local, regional,
and national actions related to climate deliberately ignore the expertise of scientists
and unacceptably limit the effectiveness of climate policy. On this basis, he diagno-
ses the failure of large social organizations to respond in a timely fashion to the
progress of climate change knowledge, an observation that he denotes as “inconve-
nient institutions.” The sense of political ineffectiveness felt especially among cli-
mate scientists provokes a strong disenchantment with democratic governance. As a
result, he proposes that political action based on principles of democratic gover-
nance be abandoned. Stehr concludes that such a view is mistaken and calls instead
for better democratic processes.

In a similar direction and with regard to risk governance, Ortwin Renn argues in
the fifth chapter that scientific knowledge does not provide answers to everything.
Instead, in many cases it is ambivalent and uncertain and cannot grasp every aspect
of a collective action problem at once. In his conceptual contribution, he argues that
risk governance is above all about organizing communication processes so that con-
stant knowledge inputs can feed and reproduce an ongoing learning process. Renn
introduces the concept of risk governance developed by the International Risk
Governance Council in Geneva, which provides guidance for constructing compre-
hensive assessment and management strategies to cope with risk. It integrates three
types of scientific input: classic, curiosity-driven research; strategic, goal-oriented
research; and catalytic, process-related investigations. He demonstrates how these
three knowledge pools can help risk assessors and managers to better understand
complex risk situations. In many governance cases, expert and scientific knowledge
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seem to have interpretive sovereignty. The authors of recent studies illustrate, how-
ever, that governance failure is likely if social stakeholders, who are invited to par-
ticipate in governance processes alongside experts from scientific fields, find that
their practical knowledge is ignored or undervalued (e.g., in cases where their expe-
rience is affected by unsolved collective goods problems; cf. also Chap. 18 by
Herrigel in the third part of this book).

For some collective action problems, (scientific) knowledge does not exist in the
first place, either because the collective problem represents a new phenomenon or
because it is one that only evolves progressively. In this case, actors must rely on
experiential knowledge. In Chap. 6, Stephen Bell and Andrew Hindmoor discuss
how failures incurred by previous decisions are an important source of learning in
governance that can make it possible to improve the coordination of collective
action. Drawing on the phenomenon of systemic risk in financial markets that
occurs when financial actors collectively (if inadvertently) bring on a major finan-
cial crisis through the withholding of credit and asset fire sales, they focus on coor-
dinated efforts to prevent such calamities. Using the European debt crisis as an
empirical example, they show that where appropriate knowledge and governance
arrangements can be put in place, collective action may be arranged to help prevent
the uncertain crystallization of systemic risk.

The authors of the five chapters in the first part of this book show not only how
important knowledge is as a prerequisite for governance; they also demonstrate that
knowledge, and its interpretation, is not free of mistakes. Actors often purposively
manipulate or unintentionally modify knowledge by discourse and normative
intervention.

How Knowledge Drives the Effectiveness of Governance

Due to the context-specificity of knowledge and the many alternatives for organiz-
ing governance over time, similar and comparable knowledge inputs can often yield
different results. The second part of this book, therefore, contains a series of five
chapters that, despite differences in their research questions, all help reveal how
knowledge drives the very efficacy of governance. These chapters’ authors focus on
the way in which the level of knowledge and expertise effects governance outcomes
(see Chap. 7 by Avellaneda, Bello-Gémez, and Olvera). Contributors variously
focus on the type of knowledge, such as restriction on only one domain (see Chap.
8 by Handke); the adaptation of knowledge to local contexts (see Chap. 9 by Knox-
Hayes, Hayes, and Hughes); the limitations of knowledge in breaking up ineffective
governance (see Chap. 10 by Pohlmann and Valarini); and the way in which knowl-
edge of governance structures can improve legitimacy relations among governance
actors (see Chap. 11 by Gliickler).

In Chap. 7, Claudia N. Avellaneda, Ricardo Andrés Bello-Gémez, and
Johabed G. Olvera assess the impact of differential levels of knowledge on gover-
nance. To this end, they look at the local level of communal politics in Mexico and
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Colombia, where recent efforts to decentralize responsibilities have produced
diverse results. Empirically, they are interested in how mayors’ wide range of tech-
nical training (codified knowledge) and experience (uncodified knowledge) steer
official action towards locally improved development. Depending on the context,
decision makers’ specialist knowledge and experience can have very different
effects. Indeed, sometimes their actions make no difference whatsoever. With their
findings, they caution governance researchers from generalizing results. What
drives performance in one country may not have the same explanatory power in
another country.

In Chap. 8, Michael Handke looks at how the use of knowledge from just one
rigid domain can blind actors to possible new solutions for solving collective action
dilemmas. He argues that unilaterally quantified knowledge about forest fire risks in
Chile fails to capture the spatiotemporal diversity of this very context-specific risk.
Whereas some big private companies consider hierarchical risk control and making
use of the insurance market to be cost efficient, small forest owners in Chile do not
have the same access to this form of risk management due to its high demand on
technical knowledge and organizational competences. On the regional scale, where
actors perceive forest fires as a collective problem, this leads to negative external
effects and social conflicts. Handke assesses the strengths and weaknesses of inter-
acting hierarchical and market forms of risk management and pleads for a geo-
graphical approach to risk governance. He demonstrates that current risk
management practices explicitly decontextualize detailed geographical knowledge
of forest fire risks. Localized knowledge of the causes and effects of forest fire risks
thus gets lost in the process.

In Chap. 9, Janelle Knox-Hayes, Jarrod Hayes and Erik-Logan Hughes suggest
that knowledge inputs in governance must be adapted to local regulatory and insti-
tutional conditions, questioning the doctrine of placeless perfect markets.
Empirically, they illustrate how markets have to be contextually designed in order
to be effective. Using the example of markets for CO2 certificates that are estab-
lished around the world and that the Kyoto Protocol incentivizes as the dominant
mechanism for mitigating climate change, they analyze how textbook knowledge
about the functioning of markets needs to be given context-specific value. They
conclude that international efforts to promulgate market mechanisms run up against
local cultures of markets that shape economic practices and knowledge to different
degrees. Markets are enacted via political processes entailing different amounts of
public, stakeholder, and expert involvement and varying levels of trust in techno-
cratic government agencies, private firms, and scientific authority. Market cultures
highlight issues at the interface of political and economic governance, including
issues of citizen, state, and industry participation, and the materiality of economic
and financial productivity.

In some circumstances, however, any governance effort to solve problems of col-
lective action may fail completely. Long-established practices of coordinating inter-
ests in society can turn out to be institutionally encrusted so that new impulses for
governance remain ineffective. In Chap. 10, Markus Pohlmann and Elizangela
Valarini analyze anticorruption governance in Brazil. By carrying out content
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analyses of court files on corporate crime and the involvement of the public sector,
they show how systemic institutional encrustation undermines changes in gover-
nance practice. Even with new knowledge for governance—in this case the imple-
mentation of rigid international standards for good governance—corruption persists,
with far-reaching consequences for Brazil’s development.

Finally, knowledge about governance itself helps actors assess, improve, or adapt
governance models in a particular context. If governance refers to the purposive
coordination of collective action between interdependent stakeholders, then meth-
ods of social network analysis can be helpful to map and analyze the structure of
social interactions that reflect the “lived” practices of coordination and deci-
sion making. At this intersection, governance theory and network theory offer space
for crossfertilization (Gliickler, Lazega, & Hammer, 2017). Not only do social net-
work researchers offer useful methods to identify the patterns of relations among
sets of actors; they also provide valuable theories on how specific positions within a
network, and how specific formations of whole networks, facilitate certain social
outcomes such as innovation, social support, and solidarity or other types of prob-
lem solving (e.g., Kilduff & Tsai, 2003; Knoke, 2012). In Chap. 11, Johannes
Gliickler goes beyond viewing networks as a governance mode (Podolny & Page,
1998; Williamson, 1991) to examine how the lived practice of governance in a net-
work actually conveys legitimate and acceptable collective coordination. He
advances the concept of lateral network governance in the empirical context of
organized networks, in which firms pool resources and join their interests in the
pursuit of common goals. To solve the puzzle of how independent equals commit
themselves to coordinating their actions, Gliickler proposes overcoming the tradi-
tional dualism between formal and informal mechanisms of governance. He con-
ceives lateral network governance as a structure for the legitimate delegation of
decision making and develops a social network analytic approach to assessing the
relational distribution of legitimacy, utilizing two case studies of interfirm network
organizations to illustrate the extent to which the actual legitimacy distribution
diverges from formal governance authority.

How Governance Affects Learning and Innovation

In part three of this volume, the contributors invert the perspective given in the pre-
vious chapters and reveal how governance also affects the creation and adoption of
knowledge. In five chapters, each from a different angle, they show that learning in
governance takes time and needs to be actively organized (see Chap. 12 by
Niemeyer), that it requires a minimum degree of flexibility to allow learning from
mistakes during the organization of the process (see Chap. 13 by Schultz, West, and
Floréncio), and that the outcome of learning processes depends in part on whether
organizations have the capacity to act under fragmented responsibilities (see
Chap. 14 by Raab, Kenis, Kraaij-Dirkzwager, and Timen) or are able to link collec-
tive learning to institutional collective action (see Chap. 15 by Kim, Swann, and
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Feiock). In addition, fragmentation seems to facilitate learning outcomes. Learning
also occurs in the course of the renegotiation of power, which may in turn change
the meaning of knowledge (see Chap. 16 by Hayter and Clapp).

Contemporary collective challenges, such as global environmental change, can-
not be dealt with by drawing on the knowledge of one generation alone. In Chap. 12,
Simon Niemeyer argues that in order to overcome global dynamics, individuals
must adopt an open and humble deliberative attitude to be able to accelerate the
assessment of uncertain and complex collective issues. He draws evidence from
small-scale settings characterized by deliberative minipublics, in other words, orga-
nized communication processes at the microlevel of governance. In group meetings
and organized face-to-face situations, actors incrementally pass on knowledge and
views on climate change to other governance participants. Perceptions change
depending on the group affiliation. The observed mechanisms can be “scaled up” to
inform possibilities for wider reform of the processes governing the uptake and use
of knowledge.

Flexibility in the organization and coordination of governance stakeholders can
accelerate the learning process. In Chap. 13, Lisen Schultz, Simon West, and
Claudia Floréncio argue that actors in learning situations must be allowed to make
mistakes in order to adapt to heterogeneous contexts. They call this adaptive gover-
nance. Focusing on the people, practices, and politics involved with adaptive gover-
nance in the Global South, they use the administration of the Kruger to Canyons
Biosphere Region in South Africa to show that the practices for generating knowl-
edge, sharing information, collaborating, and responding to change emerge as play-
ers navigate tensions between diverse values, norms, and routines. Focusing on the
way that people, practices, and politics monitor and prevent poaching highlights
how adaptive governance is situated and involves agency, meaning, and creativity.
In this respect, successful governance often requires changes to existing institu-
tional structures: “The governance concept points to the creation of a structure or an
order which cannot be externally imposed but is the result of the interaction of a
multiplicity of governing and each other influencing actors” (Kooiman & van Vliet,
1993, p. 64).

Although actors involved in governance orient their actions towards a common
goal, this does not rule out the possibility that their interests diverge. The manner in
which individual interests are reflected in governance can influence the effective-
ness of learning processes. In Chap. 14, Jorg Raab, Patrick Kenis, Marleen Kraaij-
Dirkzwager, and Aura Timen examine organizations’ capacity to act under
fragmented responsibility. They focus on the risk of epidemic catastrophes and
demonstrate that involved actors perceive knowledge and timely information about
the spread of viruses differently, ultimately hindering interorganizational learning.
They demonstrate how the organizational network governance approach can gener-
ate information necessary for specific organizational players to limit the transmis-
sion of a virus and its impact.

In contrast to this, Serena Y. Kim, William L. Swann, and Richard C. Feiock
demonstrate how the capacity for organizational learning can be collectively sup-
ported even in situations of conflicting interests. In Chap. 15, they argue that greater
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knowledge about collaboration and more information about partners enables actors
to better deal with collaboration problems, heterogeneous preferences, and weak
institutions for collaboration. In their conceptual contribution, they posit three path-
ways that link collective learning to institutional collective action and put forward
propositions as to how such learning can reduce collective action dilemmas and
enhance future collaboration. In the first path, collaborative choices and outcomes
affect collective learning. In the second path, collective learning directly mitigates
collaboration risks and in turn alters the choice of integrative mechanism. In the
third path, collective learning moderates the relation between the collaboration situ-
ation and risks—that is, collective learning has greater impact in situations charac-
terized by highly fragmented, specialized, and multifaceted contexts than in
low-complexity situations.

The reflexive relationship of knowledge and governance is particularly evident in
those cases in which knowledge enters both as an input to governance and evolves
as an improved outcome in the course of the governance process. In Chap. 16, Roger
Hayter and Alex Clapp look at conflicts over forest and timber resources in British
Columbia, analyzing how stakeholders with different geographical presence and
influence continuously renegotiate the societally accepted values of these resources.
Negotiations are part of the governance process and lead to a remapping of the rela-
tionship between economy and society. Hayter and Clapp interpret remapping in
British Columbia as an attempt to transform the commodity-driven and shareholder-
oriented forest management associated with Fordism into more locally diverse
forms of governance as part of a post-Fordist, techno-economic paradigm. This
remapping goes hand in hand with institutional thickening, in other words, a process
to bring together opposing parties to exchange views and develop respectful rela-
tionships and to implement new forms of governance. Stakeholder remapping is not
just a practice, but also a result of governance. The authors of this book’s last three
contributions all place industrial innovation at the center of their analysis as the
result of planned governance efforts. In Chap. 17, Christian Binz and Bernhard
Truffer suggest that technological innovation increasingly depends on multiscalar
actor networks and institutions. They criticize perspectives on innovation that
bracket the problem of scale and focus exclusively on discrete spatial units (regions
or countries) that both act as agents structuring innovation governance and serve
effectively as containers providing institutional conditions for success. Instead, they
elaborate on the recently formulated Global Innovation Systems approach, which
enables researchers to capture the emergence of system resources across spatial
scales. With this framework, Binz and Truffer emphasize that beyond the focus on
knowledge generation, a better understanding of “valuation” processes is necessary
to guide governance structures for generating new technologies and products.

Complementarily to this, Gary Herrigel in Chap. 18 explores a particular form of
MNC governance practices within interlinked global production clusters producing
identical end products in different markets. Because diffusion of these clusters is
accompanied by significant operational uncertainty, Herrigel claims that many
emergent MNC governance practices have an experimentalist character. Stakeholder
inclusive teams at the center provisionally set product standards and performance
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metrics that are then appropriately and transparently modified by local teams, often
resulting, through formal justification procedures, in the modification of the initial
central standards and metrics. Recursivity in knowledge flow and practice diffuses
learning and innovation throughout the MNC. Movement towards experimentalist
governance in MNCs exists but is neither seamless nor uncomplicated. Three sorts
of obstacles are most common—hierarchical insulation, stakeholder exclusion, and
inadequate empowerment resources for participants. These obstacles exist not only
ex ante, as firms attempt to construct formal experimentalist systems and implement
them throughout their global operations; they also are continually regenerated by
the experimentalist dynamics themselves. In order to prevent such obstacles from
paralyzing the global process of recursive learning, MNCs are developing an array
of destabilization mechanisms that systematically undermine insulation and exclu-
sion strategies within the global firm and reconstitute the deliberative experimental-
ist learning process.

In the final chapter of this volume, Nebahat Tokatli explores the innovation pro-
cesses in the flat-glass industry, questioning the extent to which interfirm networks
facilitate innovation over a long period of time. Ultimately, Toklati argues that net-
works lose influence on innovations in the course of the evolution of an industry.
When it comes to the secondary processing of flat glass, the assets of innovation are
now much more dispersed (locally and globally) than they were before. In addition,
contexts in which individual products and processes draw on multiple internal and
external sources of technology are now becoming more and more pervasive in the
secondary processing of glass.

Governance and Geography

Governance fulfills tasks in a wide variety of fields and across a variety of spatial
scales. One of this book’s key arguments is that governance cannot be conceived as
a placeless category (Gliickler, Rehner, & Handke, 2019). Geography and space are
important in at least two respects, again reflecting the logic of reflexivity: First,
space is a context for governance. Material conditions as well as social relations and
institutions are often place-specific and thus pose particular conditions and require
specific adaptation for governance to be effective. A seemingly universal, a-spatial
governance blueprint will yield differential effect in different places. Therefore, we
claim that governance theory is unlikely to yield general solutions that convey opti-
mal outcomes at any place and any time. Second, and conversely, space is an object
of governance, and governance creates spaces. Governance has implications for the
geographical boundedness (jurisdiction) as well as the quality of opportunities and
constraints of actors. Governance may also generate geographical spillover effects
on other actors not directly involved in the process, both locally and in other places
(e.g., climate change, financial crises, forest fire risk, or environmental pollution).
The relation to space is not only about locality but also about relations between
regions and across scales. For instance, governance can resolve local dependencies
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and combine them with action in other places, as in a local environmental move-
ment’s cooperation with a global NGO, in order to develop greater impact on
the ground.

The first relationship between governance and space becomes clear simply by
the fact that actors, collective action, and collective problems are situated and
bounded in geographical contexts. Governance actors must respond to the specific
physical, social, political, and institutional contexts in particular places in order to
address conflicts of interest and collective action problems for a common good. The
traditions of governance research differ fundamentally in the way in which they
conceive the actors and the roles ascribed to them (Knill & Lehmkuhl, 2002; Peters,
2014). Governance can be driven forward by self-organizing, autonomous stake-
holders (Gardner, Ostrom, & Walker, 1992; Rhodes, 1996) who coordinate their
collective actions in a targeted manner, especially at the local or regional level,
where interactions are particularly visible and manageable. Governance is also
about differently organizing the relations between the state and civic actors (Bell &
Hindmoor, 2009). The role of states in governance is no longer limited to regulation
in the legal territorial area that they supervise. It ranges from direct alliances with
multiple stakeholders (Osborne, 2000) to its action as the “shadow of the hierarchy”
(Héritier & Lehmkuhl, 2008). Governance is acknowledged to create its own insti-
tutional space.

Several contributors to this volume take geographical location as the starting
point for their governance analysis. They either refer to problems in dealing with the
accessibility and exploitability of spatially distributed collective resources, such as
agricultural land in the confined space of Easter Island (see Chap. 2 by Lipo et al.),!
or they highlight the spatial dimensions of risks, as in the case of forest fires in
Chile, which threaten larger groups in society (see Chap. 8 by Handke).? Space is a
suitable category for locating collective problems, even where many problems
transgress the conventional distinction between local and global. Researchers use
the geography of governance to not only look at the diversity and relations between
places, but also at the interdependencies across spatial scales. Often, governance
cannot be restricted to just one scale but requires the analysis of several scales and
of the interrelations across them. Several contributors to our book, for example,
address the challenges of mastering global climate change in context-specific ways
(see Chap. 9 by Knox-Hayes et al., Chap. 12 by Niemeyer, and Chap. 4 by Stehr).

Other contributors elaborate on the second relationship between governance and
geography, how collective interactions make and transform geography. Space is the
place in and through which knowledge is generated, to which certain knowledge is
bound, and from which it is intentionally exploited. Situated action and spatial
social relationships influence the functionality of governance (see Chap. 12 by
Niemeyer and Chap. 10 by Pohlmann and Valarini). Individual actors and their

! Also forest landscapes and timber resources in Canada (see Chap. 16 by Hayter and Clapp).

2 Also the spread of infectious viruses (see Chap. 14 by Raab et al.) or coastal regions affected by
rising sea levels in Australia (see Chap. 3 by Scott).
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levels of impact can be taken as the starting point for a deeper analysis. Influences
on their decisions and actions, however, come from many other dimensions that
governance research must take into account. Several authors analyze how localized
collective coordination problems affect innovations for global markets and recog-
nize the disadvantages of location-bound and one-sided hierarchical or market-
based forms of governance (see Chap. 17 by Binz and Truffer, Chap. 18 by Herrigel,
and Chap. 19 by Tokatli).

A comparative empirical approach on governance research creates new analyti-
cal opportunities. Researchers should put particular emphasis on analyzing gover-
nance cases to assess the utility of and fit with fundamental governance models, and
on designing and adapting appropriate contextual solutions (Gliickler et al., 2019).
In addition, by constant collection and comparison of governance cases, researchers
are sensitized to the experience that general models perform differently in different
situations, that similar governance challenges can be met with different models, and
that well-designed governance processes can fail or have unintended
consequences.

Conclusion and Questions Ahead

Governance emerged as a scholarly preoccupation, historically, as the post-World-
War-II global order began to fall into crisis in the 1990s. Bureaucratic mechanisms
deployed by the state (planning) and by corporations (managerial hierarchies/verti-
cal integration) were revealed to be overly rigid and unsustainable. Global competi-
tion and pressures for nearly permanent innovation as well as natural hazards and
growing environmental impact of social and economic activities together destabi-
lized roles, industries, and regions, while simultaneously placing a high value on
flexibility. Traditional top-down command and control bureaucracy was simply
overwhelmed by the new conditions. At the same time, despite great ideological
enthusiasm, it quickly became clear that market mechanisms alone were nearly
always incapable of maintaining stable and equitable coordination. Competition
frequently broke down as players undercut one another to improve (or maintain)
their position, whereas social and environmental collateral damage from market
action generated pushback from many affected quarters. The result has been perva-
sive exploration of modes of coordination that subsume, abandon, and sometimes
transcend both bureaucratic and market forms of social ordering. The authors of this
volume demonstrate quite clearly how governance arrangements today can come in
a remarkable array of guises and in ways that transgress traditional, formerly very
reliable, analytical oppositions between public and private, bureaucracy and market,
national and transnational, political and economic—and so on.

Although we do not pretend to present a comprehensive overview of governance
in this volume, the essays here do show how plastic and wide ranging the problem
of governance has become. The chapters’ authors discuss a remarkably diverse
range of governance concepts and techniques. These concepts include corporate
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governance (see Chap. 17 by Binz and Truffer), network governance (see Chap. 11
by Gliickler), adaptive governance (see Chap. 13 by Schultz et al.), deliberative
governance (see Chap. 12 by Niemeyer), risk governance (see Chap. 6 by Bell and
Hindmoore, Chap. 8 by Handke, and Chap. 5 by Renn), and environmental gover-
nance (see Chap. 4 by Stehr, Chap. 3 by Scott, and Chap. 9 by Knox-Hayes et al.),
governance by experimentalism (see Chap. 18 by Herrigel) as well as good gover-
nance (see Chap. 7 by Avellaneda et al. and Chap. 10 by Pohlman and Valarini). In
the governance cases presented, civil society (see Chap. 16 by Hayter and Clapp
and Chap. 2 by Lipo et al.), the state (see Chap. 15 by Kim et al. and Chap. 14 by
Raab et al.) and the private sector (see Chap. 18 by Herrigel and Chap. 19 by Tokatli)
perform different roles with different levels of divisions of labor.

Very broadly, the essays in this volume permit a number of theoretical and
loosely empirical observations that can be explored in future research. To start with,
its contributors indicate that governance can be profitably arranged along two
dimensions. First, governance refers to efforts on the part of interdependent actors
(however constituted) to resolve social, economic, or political problems that have
been either jointly defined or commonly agreed upon. Second, space and knowl-
edge are two crucial parameters for governance. Knowledge gives content to and
drives practice, whereas all forms of action both unfold in and construct space. In
future, researchers need to explore the relationship between power and knowledge
within governance practices. In particular, to what degree is “jointness” in the iden-
tification of coordination difficulties compatible with power asymmetries? Can col-
laborative governance, dependent upon input from affected stakeholders, be
imposed from above, either by states or corporate management (say, in the gover-
nance of their supply chains)? To what degree are the more traditional governance
mechanisms of hierarchy and market still salient in contemporary governance
arrangements and coordination practices?

Along the same lines, the essays here not only serve as testament to the centrality
of knowledge in contemporary economic and social life, but also reveal consider-
able ambiguity about the scope and limits of knowledge for governance. How much
knowledge is enough? Can coordination be sustained while important knowledge
carrying players are excluded from the design and practice of governance arrange-
ments? What are the limits of inclusivity for the identification of joint problems and
goals for associated actors? More broadly, must researchers explore the extent to
which governance arrangements can exclude forms of knowledge from entering
into participant governance deliberations? How can actors make governance prac-
tices more robust and sustainable, capable of accommodating a broad range of chal-
lenges and innovations? Similar questions can be posed about space: How fungible
are the spatial dimensions of governance? Researchers must more thoroughly
examine the extent to which space acts as a constraint on the construction of gover-
nance arrangements, and the extent to which the search for stable coordination
recasts social interaction spatially.

Finally, two other aspects of the governance discussion in this volume emerge as
crucial for future work. First, uncertainty, driven by competition, on-going organi-
zational and technological innovation and collateral political and social
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recomposition, is a crucial environmental condition for understanding contempo-
rary governance efforts. To what extent do those making governance arrangements
seek to accommodate themselves to this uncertainty? That is, how are practices
arranged in such a way that continuous innovation and “dynamic capabilities”
(Teece et al., 1997) are the outcome of governance? Alternatively, is it possible for
interconnected players to construct governance arrangements that insulate them
from uncertainty? Secondly, reflexivity, in other words, the organized practice of
observing the outcomes of coordinated action and adjusting rules and roles in social
coordination in light of those observations, is an emergent and crucially important
area for analytical attention. Crises come when old arrangements for governing
coordination no longer function and alternative forms of coordination have yet to be
created. What kinds of creative search and recombinatory processes do actors
deploy to overcome crisis and reestablish stable governance? Can such search and
learning processes be organized in a systematic manner, such that disruptive and
paralyzing crises can be avoided? These and other questions indicate some of the
directions for future research in a promising and growing field of transdisciplinary
scholarship whose participants aim to help solve collective action dilemmas in envi-
ronmental, social, political, and economic contexts.
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Chapter 2

Lessons from Rapa Nui (Easter Island,
Chile) for Governance in Conditions
of Environmental Uncertainty

Carl P. Lipo, Pamela Mischen, and Terry L. Hunt

It amazes me how people are often more willing to act based on little or no data than to use
data that is a challenge to assemble. (Robert J. Shiller, Economist (Heins, 2010))

Over the past several years, a group of islanders living on a remote and tiny island
in the corner of the southeastern Pacific Ocean have been wrestling with complex
but fundamental issues of governance. The island of Rapa Nui (Easter Island, Chile)
is just 161 km? with a resident population of about 6600 people as of 2016 (see
Figs. 2.1 and 2.2). After more than 130 years of Chilean rule—located more than
3600 km away across the sea—islanders have been working to establish a gover-
nance system to equitably manage the island’s cultural and natural resources while
also addressing the overlapping sets of authority that stem from family groups, a
series of 10 clans (mata), resident-elected town government officials, a provincial
governor appointed by the Chilean President, and numerous Chilean agencies at the
provincial and national levels. Although the island has been a sovereign territory of
Chile since 1888, challenges to the overarching colonial structure of governance
have been growing over the past several decades, as islanders have moved from
addressing voting rights in the 1960s (Tector, 2014), to referendums for decoloniza-
tion in the 1980s (Delaune, 2012, p. 129), to the first native governor appointment
in 1984, to its status as a special territory in 2007, to calls for complete autonomy,
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Fig. 2.1 Location of Rapa Nui in East Polynesia. Source: Design by authors

demonstrations, and open conflict in 2010-2012 (COHA, 2011; Delaune, 2012;
Warren, 2011). The most recent step towards reshaping island governance has been
the establishment of Ma’u Henua, a Native Rapa Nui organization that recently
assumed administration of the large portion of the island comprising the National
Park and formerly under the Chilean National Forest Corporation (i.e., CONAF).
Efforts to change Rapa Nui’s governance structure are particularly timely given
present and growing threats to the island’s resources. With increasing numbers of
flights and cruise ship visits, the annual number of visitors to the island has surged
to more than 60,000 (CODEIPA, 2015), with expectations of significant increases.
Such increased numbers have resulted in greater use of the natural landscape, with
widespread impacts to the archaeological record. In 2008, for example, a Finnish
tourist broke a portion of an ear from one of the island’s iconic statues, a moai, cre-
ating an international incident (Barfelz, 2011). These kinds of events have led to
greater efforts to restrict access to archaeological features and keep tourists from
damaging the cultural resources they come to see. In addition to rising visitor num-
bers, the island’s residents grew from about 3000 to nearly 4000 between 1992 and
2002, and the current 6600 has surpassed predictions of just a few years ago
(Biblioteca del Congreso Nacionale de Chile, 2015). The population growth has
resulted in many new houses in the town of Hanga Roa and its surrounding area,
concerns over the growing number of cars and traffic, as well as an expansion of



2 Lessons from Rapa Nui (Easter Island, Chile) for Governance in Conditions... 27

12
Kilometers

—— 20 Meter Contour Intervals
Roads

|:| National Park

Fig. 2.2 The island of Rapa Nui (Easter Island, Chile). Source: Design by authors

hotels and businesses to support tourism. From a resource perspective, the popula-
tion growth places an ever-increasing burden on the freshwater resources that come
from wells, garbage that must be removed or put in landfills, septic systems, energy
requirements, as well as imported fuel, food, and building materials. The impacts to
the island’s resources are occurring at a time when island residents are increasingly
worried about the predicted effects of global climate change (Carabine & Dupar,
2014). To meet such challenges, governance structures must operate efficiently,
effectively, and equitably.

Rapa Nui is a particularly notable case when it comes to identifying strategies for
living on a remote island in the face of tremendous adversity. Over the course of the
twentieth century, Rapa Nui has been promulgated as a case of an island community
whose poor decisions ultimately led to environmental and demographic catastro-
phe. Although this perspective is derived from narratives of the earliest Europeans
who visited the island in the eighteeth century (Hunt & Lipo, 2011), the idea that
Rapa Nui’s past represents a case of failure of governance remains strong in popular
culture. Part of this popularity comes from the work of Jared Diamond via his vari-
ous essays (e.g., Diamond, 1995) and his book Collapse: How Societies Choose to
Fail or Succeed (2005). The popularity of this notion has also led many scholars to
offer Rapa Nui as an exemplar case for potential future human population growth
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coupled with dwindling natural resources (e.g., Erickson & Gowdy, 2000; Foot,
2004; Nagarajan, 2006). In these cases, Rapa Nui is used to illustrate what happens
if communities fail to consider the long-term consequences of their actions, and that
if we are to avoid the same fate as Rapa Nui, we (i.e., contemporary Western societ-
ies) need to avoid making the same kinds of mistakes. One key assumption embed-
ded in this logic is that prehistoric Rapa Nui was a failed governance system—a
community that made the wrong choices and thus provides a warning for the future
(Flenley & Bahn, 2003). Given that the governance of Rapa Nui is moving toward
more traditional forms of governance, the veracity of our knowledge of Rapa Nui’s
past is critical for understanding the possibility of success in the future.

In this chapter, we explore how knowledge informs governance in general and
why understanding the foundations for knowledge is critical to effective governance
systems. We present the changing face of modern Rapa Nui governance that points
toward a move to more traditional forms of governance. Based on this discussion,
we examine the logic that supports the notion of Rapa Nui as a case of environmen-
tal and demographic catastrophe. We then review how new research has drastically
reshaped our understanding of Rapa Nui prehistory. Based on this new information,
we reconsider how the people of Rapa Nui are changing their governance to suit the
community’s new challenges. We suggest that a better understanding of the role of
knowledge in governance potentially re-shapes our assumptions about strategies for
the future and how we can engineer governance systems to consider new and chang-
ing information.

Governance and Knowledge

As social communities, we are challenged to make effective decisions that have
future impacts. Much of the difficulty that surrounds systems of decision-making
comes from the uncertainty associated with the knowledge upon which decisions
might be based: The greater the uncertainty, the more difficult the decision. People
often use policy to guide their decisions and by doing so assume a degree of veracity
of a priori knowledge with the hope that their decisions will have a greater likeli-
hood of achieving some desired outcome. For example, policymakers use experi-
ence with the incidences of forest fires and the conditions that cause them to guide
policy about building requirements and fire break maintenance. The degree to which
one can make decisions based on knowledge comes from one’s understanding of
risk (i.e., events for which one can calculate the odds) and minimizing uncertainty
(i.e., events for which one lacks sufficient information to accurately calculate the
odds (Knight, 1921)). Uncertainty arises in situations where the number of factors
leading to an outcome are unknown, too numerous, and/or too complex based on
current systems understanding. Although decisions based on an assessment of risk
are typically made by balancing the odds, costs, and potential returns, uncertainty
can only be mitigated through the generation of knowledge. The more one knows
about a phenomenon and its explanation, the lower the degree of uncertainty and the
better one’s decision-making can be.
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It is in this way that knowledge and its creation are critical features in the opera-
tion of effective governance. Traditionally, governance is viewed as “the process by
which a society or organization steers itself”” (Rosell, 1999, p. 1). For the purposes
of this chapter and to accommodate contemporary and archaeological contexts, we
must establish a definition for governance that contains the necessary and sufficient
conditions for all forms (i.e., observed and inferred from archaeological evidence).
Here, we combine a cultural framework from cultural inheritance theory (e.g.,
Eerkens & Lipo, 2007; Laing, 2008; Richerson & Boyd, 2005) with mechanisms
that favor pro-social behaviors on the scale of groups (Bowles, Choi, & Hopfensitz,
2003; Henrich, 2004). For our discussion, governance is thus defined as the cultur-
ally inherited rule set for individual and group behaviors that serve to benefit group
level unit of organization. Based on this definition, the rule set can be explicit (e.g.,
written) and/or implicit (e.g., culturally inherited) and can take a form that is formal
(e.g., laws) and/or informal (e.g., customs). The rule sets are also cultural and
contingency-bound, as governance depends on contingent history as well as the
combination of information used to assemble the rule set. Because information can
change over time, so can governance structures.

Decision-making can happen in one of four contexts: simple, complicated, com-
plex, or chaotic (Snowden & Boone, 2007). Modern day governance occurs largely
within a complex context, which is characterized by flux and unpredictability,
unknown unknowns, many competing ideas, and the need for creative and innova-
tive approaches (Snowden & Boone, 2007, p. 7). The governance of Rapa Nui is no
exception. Governing in complex contexts means recognizing many bases of knowl-
edge. Clarke et al. (2013) argue that in situations such as coastal adaptation to cli-
mate change, science and technical knowledge alone are inadequate to deal with the
system uncertainties and that participatory, local (particularly indigenous) knowl-
edge and a networked approach to governance is preferred.

Governance Structure

Within contemporary forms of governance, knowledge is managed in ways that
depend on the underlying philosophy of governance. The public administration
regime, which emerged during industrialization, produced what we now recognize
as the large governmental bureaucracy. According to Max Weber, “the more compli-
cated and specialized modern culture becomes, the more its external supporting
apparatus demands the personally detached and strictly ‘objective’ expert” (Weber,
1978, p. 216). Other influential perspectives during this time period were scientific
management (Taylor, 1911), which prized efficiency over all else and the separation
of politics and administration (Goodnow, 1900). Taken together, the focus of these
theories was the objectivity of knowledge and its place within large bureaucratic
organizations. Toward the end of this period, theorists came to recognize the issue
of equity (Frederickson, 1971), but remained focused on governmental institutions
as having primary responsibility for the creation of a more equitable state. As time
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passed and large bureaucracies became known as inflexible bastions of red tape, the
public sector began looking to the private sector for answers. Under this New Public
Management (NPM) regime (sensu Osborne, 2010), knowledge shifted from the
bureaucracy to the “customer.” Osborne and Gaebler (1992) argued that as society
became one of knowledge workers, the “one-size-fits-all services” of government
were no longer satisfactory. They called for government agencies to “reinvent”
themselves by being entrepreneurial and listening to their customers. The market
became the mechanism by which knowledge exerted its impact on the public sector.
The lasting effects of NPM were outsourcing and decentralization (Alonso, Clifton,
& Diaz-Fuentes, 2015), both of which served to broaden the base of knowledge
from mainly within a large federal bureaucracy to include the private and nonprofit
sectors as well as local governments.

Since the late 1990s, western public administration has been moving to yet
another governance regime: New Public Governance. To understand the New Public
Governance approach to knowledge, one must look at the networks and collabora-
tion literature. As early as 1997, O’Toole (1997, p. 45) urged the field of public
administration to “treat networks seriously” as “[pJublic administration increas-
ingly takes place in settings of networked actors who necessarily rely on each other
and cannot compel compliance on the part of the rest.” Since that time, there has
been an explosion of literature regarding networks and collaboration. Emerson and
Nabatchi (2015, p. 25) created an integrative framework for collaborative gover-
nance that “attempts to identify and arrange the concepts needed to study and under-
stand collaborative governance regimes.” They view knowledge as critical for
creating the capacity for joint action. Just as knowledge was the currency of the
market in the New Public Management approach, Emerson and Nabatchi (2015,
p. 71) argue:

In many ways, knowledge is the currency of collaboration. Knowledge, once guarded, must

be shared with others; and knowledge jointly needed must be generated by participants

working together. Contested knowledge requires full consideration, and incomplete knowl-

edge must be balanced and enhanced with new knowledge. In essence, collaboration

requires the aggregation, division, and reassembling of data and information, as well as the
generation of new, shared information.

One can also look at the roles that information and knowledge play from an orga-
nizational perspective. Wei Choo (2006, p. ix) argues that organizations use infor-
mation for sense making, knowledge creation, and decision-making. A “knowing
organization” can anticipate environmental changes, learn and innovate, and “take
timely, purposive action.”

The key here is that as groups begin to confront new social, economic, and envi-
ronmental challenges such as those produced by climate change, there will be pres-
sures on governance systems to change to ones better suited to managing a
multiplicity of issues and voices. Additionally, those governance structures best
suited to a radically uncertain future are those that are most able to attend to change
and that can adapt to new knowledge.
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Governance of Modern-Day Rapa Nui

When one examines the recent historical governance structures of Rapa Nui, one
finds systems that were imposed by an external entity (Chile) to operationalize a
colonial structure. This structure emphasized external knowledge in the actions of
governance. For example, the Rapa Nui National Park (RNNP) was created in 1935.
In 1973, the park administration was officially given to the National Forestry
Corporation (CONAF). In addition to managing erosion and deforestation, CONAF
was charged with the management of the park as a cultural resource and source of
cultural tourism (CODEIPA, 2015, p. 10). CONAF is comprised of three depart-
ments. The first, Park Administration, oversees park operations, supervizes the park
rangers, and includes one archaeological expert. The second department is Natural
Resources, which is in charge of the nursey and the Forest Fire Brigade. The third is
the Administration and Finance Department.

Several criticisms have arisen regarding CONAF’s management of the Park and
resulted in the creation of a proposal for a new park administration (CODEIPA,
2015). The charges can be divided into two categories. The first category addresses
inadequacies in CONAF’s current management of the park, seen as resulting in the
damage of archaeological artifacts, including an inadequate number of park rangers
for the protection of the archaeological and cultural artifacts, inadequate collection
of entry fees, and an insufficient number of archaeological experts.

The second category is longer-standing and relates to the history of how lands
have been acquired, used, and allocated. In 1988, 36 five-hectare parcels of land
(parcelas) were taken from the National Park and repatriated to islanders (Ramirez,
2000). Later, the Comisién de Desarrollo de Isla de Pascua, created by the Indigenous
Law in 1993 and launched in June 1999, began distributing parcelas to 267 fami-
lies, land that was owned by the state development corporation Corfo (IWGIA,
2012). Although this process has rightly resulted in the return of land to the island’s
native community, the transfer of property to individuals has resulted in substantial
conflict over land received (given disparities in economic value), leading to greater
community strife and loss of protection for the archaeological record (Ramirez, 2000).

In 2014, the Rapa Nui Commissions of CODEIPA asked CONAF to establish a
wholly indigenous management system for the park. CONAF instead presented a
co-administration plan (known as GOSPAN), in which the Rapanui People’s role
was merely consultative (CODEIPA, 2015, p. 2). CODEIPA responded with its own
proposal for an organization called Ma’u Henua, to be implemented in three phases.
The first phase, viewed as a transition phase, is the GOSPAN proposal, which
allowed for co-administration between CONAF and the Rapanui People represented
by the Ma’u Henua Council. In this phase, operations continued to be the responsi-
bility of CONAF, but the voice of the Rapanui People was enhanced in strategic
decision-making and the management of a Reinvestment Fund. During this phase,
the emphasis was on adequate representation of the Rapanui and the building of
organizational capacity to better manage the archaeological and cultural resources.
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The second phase, beginning in June 2018, was called the Law Stage. In this
phase, the authors of the Ma’u Henua proposal argued for the creation of a Public
Law Corporation, managed by the members of the Rapanui. In this phase, roles
were reversed and CONAF became subsumed by a Public Law Corporation respon-
sible for the management of the park, with state officials acting as advisors.
Additionally, a Rapa Nui Park Law established new park boundaries under the
administration of the Corporation. The Board of the Corporation is constituted by
four members of Rapanui, elected by the 36 traditional families, four Rapa Nui
professionals, elected by popular election by members of the Rapanui, one repre-
sentative of the Council of Elders, one representative of the Provisional Government,
one representative of the Municipality of Isla de Pascua, and one representative of
CONAF. In addition to the Board of Directors, there is a Technical Advisory Board
that includes members from the Provincial Government, Municipality of Easter
Island, CONAF, Council of Monuments, CAM, Ministry of National Assets,
CONADI, and Sernatur (CODEIPA, 2015, pp. 35-36). The Corporation will be
comprised of seven (rather than three) departments: Operations, Archaeology and
Heritage, Natural Resources, Planning and Development, Administration,
Communications, and Financing.

The final stage, proposed for the year 2025, is called the Consolidation Stage.
During this stage, the vision is for the Board of the Corporation to be comprised
only of members of the Rapanui People (the four members elected by families, four
professionals, and one representative of the Council of Elders).

Analysis of Governance Regimes: From CONAF
to Ma’u Henua

How are the theories of governance and knowledge reflected in the past, present,
and future governance of the park? Beginning with CONAF administration of the
park, it is evident that the initial approach was the public administration approach.
Complete control of the park rested within this bureaucracy and knowledge was
largely provided from external sources in a colonialist fashion. Over time, with
indigenous claims to land and occupations of the park, one could argue that CONAF
moved to more of a New Public Management style, dominated by market mecha-
nisms and private property rights rather than collective decision-making. The
GOSPAN proposal represents a move toward a New Public Governance approach to
the park. However, by continuing to hold the reins and cede no real control of the
park to the Rapanui People, CONAF set the stage for the Ma’u Henua proposal,
which continues organizational (rather that network) governance of the park, but
under the control of the Native Rapanui.

The second stage of the Ma’u Henua proposal most closely resembles the New
Public Governance regime. It is plural and pluralist in its approach, with representa-
tives of the Rapanui, local elected officials (which may or may not be Rapanui), and
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CONAF on the Board of Directors, as well as a more expansive Technical Advisory
Board that includes representatives of Chilean government organizations. The focus
is not solely on the organization, but the organization and its environment, and will
undoubtedly deal with the negotiation of values, meanings, and relationships.

The type of governance that will emerge during the Consolidation Stage is
unclear. The Ma’u Henua proposal includes an emphasis on moving toward a tradi-
tional (Polynesian) governance approach. Therefore, to understand what the gover-
nance approach of the future will be, one must look to the governance of the past.

How do the authors of the Ma’u Henua proposal handle the role of changing
knowledge? One type of knowledge is technical. The Ma’'u Henua proposal’s
authors recognize this as a lack of concern for archaeological expertise as tradition-
ally embraced by CONAF. Although the new organization will certainly provide
direct contribution by local community members over the protection and preserva-
tion of the archaeological record, it is not clear from the proposal, however, just how
the new organization will foster new forms of expertise that would come from a
blend of local knowledge combined with the potential for external technological
contributions. Educational programs that train community members, however, will
certainly result in significant contributions in this area.

The second is cultural. In the new Ma’u Henua structure, local knowledge is now
embedded explicitly into governance through the pluralist organization. This struc-
ture will potentially go a long way to enabling the community to respond to local
needs and in ways that are consistent with local values. But is this governance struc-
ture sufficiently adaptive to cope with the magnitude and uncertainty of impacts of
events that are associated with future climate change? From the traditional narrative
of the island, one might conclude that the answer is no. The “collapse” accounts that
are often assumed to be (e.g., Diamond, 2005; Flenley & Bahn, 2003) suggest that
the island’s populations, acting on individual maximizing strategies, tend to overex-
ploit resources and produce their own demise. Thus, one might argue that the degree
to which local knowledge is incorporated into governance, as was entirely the case
in prehistoric times, will be correlated with the likelihood of failure. Anti-colonial
sentiments aside, wouldn’t the island do better with a smartly designed, top-down
governance structure?

This claim and the potential that Ma’u Henua and local information play in guid-
ing the future of the island requires an evaluation of the assumptions built into tra-
ditional ideas about Rapa Nui. Is Rapa Nui’s past as solid an example of ecological
destruction? Did local strategies for managing limited resources and environmental
uncertainty ultimately fail, leading to “collapse”? To develop an understanding of
how reliance on traditional governance structures will impact the future sustainabil-
ity of Rapa Nui, one must reconsider what one knows about Rapa Nui’s past.
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Knowledge of the Past

Based on popular media such as the 1994 movie Rapa Nui (Reynolds & Rose-Price,
1994) and Diamond’s 2005 book Collapse, the prehistory of Rapa Nui is commonly
considered to represent “the” canonical example of a population that failed cata-
strophically through its own actions. In this account and with steadily increasing
intensity, past populations are assumed to have engaged in an island-wide cult of
massive statue construction and transport that required tremendous resources to
support. Ultimately, due to the resources required to sustain the outsized population
and their outlandish behavior, the island’s originally abundant natural resources
became depleted. Consequently, the people of Rapa Nui suffered the inevitable con-
sequences of their actions: ecological failure, warfare, starvation, cannibalism,
depopulation, and societal collapse. The remaining people of the island were left in
an environment that was forever degraded relative to previous times of ecological
abundance.

Until relatively recently, Rapa Nui’s tale has gone largely unchallenged. For
much of the twentieth century, this kind of story was taken as simple fact, for its
logic seems unassailable. Researchers’ assumptions about Rapa Nui were rein-
forced general assumptions about humans and their behavior. Indeed, the notion
that a “Paradise Lost” parable could have transpired on Rapa Nui is certainly not
far-fetched when one examines the environment and geography of the island. For
instance, the island is remarkably small—just 161 km? in overall surface area, a size
that allows one to walk across in a single leisurely day. The island is also located in
a remote part of the southeastern Pacific, more than 3500 km from the coast of
South America, 4000 km from Tahiti, and almost 2000 km from Pitcairn Island, the
nearest other inhabited island. And if the small size and remote location were not
enough to make inhabitation unlikely, the island is exceedingly poor in natural
resources. There are no permanent streams and only limited terrestrial and marine
resources. The volcanic soils that comprise the entire island have experienced mil-
lennia of weathering and, as a result, have low agricultural productivity, the island
lacks a productive fringing reef, and the climate is subtropical with seasonally vari-
able rainfall and droughts. At first glance, Rapa Nui is an island that would present
a challenge to simple human habitation, much less monumental architecture.

Paradoxically and despite the limited abundance of natural resources, the island
boasts some of the most dramatic examples of prehistoric monuments and statues in
the world. European visitors were repeatedly astonished to find that islanders had
created more than 1000 massive statues, known as moai, with hundreds transported
many kilometers across the volcanic terrain and placed atop massive stone-
constructed platforms, or ahu. This record stands in stark contrast with the island’s
natural setting.

One way in which the contradiction between the island and its limited natural
resources has been reconciled is to presume that the number of statues and monu-
ments can only have been constructed if there was a time in which resources were
more plentiful. Speculations about the cause of the island’s deforestation and
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cultural ruin began with one of the island’s early European visitors. From a single
day’s visit in April 1786, French explorer Jean-Francois de Galaup La Pérouse spec-
ulated that Rapa Nui’s past inhabitants decimated the island’s trees and that the
present inhabitants were “indebted to the imprudence of their ancestors for their
present unfortunate situation” (La Pérouse, 1797, pp. 318-319). This speculation
forms much of the basis for the assumptions made by later authors. For example,
many speculate what the likely population must have been (e.g., Bologna & Flores,
2008; Brander & Scott Taylor, 1998; Puleston et al., 2017; Reuveny & Decker,
2000) and then use this to model the environment, assuming that so many statues
could not possibly have been made on such a tiny island in any other way. As
Diamond (1995, p. 62) reasons: “[T]he statues imply a society very different from
the one that Roggeveen saw in 1722. Their sheer number and size suggest a popula-
tion much larger than 2000 people.”

The logic is simple: Large statues dictate that more massive numbers of popula-
tions of people once existed and that they were fueled by an environment that must
have been more abundant than what was observed at contact. This logic is certainly
seductive, in part due to the deep-rooted nature of the idea that humans tend to
despoil the world in which they live.

Ecology and Rapa Nui

Drawing on growing ecological awareness, William Mulloy (1974) published an
account of pre-contact Rapa Nui society in which the population invested in spec-
tacular constructions, statues, and ceremonial activities leading to over-exploitation
of the island’s fragile resources and devastating warfare. Mulloy’s narrative gained
additional support with the documentation that the island lost a once-extensive palm
forest through studies of sediment cores taken from the island’s volcanic lakes (e.g.,
Flenley, 1979; Flenley et al., 1991; Flenley & King, 1984). Kirch (1984, p. 264)
echoed this story, writing that by the time of European contact the island had
“already begun a downward spiral of cultural regression” and “crashed devastat-
ingly.” Bahn and Flenley (1992) followed this thread and argued for “collapse”
scenario, suggesting Rapa Nui served as a microcosm of the Earth’s impending
resource and population crisis.

The biogeographer and popular science author Jared Diamond (1995, p. 63) later
adopted these accounts and widely popularized them as a moral for our time: “In
just a few centuries, the people of Easter Island wiped out their forest, drove their
plants and animals to extinction, and saw their complex society spiral into chaos and
cannibalism. Are we about to follow their lead?” Diamond (2005, p. 118) asserts
that Rapa Nui is “the clearest example of a society that destroyed itself by over
exploiting its own resources” and that the consequences of deforestation “start with
starvation, a population crash, and a descent into cannibalism.” Diamond (2005)
goes on to argue that for Rapa Nui the efforts required to carve and transport the
giant statues eventually led the population to deplete their own natural resources and
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plunge into crisis induced by overpopulation and environmental destruction. In
other words, people willingly destroyed their island and, in turn, destroyed them-
selves, thus committing “ecocide.”

Diamond and other researchers (e.g., Flenley & Bahn, 2003) tell a story that pro-
vides a powerful warning for today’s potential destruction of the global environment.
With scientific recognition that human industrial practices are resulting in rapid cli-
mate change with radical impacts to habitat, rainfall patterns, storms, and sea-level,
there are compelling reasons to accept the Rapa Nui “ecocide” narrative as simple
fact (even if it is not). Flenley and Bahn (2007, p. 13) argue that “the point about the
present ecological prognoses for the world is not that they are absolutely proven, but
that they may well happen, and therefore we must take evasive action before it is too
late.” Apparently, the facts do not matter as much as the need to act quickly.

From this perspective, it is not surprising that Rapa Nui has served as an exem-
plar of the consequences of ignoring the impacts that humans make on their envi-
ronment. As of December 5th, 2017, for example, the topic of “Easter Island,”
“environment,” and “warning” currently appears on more than 1,470,000 websites
and countless blogs (e.g., Busch, 2016; Hari, 2005). The warning narrative of Rapa
Nui has spread through popular culture while also providing rationale for gover-
nance decisions—around the globe but also on Rapa Nui itself, as islanders are
presently considering the best strategies for local governance of the island’s limited
resources.

Given the importance of society’s understanding of the consequences of its
actions relative to the future, if one hopes to use Rapa Nui as a case study that leads
to behavior change, one should be particularly concerned about the veracity of cur-
rent understanding of the island’s prehistory. Although the idea that Rapa Nui’s
history demonstrates the consequences of unbounded growth is consistent with gen-
eral and widespread ideas about human behavior as well as contemporary ecologi-
cal fears, does the evidence found in the archaeological record of the island support
these assumptions? The answer to this question is significant, as the effectiveness of
governance will depend on the degree we have well-documented and thoroughly
researched evidence.

Questioning Assumptions of Rapa Nui Governance Failure

Proponents of the “collapse” narrative for Rapa Nui make the critical assumption
that the governance structures (i.e., the cultural traditions connected to individual
and group-level organization) resulted in actions inconsistent with the island’s
empirical constraints and conditions. The carving and transport of massive statues
and documented loss of a palm forest with the assumed consequences would appear
to be inconsistent with resource management of the island, leading one to think that
the Rapanui lacked a governance system that accounted for the long-term effects of
their actions. But given the fact the islanders lived in a remote and isolated location
where their actions (e.g., how much food to grow, where to plant, how much land to
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clear, how many children to have, how much to share, how to compete) directly
determined their survival on an seasonal basis, it is reasonable to question the idea
that the islanders engaged in activities without some reason to believe that their
efforts would prove beneficial—even they were ultimately disastrous. From an
islander’s perspective, one should wonder if local conditions led the population to
expect long-term benefits from their behavior.

The “collapse” narrative assumes that statue-making was fueled by a population
of organizational “complexity” and then, in the words of Kirch (1984), experienced
a “downward spiral of cultural regression.” The assumption is based in orthogene-
sis, the idea that societies progress in their development and reach “peaks,” as indi-
cated by the level of apparent organization exhibited by the cultural achievements
and driven by progress (variously defined, if at all) as an inherent mechanism of
change. Extrinsic changes, then, necessarily result in failure and regression to ear-
lier simpler states. Orthogenesis—and the related assumptions about the way which
societies change—provides much of the theoretical warrant for a concept of “col-
lapse.” Overall, however, empirical studies of the nature of change reject orthogen-
esis. As the many contributions to McAnany and Yoffee’s (2009) book Questioning
Collapse indicate, population “collapse” is often just change in the way populations
are organized without any “failure” or “cultural regression.” In these views, local
populations change with innovation in new solutions for success, even though those
new solutions might appear as “collapse.” Here, we might ask ourselves whether
Rapa Nui statue manufacture and the loss of palm forest might have been solutions
to the island’s constraints, rather than wanton behavior leading to destruction.

There are multiple reasons to challenge the collapse narrative and to look care-
fully at the evidence about the conditions leading to monumental architecture, envi-
ronmental change, and the observations made by early Europeans as they arrived on
the island in the eighteenth century.

A New Understanding of Rapa Nui Prehistory: Five Things
Now Known About the Island and Its Past

Although the “collapse” story of Rapa Nui fits many cultural expectations about
human behavior, researchers conducting fresh studies have greatly reshaped what is
now known about the island (e.g., Cauwe, 2011; Cauwe & de Dapper, 2015; Hunt,
2007; Hunt & Lipo, 2006, 2008, 2011; Lipo & Hunt, 2009; Lipo, Hunt, Horneman, &
Bonhomme, 2016; Lipo, Hunt, & Rapu Haoa, 2013; Morrison, 2012; Mulrooney,
2012, 2013; Mulrooney, Ladefoged, Stevenson, & Rapu Haoa, 2009). Based on exca-
vations, extensive surface surveys, remote sensing of island structure, revaluation of
chronological evidence and detailed examinations of attributes related moai transport,
the new findings can be summarized in these five categories: (1) the empirical basis for
prehistoric “collapse,” (2) post-European-contact events, (3) prehistoric population
size and structure, (4) the island’s natural resources, and (5) moai transportation.
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Collapse

Most significantly, there is simply no empirical evidence for a prehistoric demo-
graphic catastrophe. Instead, notions of a “collapse” prior to European contact can
be traced to the misconceptions of these early visitors (Hunt & Lipo, 2011) and the
perpetuation of historic myths (Hunt & Lipo, 2010, 2011; Lipo & Hunt, 2009;
Mulrooney, 2012; Mulrooney et al., 2009). Archaeological evidence cited for a pre-
contact “collapse” reveals just the opposite: steadily expanding landscape use
(Stevenson et al., 2015) until the arrival of Europeans followed by well-documented
impacts due to European contact (e.g., see Lipo & Hunt, 2009; Mulrooney, 2012).
Fundamentally, there are few archaeological indications that the population of Rapa
Nui was ever much larger than the estimated 3000 witnessed at European contact
(Boersema, 2017; Corney, 1908; Hunt, 2007; Morrison, 2012) or that it had ever
been substantially larger in the past and then declined. Although researchers con-
tinue to make claims of much larger populations (e.g., Diamond, 2005; Puleston
etal., 2017), they base these claims on conjecture or preconceptions of what “could
have” happened without linking the claims to any empirical evidence for population
size. For example, there is currently no evidence for a hiatus in the archaeological
record that might signal a massive population decline (Mulrooney, 2013; Mulrooney
et al., 2009; Stevenson et al., 2015), which would be required if a large population
once existed. There is also little evidence for the level of conflict associated with the
“collapse” narrative, including that for lethal skeletal trauma, mass graves, system-
atic production of lethal weapons, or fortifications (DiNapoli, Morrison, Lipo, Hunt,
& Lane, 2018; Gill & Stefan, 2016; Lipo et al., 2016; Lipo & Hunt, 2009;
Owsley, Barca, Simon, & Gill, 2016). A population at contact of about 3000, as
Spanish observers reported in 1770 (Boersema, 2017), is consistent with archaeo-
logical studies whose authors demonstrate a low-density and dispersed settlement/
land-use pattern (Morrison, 2012).

Post-European Contact Events

Historians document dramatic population decline resulting from the impacts of
European contact and the introduction of Old-World diseases, slave raiding, and
other calamities (Fischer, 2005; Hunt & Lipo, 2011). The case for European-caused
population loss is unquestionable: It is documented in historic accounts (see Fischer,
2005) with the population ultimately declining to just 111 people in 1877. Early
observers, however, were largely unaware of the effects of disease produced by
contact, leading them to interpret the island’s state as the result of the “imprudence
of the ancestors” (e.g., La Pérouse, 1797, p. 319). Sadly, this confusion has pro-
duced the collapse narrative, in which the victims of European contact have been
blamed for their own demise (Hunt & Lipo, 2010, 2011; Rainbird, 2002).
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Prehistoric Population Structure

Uncovering new evidence, researchers have now documented that the island was
always resource poor and that small numbers of people could easily have carved and
transported the moai (Hunt & Lipo, 2011; Lipo et al., 2013). This observation is sup-
ported by studies of archaeological community patterning and structure: There is no
evidence of large, dense settlements indicative of large populations. Instead, archae-
ological data from extensive field surveys and satellite image analysis of rock mulch
(Ladefoged, Flaws, A., & Stevenson, 2013; Kovalchik, 2014) and manavai garden-
ing (Ayala-Bradford, Lipo, & Hunt, 2005) suggest that the island’s communities
consisted of distinct groups arrayed along the coast in dispersed settlement patterns
(Morrison, 2012; Stevenson, 1984). Rather than living in nucleated villages, com-
munities consisted of family groups living at low density interspersed with areas of
cultivation. Ahu and moai served as central locations for episodic gatherings that
served to bind communities in activities and resource sharing (Hunt & Lipo, 2011).

Natural Resources of Rapa Nui

Vast areas of the island were transformed into rock mulch gardens (e.g., Bork, Mieth, &
Tschochner, 2004; Hunt & Lipo, 2011; Stevenson, Wozniak, & Rapu Haoa, 1999;
Wozniak, 1998, 1999). These gardens’ remains can be seen across the island as arti-
ficial rock concentrations on the surface. Although European visitors have often
viewed these rocky landscapes as the result of “ecocide,” such mulch formed a criti-
cal dimension to survival. Rapa Nui’s soils are derived from heavily weathered vol-
canic rocks. Given their age, these soils are relatively nutrient poor. Adding broken
rock to the soil (i.e., “lithic mulching”) served to enrich nutrient-leached soils. Soil
samples taken from rock mulch areas show elevated levels of nitrogen, phosphorus,
and potassium, key nutrients for cultivation of plants such as taro and sweet potato
(Hunt & Lipo, 2011; Ladefoged et al., 2010; Ladefoged, Stevenson, Vitousek, &
Chadwick, 2005). In this way, a key dimension to the island’s productivity was the
area covered by rock mulch gardening. More than 10% of the island’s total land sur-
face may have been devoted to lithic mulch cultivation (Ladefoged et al., 2013).
Small walled gardens known as manavai also contributed to food production but
were likely used to grow plants such as taro, banana, and sugar cane that needed
additional protection and care to flourish (Ayala-Bradford et al., 2005).
Recognizing the significance of rock-mulch gardening has played a central role
in rethinking Rapa Nui’s prehistory. Contrary to early observations, rock mulch
formed the basis of a productive agricultural system key to the population’s success.
Second, replacing the now-extinct palm trees with gardens increased agricultural
potential and was not a catastrophe, as traditionally assumed. Third, cultivation was
widely dispersed, and no single part of the island provided an abundance of crops.
Dispersed cultivation coincides with a relatively small population living at low den-
sity. Thus, the population size observed by the first European observers, of about
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3000 individuals, reflects a likely stable population size and not a remnant popula-
tion that survived “post-collapse” (Hunt & Lipo, 2011; Morrison, 2012).

Moai Transportation

The question of how the multi-ton statues (moai) of Easter were transported has
puzzled visitors and researchers for centuries, and for some it even played a role in
deforestation. No visitors to the island ever witnessed the process, leaving much to
an array of speculations. The islanders’ oral traditions have long recounted simply
that the statues “walked” (e.g., Thomson, 1889). Modern attempts to explain moai
transport, however, have focused on experiments that began with Heyerdahl’s efforts
in the 1950s that involved simply dragging them (Heyerdahl, 1989). To resolve
problems of friction and damage to statues, later efforts employed wooden sledges,
pods, rollers, and sliders in various configurations (Hunt & Lipo, 2011). The idea
that wood contraptions were used fits pre-existing notions of statue transport con-
tributing to deforestation, and researchers have thus rarely questioned it.

New field research and experimentation has resolved the question of statue trans-
port. A central finding of the research of Hunt and Lipo (2011; Lipo et al., 2013) is
that the statues found along prehistoric roads have shapes that distinguish them
from those statues erected on platforms (ahu). The road moai have statistically
wider bases when measured relative to shoulder width than ahu moai (see Lipo
etal., 2013, Fig. 3). Once statues arrived on platforms, prehistoric carvers modified
the statues to decrease the width of the base relative to the shoulders. In addition,
although ahu moai stand in an upright fashion with their mass located well over
their base, road moai show a distinctive angled base that would cause the statue to
lean significantly forward, often well over 10 degrees. The pronounced forward lean
of the road moai points to how they were “walked” in an upright position with little
wear to the base. Moai “walking” is achieved by ropes tilting the body from side to
side, while allowing it to fall forward, controlled by a rope to the rear. This arrange-
ment minimizes friction between the base and the ground, allowing for conservation
of energy, increasing overall efficiency, and removing the potential for damage as
the statue “walks” (Lipo et al., 2013). This means of transportation is only possible,
however, because the statute is carefully shaped to move in this fashion.

Apart from labor and engineering expertise, moai transport required only ropes;
few if any trees were required in statue transport. A woody shrub (hau hau,
Triumfetta semitrioba) provided abundant materials for making rope (Metraux,
1940; Skottsberg, 1920). Thus, moai carving and transport did not contribute to
deforestation, nor can one argue that forests were cleared for extensive cultivation
of surplus crops to feed thousands of statue workers, as some have supposed (see
Diamond, 2005; van Tilburg & Ralston, 2005, p. 299). Instead, the evidence for
moai carving and transport points to activities by small-scale social groups rather
than the product of laborers unified under a powerful centralized chiefdom.
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Explaining the Success of Rapa Nui

Rather than a story of catastrophe and collapse, Rapa Nui prehistory is a case study
of success on a remote, resource-poor island. Polynesians populated Rapa Nui
around AD 1200 as part of rapid expansion throughout the remote Pacific (Hunt &
Lipo, 2006; Wilmshurst, Hunt, Lipo, & Anderson, 2011). Colonists brought a roster
of plants (taro, sweet potato, banana, sugar cane, etc.) and animals (rats, chickens)
along with a variety of knowledge about subsistence strategies (fishing, cultivation)
and cultural practices (statue and monument construction). Starting with these vari-
ables, Rapanui populations quickly grew in number as the island was transformed
from a palm forest into an agricultural and human landscape.

Polynesian rats, as hitchhikers or an intentional introduction, rapidly spread
across the island, potentially reaching numbers in the millions in a short time (Hunt,
2007). Rats would prey upon native plant seeds—especially the nuts of a dominant
palm forest—contributing to depressed recruitment and ultimately the forest’s
demise. Forest removal would make way for cultivation, with workers using slash-
and-burn cultivation practices common in Polynesian food production. The nutri-
ents released from burning vegetation would have been key to making the relatively
poor soils temporarily more productive. Thus, given rats’ predilection for palm nuts,
the slow rate of growth of the native Jubaea palm, and on-going land clearance with
fire, the palms went extinct over several centuries. Importantly, no carrying capacity
calamity befell the island when the forests were cleared. Clearing the landscape for
cultivation and nutrients released from the burned trees created opportunities for at
least short-term soil enrichment and cultivation as the island was transformed from
a natural to an agricultural landscape.

From the available archaeological evidence, populations resided in multiple, func-
tionally redundant dispersed communities, but groups benefited from interaction
through activities at large ahu (Hunt & Lipo, 2011). The benefits of interaction among
dispersed communities likely explain why investment in monuments, although present
elsewhere across the Pacific, took such an exuberant form in this location. On Rapa
Nui, monument construction provided advantages to individuals and communities,
serving to provide individuals with ways of competing while also mitigating problems
of resource uncertainty (through sharing) and reducing inevitable intergroup competi-
tion as populations grew (see Hunt & Lipo, 2011 for a more in-depth discussion).

The benefits of moai and ahu construction on Rapa Nui allow one to understand
these phenomena as the products of effective governance, even if such things are not
consistent with common assumptions about what “successful” societies should do.
Moai making and transport appear incongruous with the island’s resource limita-
tions and remote isolation, and thus stand apart from what one might assume as
central to survival. On this island, however, moai werethe key to long-term sustain-
ability. Although activities and forms of investments varied over time, the Rapanui
successfully persisted. Populations remained stable and reasonably healthy until
1722 and the arrival of the Europeans. Rapa Nui’s success over its pre-European
history is tied directly to the cultural practices involved in moai and how these prac-
tices structured and supported the island’s communities.
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From the Past and Looking at the Future: Governance
on Rapa Nui

This new understanding of the way prehistoric people on Rapa Nui managed uncer-
tainty offers a means of evaluating governance structures from the recent past as
well as what might best be implemented for the future. From the archaeological
record, one can see that the island’s long-term success came from governance struc-
tures comprised of multiple local groups that cooperate as well as compete with one
another. Such a structure allowed for variability in local knowledge to feed back into
practice and spread across the island, thus leading to a system that would dynami-
cally accommodate changes in environmental conditions. This system worked until
the Europeans’ arrival, when extrinsic changes resulted in social disruption and
massive population loss due to disease and other European-driven catastrophes
(Hunt & Lipo, 2011).

An important question for Rapa Nui’s future is how well this traditional gover-
nance structure will work under vastly different circumstances. Cooperation and
competition between local groups must be managed in ways that foster multi-level
governance, support a population twice the size of the prehistorical carrying capac-
ity, and enable flows of people and goods between the island and the rest of the
world. The knowledge of how to live sustainably on the island will need to evolve
and adapt to these changes in circumstances. Furthermore, the pluralist form is not
necessarily as adaptive as it was in the past, as it still retains a strong top-down
structure, a legacy of CONAF. This structure, therefore, might limit the ability for
local innovations to emerge and spread across the island, constraining the commu-
nity’s ability to respond to changing and uncertain conditions. So, although Ma’u
Henua represents a significant positive step forward toward decolonization and the
embracing of local knowledge, it still potentially suffers from over-emphasis on
top-down governance. Based on the factors that appear to explain Rapa Nui’s sus-
tained prehistorical success, future policymakers might well consider adding dimen-
sions of polycentric governance (e.g., Ostrom, 2010; Waring et al., 2015) that
combine cooperation and competition at more local levels than what is currently
envisioned. For example, the establishment of events that encourage groups to work
together while simultaneously competing in some capacity can have tremendously
beneficial effects that result in increased prosociality. Wilson (2011), for example,
has demonstrated that group-level competition can increase within group coopera-
tion while also increasing global levels of cooperation across a population. The
basis of such mechanisms already exists on the island in the form of Tapati, a festi-
val that was created in 1968 in which clan groups compete in a series of cultural and
athletic events. Like the cooperative efforts involved in making and transporting
moai that were the foundation of prehistoric Rapa Nui society and governance,
events like Tapati have the potential to enhance the island’s ability to govern effec-
tively in the face of future uncertainty.
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Conclusions

Overall, our new understanding of Rapa Nui challenges the idea that traditional,
local-based governance systems are inherently flawed. New knowledge, however,
brings with it new productive areas in which to consider governance and knowledge
systems. Our studies of the archaeological record demonstrate that Rapa Nui’s suc-
cess in the face of uncertainty and constraints (socially, environmentally, and geo-
graphically) derived from governance structures in which individuals and local
communities shared information and resources. Innovations spread easily through
the interaction of multiple, dispersed communities, and resource shortfalls were met
by embedded collaborative efforts marked by activities involved in the construction
and transport of moai. Following the example provided by Rapa Nui prehistory, we
suggest that any regular activities (i.e., competitions, rituals, gatherings) that bring
communities together and promote within-group cooperation will provide a direct
benefit to everyone who participates. With local structures, those groups that coop-
erate more strongly will do better, particularly in the context of uncertainty. On the
island scale, then, competition between these groups who also participate in
between-group cooperation will produce general sustainability. The constraints and
local conditions faced by populations living on Rapa Nui give an example of resil-
ient and adaptive governance at its finest.

Our understanding has many implications for thinking about governance struc-
tures and how their members consider knowledge under conditions of uncertainty.
Researchers must first carefully—and constantly—evaluate the assumptions made
about the nature of social change. Although long-cherished beliefs might fit con-
temporary perspectives, they need to explore where these believes come from and
to assess their empirical warrant, and must distinguish between the social accept-
ability of a conclusion versus its empirical support. This concern is why science
matters so greatly, particularly when the stakes of failure grow in magnitude. Those
in the field must fight the tendency to view knowledge generation as producing
“alternative facts,” but instead see knowledge as a process by which one continually
and critically re-evaluates information from as many sources as possible.

Given that much knowledge about social and cultural change comes from an
understanding of the past, science-based archaeology that demands falsifiability in
any claims is particularly required. This suggestion does not prioritize science over
locally generated knowledge. Instead, one must see knowledge generation as an
iterative process in which we continually evaluate all sources of information.
Despite having a “scientific” pedigree, the lack of such critical evaluation has con-
tributed significantly to the erroneous acceptance of the “collapse” narrative. There
are likely other areas where the field’s perceived knowledge must be closely exam-
ined for empirical warrant. Likewise, one must not simply rely on “facts” as the
basis for knowledge. One’s knowledge comes not only from observations, but also
the way in which one generates those observations. In this sense, theory is para-
mount. The idea that human societies will inevitably result in environmental destruc-
tion is not only unsupported by the evidence, but also violates a basic understanding
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about the relations between organisms and resources: There are conditions in which
balances can be reached and sustainability obtained. Researchers must forge their
observations from explicit and robust theory (Lewontin, 1974).

In cases of uncertainty such as that posed by imminent climate change, an addi-
tional imperative exists to incorporate processes that accommodate dynamic knowl-
edge change into one’s governance systems. As society begins to encounter
environmental conditions that radically deviate from those upon which its actions
have been traditionally based, governance must become increasingly adaptive and
dynamic. The systems required must be more like that of prehistoric Rapa Nui: local
and pluralist. Following the quote by Robert Shiller that begins this chapter, society
requires dynamic and adaptive governance systems that accommodate the iterative
process of knowledge generation—rather than those that act on traditional assump-
tions. These kinds of adaptive management systems (Williams & Brown, 2014) are
particularly well-suited to the changing nature of knowledge, as innovation in one
area can be evaluated locally and then shared across communities— a process that is
difficult to implement in top-down governance models. In this way, Rapa Nui stands
to serve once again as an exemplary cultural system, though one of success and
promise rather than of collapse and catastrophe.
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Chapter 3

Knowledge of Governance as Knowledge
for Governance: Spatialized Techniques
of Neutralization

Check for
updates

Michael Scott

Governance is a key concept in the social sciences (see Bevir, 2011). It refers to
processes of intersectoral, interorganizational modes of networked steering that
lead to collaborative and negotiated decision making (Rhodes, 1997). For sociospa-
tial researchers, knowledge for governance evokes images of governmental knowl-
edge of populations and their attitudes, technical knowledge of space and its physical
properties, formal and informal bureaucratic processes of problem definition, and
the creation of knowledge through stakeholder engagement to address pressing
social issues. This rendering of governance has a normative inflection. When done
well, governance generates more equitable, socially just, and consensus-derived
decision making through the integration of diverse stakeholder voices and technical
expertise.

Nevertheless, behind governance lurks government (MacLeod & Goodwin,
1999). Legal systems, public funding, and bureaucratic rationalities often cast a
shadow over noble normative aims. Governance as an activity then emerges as a
domain of negotiation and contest within state-managed systems. Here, actors aim
to advance interests through reference to state power, which they call upon to enact,
arbitrate, or legitimate governance-derived decisions. Therefore, governance is per-
formed at the cultural-institutional interstices of, in Weber’s (1978) terms, authority
and legitimation. Outcomes must be enacted (via state authority), and they must be
seen as just (legitimate). In these settings, actors assume that the best technical or
scientific knowledge enables authoritative action and is woven into narratives, argu-
ments, and framings to legitimate decisions (Hajer, 2001).
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But is knowledge for governance primarily technical or expert? Or does gover-
nance require managing representations, stakeholder voice, and impressions? How
might knowledge of how to speak and debate within governance processes emerge as
a form of knowledge of governance, for governance? How can such knowledge of
how to argue be deployed to legitimate socially contentious decisions? Although there
is an extensive literature on knowledge uses in governance (e.g., Nursey-Bray et al.,
2014), which includes critical studies of ways of knowing and the governance of
knowledge (van Buuren, 2009) as well as the uses of nonknowledge and the unknown
in governance (McGoey, 2012), the following further problematizes the image of
knowledge for governance as a consensual input into collaborative decision making.

In this chapter, I investigate how governance actors legitimate contentious coastal
land developments. I do so using qualitative data and the articulation of two contrast-
ing literatures: techniques of neutralization from the sociology deviance (Sykes &
Matza, 1957) and theorizations of spatiality—social produced space—from human
geography (e.g., Massey, 2005; Soja, 1989). As Boiral (2016, p. 754) notes, tech-
niques of neutralization involve “the release of information aimed at rationalizing
and legitimizing, through different types of socially acceptable arguments.” From an
argumentative perspective, these techniques are a form of knowledge of governance
used to debate, deflect criticism, and neutralize opposition (Fischer, 1990).
Researchers using techniques of neutralization in sociospatial research have recently
considered ethical and sustainable consumption practices (Antonetti & Maklan,
2014; Hansmann, Bernasconi, Smieszek, Loukopoulos, & Scholz, 2006; Harris &
Daunt, 2011; Johnstone & Tan, 2015; Yeow, Dean, & Tucker, 2014), wildlife crime
(Enticott, 2011), and corporate social responsibility and industrial production
(Boiral, 2016; Fooks, Gilmore, Collin, Holden, & Lee, 2013; Meyer & Hollerer,
2016; Stuart & Worosz, 2012; Talbot & Boiral, 2015; Teh, Ahmed, & D’ Arcy, 2015).
Yet the intersections of knowledge, governance, and techniques of neutralization in
land use governance have yet to be considered. This is puzzling because techniques
of neutralization provide a frame to explore how legitimating rationalizations are
deployed without questioning the environmental impacts of the land use planning.

Crucially, the coastal zone is an inherently contested space and thus an exem-
plary site to explore the spatialized techniques of neutralization in governance set-
tings. As the meeting point of land and sea, the coast affords multiple human uses
including recreation, conservation, and aesthetics. The coast is also habitat and eco-
system linked to species reproduction. Moreover, the coast is a site for capital valo-
rization through land development underscored by the cultural draw of living by the
sea. Yet, under anthropogenically accelerated climate change and sea level rise
(SLR), storm surges now impact the coast in greater frequency and intensity,
reclaiming private and public property, while threatening infrastructure and ecosys-
tems. In such locales, the interaction of state control of coastal land use (through
planning institutions) and diverse stakeholders offers insights into the enactment of
knowledge of governance, for governance.

I develop this analysis over four sections. First, I review the qualitative methods
and the South Australian cases. Second, I outline land-use planning as a governance
institution, the techniques of neutralization, and spatiality. In the following section,
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T illustrate how actors adapt the techniques of neutralization using spatial metaphors
that refer to the political-juridical, economic, and ideological dimensions of coastal
land use. In the final section, I propose a metatheme in these spatialized techniques
of neutralization: the ongoing privileging of time over space.

Methodology

This research was a component of an Australia-wide CSIRO project (2010-2013)
investigating the social and cultural barriers to the uptake of scientific knowledge
into costal decision making (Clarke et al., 2013). As part of the South Australian
research cluster, my focus lay on land-use planning institutions, social networks,
and the cultural narratives operating within these (Scott, Balaev, & Clarke,
2018; Scott & Harvey, 2016). South Australia has a long history of employing land-
use planning to protect and manage its coastline, which varies from high energy
Southern Ocean zones to low energy gulf waters. Not only was it the first Australian
state to account for SLR in its development setbacks (the permitted distance of the
built environment to the coastal zone), it is also recognized as having transparent
and well-governed planning systems (Harvey & Caton, 2010).

South Australia’s planning framework regulates coastal land use. Under the
“Development Act” (Government of South Australia, 2014), a state agency, the
Coast Protection Board (CPB), oversees coastal planning, development, protection,
and restoration. It provides advice and direction on coastal matters to the Minister
for the Environment, the state planning authority (the Development Assessment
Commission or DAC), and local government authorities (LGAs or local councils).
In general, LGAs assess coastal development proposals with reference to the rele-
vant section of the Development Plan. Coastal LGAs must also give regard (but not
legally adhere) to CPB policy on setbacks and coastal flooding hazards (Coast
Protection Board, 1991). These scalar planning arrangements guided the research
design. In June 2011, a focus group with the Department of Environment and
Natural Resources (DENR) identified cases that were:

» Examples of key coastal development decisions

* An initial list of the key actors and organisations involved in these planning
decisions

e Examples where scientific knowledge of coastal processes influenced the
decision

» Examples where scientific knowledge on coastal processes where not accounted
for in the decision

Following the focus group, researchers selected four case studies of coastal
developments exposed to SLR risks: a coastal retirement apartment complex and a
surf club redevelopment on Adelaide’s metropolitan coast (whose extensive white
sand beach is managed by costly sand carting), a regional coastal resort, and a large
peri-urban coastal township development on a flood plain adjacent the Gulf of
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St Vincent. They selected all cases on the basis that they were relatively recent
(within the past six years), so that interviewees could recall the events and pro-
cesses. Moreover, these examples of coastal development are paradigmatic cases
(Flyvbjerg, 2001, p. 80). They highlight the more general characteristics of land-use
governance and the uses of knowledge. Here, contests over coastal development and
the projected risks from SLR provide an exemplar of the narratives circulating
within land use governance. If the techniques of neutralization were deployed in the
South Australian case—where the planning system is robust and transparent—they
would be likely to be deployed elsewhere.

Data collection took place between July 2011 and May 2012. From the list of
cases, I identified potential respondents in three ways. First, the DENR focus group
provided a list of potential interview subjects. Second, a Factiva search of media
articles on the selected cases highlighted political and community actors. Third, I
identified additional individuals through a search of secondary data: publicly avail-
able policy documents, development plans, CPB Reports, council submissions to
developers, the South Australian Hansard, surf lifesaving club annual reports, draft
plans, architectural plans, and submissions to the state’s DAC.

With this snowballing process (Noy, 2008), I was able to identify 47 actors, of
which only two declined to participate. I conducted semistructured interviews last-
ing between 30 and 90 min, allowing respondents to extensively recount their sub-
jective experiences in coastal governance. I then transcribed and analysed the
interviews using NVivo, and deductively coded the data along the themes of the
techniques of neutralization (discussed below) and further analyzed them through
reference to spatial concepts.

Land-Use Planning, Techniques of Neutralization,
and Spatiality

Land-Use Planning

Land-use planning requires elaboration, as it is a pivotal institution in the gover-
nance of coastal developments. Theoretically, land-use planning and its attendant
mapping create property rights. Following Polanyi (1957), land is one of the ficti-
tious commodities (the others being labour and money). These are fictitious for they
do not easily lend themselves to commodification, and thus exchange in the market
economy. Furthermore, land cannot be expropriated without the risk of short- or
long-term degradation, negative externalities, or unintended consequences on adja-
cent areas. Formalization in property law and planning bureaucracies is necessary to
secure land’s continued social uses and future valorisation via market exchange
(Harvey, 1978). In urban contexts, land development often occurs through growth
coalitions between property developers and state or municipal power (Logan &
Molotch, 2007). Crucially, land use planning undergirds urbanisation and is one of
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the few economic development levers available to Australian states operating under
the pressures of competitive federalism, ongoing deindustrialization, and the need
to attract investment.

Carving up the earth’s surface under state authority planning creates different
zones. Land-use planning is about “what goes where” (Taussik, 2007). Zones regu-
late what development constructions—or protections—occur in that space. Still,
zoning and development is not a technocratic procedure of high modernist planning.
Instead, this institutionalization of land means planning is called upon to meet “con-
crete, multiply-determined objectives that could contain various social processes
simultaneously” (Krippner, 2002, p. 804), including the triple bottom line of social,
economic, and environmental benefits (Elkington, 1999). As such, planning does
not necessarily predetermine development ends. New developments involve gover-
nance and networked decision-making that brings together legal processes assign-
ing rights with social assessments of the proposed development’s risks and benefits.
Here state actors and LGA planners coordinate a range of knowledge holders: engi-
neers, scientists, politicians, community groups, NGOs, and other stakeholders with
an interest in the site and its adjacent uses (see Scott et al., 2018).

State planning organizations also establish due processes, which are a game and
an incentive structure to be engaged (North, 1990). Land’s fictitious nature and its
multiple uses means no planning policy can cover every contingency a development
proposal might present, nor account for changing political economic or environ-
mental conditions under which developments are proposed. There is an art to align-
ing, negotiating, and, importantly, legitimating land-use development at controversial
sites. This requires knowledgeable and reflexive actors engaging in negotiations and
the deft marshalling of various forms of evidence to enact authority over the use of
space. Planning’s legitimacy then rests upon “a belief in the legality of enacted rules
and the right of those elevated to authority under such rules to issues commands”
(Weber, 1978, p. 215). Because the future is (relatively/somewhat) unknown, devel-
opment proposals in contentious locations are as much about the production of
belief in the authority of the planning system as they are of technical knowledge.
Development decisions can therefore be justified in multiple ways—economic,
sociocultural, or environmental—with no form of knowledge as ultimate arbiter;
what planning assessors call “a balanced decision” (Scott & Harvey, 2016). In open-
ing this discursive space for heterogeneous, yet socially acceptable narratives, the
techniques of neutralization emerge as a form of knowledge of governance.

Techniques of Neutralization and Spatiality

Sykes and Matza (1957) developed “techniques of neutralization” in the sociology
of deviance to differentiate the narratives “delinquents” used to justify their norm-
and law-breaking behaviour. Sykes and Matza argue that techniques of neutraliza-
tion are a learnt response allowing delinquents to reconcile the conflicting demands
of their primary subculture with the external demands of the norm- and law-abiding
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community. As part of deviant subgroups, delinquents recognise the social pres-
sures to conform but also possess a willingness to break laws in which they too
believe. Therefore, if society’s formal rules are qualified and flexible, how can they
be bent in some ways but not broken? Here the techniques of neutralization are a
means to deflect, remould, and recast criticism from the justice system and society.
They include:

1. Denial of responsibility: the appeal to external forces beyond the actor’s control.
Injuries are produced by circumstance and the actor denies personal account-
ability by claiming to have been “hopelessly propelled” into a situation; one is
“acted upon rather than acting” (Sykes & Matza, 1957, p. 667).

2. Denial of injury: pivots on the legal distinction between “acts which are wrong
in themselves and acts which are illegal but not immoral” (Sykes & Matza, 1957,
p- 667). The question is has anyone been physically hurt by the deviant acts, such
as graffiti or brawls between willing parties? Although counter to the law, the
action does not cause significant harm.

3. Denial of the victim: when the delinquent accepts responsibility for their actions
the victim can be denied. Any injury sustained is downplayed, for the victim
might have deserved it or becomes transformed into a wrong doer. Awareness of
the victim is further weakened if the deviant behaviour is against property. Where
there is no immediate physical harm to owners, there is diminished awareness of
the victim.

4. The condemnation of the condemners: involves “a rejection of the rejecters”
(Sykes & Matza, 1957, p. 668). This rationalization deflects claims against the
deviant by shifting doubt on to the motives and behaviours of those who disap-
prove. Here cynicism is expressed towards those upholding society’s norms,
casting them as “hypocrites, deviants in disguise, or impelled by personal spite”
(p. 668). The delinquent, in effect, has changed the subject of the conversation in
the dialogue between his own deviant impulses and the reactions of others; and
by attacking others, the wrongfulness of his own behaviour is more easily
repressed or lost from view (p. 668).

5. Appeal to higher loyalties: a process of articulating a devotion to smaller sub-
groups who are claimed to be more important than wider society: family, friends,
and cliques. The actor does not reject all norms, but rather makes claims to group
“norms that are higher or more pressing” (Sykes & Matza, 1957, p. 668).

In identify these neutralizing techniques, Skyes and Matza do not suggest that any
one possesses ultimate efficacy, or carries more weight in determining justice out-
comes. Instead, techniques of neutralization emerge as a way to place doubt upon an
opponent’s arguments while allowing the wrong doer to identify with societal norms.
Therefore, unlike Schopenhauer’s (2004) “Art of Being Right,” techniques of neu-
tralization are not explicitly about winning debates but are discursive strategies to
diminish the social opprobrium of accusations, and subsequent penalties, when the
accused is aware they have violated social norms. As Sykes and Matza (1957, p. 669)
claim, these techniques are only “tangential or glancing lows at a dominant norma-
tive systems rather than creating an opposing ideology.” Their use allows actors to
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drift between value systems—wider social norms and subcultural values (Mooney,
2007)—while providing a context dependent explanation for deviant behaviour.
However, a telling critique of techniques of neutralization is that they cannot explain
the causes of deviance, only actors’ post-factum explanations, rationalizations, and
justifications for rule breaking (Cavanagh, Dobash, Dobash, & Lewis, 2001).

My contention is that these neutralization techniques emerge as a form of knowl-
edge of governance to legitimate, rationalize, or deflect critiques in contentious
coastal governance processes. In this milieu they are spatialized. Here, I adopt a
broadly materialist interpretation of spatiality which recognises that space “is
socially produced, exists in both substantial forms (concrete spatialities) and as a set
of relations between individuals and groups, an ‘embodiment” and medium of social
life itself” (Soja, 1989, p. 120). Material spatiality then creates dialectical, recur-
sive, and reciprocal sites for action through the interplay of social processes and
geophysical space (Massey, 2005). From this perspective, spatiality is constituted
through overlapping domains: political-juridical (the institutions regulating space
such as planning, interwoven political systems of scale and territory), economic
(space as a site for the creation of investment and profits, production and consump-
tion), and ideological (the symbolic use of space—the coast as a cultural expression
of freedom and nature or of progress and development). No single domain is deter-
mining. Within these domains, spatiality is also metaphorical, for it contains a mul-
tiplicity of potential social uses and meanings, and paradoxical, as it is produced by
different knowledge forms and is consequently simultaneously knowable and
unknowable (Kitchin, 2009). This kaleidoscopic spatiality creates numerous oppor-
tunities to deploy the spatialized techniques of neutralization in the governance of
coastal developments.

Spatialized Techniques of Neutralization

Denial of Responsibility: Political-Juridical Structures

Actors in coastal land use governance recognize the larger political-juridical struc-
tures bearing on their actions. These can thwart, obstruct, or constrain efforts to
incorporate protective measures, alter development proposals or to stop environ-
mental protections outright. In its spatialized form, the denial of responsibility is a
deferral to broader planning processes, their bureaucratic limitations, and the pro-
development logics of growth coalitions. As an LGA planner laments in an inter-
view, the scalar hierarchy of planning means “[s]tate government are the ones who
have ownership of our development plan and we’re the ones who try to fit it in.” To
neutralize complaints over coastal development, state planners who make final
assessments deploy this technique. Their repertoires for action are circumscribed by
external planning hierarchies, zonings, and regulations that are beyond their control:
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... we don’t design the development, we don’t select the location but we get a copy of the
application with the design and that determines the nature of the development and the appli-
cation process we follow and we make the assessment on that against the plan, and then
make recommendations to accept, amend, or reject the application. (State planner)

... the [land use zone] document might be old, deficient, very general, it may not be worded
in a way that is easily understandable, it might be open to interpretation—it doesn’t matter;
that is what we have and that’s what we have to work with. (State planner)

Here, denial for responsibility for future environmental impacts is conjured
through reference to due process: Hopelessly propelled by legitimate procedure, the
state planners reached a balanced decision regarding the development. A strident
critique of this mode of neutralizing is that it limits accounting for exceptions. This
is presented by actors less central to the making of coastal development decisions—
scientists and engineers who provide expert advice:

... [planners and bureaucrats] tick the checklist—if they get away from the checklist men-
tality and work towards a decision, in other words become involved in a process rather than
being the police of the process, then I think they’ll have a much better [outcome].
(Consultant, environmental scientist)

Moreover, advocates of environmental protection see planning assessments
weighted towards valorizing the coast as economic space. Inversely, an iteration of
the denial of responsibility is that the marshalling alternative forms of evidence to
counter development proposals are burdensome:

... I think economic and environmental arguments are considered differently, probably in
the community as well as government, and economic arguments of ‘this is going to be the
benefit’ are fairly quick to be accepted, whereas the environmental argument is often, I'm
exaggerating here for effect, ‘well prove that four different ways.” There is a different bur-
den of proof required for environmental arguments and environmental issues than there is
on economic ones—that’s my personal view not a departmental view—I will make that
clear! (State engineer)

Overall, this spatialized neutralization deflects environmental or future risks that
cannot be managed within the existing political-juridical domain of planning assess-
ment. This allows planners and other governance actors to claim that they are acted
upon by larger structures and systemic forces. Overlapping with the denial of
responsibility is the coast as an economic space.

Denial of Injury and Victim: Legitimating Economic Spatiality

Implicit in planning is the ongoing use of the coast as economic space. Materially,
new developments benefit private users through land price appreciation and LGAs
through rate inflation, whereas recreation hubs such as surf lifesaving clubs carry
positive economic and social externalities. Hence, an urban LGA planner seeking to
implement prudent coastal development recognises economic pressures (while
engaging in a denial of responsibility):
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The barriers [to implementing environmental protections or blocking coastal development]
are poor [meaning legally weak] state government policy for the coast. We don’t have much
to stop development. There is really nothing in any of the state government policies that we
have to draw from to put in our development plan, stopping development. Development is
always going to happen but it’s a matter of mitigating the issues that go with it. That’s all
we can ever do. There is no policy to re-establish the [sand] dunes when a house reaches the
end of its life.

In addition, the shorter term pressures for using coastal space for economic
action follows the political imperatives of growth coalition driven economic devel-
opment. As an LGA planner managing the development of a new coastal town-
ship notes:

All the big projects are in [politically] marginal seats. [We] can’t do anything as develop-
ment plans are under the control of state governments. The Economic Development Board
is mostly real estate developers and people who invest money.

To mitigate paradoxical norms—governance as protecting property from envi-
ronmental risk; governance as enabling built development—the denial of injury and
the denial of victim overlap. Both create a distinction between acts that are wrong
in themselves and acts that are illegal but not immoral: no significant physical or
individual harm arguments are developed. When deployed at sites where projected
SLR will impact on new developments, these techniques deny future injuries and
victims through an appeal to a wider, and more diffuse, social group. SLR will
impact other communities so why restrict economic development at this site? For
example, a LGA councillor supporting the large peri-urban township development
dismisses SLR projections through reference to other communities that might be
affected:

... but a lot of the project [township development] is above places like [an adjacent indus-
trial and residential] Peninsula, which are actually below the levels of where most of this
development is. So if we do have the problems of the rising sea levels it is going to hit a lot
of other areas first!

Likewise, for a representative of a surf life-saving club redevelopment abutting
the Adelaide metropolitan coast:

... we’ve done what we can to observe what the [state planner] said. One of their comments
was that 3-meter waves will hit the building. If that is going to happen then the whole met-
ropolitan coast will be in danger so you can’t prepare against that. Although it might sound
ridiculous to those that live along here, you simply can’t prevent that if it is going to happen
and the whole state would be under threat, not just us. I said, ‘If you feel our building is
under that sort of threat then you had better tell everybody that lives along the coast line to
sell now and don’t expect your kids to inherit the building, the house, on the seafront
because it won’t be there.” (Private developer)

Such statements could be interpreted as a denial of capability—the inevitability
that SLR cannot be held back. However, this denial of victim and injury invokes a
tacit socialization. Here the projected injuries of new developments become parsed
through appeals to a generalized coastal community, present and future. Potential
injury and victim caused by a new coastal development can be denied; if everyone
else on the coast is affected, there is no specific victim or injury. There is disaster.
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Therefore, the ongoing use of the coast as economic space can be legitimated by
broadening the victim base, which is further diffused through reference to future
uncertainty. Debates over the coast as economic space then broaden out into ideo-
logical clashes between pro- and anti-development actors, and the condemnation of
condemners.

The Condemnation of the Condemners: Ideological Spatiality 1

This technique is a brazen “rejection of the rejecters” (Sykes & Matza, 1957,
p. 668). It calls into question the motives and behaviours of those who disapprove.
This could be disapproval over developments or disapproval over pro-environmental/
prudential development positions within governance settings. These techniques
were widely articulated. Although descending into sophisticated name-calling, this
technique echoes the metaphorical and paradoxical dimensions of the coast; its
symbolic uses can be presented in different ways. Two indicative examples from
pro- and anti-development MPs illustrate how ideological interests are condemned,
first through reference to the uncertainty of coastal science, and second through
growth coalition solidarity. The state MP managing the development process of a
surf lifesaving club, whose location on a promenade sees it buffeted by storm
surges, states:

One thing I know for certain is that if I whacked half a dozen (coastal) scientists in this
room we might come up with six different views, and the one thing they will all agree on is
the need for more funding for research. What we often see is scientists being pitted against
each other as opposed to an agreed position. The advocates for not doing anything will
always say ‘but we need more research.” (State MP)

Meanwhile, a state MP opposing a periurban township development on a coastal
flood plain argues:

I’ve made many speeches in parliament about the conflict of interest [the state government]
has under the GAI—the Growth Areas Investigation. They did the major study for govern-
ment for areas for growth on the outskirts of the city [including coastal zones]. They did that
work for government and at the same time they represented private developers who had
been buying up land on the fringes ... for ages. Then, surprise, surprise they happen to
recommend to government that areas that their clients owned were suitable for urban devel-
opment! (State MP)

By making the self-interest within putatively transparent governance practices
hyper visible, these MPs are condemning their opponents’ motives. Scientists want
more money, growth coalitions want to consolidate power over space. Broadly, pro-
development groups can condemn by pointing to the coast’s paradoxical nature—it
is known and unknown—whereas antidevelopment groups condemn growth coali-
tions that privatize profits and socialise costs. In governance debates, they offer
archetypical counterweights over the valorization of coastal space. A similar strat-
egy appears in appeals to higher loyalties.
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Appeal to Higher Loyalties: Ideological Spatiality 11

In criminology literature, appeals to higher loyalties refer to gangs, brotherhoods, or
immediate family whose interests are placed above the law or societal expectations.
This approach then acts through reference to an alternative value system carried by
subgroups. In its spatialized form, this occurs through the privileging of subgroups
along paradoxical ideological scales. One iteration of this technique is to displace
critiques over environmental risks through a claim to the higher loyalty of the local
community as the ideologically privileged scale. Here, a pro-development LGA
councillor mixes the condemnation of condemners with the high loyalties of local
community:

... because of this vocal minority (referring here to community environmental activists)
drive things, the [planning] bureaucracy listens to them. But we didn’t just have the vocal
minority but a whole range of people, which gave us what I call ‘the real people,” and not
just self-appointed activists. As I say, I work with the people. Activists are vocal and dishon-
est. (LGA councillor)

An alternative higher loyalty is the belief in science and rational communicative
action. The subgroup loyalty is to specialist expertise that is increasingly questioned
in “post-truth” public and political discourse (see Kelly & McGoey, 2018). Yet, the
higher loyalty to global scientific authorities can legitimate planning:

There is public scepticism, but if you are presenting a project, like the (coastal resort) proj-
ect or something like that, you include in your information that you’ve considered the IPCC
(Intergovernmental Panel on Climate Change) guidelines and things like that. These recom-
mendations that you’re putting forward go to government departments or local council or
something like that. And while there may be a lot of scepticism in the community in gen-
eral, you don’t get that back from government departments or local council ... It’s all done
to get development approval on projects. (Consulting engineer)

Appeals to higher loyalties—or the other neutralizing techniques—are no guar-
antor of success in reaching objectives. They emerge in on-the-ground planning
process where debates descend into a series of governance tropes or ritualistic
manoeuvres to signal towards, and call to account, the actions of opponents. They
are a gesture to say: “We know what you are doing and this argument/rationalisation
might not change the development process, but you should be aware that we know
what you are doing.”

Within these examples, there is of course slippage between narratives and prac-
tices, blurred lines of authority and condemnation, and multiple, imperfect paths to
legitimation within coastal planning systems. There are also evolving governance
networks, ongoing tension between technical knowledge and planning systems, and
the incessant economic pressures on land use, which means governance is a painful,
state-managed process of negotiation. Here, the spatialized techniques of neutral-
ization are but one component of a suite of tacit tools used in negotiations. What
these techniques then intimate is a spatial meta-narrative: the neutralizing of space
through reference to time.
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Neutralizing Space Through Time?

Human geographers view the space-time dialectic as a core theme and organising
paradigm. Nevertheless, these two concepts are not created equal in either academic
or everyday narratives. As Soja (1989) argues, too often space is subsumed under
time; time is active and becoming, space is dead and inert—the physical crystalliza-
tion of time. In studies of global capitalism, such as Harvey’s work from 1989, capi-
tal’s accumulation dynamics are the annihilation of inert space (distance) by time
through new technologies and institutional convergence, whereas land simultane-
ously provides a spatial fix to rounds of capital investment. Massey (2005) is more
moderate in her claims, yet sees the space-time dialectic as coconstituting:

Here the representation of space takes place through its convening into a temporal sequence.
The challenge of space is addressed by the imagination of time ... (modernity is one space
viewed through time) ... The real import of spatiality, the possibility of multiple narratives,
was lost. The regulation of the world into a single trajectory, via the temporal convening of
space, was, and still often is, a way of refusing to address the essential multiplicity of the
spatial. It is the imposition of a single universal. (p. 71)

One implication of Massey’s argument is that this modernist privileging of time
over space becomes folded into spatialized techniques of neutralization. This occurs
through a double hermeneutic (Giddens, 2013), that is, both academic ontology and
common sense, with the actors involved in land-use governance evincing a geo-
graphical imagination. In this quasifolk knowledge of coastal governance, actors
recount space as time-indifferent. Regardless of its unique and relational spatial
histories, actors viewed coastal space primarily as physical space to be remade for
immediate or future uses. A pro-development LGA councillor summarizes this
time-space ethos:

... is the world going to stop because [coastal development] happens? No. So why worry
about what way the sea-level is going to do! It becomes insignificant on a day-to-day basis
of what’s happening in my life and what may happen in the next generation. After that we
don’t care enough about the following generation.

In contrast, historical development and private interests sees a coastal engineer
call upon future levels of expertise and public funding to defend the coast. Time
saves space:

... you only have to do a quick calculation of the value of the waterfront property and then
come to the conclusion—and these places are worth over a million dollars for every 15 m
of frontage—once you’ve (got a government implementing a retreat from SLR strategy)
buying those up what about the next row? The sea doesn’t stop there. So hundreds of hect-
ares of land behind the first row are subject to flooding if you give up on the front properties.
You are not talking one or two rows of houses, you’re talking about going back a couple of
kilometres of flood-prone land on the coast—it is ridiculous to think we would even retreat.
It doesn’t even stack up economically. From a structural point of view you protect, you need
to protect. We will just be following what the Dutch have always done for the last 100s of
years; really you don’t need to be a clairvoyant to work that one out.
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Time is summoned to neutralize coastal risks in “place” by using claims to an
unknown spatial future. Notwithstanding, the growing sophistication of computer-
aided actuarial modelling, and the temporal logics of the money economy, planning
systems cannot factor in all future spatial effects. SLR and climate change is an
unknown, for it is based on projections (Whatmore, 2009); therefore, why put off
what you can do today until tomorrow? There is no absolute certainty over the envi-
ronmental or sociopolitical future, so this future cannot be privileged over the pres-
ent. Moreover, in South Australia’s context, planners and politicians do not have
time to wait for economic development; action needs to be taken now. If coastal
space is threatened by SLR, this was to be acted upon when equipped with yet-to-
manifest levels of human ingenuity and finance, underpinned by new modes of con-
sensual coastal management. Fixed space is neutralized by fluid time. Echoing
Massey (2005):

This kind of space of modernity, in other words, doesn’t see space as emerging from inter-
action, nor as the sphere of multiplicity, nor as essentially open and ongoing. It is the taming
of the challenge of the spatial. This is a far deeper victory of time over space than the often-
referred-to deprioritisation. (p. 71)

Here, such spatialized techniques of neutralization are not just cognitive rational-
izations but political tools (Fooks et al., 2013). They are a performance of power to
control the responses and actions of others (Dahl, 1956). These techniques can neu-
tralize in public domains as well by recasting the political-economic pressures of
scale and place. In a modernist narrative where governance actors cannot control the
past but can control the future, the privileging of time instantaneously appeals to
specific communities, bearing the promise of wider social good and immediate and
future material benefits, and implies coastal space is tameable regardless of future
geophysical processes. Yet research shows growing belief (and experience) in the
effects of climate change, and growing concern that action needs to be taken now
(Giddens, 2009). Closer to the spirit of Sykes and Matza (1957), actors employing
such appeals to time neutralize the concerns of wider society without questioning
the legitimacy and authority of coastal land governance.

Conclusion

This analysis of the spatialized techniques of neutralization evinces a methodologi-
cal problem. I conducted the interviews postfactum; following Bourdieu (2004),
when interviewed actors create stories that are semitheoretical or seek to impress
the interviewer, while presenting a particular image and identity of the participant—
one that conforms to their self-image. Whether these techniques and spatial meta-
phors are used in situ governance practices or only emerge as rationalizations in
interviews following the event is an area for further research.

Nevertheless, in this chapter I have approached the theme of knowledge for gov-
ernance from the angle of knowledge of governance—how to articulate contests in
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coastal development. Bringing techniques of neutralization from the sociology of
deviance to governance contexts, I have foregrounded different—and subversive—
forms of knowledge. Cosituated within the formal, technical, and rational process of
land development is a tacit knowledge of how to legitimate planning decisions.
Actors use spatial imagery and metaphors to create neutralizing narratives: denying
responsibility in the political-juridical domain; denying injury and victims to legiti-
mate the coast as economic space; using competing ideologies of space to frame the
condemning of condemners and appeals to higher loyalties; and a metanarrative
privileging time over space. Such ritualistic efforts in neutralizing opponents’
claims emerge not from a need to directly protect individuals or coastal space, but
to deflect attention from planning arrangements and governance processes that
enable—with a dull inevitability—environmentally and socially risky coastal devel-
opment to occur. Hopefully, this initial dialogue between techniques of neutraliza-
tion and the human geography of land governance may open new avenues for
researchers in other governance settings, allowing them to explore how the tech-
niques of neutralization circulate at the nexus of knowledge of, and knowledge for,
governance.
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Chapter 4
The Atmosphere of Democracy:
Knowledge and Political Action

Nico Stehr

Society and Nature

It is well known that in recent years, the scientific community’s consensus about
man-made climate change has not only become more robust but that a number of
recent studies point to far more dramatic and long-lasting consequences of global
warming than previously assumed. Although commonly referred to simply as
“global warming,” the consequences to expect are increasing average global tem-
peratures, rising sea levels, and more frequent occurrences of extreme weather.
Given the accumulation of greenhouse gases in the atmosphere, their retention time
of hundreds or more years and, despite many efforts to reduce emissions, enhance
resilience, and implement new technologies, the relationship between society and
the climate is bound to change in novel and unpredictable ways (see Stehr &
Machin, 2019).

Under the circumstances, how is it possible, many scientists now ask, that robust
science-based evidence does not motivate and encourage major political action in
society as a whole and change the conduct of civil society members worldwide?
How is it possible that democracies in particular have done so little to effectively
combat the risks of climate change and simply failed to pay attention to the dangers

In my discussion of the relation between knowledge, expertise, and democracy, I am drawing on a
couple of earlier reflections, such as Stehr (2016a, 2016b). I am grateful to Michael Handke for his
comprehensive and constructive review of my manuscript. I thank Scott McNall for his helpful
comments.
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of global warming?' After all, the nature of the future present is very much predi-
cated on decisions taken now.

Being disenchanted with the workings of democracy and blaming democracy for
a host of social, economic, and political ills is not a new complaint: “Lamenting the
failings of democracy is a permanent feature of democratic life, one that persists
through governmental crises and successes alike” (Runciman, 2013). However, the
referent of the expression “climate change” is a novel reason for a fundamental
concern about the fate and future of democracy.

Blaming Democracy

Climate scientists, social scientists, and the media as well as environmental activist
groups (NGOs) concerned with climate change refer to a “future present” of excep-
tional circumstances? and protest that “evolution did not design us to deal with such
problems” (Jamieson, 2014, p. 61; di Paola & Jamieson, 2018).> Members of the
same groups assert impatiently that no one is listening to the diagnosis of histori-
cally unprecedented risks and dangers.*

In important respects, therefore, the discourse of climate science having estab-
lished the fact of anthropogenic climate change has by necessity become forward
looking. The focus has shifted to how will it be possible to govern societies in the
not too distant future under the massive impact of global warming. How will it be

'T am using the concepts of “risk” and “dangers” not as overlapping terms, but in the sense in
which Niklas Luhmann (2005, p. 23) introduced them as contrasting concepts. The risks of climate
change can be attributed human-made decisions, while humanity is exposed to the dangers of cli-
mate change. An example of risk-taking decisions related to climate change can be studied in
today’s State of California: People are moving into high fire-risk zones, that is, the population of
California grew by 3 million between 2000 and 2010, and, “in 2017 over a quarter of the state’s
population lived near moderate or high-risk fire corridors. With this increase in population comes
a higher possibility of a human-made wildfire. And as people move into these high-risk areas, more
buildings are in harm’s way: structures generally burn longer than vegetation, allowing fire more
time to spread” (cf. Adolphe, 2018).

2The useful concept of a “future present” is Niklas Luhmann’s (1976, p. 140) terminology: “If we
characterize processes or activities as beginning or ending, we use a terminology which belongs to
the present. If we use these expressions to refer to distant dates—for example: The Roman Empire
began to fall—we refer to a past present or to a future present.”

3An incessant amplification in the discourse of imminent threats (many may recall the 1986
SPIEGEL title with Cologne cathedral underwater) can paradoxically turn out to be supportive of
the opposite virtue, namely, as a defense of the present and encouraging skepticism toward sce-
narios of impending dangers. This represents a psychological mechanism not unlike the everyday
attitude toward weather extremes widely interpreted as an affirmation of the normal course of the
climate (cf. Stehr, 1997; Stehr & Machin, 2016b, 2019).

*As Bill McKibben (2018), for example, notes: “Over and over we’ve gotten scientific wake-up
calls, and over and over we’ve hit the snooze button. If we keep doing that, climate change will no
longer be a problem, because calling something a problem implies there’s still a solution.”
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possible to govern a future present that is anticipated to be altogether different from
the societal context in which democratic systems originated and flourished in the
past? In the cases which I will identify, strong opinions promoting the need to sup-
press political liberties in the wake of profound future environmental changes are no
longer unusual, yet have not received systematic attention in social science.

In this essay, therefore, I will bring this disenchantment with democracy, espe-
cially in its currently dominant liberal version, under the spotlight. My essay is
about the struggle to align politics and policy with science. I will critically probe the
argument that policy makers are going to have to act, even without a broad public
mandate and legitimacy. Time is very short before a future of disastrous damage
becomes locked in. But rather than lamenting the inconvenience of democratic gov-
ernance, it is important to reflect upon ways of enhancing democracy, not despite
but especially in light of the massive challenges of a changing climate. Coping with
major environmental challenges is best accomplished, as history shows and as I will
argue, within the bounds of democratic rather authoritarian political systems. In this
essay, I reframe our changing climate as an issue of political governance and not as
merely an environmental or as an economic issue.

I will advance my argument in a number of steps. First, I will address the grow-
ing assertion that social science contemporary democracies face exceptional cir-
cumstances. Second, I will reflect on the classical and present-day social science
discourse on the erosion of the foundations of democracy. Third, I will describe the
growing sentiment of an inconvenient democracy among climate scientists, other
scholars, NGOs, and the media. Climate scientists propose overcoming modern
democracies’ inability to cope with the disastrous consequences of climate change
by abolishing democracy. The alternative, of course, is to strengthen democracy.
Fourth, I will consider the proposed shift in role for climate scientists as policy mak-
ers. In the final section, I will examine the serious deficiencies in the assertion of
contemporary society as an inconvenient democracy.

The Rise of Exceptional Circumstances

As never before, the continuity from past to future is broken in our time. Niklas
Luhmann (1998, p. 67).

In the past, actors typically used war-like conditions and major disasters to jus-
tify the abolition of democratic liberties, if only temporarily. The present appeal to
exceptional circumstances from the critics of dominant government climate policies
around the world echoes this sentiment, demanding the elevation of a single socio-
political purpose to ultimate political supremacy.’

For a discussion of exceptionalism in political theory, critical security, and citizenship studies, see
Best (2018).
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With climate change, the world is confronted with a historically novel situation
and future present. Climate change within historical times is locked in. Most of the
scientific discourse has been devoted to establishing that anthropogenic climate
change exists. Researchers have settled the issue of whether climate change is
anthropogenic, and it has become clear that unless increasingly vigorous political,
economic, and societal measures are implemented, the planet will continue to expe-
rience warming ‘“‘greater than it has been for more than half a million years”
(Nordhaus, 2013, p. 325). What scientists have not settled is a range of important
questions such as the speed of global warming, or the nature of the consequences of
climate change on various significant attributes of human existence and in different
regions of the world.

Governing the consequences of climate change must include a time scale and
anticipated societal transformations that are clearly beyond human imagination and
current political institutions. Except for reference to singular historical events, such
as war, revolution, economic collapse, or the struggle for national liberation, there
are no large-scale human experiences within historical times to which the climate
science community can appeal as it begins to reflect on a future present in which
massive impacts of climate change have set in. This relates to all levels of society
and its relations abroad, such as how the world makes and uses energy, the virtue of
the nation state, migration patterns, the global economy, and civil societies. In such
contexts, crisis conditions promote the creation of emergency powers, the delegiti-
mation of the previous political order, the abolition of liberty and justice, and the
installment of revolutionary governance. The past is by no means a foolproof guide
to the future—it is, however, often the only guide we have.

Appeal is therefore made to extraordinary circumstances or a war-like footing
(Lovelock, 2009; McKibben, 2016) that necessitates the suspension of freedoms
and climate scientists’ political ascent. As the French political scientist Pierre
Rosanvallon (2013, p. 184) stresses: “The central nation state is seen as the only
source of security in the face of radical risk. It is the hope that an appeal to extraor-
dinary circumstances, that is, to a threat to the very existence of civilization if not
humankind alone might be able to give capacity and ... energy back to a failing or
hampered [political] will.” Frank Fischer (2017, p. 54) complements this in criticiz-
ing that “current political-economic efforts on part of contemporary democratic sys-
tems to deal with problems such as global warming ... [are] little more than limited
symbolic gestures, especially given the pressing constraints of time.” The problem
of global warming and its consequences does not merely pertain to contemporary
democratic governance and a missing commitment of citizens to change their ambi-
tions and behavior. Above all, a future perspective is needed (Lovelock, 2009). The
future perspective imposes its own norms on the present (cf. Jonas, 1984, p. 143).6

®Hans Jonas (1984, p. 143) interrogates the Baconian idea (executed, e.g., within Marxism) of
dominating nature by increasing the humanity’s power over it in his search for an ethic of the
technological age. Jonas designates the Baconian ideal as the source of an ethic aimed predomi-
nantly at the future and therefore imposes its norms on the present.
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But how does one govern well under exceptional circumstances? This question
encounters two countervailing forces: that of an inconvenient mind' and of inconve-
nient social institutions. The former relates to a public that is assumed to be “present-
centric” (Skidelsky & Skidelsky, 2012, p. 130), in other words, comfortable with the
status quo, and that justifies imposing one’s own (superior) ideas on those of future
generations citizens (because should one really need to care whether the future pub-
lic cares?). The latter relates to a strong state in the form of a command society. In
other terms, good governance of society based on citizen participation must be sub-
ordinated by almost any means to the defeat of the exceptional circumstances.

It is the single purpose of defeating those exceptional circumstances that legiti-
mizes the temporal suspension of liberties (Hayek, 1944, p. 189). However, is any
massive absorption of powers in the hand of the state and its representative’s revers-
ible, in the long run? And are the potential consequences of climate change the
equivalent of (abrupt) war-like conditions? How can one pinpoint the onset of
exceptional circumstances?

Democratic governments’ deficiencies are many and far exceed the issue of cli-
mate change and its societal consequences; but is it therefore justified to reach a
conclusion as disparaging as the diagnosis of an inconvenient democracy? After all,
authoritarian and totalitarian governments do not have a record of environmental
accomplishments; nations that have followed the path of “authoritarian modernizat
ion/environmentalism” such as China or Russia cannot claim to have a better
record.® Nonetheless, the disenchantment with democracies continues to be
advanced, and perhaps is becoming even more vocal as entrenched climate policies
fail to live up to their promise.

Inconvenient Democracy

Those who assert exceptional circumstances and the concomitant promotion of the
need to overcome an inconvenient democracy derive their intellectual sustenance
from a range of new and classical considerations, which lead to different forms of
blaming with different addressees.

"The reference to the inconvenient mind is of course a play on words rooted in the better-known
metaphor “an inconvenient truth.” A fairly straightforward example of an inconvenient mind in the
case of climate change is to suggest that the science of climate change is much too complicated for
the average citizen to comprehend. A less “neutral” version of the inconvenient mind would be to
suggest that the public is intellectually incapable of grasping the idea of global warming and its
consequences.

8 As Bruce Gilley (2012, p. 287) explains, “authoritarian environmentalism™ is used to refer to “an
emerging theory of public policymaking in the face of severe environmental challenges. It has been
discussed both as a prescriptive model of how countries should effectively respond to such chal-
lenges, and as a descriptive model of how they are likely to respond.”
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The Erosion of Democracy: The Classical Perspective

In the classical social science literature, many observers believe that the threat to
democracy that issues from an uneven access and distribution of knowledge in soci-
eties, for example, on social inequality formation in society (see Stehr & Machin,
2016a), has radically displaced earlier, optimistic enlightenment views regarding
the resilience and even the possibility of a democracy based on a general circulation
of knowledge in society.” Numerous authors, from Max Weber to Robert Michels,
have explicated these and other threats to representative democracy.

Given the unstoppable advance of bureaucracy in modern societies, Max Weber
(1918/1994), for example, feared a kind of pacifism of social impotence of the citi-
zenry, for in the face of a

growing indispensability and hence increasing power of state officialdom ... how can there
be any guarantee that forces exist which can impose limits on the enormous, crushing
power of this constantly growing stratum of society and control it effectively? How is
democracy even in this restricted sense to be at all possible? (Weber, 1918/1994, p. 159)

Robert Michels (1915), in his classical study of the undemocratic tendencies in
the social democratic party, a political organization that actually aspires to and
fights for democratic goals, refers to an almost “natural” state of incompetence and
immaturity of the mass of people in modern democracies. And because those of
rank and file are incapable “... of looking after their own interests, it is necessary
that they should have experts to attend to their affairs” (Michels, 1915, p. 93).
Seldom is the rank and file willing to throw off the authority of the expert leaders
and dismiss them from control.!” Numerous of the classical concerns about the via-
bility of democratic governance find an echo in contemporary reflections about the
fragility of democracy.

There is good reason to be skeptical of the idea that either the notion or the realities of the knowl-
edge gap or the information overload, however defined, are genuinely new. One has only to refer
to the convergence of societal diagnoses proposed, at the dawn of the last century, by thinkers such
as Georg Simmel, Sigmund Freud, and Walter Benjamin, of a cultural age displaying severe over-
stimulation, discontinuities, and overload.

'"Whether the disillusioned conclusion Robert Michels (1915, p. 95) draws in light of the tenden-
cies he observes, namely that “social democracy is not democracy, but a party fighting to attain
democracy” is inevitable, that is, universally applicable as a kind of iron law, is surely contestable,
although many observers are prepared to concede that Michels has discovered one of the few law-
like relations in social science. For more recent studies by economists, sociologists, and political
scientists who take Michels’s challenge about the inevitability of oligarchic tendencies in organiza-
tions on board, see Williamson (1975, 1985, 1994), Granovetter (1985), Foucault (2005), Stehr and
Adolf (2018, pp. 321-324).
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The Erosion of Democracy: The Modern Perspective

A deep-rooted pessimism about the psychological make-up of human beings, the
temporality of human thought, the failure to mobilize individuals for the cause of
effective climate policies, the inability of government given constitutional con-
straints to attend to long-term goals, the fragility of the political order, the influence
of vested interests on the political agendas of the day, and in the case of anthropo-
genic climate change, the addiction to fossil fuel, as well as, last but not least, the
ineffectiveness of the climate science community itself insure that their message
does not fall on deaf ears.!!

Blaming the People

Daniel Kahneman sums up the growing skepticism regarding citizen motivation
when he states:

The bottom line is that I'm extremely skeptical that we can cope with climate change. To
mobilize people, this has to become an emotional issue. It has to have the immediacy and
salience. A distant, abstract, and disputed threat just doesn’t have the necessary characteris-
tics for seriously mobilizing public opinion. (Cited in Marshall, 2014, p. 57, emphasis added)

The mass of citizens, it seems, simply cannot be won over to endorse and follow
the course of scientifically based policy options. The large majority of citizens is
basically inclined to act irrationally (cf. Schumpeter, 1942, pp. 262-263). The cli-
mate scientist Hans-Joachim Schellnhuber (Elger & Schwigerl, 2011, p. 29)12
gloomily relates why climate change communication does not reach civil society:
“[M]y own experience and everyday knowledge illustrate that comfort and igno-
rance are the biggest flaws of human character. This is a potentially deadly mix.”
However, to view democracy and politics in terms of the competence of the indi-
vidual citizens is to argue in favor of a micro-sociology without a macro-sociology.
The reference to the public perceptions of science and expert knowledge goes
beyond the implicit or explicit assumption that the public has basically deficient
information and knowledge, is perhaps even reactionary, and tends to respond to
complexity with trepidation (cf. Gauchat & Andrews, 2018).

The apparently widely shared ability to avoid knowing what the future could
bring can of course also be interpreted as a psychological “incentive” to live with

" Efforts in climate change communication are predicated on the conviction

that if the public only knew the facts about climate change and began to understand just how
serious the problem is, they would raise their voices and demand that our governments and corpo-
rations do something (Revkin, 2014).
12The climate scientist Hans Joachim Schellnhuber, in an interview with DER SPIEGEL (Issue 12,
March 21st, 2011, p. 29) in response to the question of why science’s messages do not reach
society.
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the knowledge about the limited knowledge on the outcome of events that are
located in the future (cf. Gigerenzer & Garcia-Rettamero, 2017). Meanwhile, politi-
cal scientists, who have in many ways been concerned about the voters’ lack of
information, have begun to stress that the democratic-political system works in spite
of citizens’ ignorance (Kuklinski, 1990). Or, as Petersen and Aarge (2013, p. 289)
have more recently documented, despite the widespread lack of extensive political
knowledge, “citizens readily form opinions on what constitutes the best and most
efficient policies.”

Seymour Martin Lipset and his colleagues (1962) advance an appraisal more in
support of the political virtue of knowledgeable citizens: lack of information, pas-
sivity, and lack of interest of rank-and-file members in the affairs of an organization
is in the interests of the powerful and supports their capacity to perpetuate power
advantages. It seems that it is not so much the volume of knowledge or information
that citizens command that impacts the relation between democracy and knowledge,
but rather the importance of democracy-enhancing individual and collectively
shared value-orientations; or, as Robert Dahl (1977, p. 1) argues: It is “the ways in
which we think about ourselves as a people” that support the existence and the sta-
bility of democracy. Of course, value-orientations and educational achievement are
connected: “Education presumably broadens men’s outlook, enables them to under-
stand the need for norms of tolerance, restrains them from adhering to extremist and
monistic doctrines, and increases their capacity to make rational electoral choices”
(Lipset, 1959, p. 79).

Blaming the Political Class

In the eyes of many from the climate science community, not only citizens but also
politicians are not ready to pursue policies that effectively address climate change.
Climate activist, climate scientists, some politicians, and many other observers
agree that the recent climate summits in Copenhagen, Cancun, Durban, and Warsaw
were failures. The summits did not result in a new global agreement to cope with the
emissions of greenhouse gases. The subsequent 2015 Paris Agreement, widely
regarded as an historical achievement, seemingly marks a general scientific and
public consensus that anthropogenic climate change is a very serious threat to
human civilization and its environments. The treaty, however, is non-binding. There
are no formal sanctions if a country should fail to live up to its commitments regard-
ing the efforts in terms of mitigation, adaptation, or finance, and there is no guaran-
tee how far reaching the Paris Agreement will be. This problem came to the fore on
June 1st, 2017, when the United States, led by President Donald Trump, announced
their formal withdrawal from the treaty, rejecting the scientific consensus that
greenhouse gas emissions are warming the planet.

Although under the terms of the Paris Agreement the U.S. cannot formally begin
the process of withdrawal until November 2019, the current administration is
already embarked upon a strong anti-environmentalist agenda. In his
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announcement, Trump was fulfilling his campaign pledge to “end the war on coal”
and his purported aim to reclaim sovereignty for the American people and put
“America first.” But as has been much remarked upon, shortly after his announce-
ment in which Trump emphasized that he was elected to represent “the people of
Pittsburgh and not Paris,” the mayor of the state of Pittsburgh, Bill Peduto, voiced
his criticism of the withdrawal and proclaimed the state’s commitment to the treaty.
Indeed, a number of American states and cities will continue to follow its announced
climate policies, offering “a profound counter to Trump’s anti-environmental cru-
sade” (Bomberg, 2017, p. 5). What this scenario illustrates is the high degree of
politicization of the issues of climate and climate change in the contemporary world.

The nature of the relation between temporality and democracy indeed justifies
doubts about the effectives of democratic governance in the face of longer-term
future risks and dangers of climate change. Issues of temporality refer to at least a
couple of significant matters driven by distinctive but related systemic conditions of
democratic governance. On the one hand, democratic governance is captivated by
the immediacy of frequently changing events that often come and go rapidly, as
much as it is affected, on the other hand, by constitutional rules of representation
that prescribe relatively short frames of temporality. The public perception of the
urgency of political issues is dynamic and relative. The attention that actors give to
climate change very much depends on their perception of the importance of other
political issues at any given time, especially on the perception of pressing eco-
nomic issues.

Are democracy and societal institutions constrained by short-term constitutional
frames and governed by principles of liberty, such as the market, capable of dealing
with harms and risks to society that are located in the future? How can democracies
sustain interest in a future present that is a couple of decades away and thereby
escaping the typical media issue attention cycle (Downs, 1972; McDonald, 2009)
of events?

There is a parallel discourse in social science to which I now turn, in which sci-
entists express strong doubts about the “sustainability” of modern democracies.
They highlight symptoms of a crisis that is not only triggered by major environmen-
tal problems but also by various structural and secular challenges faced by present-
day democratic governance.

Are Democracies Dying?

The climate science community’s discussions about democratic governance’s inad-
equacies converges with assessments of the present state and future of democracy in
the social sciences. It was only a few years ago that political scientists proclaimed
the end to history (Fukuyama, 2018) and with it the ultimate victory of democracy.
Today, political scientists—Francis Fukuyama (2018) included—are much more
likely contemplating the dissolution of democracy. Even titles like “The Future of
Freedom” (Zakaria, 2003), “The Retreat of Western Liberalism” (Luce, 2017),
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“How Democracy Ends” (Runciman, 2018), “How Democracies Die” (Levitsky &
Ziblatt, 2018), “The People vs. Democracy” (Mounk, 2018), and “Can Democracy
Survive Global Capitalism? (Kuttner, 2018) give an indication of it. The dispute
about climate change and climate policies plays a central role in the contemporary
shift of the debate about the well-being of democracy. In response to multiple soci-
etal changes underway, the arguers concludes, democracy loses its legitimacy in the
eyes of its citizens.

The conclusion of social science observers must therefore be that contemporary
democracy—in many ways whether by design or at the outcome of structural eco-
nomic, political and moral changes—is on its way to autocratic forms of gover-
nance. For instance, the erosion of democracy manifests itself in processes of
de-politicization, the substitution of politics by techniques of management or the
restriction of the public sphere, or (cf. Rosanvallon, 2006, p. 228; also Swyngedouw,
2011) “in a hollowing out of citizenship, the marketization of the public sector, the
soul-destroying targets and audits that go with it, the denigration of professionalism
and the professional ethic, and the erosion of public trust” (Marquand, 2004, p. 172).
Democratic governance is increasingly muted by the rapid abolition of democratic
principles of political equality, and even replaced by autocratic forms of governance
that echo Robert Michels’s (1915) century-old iron law of oligarchy.

What distinguishes the discussion about the poor health of democracy among
social scientists and climate scientists is the remedy that both sides advocate. On the
one hand, social scientists discuss efforts that could restore democracy, such as
rebuilding “a society of similar individuals” (Rosanvallon, 2013) through the active
participation of a large number of citizens that shaping the agenda of public life. On
the other hand, climate scientists and other observers of global climate change dis-
parage democratic governance’s very capacity to cope effectively with the large-
scale environmental problems and therefore call for a more authoritarian state and/
or a state where decision making by technical experts is given weight. But then
democracy is allegedly dismantling itself.

Colin Crouch (2004, p. 4), for example, describes democracy’s transition to post-
democracy in the following terms: “Under the conditions of a post-democracy that
increasingly cedes power to business lobbies, there is little hope for an agenda of
strong egalitarian policies for the redistribution of power and wealth, or for the
restraint of powerful interests.”

Post-democracy is also accompanied by the swift erosion and disavowal of dem-
ocratic rights and values, as Richard Rorty (2004, p. 10) argues:

At the end of this process of erosion, democracy would have been replaced by something
quite different. This would probably be neither military dictatorship nor Orwellian totali-
tarianism, but rather a relatively benevolent despotism, imposed by what would gradually
become a hereditary nomenklatura.

In some of the images of post-democracy as a state of the state, a return to aris-
tocratic society has already been achieved. Self-appointed elites claim to carry out
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the wishes of the masses." In short, as Pierre Rosanvallon (2006, p. 228) empha-
sizes, politics has been replaced, “leaving room for one sole actor on the scene:
international society, uniting under the same banner the champions of the market
and the prophets of the law.” This marks a political development that representatives
of the climate science community very much welcome.

The radical conclusion some observers draw, especially those who favor and
promote the role of experts and expertise as a form of enlightened leadership, is that
democracy itself is inappropriate, that the slow procedures for the implementation
and management of specific, policy-relevant scientific knowledge leads to massive,
unknown risks and dangers. Civilization-as-we-know-it may come to an end.
Assuming it is not already too late, appropriate environmental governance must
look very different. To create a globally sustainable way of life, the world immedi-
ately needs, in the words of German climate scientist Hans Joachim Schellnhuber
(cf. WBGU, 2012), a “great transformation.” Part, if not the core of the required
great transformation appeared to be a new political regime and forms of gover-
nance. For example, as expressed by the Australian scholars David Shearman and
Joseph Wayne Smith (2007, p. 12) in their book The Climate Change Challenge and
the Failure of Democracy: “We need an authoritarian form of government in order
to implement the scientific consensus on greenhouse gas emissions.” Mark Beeson
(2010, p. 289) argues in the same vein when he brings into play the notion of good
authoritarianism:

[Gliven the unprecedented and unforgiving nature of the challenges we collectively face ...
forms of ‘good’ authoritarianism, in which environmentally unsustainable forms of behav-
ior are simply forbidden, may become not only justifiable, but essential for the survival of
humanity in anything approaching a civilised form.

Another proposal is for a distinctively political role of climate scientists. In most
countries, climate scientists are successful in equipping governments with the
authority of the correct point of view about climate change. However, climate sci-
entists fail to ensure that governments act on the authority of science.What is the
alternative? One alternative is an exchange of leadership and the rule of the knowl-
edgeable class. The idea to exchange political leadership is not only to put science
and scientists at the center of governance, but also to depoliticize the issue of cli-
mate change (cf. Aitken, 2012; Swyngedouw, 2010).

3Hans Jonas’s (1984, p. 147) sober response to such a claim is quite appropriate and worth citing
in this context: “[I]f ... only an elite can assume, ethically and intellectually, the kind of responsi-
bility for the future which we have postulated—how is such an elite generated and recruited, and
how is it invested with the power for its exercise?”



80 N. Stehr

Enlightened Leadership?

Within the broad field of climatology and climate policy, one is able to discern
growing frustration with the virtues of democracy and a mounting appeal to excep-
tional circumstances and the promotion of the role of scientists and experts in policy
making. The impatience with democracy and the shifting understanding of the role
of scientists can be observed with a change in the function of the International
Panel of Climate Change (IPCC). IPCC no longer considers itself a scientific orga-
nization with the mandate to offer alternative policy options for political discussion
and decision, but a body of experts demanding that the options for political action it
identifies be rapidly realized.

Robert Stavins, the director of Harvard’s Environmental Economics Program
and a co-author of the [IPCC Working Group 3 report, notes a

bottom up demand which normally we always want to have and rely on in a representative
democracy, is in my view unlikely to work in the case of climate change policy as it has for
other environmental problems ... It’s going to take enlightened leadership, leaders that take
the lead.™

The social scientist Evelyn Fox Keller (2017, p. 107) makes the strong case for
an immediately effective, practical political role of climate science, given the seri-
ousness of the problem of global warming:

There is no escaping our dependence on experts; we have no choice but to call on those (in
this case, our climate scientists) who have the necessary expertise ... Furthermore, for the
particular task of getting beyond our current impasse, I also suggest that climate scientists
may be the only ones in a position to take the lead ... [and] given the tacit contract between
scientists and the state which supports them on the other, I ... also argue that climate scien-
tists are not only in a position to take the lead, but also that they are obliged to do so.

Science, Knowledge, and Democracy

The strong desire to reach specific policy outcomes spelled out by the climate sci-
ence community lead many to believe that scientific knowledge is somehow imme-
diately performative or is an immediately persuasive form of knowing. Endorsers of
such a conception of knowledge privilege knowledge as a policy instrument by
ignoring the limits of the power of knowledge (Prewitt, 2010; Sarewitz, 2010; Stehr,
1991). On this doubtful basis alone, it is unsurprising that climate scientists at least
sympathize with the suspension of democratic process.

However, the inconvenient democracy position contains a number of obvious
weaknesses that I will enumerate now in some detail. I have organized my observa-
tions into five counterarguments.

'“As quoted in Andrew Revkin, “A risk analyst explains why climate change risk misperception
doesn’t necessarily matter,” New York Times, April 16th, 2014.



4 The Atmosphere of Democracy: Knowledge and Political Action 81

First, and importantly, one encounters a flawed understanding of scientific
knowledge and its potential role in political contexts. Scientific knowledge is nei-
ther immediately performative (knowledge equals control and represents practical
reason) nor immediately persuasive (that is, knowledge convinces unencumbered).
Knowledge alone does not generate a profit or score goals (cf. van Dijk, 2014). One
of the fundamental flaws in the portrait of an inconvenient democracy is the failure
to recognize the social character of knowledge in general and the contested and
often ambivalent nature of political knowledge in particular. Recognizing the proper
function of knowledge assures a premature political closure, in other words, the
depoliticization of the issue of climate change and climate policies.

It is more appropriate to characterize knowledge not as “something that is so,”
but as a generalized capacity to act on the world, as a model for reality, or as the
ability to set something in motion (Grundmann & Stehr, 2012; Stehr, 1994; Stehr &
Adolf, 2018). The German term that best describes knowledge as a generalized
capacity to act would be Handlungsvermogen. The verb vermogen signals “to be
able to do,” whereas the noun Vermaogen, in this context, is best translated as “capac-
ity” (rather than “fortune” or “wealth”).!> The capacity to act—the ability to put
something into motion—extends to the capacity to generate “symbolic action.” For
example, symbolic action may involve the ability to formulate a hypothesis, carry
out a ritual, find a new metaphor for an established term,'® assess “facts,” organize
the literature on a topic, or defend a thesis against “new facts.” The capacity to act,
in other words, refers not merely to the possibility of accomplishing something in
terms of a material and physical performance such as, for example, making fire or
driving a car. Capacities to act also refer to intellectual abilities as well as the pro-
duction of meaning, such as may be found in the detailed description of the bundle
of skills that I call knowledgeability (cf. Stehr, 2016a). This is most likely also the
reason why Norbert Elias (1984, p. 252) defines knowledge as “the social meaning
of human-made symbols, such as words or figures, in its capacity as means of ori-
entation” (emphasis added).

Knowledge, as a generalized capacity for action, acquires an “active” role (that
is, is put to work) in the course of social action only under certain circumstances,
namely where social action does not follow purely stereotypical (effortless) patterns
(Max Weber), or is strictly regulated in some other fashion. Under conditions of
ritualized social conduct, a break in the continuity between past and future will not
occur. Past and future are securely looked in through taken-for-granted sequences
of events.

Niklas Luhmann’s observations about the conditions for the possibility of mak-
ing decisions in the first instance perhaps allows for an even broader understanding
of the use of knowledge but also confirms my description of the likely usefulness of

15Georg Simmel (1890, p. 276), in his discussion of money as a generalized code, uses the concept
Vermaogen to describe the fact that money is more than merely a medium of exchange; his defini-
tion of money thus transcends a merely functional understanding of its social capacities.

1T refer in this context, for example, to Donald Schon’s (1963) reflections in Displacement of
Concepts (cf. also Haldane, 2013).
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knowledge only under conditions of degrees of openness of the circumstances of
action. Decision making, Luhmann (1998, p. 67) writes, “is possible only if and
insofar as what will happen is uncertain.”

The circumstances of action that I have in mind may also be described as actors’
capacity to alter or stabilize a specific reality. However, the capacity “to get things
done,” to alter and affect reality, as well as the ability to intervene in a context that
otherwise would change, is not symmetrical with the capacity to act (knowledge).
Knowledge and control should not be symmetrical: “Foresight and control is highly
fragile in reality, it can be shown that a persistent progress of knowledge neither
leads necessarily to an improvement of foresight nor to an improvement of control”
(Tenbruck, 1977, p. 223). One’s ability to do something is dependent on one’s con-
trol over the conditions of action. The lack of control over the political conditions of
action is an apt description of the societal role that fits the position of climate scien-
tists today and will continues to be the case as long as they have not appropriated
political power.

Second, one of climate science critics’ leading assumptions of democracy is a
misunderstanding of the climate problem and a misleading framing of the policy
process.!” The result of this misunderstanding of the climate problem and of the
climate policy process is a fundamental framing error, its perpetrators representing
climate change as a conventional environmental “problem” that is capable of being
“solved.” It is neither of these.

Rather than being a discrete problem to be solved, climate change is better
understood as a persistent condition that must be coped with and can only be par-
tially managed more or less well. The climate issue is one part of a larger complex
of such conditions encompassing population, technology, wealth disparities, public
values, resource use, and so on. Hence, it is not straightforwardly an “environmen-
tal” problem either. It is axiomatically as much an energy problem, an economic
development problem, or a land-use problem and may be better approached through
these multiple avenues than as a problem of managing the behavior of the Earth’s
climate by changing the way that humans use energy.

This makes climate change a “wicked” problem.'® A wicked problem is the
impossibility of giving the policy issue a definitive formulation: the information
needed to understand the problem is dependent upon one’s idea for solving it.
Furthermore, wicked problems lack a stopping rule: One cannot know whether one
has a sufficient understanding to stop searching for more understanding. There is no
end to causal chains in interacting open systems of which the climate is the world’s
prime example. Climate change policies are best embedded in comprehensive pol-
icy perspectives whose holders attack climate change indirectly, accepting, for

"In my critique of the dominant framing of the climate problem, I draw on our Hartwell Paper
(Prins et al., 2010).

8Wicked problems are embedded in multiple social systems. Originally described by C. West
Churchman (1967) and later explicated more comprehensively by Horst Rittel and Melvin Webber
(1973) in the context of urban planning, wicked problems are issues that are often formulated as if
they were susceptible to a simple, unilinear solution when in fact they are not.
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example, that decarbonization will only be achieved successfully as a benefit con-
tingent upon other goals that are politically attractive and pragmatic.

Third, in a related manner, proponents of the dominant political approach con-
centrate almost exclusively on a single effect that governance ought to achieve,
namely a reduction of greenhouse gas emissions and perhaps necessary measures of
adaptation to climate change. In doing so, they exclude other, more complex forms
and conditions of action. By focusing on the goals of political action rather than its
conditions, they reduce the contentious issue of climate change to scientific or tech-
nical issues. Sociopolitical issues are neglected. The politicization of climate sci-
ence leads to a depolitization of climate changes. Matters relevant to the public are
being permanently removed from politics (see also Jasanoff, 2012).

Equally deficient in this context is the focus on a single approach to attack cli-
mate change, namely a reduction of greenhouse gases, especially CO2. Those
exclusively framing climate policy as directed toward a reduction of emissions
ignore what Roger Pielke Jr. (2010) calls the “iron law” of climate policy. The iron
law merely states that although people are often willing to pay a certain price for
environmental policy goals, their willingness has its limits. That exact limit, of
course, varies from place to place and household to household. The massive resis-
tance of the “Yellow Vest” protests in France against the government’s plans to
implement regular fuel tax increases to fight global warming in the early winter of
2018 is a perfect example of Pielke’s law. The protests of the Yellow Vest movement
forced the government to cancel the tax increase. Public support for climate policies
declines as a function of the impact of such policies on the household costs. A con-
vergence of ecological and economic policies is not impossible. However, such a
convergence likely tilts toward the economic part of the equation when emission
reduction policies collide with economic growth or labor market policies.

Fourth, the generally pessimistic assessment of the ability of democratic gover-
nance to respond to, cope with, and control exceptional circumstances is linked, if
only implicitly, to the then peculiar optimistic assessment of the potential of large-
scale planning in the sense of social engineering. Planning on any scale is hardly
straightforward. Not only the capacity of governments but also the general possibil-
ity to plan for the future present of societies is rather limited, perhaps absent (see
Tenbruck, 1977, p. 138). Economic and social planning conceptions widely dis-
cussed in the affirmative decades ago have fallen into disrepute (see Giddens, 2009,
pp. 94-100). Certain schemes to improve the human condition have failed, James
Scott (1998) demonstrates case-by-case in his book Seeing like a State. The once
active academic program of, and enthusiastic support for, futurology about desir-
able futures has vanished (Seefried, 2015). Modern de-centered, functionally dif-
ferentiated societies preclude de-differentiated, society-wide social planning in
principle (Luhmann, 1976, 1998).

Fifth, in the reasoning of the impatient critics of democracy, one notes an inap-
propriate fusion of nature and the nature of society. The uncertainties (related to
climate) that the sciences of the natural processes claim to have eliminated and the
authoritative consensus that the sciences have thereby acquired are simply trans-
ferred to the domain of societal processes. Consensus on the evidence, it is argued,
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should motivate a consensus on political action. What becomes desirable is a ratio-
nal design of social order “commensurate with the scientific understanding of natu-
ral laws” (Scott, 1998, p. 4), for instance, a comprehensive engineering of human
settlement and production. Designing society top-down is schematic and ignores
the essential realities of any truly existing social order: The constitutive uncertain-
ties, fragility, and complexity of social, political, and economic events, the difficulty
of anticipating the future present are treated as minor obstacles that can be encircled
as soon as possible—of course by a top-down approach—by implementing policies
that the faith in scientific knowledge prescribes. This undermines the dignities, plu-
ralities, and conflicts that are immanent features of contemporary knowledge
societies.

Finally, there is the remarkable resilience of advanced capitalist democracies
confronted with major “shocks” from their beginnings in the early twentieth century
through one of the most turbulent modern centuries. Democracy is a more effective
adaptive organism than other forms of governance (Luce, 2017, p. 87) Although the
past is not necessarily a solid foundation for anticipating the future state of affairs,
there is “a near-zero probability of rich democracies reverting to authoritarianism”
(Iversen & Soskice, 2019; see also Przeworski & Limongi, 1997). Obviously,
exceptions exist. But one cannot yet know whether the exceptional circumstances of
climate change in the future present will be of such magnitude that the past indeed
can be no guide to the future health of democracies.

What Is to Be Done? Enhancing Democracy?

What is good governance under exceptional circumstances? Is democratic gover-
nance effective governance? And why should a more democratic as well as egalitar-
ian society be beneficial as the socio-political foundation for coping with extreme
circumstances?

In their disenchantment with democracy, the discourse of the impatient scientists
privileges hegemonic players such as world powers, states, transnational organiza-
tions, and multinational corporations. Participatory strategies are only rarely in evi-
dence. Likewise, global mitigation has precedence over local adaptation. “Global”
knowledge triumphs over “local” knowledge. However, societal trends appear to
operate into the opposite direction. The ability of large societal institutions to
impose their will on citizens is declining (Stehr, 2001). As a result, people mobilize
around local concerns and efforts, including those of the consequences of climate
change—thereby enhancing the democratic in democratic governance.

The discussion of options for future climate policies supports the impression that
the same failed climate policies must remain in place and are the only correct
approach; it is simply that these policies have be become more effective and “ratio-
nal.” It follows that international negotiations must lead to an agreement for con-
crete, but much broader, emission reduction targets. Only a super-Kyoto can still
help. But how the noble goals of a comprehensive emission reduction can be
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practically and politically enforced remains in the fog of general declarations of
intent and only sharpens scientists’ political skepticism.

The still dominant line of attack to climate policy shows little evidence of suc-
cess, whether at the state level or on the global scale. On the contrary, everything
that actors continues to set in motion worldwide is aimed at a persistent economic
growth, which prevents emissions from declining. An alternative model is needed—
a model in which action under ambivalent, uncertain and unexpected circumstances
can be compelled. A model whose utilizers recognize, moreover, that climate change
is a wicked problem that can only be attacked indirectly and requires persistence
over a longer period of time. That kind of model will only be found through revital-
ized rather than less democratic interaction.

Climate policy must be compatible with democracy, or the threat to civilization
will be much more than just changes to the world’s physical environment. Climate
change demands complex solutions that require worldwide empowerment and
knowledgeability of individuals, groups, and movements that labor on environmen-
tal issues. More democracy combined with political efforts to move toward a more
equitable society could be the key toward sustainable climate policies. By defini-
tion, more democracy comes with greater political participation, especially among
those now typically standing on the sidelines of political participation, such as the
young and the economically disadvantaged strata.'®

A more egalitarian society “would not necessarily maintain rational ecological
policies, but it would be more likely to do so” (Best & Connolly, 1975, p. 59). When
life chances are more equally distributed, assuring that no one can escape the ben-
efits and costs of a resolution of a serious public problem,?® one should expect that
“the political system is very likely to generate collective responses to common dan-
gers and burdens” (Best & Connolly, 1975, p. 59). The English political scientist
David Runciman (2013, p. 316) spells out two further distinct, practical advantages
of democracies over authoritarian governments faced by extraordinary circum-
stances: ,,The first is their ability to pull together when the threat becomes too big to
ignore ... The second is their ability to keep experimenting and adapting to the chal-
lenges they encounter.*.?!

A war-like footing, in contrast, has exactly the opposite effect. A war-like
approach reduces the complexity of social and political life in as much as war
“nationalizes people’s life. Private activities ... [are] largely shaped by collective
constraints” (Rosanvallon, 2013, p. 183), as would be the case under authoritarian
rule. Under modern conditions, the heightened cognitive and social abilities of ordi-
nary citizens especially predicates successful policies and good governance on their
political participation.

1 Concrete advice on how to avoid oligarchic tendencies in organization may be found, for exam-
ple, in Robert K. Merton’s (1966) essay “Dilemmas of Democracies in the Voluntary Association.”
The systematic reduction of patterns of social inequality in modern societies enhances demo-
cratic governance and political participation (Soci, Maccagnan, & Mantovani, 2014, p. 46).
“'Hans Jonas (1984, p. 146) advances a similar observation about systematic inability of authori-
tarian governments to transcend policy mistakes.
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Moreover, a further denationalization of governance will assist in producing
new, multiple forms of social solidarity and obligations, strengthen local/regional
responses to climate change, and enhance the understanding of social interdepen-
dence. In addition, social institutions’ self-sufficiency must be guaranteed and—if
necessary—re-created in order to transcend boundaries, joining allegedly distinc-
tive motives and practices of different social institutions, for example, joining eco-
nomic and moral incentives and enhancing the complexity of needs.

The tendency to overestimate and overreach in assigning a crucial role to the
singularity of knowledge (and information) in social conduct is evident as one con-
siders how much knowledge is needed to carry a specific task, let alone how deeply
and subtly one needs to know it. Curiosity about how much one needs to know also
extends to the question of what one does not need to know. In the first instance, this
happens to be an issue that is rarely systmatically examined. Second, the inclination
is prevelant to assume that the resource of knowledge is somehow sufficient to carry
a specific transaction. A more adequate conjecture would be to expect that actors
carry out most decisions and actions with rather limited knowledge and information
(cf. Akerlof, 1970; Smith, 2015) about future conditions of action and that they are
cognizant of how little knowledge they are typically able to mobilize in many situ-
ations. The pressure to act that characterises everyday life ensures that, despite the
limited knowledge and information of most actors, decisions are taken and action
taken. The fact that actors are often forced to act with limited knowledge is not a
constitutive deficiency of democracy. “Life cannot wait” (Durkheim, 1965, p. 479;
see also Gehlen, 1988, pp. 296-297). In most social contexts, the need to act takes
precedence over the need to know.

The erosion of democracy may seem “convenient” to some, such as populists,
but surely is an unnecessary suppression of social complexity. Friedrich Hayek
(1960, p. 25) pointed out a paradoxical development: As science advances, the
observation that we should “aim at more deliberate and comprehensive control of all
human activities” tends to strengthen. Hayek pessimistically adds: “It is for this
reason that those intoxicated by the advance of knowledge so often become the
enemies of freedom.”

That democratic governance is slow compared, for example, to the speed at
which with decisions are made in the modern economy (see Stehr & Voss, 2019)
cannot be denied. In the eyes of many citizens, naturally including climate scien-
tists, the slowness and the deliberateness of decision making generates permanent
discontent. Climate scientists, with their escalating warnings about imminent risks
and dangers of climate change repercussions and their communication of politi-
cians’ failures to heed these forewarnings do nothing to stem such civil restlessness.
Democratic actors therefore face the major challenge of speeding up political deci-
sion making as well as enhancing opportunities for participation in democratic deci-
sion making in places such as the workplace (cf. Herzog, 2019) and the local
political community.
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Conclusions

Certain kind of states, driven by utopian plans and an authoritarian disregard for the values,
desires and objections of their subjects, are indeed a mortal threat to human well-being.
James Scott (1998, p. 7)

As an editor of Nature (December 4, 2014, p. 8) editorializes: “The magnitude
of ... climate change is worryingly uncertain. Even more uncertain are the physical,
social and economic side effects of global warming. There is every reason to believe
that, by and large, they will be harmful.” The central issue is no longer whether is
climate change occurring. It is rather what should be done about it. Climate change
is the biggest threat humanity has faced in historical times. Suspending democratic
debate and decision making including extensive citizen participation in order to do
what is necessary would either demand elevating experts to become decision mak-
ers or delegating power to policymakers (who happen to believe a certain group of
experts). Neither the first, the technocratic or social engineering vision, nor the idea
of a more authoritarian environmentalism has appeal.

I'have collected and advanced arguments that speak to the need to enhance rather
than abolish democracy as the best political foundation for policies suited to
addressing climate change as a wicked problem. It is important to push back against
simplified solutions to climate change. In debating, researching, and understanding
climate and climate change, actors would do well to heed the complex interconnec-
tions of the climate system, but also the societal processes, practices, and tensions
through which science, society, nature, and climate permeate, accompany, cover,
and envelop each other (for such a theoretical perspective, see Stehr & Machin, 2019).
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Chapter 5
Risk Governance: From Knowledge
to Regulatory Action

Ortwin Renn

Governance Requirements for Complex Risks

In today’s world of globalized trade, travel, and communication, an ever-larger
number of risks have a transboundary impact, crossing national and regional fron-
tiers: Large-scale electricity blackouts, chemical accidents, and risks related to
emerging technologies have all affected various parts of the world. Even these risks
seem limited, however, when compared to those that affect our living conditions
globally. A highly topical example is that of cyberattacks. Other examples include
pandemics, global energy security, the financial collapse, and the impacts of cli-
mate change.

The International Risk Governance Council (IRGC) has developed a framework
for risk governance designed to assist societies in generating the necessary inter- and
transdisciplinary knowledge to address and respond to such global risks (IRGC,
2005). To this end, the IRGC’s framework maps out a structured approach that guides
its user through the process of investigating global risk issues and designing appro-
priate governance strategies. The designers of this approach combine scientific evi-
dence with economic considerations as well as social concerns and societal values
and, thus, ensure that any risk-related decision draws on the broadest possible view
of risk. They also state the case for an effective engagement of all relevant stakehold-
ers. The idea is that governance comprises more than government: It includes all the
actors and institutions that play a role in assessing, managing, communicating, and
regulating risks. The IRGC framework is inspired by the concept of adaptive institu-
tional learning (Armitage, Marschke, & Plummer, 2008). Such a learning process is
based on both solid knowledge about risk reduction measures as well as flexible
responses with feedback incorporation in complex situations. The role of risk knowl-
edge in such a process is to provide interdisciplinary, inclusive, and integrative
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expertise for the various actors involved (Rosa, Renn, & McCright, 2013, pp. 99,
196): “Our risk knowledge ... must be traced to an amalgam of actors and institu-
tions, as well as to the outcomes of exercising individual reflexivity in terms of mak-
ing intuitive sense of conflicting knowledge claims and evaluation criteria” (p. 197).

The IRGC framework has been tested for efficacy and practicability—for exam-
ple, can the framework help ensure that all relevant issues and questions are being
addressed, and does it support the development of appropriate risk governance strat-
egies (IRGC, 2005)? Researchers conduct tests in the form of short case studies,
applying the framework to different risks, including those related to genetically
modified organisms, stem cells, nature-based tourism, and the European gas infra-
structure (all case studies are described in detail in Renn & Walker, 2008a). The
results from these tests have given input to several revisions to the framework (Renn
& Klinke, 2014).

The framework offers two major innovations to the risk field: the inclusion of the
societal context and a new categorization of risk-related knowledge (Renn, 2008).

Inclusion of the Societal Context: In addition to the generic elements of risk
assessment, risk management, and risk communication, the framework adds two
other phases to the risk governance cycle: preassessment and evaluation. The preas-
sessment phase highlights the risk topic’s framing and boundaries, for example
what kind of risks and consequences to include in an analysis of genetically modi-
fied organisms (GMOs). Should analysts focus only on health and environmental
impacts, or should they also consider risks of economic concentration or the cre-
ation of dependencies on large suppliers of GMOs? Risk evaluation is a process by
which to determine the acceptability of a given risk (or risk education strategy). This
is the place where plural values, multiple evaluation criteria, and social preferences
play a large role in defining what acceptability means to whom. Linking the social
and cultural context with risk evaluation, the framework reflects the important role
of stakeholder involvement and the need for resolving risk-risk trade-offs.

Categorization of Risk-Related Knowledge: The framework also proposes a cate-
gorization of risk that is based on the different states of knowledge about each par-
ticular risk, distinguishing between simple, complex, uncertain, and ambiguous risk
problems. The characterization of a particular risk depends on the degree of diffi-
culty of establishing the cause-effect relationship between a risk agent and its poten-
tial consequences, the reliability of this relationship, and the degree of controversy
with regard to both what a risk actually means for those affected and the values to
be applied when judging whether or not something needs to be done about it.
Examples of each risk category include, respectively, known health risks such as
those related to smoking, the failure risk of interconnected technical systems such
as the electricity transmission grid, atrocities such as those resulting from the
changed nature and scale of international terrorism, and the long-term effects and
ethical acceptability of controversial technologies such as nanotechnologies. For
each category, the researcher then derives a strategy for risk assessment, risk
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management, as well as the level and form of stakeholder participation, supported
by proposals for appropriate methods and tools.

In the following sections, I will first introduce the characterization of risk knowl-
edge according to the three components complexity, uncertainty, and ambiguity.
This opens the path for explaining the various phases of the IRGC risk governance
framework and its further development by Klinke and Renn (2012). I will then con-
clude by addressing the issue of stakeholder involvement and public participation, a
major element of inclusive governance.

Three Characteristics of Risk Knowledge

Risk governance faces specific challenges raised by three risk characteristics that
result from a lack of knowledge and/or competing knowledge claims about the risk
problem: complexity, scientific uncertainty, and sociopolitical ambiguity (Klinke &
Renn, 2010, 2018; Renn, Klinke, & van Asselt, 2011).

Complexity

Complexity refers to the difficulty of identifying and quantifying causal links
between a multitude of potential candidates and specific adverse effects. A crucial
aspect here concerns the applicability of probabilistic risk assessment techniques. If
the chain of events between a cause and an effect follows a linear relationship (as,
e.g., in car accidents, or when a building collapses due to a hurricane), simple sta-
tistical models are sufficient to calculate the probabilities of harm. Such simple
relationships may still be associated with high uncertainty, for example, if only few
data pieces are available or the effect is stochastic by its own nature (e.g., an earth-
quake). If the relationship between cause and effects becomes more complex, more
sophisticated models of probabilistic inferences are required (Renn & Walker,
2008a). The nature of this difficulty may be traced back to interactive effects among
these candidates (synergisms and antagonisms, positive and negative feedback
loops), long delay periods between cause and effect, interindividual variation, inter-
vening variables, and others. It is precisely these complexities that make sophisti-
cated scientific investigations necessary, because the cause-effect relationship is
neither obvious nor directly observable. Complexity requires sensitivity to both
nonlinear transitions and scale (on different levels). Examples of highly complex
risk include nested chemical facilities that may threaten nearby settlements, syner-
gistic effects of potentially toxic substances in urban air, the failure risk of large
interconnected infrastructures such as water and electricity grits, and the risks that
critical loads pose to sensitive ecosystems within human settlements.
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Scientific Uncertainty

Scientific uncertainty may result from unresolved complexity, in particular if the
cause-effect models show large confidence intervals. It relates to the limitedness or
even absence of scientific proof for a causal or functional relationship that makes it
difficult to exactly assess the probability and possible outcomes of undesired effects
(cf. Filar & Haurie, 2009). In the context of risk assessment, it is essential to
acknowledge that human knowledge is always incomplete and selective, and, thus,
contingent upon uncertain assumptions, assertions, and predictions (Funtowicz &
Ravetz, 1992; Renn, 2008, pp. 75-77). It is obvious that the modeled probability
distributions within a numerical relational system can only represent an approxima-
tion of the empirical relational system that helps elucidate and predict uncertain
events. It therefore seems prudent to include additional aspects of uncertainty (van
Asselt, 2000, pp. 93—138). Uncertainty may be linked to lack of reliable data, to
imprecision in the analytical model, in the statistical treatment of the use of induc-
tive statistical tools, or in the interpretation of ambiguous results (Funtowicz &
Ravetz, 2008). Examples of high uncertainty include many natural disasters, such as
earthquakes, possible health effects of air-borne pollutants below the threshold of
statistical significance, acts of violence—such as terrorism and sabotage—and
long-term effects of high social mobility on personal wellbeing and social cohesion.

Sociopolitical Ambiguity

While more and better data and information may reduce scientific uncertainty, more
knowledge does not necessarily lessen ambiguity. Ambiguity thus indicates a situa-
tion of ambivalence in which different and sometimes divergent streams of thinking
and interpretation about the same risk phenomena and their circumstances are
apparent (cf. Zahariadis, 2003). Renn and Klinke (2015) distinguish between inter-
pretative and normative ambiguity, which both relate to divergent or contested per-
spectives on the justification, severity, or wider “meanings” associated with a
given threat.

Interpretative ambiguity denotes the variability of (legitimate) interpretations
based on identical observations or data assessments results, for example an adverse
or nonadverse effect. Variability of interpretation, however, is not restricted to expert
dissent. Laypeople’s perception of risk often differs from expert judgments because
it is related to qualitative risk characteristics such as familiarity, personal or institu-
tional control, or assignment of blame. Moreover, in contemporary pluralist societ-
ies diversity of risk perspectives within and between social groups is generally
fostered by divergent value preferences, variations in interests, and very few, if any,
universally applicable moral principles. This is all the more true if risk problems are
complex and uncertain.
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This leads to normative ambiguity, which alludes to different concepts of what
can be regarded as tolerable, referring to aspects such as ethics, quality of life
parameters, or distribution of risks and benefits. A condition of ambiguity emerges
where the problem lies in agreeing on the appropriate values, priorities, assump-
tions, or boundaries to be applied to the definition of possible outcomes. Dealing
with ambiguities requires governance approaches that emphasize mutual learning
across different academic and practical communities as well as promote the cocre-
ation of joint knowledge and practical applications. Examples for high interpreta-
tive ambiguity include exposure to low dose radiation (ionizing and non ionizing),
low concentrations of genotoxic substances, food supplements, and—in the social
domain—the gentrification of urban quarters or the loss of social cohesion in a
disaster-prone community. Normative ambiguities can be associated, for example,
with passive smoking, restricted mobility regimes in highly congested cities (such
as congestion pricing), zoning laws for hazard-prone areas, or busing of schoolchil-
dren from different social classes.

Most risks are characterized by a mixture of complexity, uncertainty, and ambigu-
ity. Passive smoking may be a good example of low complexity and uncertainty, but
high ambiguity. Nuclear energy may be a good candidate for high complexity and
high ambiguity, but relatively little uncertainty. The use of IT in smart urban environ-
ments could be cited as an example for high complexity, uncertainty, and ambiguity.

Adaptive and Integrative Capacity of Risk Governance

The ability of risk governance institutions to cope with complex, uncertain, and
ambiguous consequences and implications has become a central concern to scien-
tists and practitioners alike. Adaptive and integrative governance on risk can be
broadly understood as the ability of politicians and society to collectively design
and implement a systematic approach to organizational and policy learning in insti-
tutional settings that are conducive to resolving complexity, uncertainty, and ambi-
guity in various risk arenas.'

This dynamic governance process is characterized by continuous and gradual
learning and adjustment. Adaptive and integrative capacity in risk governance pro-
cesses encompasses a broad array of structural and procedural mechanisms by
which politics and society can handle collectively relevant risk problems. The main
task is to collect robust knowledge about potential risk management measures by
integrating systematic, experiential, and tacit knowledge (Renn, 2010) and by initi-
ating a well designed but flexible learning process by which systematic collection of
feedback and responses inform the adaptive processes of adjusting to new situa-
tions, surprises, or unforeseen events (Kerzner, 2017, pp. 613-620). In practical

'To the definition and understanding of adaptive capacity, see, for example, Webster, Gasser,
Young, & Choucri (2008).



98 O. Renn

terms, adaptive and integrative capacity is the ability to design and incorporate the
necessary steps in a risk governance process that allow risk managers to reduce,
mitigate, or control the occurrence of harmful outcomes resulting from collectively
relevant risk problems in an effective, efficient, and fair manner (cf. Brooks &
Adger, 2004).

In 2005, the International Risk Governance Council proposed a process model of
risk governance based the authors’ work (IRGC, 2005; Renn, 2008; Renn & Walker,
2008a). With this framework, its designers structure the risk governance process in
four phases: preassessment, appraisal, characterization/evaluation, and risk man-
agement. They conceptualized communication and stakeholder involvement as con-
stant companions to all four phases of the risk governance cycle. Based on this
framework and informed by many comments on the original framework (i.e., the
edited volume by Renn & Walker, 2008b), Klinke and Renn (2012) modified the
original IRGC proposal. The new framework the two authors suggested consists of
the following steps: preestimation, interdisciplinary risk estimation, risk character-
ization, risk evaluation, and risk management, all related to risk governance institu-
tions’ abilities and capacities to use resources effectively (see Fig. 5.1).

Appropriate resources include institutional and financial means as well as social
capital (e.g., strong institutional mechanisms and configurations, transparent deci-
sion making, allocation of decision making authority, formal and informal networks
that promote collective risk handling, education), technical resources (e.g., data-
bases, computer soft- and hardware, etc.), and human resources (e.g., skills, knowl-
edge, expertise, epistemic communities, etc.). Therefore, the adequate involvement
of experts, stakeholders, and the public in the risk governance process is a crucial
dimension to produce and convey adaptive and integrative capacity in risk gover-
nance institutions.

Preestimation

A systematic reviewer of the preestimation stages would begin with screening as an
exploration of a large array of actions and problems, searching for those with a
specific risk-related feature. It is important to explore what major political and soci-
etal actors such as governments, companies, epistemic communities (e.g., the com-
munity of risk analysis specialists, associations for toxicology or epidemiology, or
communities for disaster management), nongovernmental organizations, and the
general public identify as risks and what types of problems they label as problems
associated with risk and uncertainty. This is called framing and it specifies how
society and politics rely on schemes of selection and interpretation to understand
and respond to those phenomena that are socially constructed as relevant risk topics
(Kahneman & Tversky, 2009; Reese, Gandy Jr., & Grant, 2001). Interpretations of
risk experience depend on the frames of reference. The process of framing corre-
sponds with a multiactor and multiobjective governance structure, since govern-
mental authorities (national, supranational, and international agencies), risk and
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Fig. 5.1 Adaptive and integrative risk governance model. Adapted from Klinke and Renn (2012,
p. 276). Copyright 2012 by the Journal of Risk Research. Adapted with permission of the Journal
of Risk Research. (The adaptive and integrative risk governance model is based on a modification
and refinement of the IRGC framework (IRGC, 2005, 2017))

opportunity producers (e.g., industry), those affected by risks and opportunities
(e.g., consumer organizations, environmental groups), and interested bystanders
(e.g., the media or an intellectual elite) are all involved and often in conflict about
the appropriate frame to conceptualize the problem. What counts as risk may vary
among these actor groups. Whether an overlapping consensus evolves about what
requires consideration as a relevant risk depends on the legitimacy of the selection
rule (Renn & Klinke, 2014).

Interdisciplinary Risk Estimation

Interdisciplinary risk estimation requires the cooperation of all disciplines that are
necessary to generate a common understanding of all risk consequences (physical,
monetary, social, cultural). The estimation process is comprised of two stages (cf.
IRGC, 2005; Renn & Walker, 2008a):

1. Risk assessment: Experts of the natural and technical sciences produce the best
estimate of the physical harm that a risk source may induce. Such harm could be
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the collapse of buildings; discontinuation of central services to residents such as
water, electricity, or information; breakdown of traffic; or inadequate infrastruc-
tural support.

2. Concern assessment: Experts of the social sciences, including economics, iden-
tify and analyze the issues that individuals or society as a whole link to a certain
risk. This portfolio includes dysfunctional social services, risks of economic
subsistence, but also risks based on perceptions of crime or insecurity. To iden-
tify and explore these risks, an analyst may use the repertoire of the social sci-
ences such as survey methods, focus groups, econometric analysis,
macroeconomic modeling, or structured hearings with stakeholders.

The second step in risk estimation is including the concerns and expectations of
those involved in managing or governing risks. The main idea is here to collect the
necessary knowledge from stakeholders and affected citizens about their prefer-
ences in terms of risk reduction and risk handling. Although analysts often forget
this step, it is essential in order to match physical risk assessments with human
perception (van Asselt & Renn, 2011). The instruments to perform such a concern
assessment might include Group Delphi processes or hearings (Renn, 2008,
pp. 336-337.).

Risk Evaluation

Actors in the risk governance process heavily dispute how best to classify a given
risk and justify an evaluation about its societal acceptability or tolerability (see
Fig. 5.2). In many approaches, they rank and prioritize risks based on a combination
of probability (how likely is it that the risk will occur) and impact (the consequences
should this take place). In the so-called traffic light model, analysts locate risks in
the diagram of probability versus expected consequences and identify three areas:
green, amber, and red (Renn, 2008, pp. 149-154.).

A risk falls into the green area if its occurrence is highly unlikely and its impact
negligible. No further formal intervention is necessary in this case. Analysts view a
risk is as tolerable when serious impacts might occur occasionally (amber area).
The benefits are worth the risk, but risk reduction measures are necessary. Finally,
they view a risk as intolerable when the occurrence of catastrophic impacts is most
likely (red area). The risk’s possible negative consequences are so catastrophic that
they cannot be tolerated, despite the potential benefits.

Drawing the lines between acceptable (green area), tolerable (amber area), and
intolerable (red area) is one of the most controversial tasks in the risk governance
process. The UK Health and Safety Executive developed a procedure for chemical
risks based on risk-risk comparisons (Lofstedt, 1997). Some Swiss cantons such as
Basle County experimented with Round Tables as a means to reach consensus on
drawing the two demarcation lines, whereby participants in the Round Table repre-
sented industry, administrators, county officials, environmentalists, and
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Fig. 5.2 Risk areas: intolerable (red), tolerable (amber), acceptable (green). Slightly modified
version from the original illustration published in IRGC (2005, p. 37). Copyright 2005 by the
International Risk Governance Council. Adapted with permission of the International
Risk Governance Council

neighborhood groups. The Round Table was facilitated by a professional mediator
charged with reaching a consensus between the various groups. Although such a
consensus was difficult to achieve, all parties ultimately agreed to a solution by
which the demarcation lines were only determined for a limited time, with the clear
understanding that standards would be tightened if more risk reduction measures
were to become available and further developed (RISKO, 2000).

Irrespective of the means selected to support this task, the judgment on accept-
ability or tolerability is contingent on making use of a variety of different knowl-
edge sources. One needs to include the data and insights resulting from the risk
assessment activity and additional data from the concern assessment.

Risk Management

Risk management analysts begin by reviewing all relevant data and information
generated in the previous steps of interdisciplinary risk estimation, characterization,
and risk evaluation. The systematic analysis of risk management options focuses on
still tolerable risks (amber area) and those where tolerability is disputed (light green
and orange transition zones). The other cases (green and red area) are fairly easy to
deal with. Intolerable risks demand prevention and prohibition strategies as a means
of replacing the hazardous activity with another activity leading to identical or simi-
lar benefits. The management of acceptable risks is left to private actors (civil soci-
ety and economy). They may initiate additional and voluntary risk reduction
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measures or seek insurance to cover possible but rather minor or negligible losses.
If risks are classified as tolerable, or if experts disagree as to whether they are in the
transition zones of tolerability, public risk managers must design and implement
actions that make these risks either acceptable or at least tolerable by introducing
reduction strategies. Based on the distinction in complexity, scientific uncertainty,
and sociopolitical ambiguity, it is possible to design general strategies for risk man-
agement that can be applied to four distinct categories of risk problems, thus simpli-
fying the process of risk management (Renn, 2008).

The first category refers to linear risk problems: They are characterized by their
low scores across the dimensions of complexity, uncertainty, and ambiguity. They
can be addressed by linear risk management because they are normally easy to
assess and quantify. Routine risk handling within risk assessment agencies and reg-
ulatory institutions is appropriate for this category, since the risk problems are well
known, sufficient knowledge of key parameters is available, and there are no major
controversies about causes and effects or conflicting values. The management
includes risk-benefit analysis, risk-risk comparisons, and other instruments of bal-
ancing pros and cons.

If risks are ranked high on complexity but rather low on both uncertainty (i.e., the
complexity can be widely resolved by adequate scientific models) and ambiguity,
they require the systematic involvement and deliberation of experts who represent
the relevant epistemic communities that produce the most accurate estimate of these
complex relationships. It does not make much sense to integrate public concerns,
perceptions, or any other social aspects for resolving complexity unless specific
knowledge from the concern assessment helps to untangle complexity. Complex
risk problems therefore demand risk-informed management, which scientists and
experts can offer by applying methods of expanded risk assessment, determining
quantitative safety goals, consistently using cost-effectiveness methods, and moni-
toring and evaluating outcomes.

Risk problems that are characterized by high uncertainty but low ambiguity
require precaution-based management. Because sufficient scientific certainty is
currently either unavailable or unattainable, expanded knowledge acquisition may
help to reduce uncertainty and, thus, to revert the risk problem back to first stage of
handling complexity. If, however, uncertainty cannot be reduced by additional
knowledge, risk management should foster and enhance precautionary and
resilience-building strategies and decrease vulnerabilities in order to avoid irrevers-
ible effects. Appropriate instruments include containment, diversification, monitor-
ing, and substitution. Because the focal point here is to find the adequate and fair
balance between being overly cautious and overly reckless, a reflective processing
involving stakeholders is necessary to ponder concerns, economic budgeting, and
social evaluations.

Finally, if risk problems are ranked high on ambiguity (regardless of whether
they are low or high on uncertainty), discourse-based management is required, a
process that demands participative processing. This includes the need to involve
major stakeholders as well as the affected public. The goals of risk management are
to produce a collective understanding among all stakeholders and concerned
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members of the public on interpretative ambiguity or to find legitimate procedures
of justifying collectively binding decisions on acceptability and tolerability. It is
important to achieve a consensus or compromise between those who believe that the
risk is worth taking (perhaps because of self-interest) and those who believe that the
pending consequences do not justify the potential benefits of the risky activity or
technology.

Risk Communication

All four phases must be accompanied by intensive risk communication efforts.
Communication should not be limited to sharing information but must include an
effort to create both a common understanding of the problems and challenges as well
as a joint agreement on the most acceptable risk reduction solutions. Such a concept of
communication requires a transdisciplinary approach to problem solving that involves
the strong participation of all relevant stakeholders in the creation of knowledge and
risk reduction options and a mutual learning process in which all actors share their
knowledge and insights (Hirsch-Hadorn et al., 2008; Newig, Kochskdmper, Challies, &
Jager, 2016). In this understanding, communication should already have begun during
the preestimation phase. It should convey the basic concepts and what these concepts
entail in terms of opportunities and risks. Analysts can arrange feedback channels on
the internet as to evaluate the responses of stakeholders and affected citizens. During
the risk estimation phase, the communication process should emphasize the process by
which the research and planning team conducts the risk assessments. The main goal
here is to promote trust in the risk-handling authorities (Lofstedt, 2005).

It might be helpful to ask stakeholders and citizens for additional knowledge that
public officials may not possess. More input from the public is to be encouraged
during the evaluation phase. First of all, the process of how tradeoffs are assigned
and justified must be made transparent to all stakeholders as well as the general
public. Furthermore, depending on the degree of ambiguity, it might be useful to
have procedures in place that systematically collect feedback and concerns with
respect to the planned urban risk management measures. During the management
phase, it is essential to familiarize all affected persons with the chosen or deliber-
ated risk reduction measures, in particular those that rely on the cooperation of the
affected public (such as evacuation or sheltering plans). Instruments for making risk
reduction plans known to the public are open meetings, brochures, websites, TV
shows, and other popular forms of information transfer (Earle & Cvetkovich, 1994).

Although risk communication implies a stronger role for risk professionals to
provide information to the public rather than vice versa, it should be regarded as a
mutual learning process. Concerns, perceptions, and experiential knowledge of the
targeted audience(s) should thus guide risk professionals in their selection of topics
and subjects: It is not the task of the communicators to decide what people need to
know, but to respond to the questions of what people want to know (this is normally
referred to as the “right to know” concept). The step from risk communication to
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stakeholder and public involvement is only gradual and should be seriously consid-
ered any time that risk communication addresses issues of major concerns and con-
testing claims.

Inclusive Governance: The Need for an Effective Involvement
of Experts, Stakeholders, and Civil Society

The effectiveness and legitimacy of the risk governance process depends on the
management agencies’ capacity to resolve complexity, characterize uncertainty, and
handle ambiguity by means of communication and deliberation. In the following, I
introduce a particular procedural mechanism of communication and deliberation to
address each of the specific challenges raised by complexity, scientific uncertainty,
and sociopolitical ambiguity. I illustrate the various steps of involvement of larger
stakeholder groups in Fig. 5.3.

Instrumental Processing Involving Governmental Actors
(Linear Mode)

Dealing with linear risk issues, which are associated with low scores of complexity,
scientific uncertainty, and sociopolitical ambiguity, requires hardly any changes to
conventional public policymaking. The data and information of such linear (routine)
risk problems are provided by statistical analysis, law or statutory requirements
determine the general and specific objectives, and the role of public policy is to
ensure that all necessary measures of safety and control are implemented and
enforced. The aim is to find the most cost-effective method for a desired regulation
level. If necessary, deliberators may include stakeholders, as they have information
and knowhow that may provide useful hints for increased efficiency.

Epistemic Processing Involving Experts and Stakeholders
(Complex Mode)

Resolving complex risk problems requires dialogue and deliberation among experts
and representatives of stakeholder groups with special knowledge and experience.
Involving members of various epistemic communities who demonstrate expertise
and competence is the most promising step for producing more reliable and valid
judgements about the complex nature of a given risk. Epistemic discourse is the
instrument for discussing the conclusiveness and validity of cause-effect chains
relying on available probative facts, uncertain knowledge, and experience that can
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holders and representatives of related agencies

Fig. 5.3 The risk management escalator. Modified version from the original illustration published
in IRGC (2005, p. 53). Copyright 2005 by the International Risk Governance Council. Adapted
with permission of the International Risk Governance Council

be tested for empirical traceability and consistency. The objective of such a delib-
eration is to find the most cogent description and explanation of the phenomenologi-
cal complexity in question as well as a clarification of dissenting views (i.e., by
addressing the question of which environmental and socioeconomic impacts spe-
cific community action plans are expected to produce). The deliberation among
experts might generate a profile of the complexity of the given risk issue on selected
intersubjectively chosen criteria. It may also reveal more uncertainty and ambiguity
hidden in the case than the initial appraisers had anticipated. It is advisable to
include natural as well as social scientists in the epistemic discourse, in order to
anticipate potential problems with risk perception. If this were done, fewer unsus-
pected controversies would occur.
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Reflective Processing Involving Stakeholders
(Uncertainty Mode)

Characterizing and evaluating risks as well as developing and selecting appropriate
management options for risk reduction and control in situations of high uncertainty
pose particular challenges. How can risk managers characterize and evaluate the
severity of arisk problem when the potential damage and its probability are unknown
or highly uncertain? Scientific input is therefore only the first in a series of steps
during a more sophisticated evaluation process. It is crucial to compile the data and
information relevant to the different types of uncertainties to inform the process of
risk characterization. The risk characterization’s outcome provides the foundation
for a broader deliberative arena, which out to include not only policy makers and
scientists, but also directly affected stakeholders and public interest groups includ-
ing representatives of the affected public, in order to discuss and ponder the “right”
balances and trade-offs between potential over- and under-protection. This reflec-
tive involvement of stakeholders and interest groups is aimed at finding a consensus
on the extra margin of safety that potential victims would be willing to tolerate and
potential beneficiaries of the risk would be willing to invest in order to avoid poten-
tially critical and catastrophic consequences. The reflective involvement of policy
makers, scientists, stakeholders, and public interest groups can be accomplished by
a spectrum of different forms, such as negotiated rule making, mediation, round
table or open forum, or advisory committee (cf. Beierle & Cayford, 2002; Rowe &
Frewer, 2000; Stoll-Kleemann & Welp, 2006).

Participative Processing Involving the Public (Ambiguity Mode)

If risk problems are associated with high ambiguity, it is not enough to demonstrate
that risk regulation addresses the issues of public concerns. In these cases, the evalu-
ation process must also be open to public input and new forms of deliberation. This
begins with revisiting the question of proper framing. Is the issue really one of risk,
or of lifestyle or future vision? Often, both the benefits and risks are contested. The
debate about smart cities may illustrate the point that observers may be concerned
not only about technical risks of network failures or privacy issues being violated by
information transfer, but also about the acceptability of the desired goal to reduce
choices for individuals by means of paternalistic design of choice situations
(Kahneman, 2012; Thaler & Sunstein, 2008). Thus, the controversy is often much
broader than simple risk management. The aim here is to find an overlapping con-
sensus on the dimensions of ambiguity that must be addressed in comparing risks
and benefits and balancing pros and cons. High ambiguity would require the most
inclusive strategy for involvement, because both directly affected and indirectly
affected groups should have an opportunity to contribute to this debate. Resolving
ambiguities in risk debates necessitates the public’s participatory involvement to
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openly discuss competing arguments, beliefs, and values. The set of possible forms
to involve the public includes citizen panels or juries, citizen forums, consensus
conferences, public advisory committees, and similar approaches (cf. Abels, 2007;
Beierle & Cayford, 2002; Hagendijk & Irwin, 2006).

Wider Governance Issues

When considering the wider environment of risk handling in modern societies,
many classes of influential factors come into play. I can mention only a few here.
For example, the distinction between government and governance I introduced in
the first section of this document can be helpful in describing and analyzing cases
of risk handling in different countries and contexts (Ziirn, 2000). In addition, ana-
lysts must address the interplay between economic, political, scientific, and civil
society actors when looking beyond just governmental or corporate actions.
Furthermore, looking at organizational capacity opens a new set of wider risk
governance issues that relate to the interplay between the governing actors and their
capability to fulfill their role in the risk governance process.

In Fig. 5.4, I present external influencing factors that I cannot place within the
risk framework itself, and have additionally placed illustrations for each level within
this figure. I have selected four cases: listeria, gas transportation, acrylamide, and
genetically modified organisms (for each case, see Renn & Walker, 2008b). The
listeria case concerns the risk of nonpasteurized milk, which is traditionally used by
local cheese manufacturers, specifically in France and Mexico. This risk can be
resolved completely within the core risk governance framework, as it is well man-
ageable within the four phases outlined above. The case of gas transportation from
Russia to Western countries involves additional aspects such as the risk of political
dependence on Russia or the possibility of terrorist attacks on the pipelines
(Vatansever, 2017). Managing the risk of gas pipelines requires governing institu-
tions to wield specific skills, assets, and strategies that go beyond risk assessment
and management. The case of acrylamide is an example of how strongly an issue
can depend on the cooperation of different societal actors. Acrylamide is a natural
carcinogen that has been found in baked food items such as French-fried potatoes
and crispbread. Food regulators, producers, NGOs, and various science communi-
ties have extensively negotiated to define the risks and adopt appropriate risk reduc-
tion measures (Bonneck, 2017). Finally, the case of genetically modified organisms
(GMOs) underlines how the social and political culture influence the debate about
the role of GMOs have to play in the future.
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Fig. 5.4 Wider governance issues. Source: Design by author

Conclusion

One of the main functions of a comprehensive risk governance framework is to
assist risk or concern assessors and managers in exploring and handling risks and to
promote effective and fair approaches for improving, and enhancing the visibility
of, the present risk governance processes. With the framework I present here, I aim
to offer guidance and advice on how to approach the complexities, uncertainties,
and ambiguities of risk issues and to promote a wider understanding of their inter-
connectedness and transgressional nature, particularly in relation to newly emerg-
ing systemic risks. To this end, the framework integrates different sources of
knowledge that include scientific, experiential, anecdotal, and tacit aspects and
includes effective and appropriate engagement of stakeholders—not least to ensure
that both risk appraisal and risk management strategies command the widest possi-
ble acceptance and support.
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I have designed the framework, on the one hand, to include enough flexibility to
allow its users to do justice to the wide diversity of risk governance structures and,
on the other hand, to provide sufficient clarity, consistency, and unambiguous orien-
tation across a range of different risk issues and countries. I do not intend the frame-
work to serve as a recipe or a checklist that can guarantee that analysts have
considered all relevant aspects when analyzing a risk and its governance process
and structures. However, by building into conventional risk analysis and manage-
ment such “soft” issues as societal values, concerns, and perceptions of risk, and by
taking into account the interactions between the various actors involved in the pro-
cess, the risk governance framework can contribute to the development of more
inclusive and effective risk governance strategies and the enhancement of decision
making under uncertainty.
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Chapter 6

Knowledge and Governance: Can Systemic
Risk in Financial Markets Be Managed?
The Case of the Euro Crisis

Check for
updates

Stephen Bell and Andrew Hindmoor

In Masters of the Universe, Slaves of the Market, Bell and Hindmoor (2015) portray
a highly “structuralist” account of the 2008 Global Financial Crisis (GFC) that orig-
inated in the Wall Street and London markets. Such an account implies that struc-
tural influences, here defined as material forces in financial markets, are important
not only as a result of action by relevant agents, but also as subsequent influences of
agents’ options and behavior, especially in driving forced asset fire-sales and credit
freezes. A structural account of this kind can be contrasted with an institutional
account, in which an agent’s behavior is shaped by institutional factors—primarily
rules, norms, or operating procedures in formal or informal organizational or insti-
tutional settings. Hence, structures and institutions are somewhat similar in that they
both shape behavior, but the sources of incentives or constraints (emanating from
either structures or institutions) are different in each case.

Prior to and during the 2008 crisis, bankers in the key New York and London
markets faced institutional pressures from within their own organizations for high
returns, linked also to remuneration packages and professional prestige. Bankers
were also influenced by wider structural forces, such as growing competitive pres-
sures for high short-term returns in financial markets. The favored strategy to
achieve such returns was highly leveraged trading in mortgage-backed financial
assets, all of which finally ended in calamity. Other structural dynamics were also at
work. One was the growth of “systemic risk.” Here, agents (largely unknowingly)
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had constructed a fragile system of highly complex independencies between finan-
cial institutions that enhanced the prospect of contagion effects in markets that
would rapidly escalate into panic and the domino-like collapse of global credit mar-
kets and many major banks and financial institutions. This was essentially a struc-
tural characteristic of the system. Systemic risk of this kind gradually built up
during the 2000s, eventually “crystallizing” into a full-blown crisis of panic-selling
and a global credit crash in the wake of the Lehman Brothers’ collapse in late 2008.
All this was driven, most proximately, by the behavior of bankers who were struc-
turally ensnared in a context of their own making that left them little choice but to
ultimately pursue collectively destructive behaviors: a malign form of structural
power, mutually exerted.

In recent decades, social scientists participating in the long-running debates on
agency and structure have tended to give a greater focus to agency. Yet the above
account of the GFC is grimly structuralist, suggesting little room for agency or at
least for agent choice (see also Bell & Hindmoor, 2018a, b). This raises the question
of whether such situations of structural exigency can be prevented or managed. The
question is important given the prevalence and costs of financial crises in recent
decades.

A key question is then whether it might be possible to shape or manage banker
behavior in order to try and avoid the panicked herding and fleeing behavior, asset
fire sales, and withholding of credit that are typical during the crystallization of
systemic risk amidst a full-blown financial crisis. Our response is tentatively affir-
mative, based on the experience of the Euro crisis, whose actors have thus far
avoided both the crystallization of systemic risk and a banking crisis, despite the
ongoing fragility of the large European banks (Bell & Hindmoor, 2018a, b). We
argue that the key to such an outcome hinges on the relationship between agency,
knowledge, and governance arrangements. In particular, we argue from this case
that if agents are knowledgeable and aware of the potential for catastrophe, they
may illicit institutional responses and governance arrangements that may serve to
build resolution strategies. The aim here is to stabilize market sentiment, thus help-
ing to avoid the (unwanted) crystallization of systemic risk via the mutual exertion
of structural power by key agents in financial markets that proved so destructive
during the GFC.

In this chapter, we therefore focus on the Euro crisis, which is, thus far, quite
unlike the GFC. The latter saw bankers and key agents stumble blindly into disaster,
with little knowledge or forewarning of the complex chain of events that awaited
them (Bell, 2017). By contrast, key agents of the Euro crisis (bankers, regulators,
and policy makers) have proven far more aware of the potential for the crystalliza-
tion of systemic risk and a banking crisis. As we argue more fully below, this kind
of knowledge has been central, and cognizant agents have proved capable of using
institutions and governance strategies to (thus far) forestall a potential debt and
banking collapse in Europe.

We use the resources of political science to explore these issues, unpacking the
concepts of systemic risk and structural power in more detail. We then examine the
relevant governance and historical institutionalist literature in political science to
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find useful tools and concepts to help us probe the knowledge, relational, and con-
textual issues in question in order to better understand if or how systemic risk in
financial markets might be managed.

Authors of governance literature have focused on the role of both the state and
non-state actors in forging governance partnerships to develop solutions to complex
collective action problems. As we shall lay out below, private actors and state-
supported networks prevented the crystallization of systemic risk amidst the Euro
crisis and thereby played an important role in managing systemic risk, essentially
by arranging a form of collective action amongst financial interests, supported by
states, that helped contain the crisis. As we shall argue, however, the governance
literature contains only a limited account of agency and agential knowledge. It is
here that the historical institutionalist literature is better able to analyze how agents
use ideas in institutional settings to forge change or reform strategies; in this case
with a focus on how relevant agents dealt with the unfolding Euro crisis. We will
begin, however, by unpacking concepts such as systemic risk and structural power
in financial markets.

Systemic Risk and Structural Power in the GFC

In the run-up to the GFC, bankers and financiers produced a very complex asset-
and-debt structure that was fragile in the extreme and difficult to understand and
ultimately control. Market actors thus produced systemic risk, leading to a struc-
tural context of fragility that was marked by complex and highly leveraged securi-
ties trading and myriad other intricate and often opaque interdependencies in the
financial system (Bell & Hindmoor, 2015). How should scholars theorize this inter-
action between agents and structure? Archer (2000, p. 465) argues that “structures
only exert an effect when mediated through the activities of people. Structures are
only ever relational emergents and never reified entities existing without social
interaction.” How, then, did agents actualize and mediate such structural effects?

In the context of the GFC, agents were unaware of the full complexity and fragil-
ity of the system they had created (Bell, 2017). Yet they became increasingly aware
of at least some of the relevant dangers when the US mortgage market saw a down-
turn from mid-2007, threatening the value of mortgage-backed assets that formed
the basis of what would later be known as the toxic securities trading at the center
of the crisis. As the crisis mounted through 2008, bankers and financiers sought
more funding whilst selling assets, which saw further falls in asset values and grow-
ing concerns about debt exposures and risk. The panic really set in when Lehman
Brothers collapsed in September 2008, leading to a global freeze in credit markets
and further bank runs and failures. In this structural context, panic and herding
fuelled the liquidity crisis and greatly increased the scale of the overall financial
crisis. Agents thus actualized the structural impacts of the context they had estab-
lished. This was not a matter of structure over agency (cf. Kim & Sharman, 2014),
but one of the mutual constitution of structures and agents.
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The crystallization of systemic risk thus involved a structural power context in
which bankers exerted mutually generated power over other bankers, forcing them
into unwanted fire sales and the withholding of credit, which essentially defined the
crisis. “Bankers and financiers were thus caught in a series of severe collective
action problems stemming from an institutional and structural environment they had
helped create and eventually could not control” (Bell & Hindmoor, 2015, p. 69).
Concepts of power are central here because agents were forced by other agents to
act against their will. Power is often thought of as a resource that is deployed or used
by agents, usually in a strategic manner. But there is another category of power, in
which agents mutually exert power over one another, through the way they interact
in a structured context. In the case we are examining, bankers were subject to a form
of power that they themselves had created and exerted collectively, though unwill-
ingly. They did not wish to withhold credit or engage in asset fire sales, but were
forced to do so by the structural pressures and incentives they confronted. This was
not about power being exercised by those in a structurally privileged position
(Lindblom, 1977). Nor was it about exerting power through controlling discourse
(Foucault, 1979). Instead, this was about agents exerting power over each other in a
structured context that brought on collective ruin. Agents thus produced large struc-
tural effects that they did not anticipate and could not ultimately control. Prior to the
crisis, bankers and financiers thought the institutions and relationships they had
created were built on sound risk management and rational contracting. But as Bell
and Hindmoor (2015, pp. 70-71) argue:

Prevailing ideas and assumptions concealed the true nature of the structural dynamics con-
fronting agents. In this sense, ideas and structures proved to be dangerously congruent.
Only as the crisis was breaking did bankers come to realize what they had created. They
ceased being ‘true believers’ in financial markets at precisely the moment that it became too
late to escape.

Solutions?

Because the crystallization of systemic risk stemming from mutually exerted forms
of structural power arises from the behavior of bankers and financiers in financial
markets, any solution to these problems must ultimately involve modifying the
behavior of these actors. To avoid the crystallization of systemic risk, they must
attempt to collectively mold or shape their behavior to avoid such an outcome. The
relevant behavior here is shaped by actors’ knowledge, ideas, and motives, as well
as by the governance, institutional, and structural terrains in which they operate. We
explore these factors below, starting with the contribution of authors of governance
literature.
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The Governance Literature

In recent decades, the authors of the burgeoning governance literature have high-
lighted the interactions of public and private actors in the governance of public affairs.
Much of this literature has a society-centred perspective, in the sense that it empha-
sizes relatively horizontal forms of governance networks, which are said to have mar-
ginalized government (Bell & Hindmoor, 2009). As Sgrensen and Torfing (2007, p. 3)
put it: “[T]he sovereign state ... is losing its grip and is being replaced by new ideas
about pluricentric government based on interdependence, negotiation, and trust.”
Hence, this literature’s authors have allegedly shifted from “government to gover-
nance,” involving interactions between a wide range of actors in formal and informal
“self-organising networks.” For Stoker (1998, p. 17), “the essence of governance is its
focus on governing mechanisms which do not rest on recourse to the authority and
sanctions of government.” Sgrensen and Torfing (2007) similarly emphasise the cen-
trality of “non-hierarchical forms of governance” (p. 3), the “absence of top-down
authority” (p. 44), and the “role of horizontal networks of organised interests” (p. 3).
Bevir and Rhodes (2003, pp. 55-56) argue that “networks are the defining character-
istics of governance,” and offer a “coordinating mechanism notably different from
markets and hierarchies.” In this account, key dynamics in politics, such as hierarchy,
power, and conflict, tend to recede, to be replaced by more horizontal forms of nego-
tiation, networking, mutual dependence, reciprocity, and trust relations.

Bell and Hindmoor (2009) argue that this approach, although useful in highlight-
ing multiple actors in governance, downplays the role of the state and of hierarchy
that are typically found in politics and in governance practices. Indeed, even when
governments choose to govern in alternative ways, in using markets for example,
governments and state agencies typically remain important players in establishing
and operating the agendas and rules for such strategies, in sanctioning the role of
key players, and in providing resources and support. Indeed, the relational aspects
of governance can often be seen as a way of strengthening state capacity. As
Andersen (2004, p. 7) argues:

Many researchers have claimed that the restructuring of governance is a general retreat of
government and the state ... yet there is no reason to assume that the rise of governance
necessarily leads to a decline of government ... the main reason for the rise in state capacity
through restructuring is ... the fact that the state is now able to influence hitherto non-
governmental spheres of social life through partnerships, in other words, an enlargement of
state competencies.

In this view, posing a choice between society-centred and more state-centric
approaches to governance is misleading because both sets of dynamics are often
involved. Moreover, this approach sees governance as an extension of traditional
forms of public policy, with the state as a key actor but utilizing a wider variety of
governing strategies and actors, often involving non-governmental actors, including
business, unions, associations, NGOs, or communities.

The governance literature’s strength, then, is its focus on the role of both the state
and non-state actors in forging governance partnerships aimed at working out
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solutions to complex collective action problems. As we shall see below, in prevent-
ing the crystallization of systemic risk amidst the Euro crisis, the role of private
actors and networks working in tandem with the state has been of central importance.

Although useful, the governance literature in general and the society-centred
governance literature in particular have several limitations. First, their authors fail
to adequately deal with questions of knowledge and agency. At the extreme, there is
a highly interpretivist account within the society-centred literature that focusses
almost exclusively on agents and their ideas (e.g., Bevir & Rhodes, 2003). This,
however, fails to adequately account for the dialectical interaction between agents
and wider institutional or indeed structural contexts in which agents operate, largely
because researchers view such contexts as the artefacts of an agent’s interpretation.
State-centric governance accounts harbor almost the opposite problem, as their
authors focus on the dynamics of state-society relationships but spend little time
dealing with detailed questions of agency. Admittedly, the authors of certain works
in this approach have discussed how states use persuasion as a governance strategy,
leveraging the ideas and cognition of relevant actors in reshaping behavior (Bell &
Hindmoor, 2009; Bell, Hindmoor, & Mols, 2010). Yet even this approach’s propo-
nents does not delve deeply enough into how agents themselves actually operate in
ideational terrains and appraise and respond to the knowledge and information they
confront.

Second, scholars advocating the society-centred version of governance litera-
ture, in particular, with its emphasis on horizontal networks, largely ignore the role
of hierarchy, not only in relation to the role of the state, but also within societal
networks themselves. As we illustrate in the case below, the collective action
responses that European bankers and financiers were able to achieve were orches-
trated not by horizontal networks but by organized hierarchies within such net-
works, centred, in particular, around the associational role of the Institute of
International Finance (IIF), the international bank lobbying organisation, which
represented the major global banks and financial institutions and which worked in
tandem with relevant state actors.

These gaps in relation to agency and hierarchical organisation within the gover-
nance literature are significant. The agency issue is especially important because a
key issue that emerges from both the GFC and the Euro crisis is that key agents’
knowledge, ideas, and perceptions crucially shape their role and actions in financial
markets (Bell, 2017). Knowledge and ideational factors matter in relation to whether
systemic risk is perceived and whether it eventually crystalizes, and they also matter
in forging governance strategies and responses. Researchers must therefore know
how agents think and respond in a cognitive and ideational sense to the situations
they confront.
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The Institutionalist Literature

Arguably, contemporary institutionalist scholars are better able to flesh out the
interactions between the cognitive and ideational realm of agency and the institu-
tional and structural terrains in which agents operate.

Agents do not operate in a vacuum, but shape and are shaped by their institu-
tional and wider structural contexts. As Karl Marx once famously observed, “men
make their own history, but they do not make it as they please; they do not make it
under self-selected circumstances, but under circumstances existing, already given,
and transmitted from the past” (quoted in Tucker, 1978, p. 575). Institutional con-
texts are important in this respect. As Scharpf (1997, pp. 41-42) argues, “once we
know the institutional setting of interaction, we know a good deal about the actors
involved, about their options, and about their perceptions and preferences.”
Institutions are primarily about the rules and norms (formal or informal) that shape
actor behavior. Institutions matter because they shape actor identities, interpreta-
tions, and preferences, the norm and rule-based scope of agents’ discretion, and the
resources and opportunities available to agents within organizations or institutions.
As Farrell (2018, p. 26) puts it: “Institutions are not historical constants; rather, they
are themselves the product of human agency, and as humans enact institutions, they
correspondingly transform them.”

In political science, one of the main versions of institutional theory is historical
institutionalism (HI). There has been a problem, however, because proponents of
various strands of institutional theory, including strands of HI, have tended to
emphasize highly constraining notions of institutions. Prominent theorists such as
North (1990, p. 3) define institutions as “the humanly devised constraints that shape
human interaction” (our emphasis). This is a sticky form of institutional theory. It
has a limited account of agency and is better at explaining institutional continuity
than change. Blyth (1997, p. 230) is among many critics who argue that institutional
theorists view institutions as largely “constraining rather than enabling political
action.” Weyland (2008, p. 281) similarly argues that “institutionalism has empha-
sised inertia and persistence,” offering a static view of institutional life. Schmidt
(2008, p. 314) also sees established theorists as “subordinating agency to structure,”
whilst Crouch and Keune (2005, p. 83) argue that “institutional configurations are
often presented as a straitjacket from which endogenous actors cannot escape.” We
are sympathetic to such criticisms and wary of subscribing fully to overly sticky
versions of HI theory (Bell, 2011). For example, the sweeping institutional changes
that constituted the revolution in banking institutions and practices with the rise of
highly leveraged trading during the 1990s and 2000s in the core financial markets of
the US and UK suggest there is something wrong with such accounts (Bell &
Hindmoor, 2015). Thelen (2004) similarly finds a pattern of agent-driven institu-
tional change in the German vocational training system, whereby incremental
changes led to more profound changes over time.

In recent years, scholars have made a number of revisions to HI. The authors of
more flexible accounts within HI have shifted to a more agency-centred,
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“post-determinist” (Crouch, 2007) analysis, recognizing that institutions are subject
to endogenous, agency-driven change and that dialectical interactions between
agents and institutions are central to institutional life and in driving institutional
change (see Bell, 2011; Bell & Feng, 2014; Campbell, 2004; Steinmo & Thelen,
1992). A major step in this direction was Thelen’s work with various colleagues,
pointing to sources of agency-based discretion as a basis for incremental institu-
tional innovation and change (Mahoney & Thelen, 2010; Streeck & Thelen, 2005;
Thelen, 2004). Proponents of this approach recognize that agents operate with vary-
ing degrees of initiative and discretion, in a context in which institutions are both
constraining and enabling (Bell, 2011). Hence, agents both shape and are shaped by
institutions:

Institutional and/or structural environments can exert potential, though always agency-

actualised effects, by imposing costs or benefits on agents, by shaping actor interpretations

and preferences, the scope of bounded discretion, and the resources and opportunities avail-
able to actors. (Bell, 2011, p. 892)

Gliickler and Lenz (2016, p. 257) add that agency is manifest when “legitimate
mutual expectations” about rules and behavior help reinforce stable patterns of
interaction within institutions.

In recent work, constructivist institutionalists also argue that agents can actively
interpret institutional rules and norms, again creating at least some room for agency
(Blyth, 2002; Hay, 2007; Schmidt, 2010). Actors use ideas and typically rely on
agreed understandings to interpret and navigate such institutional terrains.
Importantly, however, institutions and structures are also “distinct strata of reality”
that are not simply reducible to the actors that inhabit them. Bell (2011) has there-
fore cautioned that ideational accounts must ground agents squarely and dialecti-
cally within institutional and wider settings.

Knowledge and Ideas

As noted, institutions and structures only exert an effect when mediated through the
activities of people (Archer, 2000). This suggests that people’s ideas, knowledge,
and basic behavioral biases shape how they interact with institutions and wider
structural forces. Hence, an “agency-based HI approach can easily integrate con-
structivist notions of interpretive agency and give full recognition to the fact that
ideas, knowledge, language and inter-subjective discursive processes provide the
crucial building blocks for establishing meaning and understanding and thus of pur-
poseful action in politics and institutional life” (Bell, 2011, p. 893).

Amidst the GFC, for example, most of the participants in the financial system
were not simply responding to skewed incentive structures such as highly competi-
tive pressures for profits or bank remuneration schemes that rewarded risk taking.
They were also on the whole “true believers.” The assumption made within many
banks was that their trading activity and leverage were largely risk-free. Bank
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traders, bank CEOs, regulators, investors, and even many politicians were “bound-
edly rational,” operating on incomplete information, myopia, group think, herding,
and over-optimism (Bell, 2017). This led them to discount or neglect inconvenient
or complex information as well as warning signals. Such ideas and motives mat-
tered because in an uncertain environment the assumptions key actors made about
how markets work, how other actors would behave, and how governments would
respond, shaped their perceptions and actions (Bell, 2017; Hindmoor &
McConnell, 2013).

A further important and related finding from behavioral studies comes from
prospect theory (Kahneman & Tversky, 1979; Tversky & Kahneman, 1992). Its
proponents argue that agents subjectively define value in terms of gains or losses
from a given (often current) reference point rather than in terms of final gains or
overall wealth positions. A finding of relevance to systemic risk issues is that indi-
viduals thus tend to be loss averse; they will worry about downside risks, and will
take bigger risks (compared to securing a gain) to avoid losses, which helps explain
market panics and asset fire sales.

Overall, the literatures above provide key elements with which to analyze agent
behavior within institutional, structural, and governance settings in financial mar-
kets that feature the potential for systemic risk. From the above, it is clear that
researchers must be attentive to the role of agency, as shaped by the knowledge and
cognitive and ideational drivers of behavior and how agents use them to understand
and react to the situations in which they find themselves. From the institutionalist
literature, we also need to factor in the way in which agents are shaped and in turn
shape the institutional and structural contexts in which they operate. Important here
also is the notion that agents are not only pressured by institutional and structural
contexts, but that they also have some scope to shape and manage these contexts.
Finally, the authors of the governance literature emphasize the possibility that
agents might band together in hierarchical networks capable of dealing with collec-
tive action and governance challenges and that, more often than not, the state is an
important part of such arrangements. In the next section, we probe the basic ele-
ments of the Euro crisis and show how the explanatory elements outlined above can
help reveal how relevant institutionally-situated agents used knowledge and ideas to
ascertain the nature of the systemic risks they confronted and then forged collective
action solutions that thus far have prevented the crystallization of systemic risk.

The Euro Crisis

One key institutional context pertinent to the unfolding Euro crisis was the estab-
lishment of the European Central Bank (ECB), a body charged with overseeing
European monetary integration. The introduction of a common currency in 1999
was a further key institutional development. These institutional contexts shaped the
behavior of major banks and debt markets and effectively meant that the markets
treated all members of the Euro area in broadly similar ways. Crucially, this form of
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monetary integration and the ideas held by lenders meant that the less productive
economies on Europe’s periphery—the likes of Portugal, Spain, Ireland, and espe-
cially Greece—were able to borrow freely at lower interest rates than might have
been the case otherwise. These countries subsequently piled on debt to fund what
would turn out to be real estate bubbles in Portugal, Spain, and Ireland, as well as a
sovereign debt crisis in Greece. Lenders viewed these economies as part of the EU
monetary system, assuming that Irish or Greek debt, and so forth, would be treated
similarly to German debt. Lenders also assumed that member states and the EU
would support the major banks if troubles developed.

If the peripheral economies had their own national currencies, financial market
agents might have imposed a degree of discipline on borrowing. But because the
countries in question were members of the Euro, external market pressures were not
effective in bringing about change in economies that would normally have been
judged to be “living beyond their means,” potentially facing a market-driven cur-
rency depreciation. For example, before Greece joined the European Monetary
Union, its large and rising public debts would have probably initiated rising interest
rates and/or falling exchange rates as markets reacted to the rise in perceived risk.
This would have helped to stem debt increases. However, the EMU system largely
eliminated such market constraints on debt, and the EU’s own policy and adminis-
trative monitoring regarding debt and fiscal balances also clearly failed.

The periphery’s various and growing private and sovereign debt problems were
exacerbated by the GFC from 2008 onwards and would become a key structural
problem for the Eurozone. In Ireland, for example, debt helped fuel the “growth
miracle” that developed into a massive property bubble, which eventually collapsed,
exposing Irish and European banks. Indeed, the huge burden of public and private
debt at the center of the Euro crisis was largely held by German, French and UK
banks. The German banks, for example, were “structurally hugely vulnerable to
crisis,” according to Thompson (2015, p. 856), whilst the French banks’ exposure
was even larger. It is estimated that the French, German, and UK banks’ combined
exposure to peripheral European debt at the height of the crisis was as high as two
trillion US dollars (Kalaitzake, 2017, p. 396; Thompson, 2015, p. 857). Any default
on such would place enormous pressure on these banks, risking a bank-run and
banking insolvency, in turn forcing national governments to try and bail the banks
out. This posed a major systemic risk to the European banking system, not only
because of the debt exposures and highly fragile nature of the large Euro banks in
question (Bell & Hindmoor, 2018a, b), but also because of these banks’ sheer scale
relative to the national GDPs involved. This posed the question of whether bailouts
would even be fiscally feasible for the relevant governments and authorities. The
scale and uncertainties surrounding these potential problems thus constituted an
acute context of systemic risk and raised wider institutional questions about the
design of the Euro system and its capacities for crisis management and adjustment.
For the debt-laden peripheral economies the problem was that they were locked into
a relatively inflexible institutional system that was never designed for such crises
and that, for example, foreclosed currency depreciation as an adjustment mechanism.
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Preventing the Crystallization of Systemic Risk Amidst
the Euro Crisis

As noted above, agents tend to be loss averse and will often take drastic action in the
face of impending losses and instability. In this context, the challenge was to try and
prop up European debt markets and prevent a run on the major European banks. In
other words, the challenge was to prevent the crystallization of systemic risk
whereby financial market actors could potentially bring on collective ruin by exert-
ing a form of structural power, mutually exercised, thus presenting market actors
with a severe and urgent collective action problem.

In the literature on structural power, researchers often treat the structural dimen-
sions of such power separately from so-called instrumental dimensions of business
power, with the latter based on overt business activism, organization, and lobbying.
But these two forms of power should not for the most part be analytically separated
and can in fact interact. Indeed, structural power need not be deterministic or auto-
matic and can be mediated through agency, ideas, and collective organization
(Bell, 2012).

Kalaitzake (2017) uses this framework to analyze the response to the Greek crisis
and the way in which European and international bankers, and especially the leaders
of the IIF, understood the challenges and risks they confronted and used ideas,
knowledge, and experience regarding the dynamics of previous banking crises and
debt resolution strategies in a range of developing countries to help chart a way
forward in this new European situation. The IIF thus emerged as an important
enabling institution that was knowledgeable, expert, and well-connected with
European leaders and officials. Over the course of the crisis, the IIF was able to
frame the key issues, articulate clear response strategies, and use associative means
to help organize collective action responses. The IIF also worked closely with
European state leaders and officials in the European Commission, the European
Central Bank, and the IMF, and was valued by the authorities as a knowledgeable
and organizationally capable partner. All of these actors had a key knowledge
advantage compared to those involved in the GFC, who were essentially over-
whelmed by a more complex and completely unexpected chain of events, starting
with the collapse of mortgage-backed assets and ending with the meltdown in global
wholesale funding markets (Bell, 2017). In contrast, European actors were con-
fronted with a more conventional and more clearly understood debt and potential
bank run type of crisis. As noted, the IIF leaders were well versed in such crises, and
this was in contrast to the level of experience and knowledge held by many European
leaders and officials who “had little grasp of the technical issues involved” (quoted
in Kalaitzake, 2017, p. 399). Above all, it was well understood that it was essential
to uphold market confidence and prevent panic and contagion and that the only way
to do this was to organize responses that would stabilize the debt situation and
above all convince relevant market actors that the situation was in hand. According
to one private sector participant, the European authorities thus recognized the IIF
“as a valuable platform to coordinate policy objectives with the majority of
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bondholders as a unified block [and] foster stronger policy communication to finan-
cial markets more broadly, allowing officials to better manage policy expectations
and market reactions” (Kalaitzake, 2017, p. 399).

In the case of the Greek sovereign debt crisis, tough medicine in the form of fis-
cal restraint and other austerity measures were imposed as the condition for liquid-
ity assistance from the European authorities and the IMF. As the crisis worsened in
May 2010, a 110bn Euro bailout was announced to facilitate Greek debt servicing.
This was largely aimed at buying time and reassuring markets that the situation was
in hand. Policymakers initially directed their efforts at avoiding a debt write down
and a private sector debt haircut in order to avoid market panic and the potential for
contagion in other stressed markets in the Euro periphery. As Kalaitzake (2017)
notes, it was initially feared that “a creditor write-down in Greece would trigger a
‘Lehman-type event’ resulting in bank runs and rising borrowing costs.” The Euro
leaders also developed an emergency bailout or lending fund—the European
Financial Stability Facility. ECB President Mario Draghi’s famous promise in 2012
to do “whatever it takes” to resolve the crisis was also intended to both reassure
skittish financial markets and to justify buying “unlimited” quantities of sovereign
bonds. As the IMF (2013, p. 28) argued, the imposition of pain on Greece but not
initially on creditors “provided a window for private creditors to reduce exposures
and shift debt into official hands.” This process saw almost 100 billion Euros of
Greek debt pass from the private to the state sector between the initial bailout and a
further debt restructuring deal announced in 2012, the latter prompted by the con-
tinuing instability of the Greek debt situation. Having bought some breathing space
with the first bailout, the IMF began to insist that any further official assistance
would need to be supported by a private sector bail-in or haircut in which creditors
would be exposed to losses. In this context, the IIF worked to organize a collective
banking response and forged agreement with Euro leaders that by March 2012 was
focused on a second Greek bailout, though this time with a substantial degree of
private sector bail-in, amounting to an over 50% write down for bond holders. Yet
policymakers sweetened the bail-in with generous offsets, including swaps for cer-
tain amounts of Greek debt for official bonds of various maturities. Overall, these
arrangements benefited the banks and private sector creditors by avoiding a disor-
derly default, and reduced the risk of panic and contagion, the threat of more coer-
cive government measures to restructure debt markets, and market exposure to the
Greek crisis—all based on essentially voluntary, collective private sector responses
and organization, backed and supported by the EU authorities. In contrast to Woll
(2014), who argues that private financial sector disorganization forced governments
into more generous banks bailouts in some countries after the GFC, this case illus-
trates the advantages of private financial sector knowledge and organization in cases
of sovereign debt crises.

This episode shows that systemic risk in financial markets can be managed even
in the face of a potential Lehman-type event, but only if market and state actors are
able to perceive the looming threat and act in an organized manner with sufficient
institutional back-up and resources to avoid the crystallisation of systemic risk.
Ideas, financial expertise, experience, the willingness and capacity to act
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collectively, all supported by appropriate institutions and public-private partner-
ships and effective governance strategies were all involved in this case. The key
contrast here, compared to what happened in the case of the GFC, is that bankers
and state leaders in the Euro situation were able to clearly understand and perceive
the potential for the crystallisation of systemic risk and act to avert it.

Finally, it is true that the bailouts and actions taken to assuage market actors
exposed the states and authorities in question to moral hazard—a form of reassur-
ance and an outcome that is likely to reduce risk perceptions and embolden market
actors going forward. This situation always puts states and the authorities in a bind,
but the reality is that financial markets are now so large that systemic financial col-
lapse cannot be countenanced. This essentially structural market shift now means
that the potential crisis-induced collateral damage to wider economies and even to
the fate of nations is now so great in most cases of large, complex, and inter-
connected financial markets that concerns about moral hazard now take second
place to the need to avoid a financial meltdown.

Conclusion

Knowledge, collective capacity, and governance can clearly matter in understanding
and managing complex human interactions amidst financial markets that are struc-
turally prone to systemic risk and its crystallization. This occurred in a dramatic and
damaging way during the 2008 GFC, but thus far at least the Euro crisis has not
morphed into a Euro banking crisis, although many Euro banks remain fragile and
vulnerable (Bell & Hindmoor, 2018a). As we have demonstrated, at the crisis’s peak
around 2010, the Euro authorities and states managed to avoid the crystallization of
systemic risk through collective action, with the help of a knowledgeable and orga-
nized private sector.

We have argued that various strands of research and theory in political science
offer useful tools for understanding such dynamics and outcomes. The authors of
governance literature point to the importance of the state and the orchestration of
public-private cooperation in meeting governance challenges. But we have argued
that institutional analysis also offers a way of locating agents in relevant institu-
tional and structural contexts, through tracing dialectical relations of mutually shap-
ing interactions over time. This approach also offers a way of bringing in deeper
insights about agents’ cognitive and ideational processes in shaping the way agents
use knowledge to help appraise and react to situations and in building institutional
and collective responses to risk environments. Future researchers must bring
together these elements in wider studies of how knowledge and governance strate-
gies have been deployed, studying other cases of financial market dynamics or in
broader settings.
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Part I1
How Knowledge Drives the Effectiveness
of Governance



Chapter 7 )
Explaining Subnational Governance: ST
The Role of Governors’ Codified

and Uncodified Knowledge

Claudia N. Avellaneda, Ricardo Andrés Bello-Gomez, and Johabed G. Olvera

Scholars, donors, and practitioners worldwide search for the tools and means to
improve governance. Throughout this search, stakeholders recognize the impor-
tance of bringing actors together from public, private, and non-profit sectors for
problem solving. The cross-sector effort is expected to lead to effective governance,
which in turn should result in improved management, effective implementation of
instruments, improved service delivery, and higher outcomes. “Governance com-
prises the legal, social, political, economic, environmental, and administrative
arrangements put in place to ensure the intended outcomes for stakeholders are
defined and achieved”! (CIPFA & IFAC, 2013, p. 8). In Latin America, for example,
decentralization has been one of the adopted governance arrangements. By increas-
ing autonomy and assigning more responsibilities to subnational governments,
decentralization is expected to improve service delivery and peoples’ lives. Despite
the generalized increase in the role of subnational governments, considerable per-
formance variation exists across regions, leading us to question what factors explain
subnational governments’ performance.

Although the terms of subnational governments are very broad, encompassing
second-level (state or province) and third-level government (municipalities)
(Herrera Gutierrez, 2015), we here refer to the second level of government as
states/provinces/departments/regions. In explaining governance performance,

'Based on this definition, governments are a component of the variety of arrangements needed for
public action to happen. So, in this paper, when referring to governance, we are talking about the
different arrangements to pursue national goals and when using the term government, we refer to
the organizations and branches/levels that comprise the public sector.
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scholars have stressed the role of political factors, such as partisanship? (Brollo &
Nannicini, 2010; Cox & McCubbins, 1986; Solé-Ollé & Sorribas-Navarro, 2008),
party ideology (Strgm, 1990; Wittman, 1990), electoral competitiveness (Holbrook
& van Dunk, 1993; Key, 1949), and electoral cycle (Ames, 1987; Buchanan &
Tullock, 1962; Nordhaus, 1975). Others explain performance as a function of
resources (Sharkansky, 1967), oversight mechanisms (Blair, 2000), intergovern-
mental/interorganizational networks (Agranoff & McGuire, 1998, 2003), popula-
tion size and nature (Durant & Legge, 1993), and organizational capacity (Collins
& Gerber, 2006; Hall, 2008; Terman & Feiock, 2015). Finally, another branch of
research identifies collaborative arrangements as key drivers of governance perfor-
mance (Meier & O’Toole, 2001; Page, 2008).

Without denying their explanatory power, we find the above factors neglect the
potential role of government CEOs’ knowledge. In this second level of govern-
ments, the CEO/manager of the state/province/department is a directly elected gov-
ernor or an appointed intendent (as in Chile), who performs both political and
administrative functions and who enjoys managerial autonomy and discretion.
Given his/her significant autonomy and discretionary power, his/her knowledge
influences decision-making, and, in turn, governance performance. A top manager’s
individual traits are thus expected to contribute to her decision-making in setting
strategic and tactic goals, selecting middle-level managers, rearranging organiza-
tional structure, risk taking, adopting innovation, networking with other levels of
government, and/or adopting a participatory process.

In this study, we consequently specifically seek to assess the effect of governors’
knowledge (codified and uncodified) on performance at the subnational level. In
doing so, we rely on data derived from 32 Mexican states and 32 Colombian
departments/provinces during the 1995-2010 and 2004-2013 periods, respectively.
We assess subnational performance in terms of two objective indicators—enroll-
ment in secondary education and infant mortality rate (IMR)—that are mainly the
responsibility of both Mexican states and Colombian departments.

Identifying the drivers of governance performance at the subnational level is
relevant for several reasons. In some countries, half the national budget is currently
allocated to subnational governments (Herrera Gutierrez, 2015). Moreover, as
delivery of health, education, and development programs happens at the subnational
level, long-term development is a function of governance performance at this level.
Finally, subnational performance is vital for strengthening democracy, transpar-
ency, and citizens’ trust of government. Moreover, most researchers studying sub-
national governance performance focus on the United States and/or the United
Kingdom. However, both countries enjoy highly developed, post-industrial econo-
mies, as well as fully democratic systems. Therefore, it is unknown whether the
identified drivers of performance in these developed settings apply to

*In political science, partisan and partisanship refer to strong adherence and loyalty to a political
party or group (see, e.g., Allan & Scruggs, 2004, or Bartels, 2000).
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underdeveloped and new democracies, such as Mexico and Colombia, where exist-
ing institutions might generate different incentives.

In the following section, we present the theoretical underpinnings that link
knowledge to governance performance. In the chapter we then offer the rationale for
alternative explanations, which we will also test in the empirical analysis. In the
next section, we provide a brief background of the Mexican and Colombian estates,
as well as a description of the data collection and variable operationalization.
Afterward, we present the empirical analysis, interpret and discuss the results, iden-
tify some of the limitations, and develop our conclusions.

Explaining Governance Performance

As mentioned above, several factors seem to contribute to governance performance.
Although no clear drivers seem to explain variation in performance, at risk of sim-
plifying, researchers have paid considerable attention to seven drivers: resources,
market competition, accountability, organizational structure, political/environmen-
tal/internal context (O’Toole & Meier, 2015), collaborative arrangements (Meier &
O’Toole, 2001; Page, 2008), and management (Boyne, 2003; Lynn, 2003; Meier &
O’Toole, 2002). According to O’ Toole and Meier, (1999), management (i) provides
organizational stability and structure, (ii) coordinates achievement of organizational
goals, (iii) exploits opportunities, and (iv) buffers the organization from exter-
nal shocks.

For some, public management makes the difference between the success and
failure of policy implementation (Avellaneda, 2009; Lynn, 1987; Meier & O’Toole
2002; O’Toole & Meier, 1999). Under this view, qualified management—the
“management-quality” hypothesis—facilitates program success, contributing to
overall organizational performance. The notion is that managers are expected to rely
on structure, craft, and institutions (Lynn, 2003, p. 2) to direct routine activities in
purposeful organizations. However, managerial influence works through different
causal pathways (Meier & O’Toole, 2002), as management influences performance
through multiple mechanisms: goals, material and human resources, regulation,
representation, workforce diversity, organizational strategy, and leadership.
Nevertheless, “it is increasingly clear that (individual) managers can improve pro-
gram effectiveness, sometimes in substantial ways” (Boyne, Meier, O Toole, &
Walker, 2005, p. 634). For it is “[a]t the higher levels of the bureaucracy and among
the elected officials, for example, that important decisions on what services to
deliver or how to deliver them are made that limit a street-level bureaucrat’s ability
to affect service distributions” (Meier, Stewart, & England, 1991, p. 158, see also
Avellaneda, 2009). Or as Lynn (1987, p. 103) posits, “[i]n its most concrete and
observable sense, the activity of government agencies is the product of the behavior
of identifiable individuals who occupy responsible positions.” However, how do
individual managers/leaders contribute to governance performance?
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Governors’ Codified Knowledge and Subnational Governance

Although education is codified knowledge, experience is uncodified knowledge.
The mechanisms by which codified knowledge contributes to performance and gov-
ernance can be explained at the macro- and micro-level. At the macro-level, Adam
Smith highlighted the role of education as a contributor to the process of the produc-
tion of assets and services (Sen, 1997). Specifically, technical formation and learn-
ing contribute to production (Sen, 1997, p. 70). Codified knowledge, that is
education, is part of human capital. Solow’s (1956) theory of economic growth
stresses the importance of human capital on a country’s growth and development
(see also Besley, Montalvo, & Reynal-Querol, 2012; Jones & Olken, 2005). Since
Solow (1956), many others have highlighted the role of human capital in production
(Lucas, 1988; Mankiw, Romer, & Weil, 1992), encouraging empirical research that
reports a positive relationship between school years and growth rate (Bassanini &
Scarpetta, 2001).

At the micro-level, codified knowledge also contributes to governance perfor-
mance through several mechanisms. Education brings recognition, leads to better
choices and empowers leaders to argue and communicate strategies. Hence,
“[c]ognitive resource theory assumes that more intelligent and knowledgeable lead-
ers make better plans and decisions than do those with less ability and knowledge”
(Fiedler, 1986, p. 533). Knowledgeable leaders are expected to be more innovative
and more direct in communicating plans, decisions, and strategies. As Dearborn and
Simon (1958) posited, “[w]hen presented with the same problem, executives with
different functional areas defined the problem largely in terms of the activities and
goals of their own areas.” Therefore,

H1: The higher a governor’s codified knowledge, the higher the state/province
performance.

Governors’ Uncodified Knowledge and Subnational
Governance

Besides the codified, scientific, and technocratic knowledge, the uncodified, intui-
tive, and artistic knowledge of managers also influences performance (Lynn, 1996,
pp. 112-113). Hence, “[k]nowledge is, by no means, the only cognitive resource
expected to influence a leader’s performance” (Avellaneda, 2009, p. 289). Leaders
acquire scientific knowledge at the university and/or workshop level. On the con-
trary, uncodified, intuitive knowledge is obtained through mentorship and job expe-
rience (Avellaneda, 2009; Lynn, 1996). This is considered learning though
experience and practice (Arrow, 1962). According to Fiedler (1986, p. 32), experi-
ence likely affects a leader’s performance in several ways: “by (a) providing useful
and job-related knowledge, (b) enhancing the ability to cope with stressful
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conditions, and (c) engendering a feeling of greater self-confidence and control of
the leadership situation.” That is, experience helps governors anticipate technical
and administrative obstacles and allows them to search for previous adopted strate-
gies to overcome them. Experience should also help governors cope with task
difficulty.

According to the resource-based view, experience and expertise are rare, valu-
able, inimitable, and non-substitutable organizational resources, which contribute to
its competitive advantage (Penrose, 1959; Rumelt, 1984; Wernerfelt, 1984).
Riccucci (1995), Doig and Hargrove (1990), and Avellaneda (2009, 2012, 2016)
have examined the experience-performance relationship and find that political lead-
ers’ experience positively influences their organizational effectiveness. Others,
however, report no empirical support for the experience-performance relationship
(Fernandez, 2005; Fiedler, 1966; Fiedler & Chemers, 1968). The use of different
indicators for qualitative and quantitative dimensions of experience may explain the
inconsistent results (Olvera & Avellaneda, 2019). Nevertheless, the uncodified
knowledge-performance relaxations deserve to be tested in underdeveloped set-
tings. Therefore,

H2: Governors’ uncodified knowledge (experience) is positively correlated with
state performance.

Alternative Explanations of Subnational Governance
Performance

Governance performance may also be influenced by elected officials’ ideological
alignment with other elected officials at higher or equal levels of government.
Researchers have mainly tested this partisan alignment hypothesis in studies to
explain grant approval. Proponents of this hypothesis specifically posit that due to
risk aversion, grants tend to be allocated to co-partisan jurisdictions (Cox &
McCubbins, 1986). There is some empirical evidence supporting this claim. Brollo
and Nannicini (2010) find that Brazilian municipalities in which the mayor is affili-
ated with the coalition of the president received 36 to 43 percent larger transfers
than non-aligned municipalities in the final 2 years of the mayoral term. Likewise,
Solé-Oll¢€ and Sorribas-Navarro (2008) find that, in Spanish municipalities, grants
to co-partisans led to some political support, but grants to opposition parties did not
bring in more votes. However, a number of studies also support a contrary hypoth-
esis that grants tend to be directed toward jurisdictions with a high number of swing
voters as a means of winning support (Dahlberg & Johansson, 2002; Dixit &
Londregan, 1998; Johansson, 2003; Lindbeck & Weibull, 1987; Mejia
Guinand, Botero, & Rodriguez Raga, 2008). The plausibility of both hypotheses
calls for further testing at the subnational level in understudied contexts. Therefore,
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H3: States whose governors are ideologically aligned with other elected officials at
the state and national level tend to have higher performance.

Besides partisanship, government ideology also has been suggested as a driver of
governance performance. Downs (1957) suggested that party competition takes
place along a left-right ideological spectrum, suggesting that political parties are
policy seekers, rather than just vote seekers (Strgm, 1990; Wittman, 1990). Although
some question the validity of this one-dimensional scale, researchers have used left-
right continuum to test several theoretical propositions. Regarding social policies,
for example, the debate centers on whether or not parties of the left spend more
money than parties of the right (Blais, Blake, & Dion, 1993; Solano, 1983; Swank,
2002). Greater social spending, in turn, may enhance program coverage. Blais et al.
(1993) and Swank (2002) found that parties make a difference, whereas Solano
(1983) and Avellaneda (2009) report no party ideology effect at all. The potential
explanatory power at the state level in developing settings justifies testing party
ideology. Here, the expectation is that states led by governors affiliated with rightist
parties tend to expend less, resulting in lower performance.

Finally, others link program implementation and performance to electoral com-
petitiveness (Holbrook & van Dunk, 1993; Key, 1949). Proponents of the electoral
competitiveness hypothesis suggest that when elections are tight, candidates and
incumbents tend to provide more services in order to gain political support from
many segments (Key, 1949). Party competition hypothesis has received some sup-
port (Holbrook & van Dunk, 1993), but others report no support or little impact
(Dye, 1966). This inconclusiveness calls for additional tests of the competitiveness
hypothesis at the subnational level in new democracies.

We will test the generated hypothesis and expectations in a data set derived from
the Mexican states and Colombian departments/provinces. In the next section,
therefore, we provide a brief background of these subnational governments.

Case Analysis: Mexican States and Colombian Departments

Since the adoption of decentralization in the 80s, Mexican states and Colombian
departments have expanded their fiscal, political, and administrative autonomy.
Despite having the same responsibilities, considerable variation exists across
Mexican states and Colombian departments in terms of several indicators and
dimensions of performance. Understanding the drivers of this variation is central to
this study, and we suggest that governors’ knowledge explains this subnational vari-
ation. Beside cross-state variation, both Mexican and Colombian states have expe-
rienced violence. Nevertheless, Mexico is a federal system, but Colombia is a
unitary system. In addition, their party systems also exhibit variations. Mexico has
a highly institutionalized three-party (PRI, PAN, and PRD) system versus
Colombia’s multi-party system (11 parties represented in the 2018 Senate elec-
tions). Although the common features serve as controls, differences justify testing
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our propositions to understand their impact on governance performance at the sub-
national level.

Mexican States

We test our hypotheses using data derived from the 32 states in the Estados Unidos
Mexicanos (United Mexican States) and the 32 departments of Colombia (Fig. 7.1).
In this section, therefore, we provide a background on both Mexican and Colombian
subnational governments. The Constitution of 1917 formally established Mexico as
a federal republic. However, the country was highly centralized until 1980. From
the early 1980s to late 1990s, the federal government initiated a process of admin-
istrative, political, and fiscal decentralization, delegating many governmental
responsibilities, including health and education services, to states (Rowland &
Ramirez, 2001). Consequently, Mexican states have attained a high degree of politi-
cal, administrative, and budgetary autonomy (Falleti, 2010).

State autonomy also has increased governors’ power (Falleti, 2010; Modoux,
2006), enabling governors to block federal policies (Rodriguez, 2003) and control
decisions for municipalities’ resource allocation (Alvarado, 1996). This significant
expansion of responsibility has inspired numerous studies addressing the role
Mexican governors play in federal and local politics (e.g., Figueras Zanabria, 2009;
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Herndndez Rodriguez, 2008; Langston, 2010; Modoux, 2006; Montero Bagatella,
2014; Morales y Gémez & Salazar Medina, 2009; Oikion Solano, 2012; Rodriguez,
2003). However, no systematic study has examined the effects of governors’ char-
acteristics on state performance.

Mexican governors are democratically elected for a six-year term, with no re-
election allowed. They head the executive branch, perform political and administra-
tive functions, and are accountable to state legislatures. State legislatures are
unicameral and populated by directly and indirectly elected representatives, who
serve three-year terms. Consequently, each governor serves alongside two legisla-
tive bodies. According to the Ley General de Educacion, the federal government
defines the general principles and goals of Mexico’s education policy. However,
states are responsible for designing and implementing necessary programs to ensure
federal education goals are reached (DOF, 2013). For instance, the governor through
the State Government Plan determines strategies to achieve education enrollment
levels established by the federal government.

Mexican states have two kinds of revenues: (1) their own revenues, and (2) fed-
eral transfers. Their own revenues are comprised of state taxes (e.g., vehicle-
ownership tax, purchase or sale of used cars, lotteries, etc.), social security fees,
provision of public services to individuals (e.g., expedition of driver’s licenses),
public works that differentially benefit particular individuals, sale of state-owned
real estate, and any other revenue derived from the execution of the state’s faculties
(e.g., traffic ticket fines). Around 8% of states’ revenues come from these sources
(Ramirez-Cedillo & Lopez-Herrera, 2016). Federal transfers resulted from the Ley
de Coordinacion Fiscal (Law of Fiscal Coordination) enacted in 1978 (Ley de
Coordinacién Fiscal, 1978). Under this law, states agreed to yield some of their
tributary faculties to the federal government in exchange for a share of federal taxes.
The two types of federal transfers are participaciones (participations) and aporta-
ciones (contributions). Participaciones are determined according to a formula
incorporating these elements: (1) level of tax collection, (2) population, and (3)
compensations to less advantaged states. States can spend money from this source
at their discretion. For the average Mexican state, participaciones account for 31%
of revenues (Ramirez-Cedillo & Lopez-Herrera, 2016). Aportaciones are earmarked
funds dedicated to education, health, social infrastructure, municipalities strength-
ening, etc. On average, this type of federal transfer represents 52% of states’ reve-
nues (Ramirez-Cedillo & Lopez-Herrera, 2016).

Governors can implement different strategies to increase revenues from any
source. For example, to increase its own revenues, the Mexico City government
installed cameras across the city to detect drivers going over the speed limit and
fined the speeders. Governors also might apply actions to improve tax collection.
For example, a state government may require a tax payment for an individual to use
a vehicle. In particular, Mexico City’s government may request vehicle owners to
pay vehicle ownership taxes to obtain environmental verification needed to travel
across the city (Reglamento de Transito de la Ciudad de México, 2016).

In terms of health care, states manage primary-care hospitals and are responsible
for nutrition, epidemiology, maternity care, and visual and hearing health.
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Decentralization reforms made states responsible for providing medical attention to
most uninsured populations (Martinez Fritscher & Rodriguez Zamora, 2016). Some
argue decentralization of health services allowed governors to use administrative
and technical posts as political currency (Gonzalez-Block, Leyva, Zapata, Loewe,
& Alagon, 1989). To expand health and education services, governors may seek to
increase states’ education and health budgets assigned by the federal government. A
special federal commission reviews budget requests related to education and health
issues from different actors, including governors, mayors, ministries, and associa-
tions. Consequently, lobbying strategies and political networks are essential assets
for governors seeking resources for education and health.

Colombian Departments

Colombia is a unitary but decentralized republic (Const. 1991, art. 1). According to
the 1991 Constitution (art. 311), Colombia’s entire territory has been divided into
32 departments and the capital district of Bogotd.> Colombian departments coordi-
nate and mediate between the national state and the municipalities, which are the
main service providers and fundamental territorial authorities (Fig. 7.2). In the last
two decades, Colombia has implemented changes over its territorial structure in
order to advance fiscal, political, and administrative decentralization (Falleti, 2005).

Fiscal decentralization started with the institution of the “Situado Fiscal,” the
first attempt of intergovernmental transfers in 1968. The 1991 Constitution strength-
ened the transfers system and vested the territorial entities with the responsibility of
providing social services, such as education, health care, and basic sanitation. These
changes furthered administrative decentralization. In 2001, Congress adopted the
Participations General System (SGP), which modified the transfer allocation method
to achieve fiscal sustainability and improve equality (Bello & Espitia, 2011).

The first mayoral and gubernatorial elections took place in 1998 and 1992,
respectively, giving way to political decentralization. Since then, mayors and gover-
nors were first elected for a three-year period, increasing to a four-year period on
Jan. 1, 2004. An elective body, called the Department Assembly (Const. 1991, art.
299), oversees the subnational executives, approves state budgets, determines size
and structure of the departmental government, and creates or suppresses municipali-
ties, among other functions (Const. 1991, art. 300).

Departments raise revenue mainly from three categories of sources: taxes, trans-
fers, and royalties, representing around 85% of their total revenue from 2000 to
2012.* During the same period, transfers’ share of departments’ revenue has

3Even though other districts exist and enjoy greater autonomy than municipalities, they relate to
specific issues (tourism, cultural affairs) and for most purposes, they are part of the respective
departments.

*The remainder corresponds to capital projects co-financed by the national government, and other
non-tax revenues.
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fluctuated between 45.7% and 56.8%, taxes have ranged between 23.2% and 27.5%,
and royalties have shifted between 10.0% and 16.4%.5 Levies on beer, liquor, and
tobacco constitute most of the tax revenue collected by the departments, even
though the central government determines the respective tax rate. Royalties are
directly related to the exploitation and transportation of natural resources, such as
oil, gas, metals, and minerals. Nevertheless, the Participations General System
(SGP) determines the way the central government transfers resources to each
department, district, and municipality. The system allocates a total amount indexed
to inflation, the variation of the national current revenue, and the target population
for the provision of public services. The resources assigned are earmarked to the
provision of education (58.5%), health care (24.5%), basic sanitation (17%), and

SPercentages calculated from Departamento Nacional de Planeacion (2013).
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other minor purposes (4%) (Baréon & Meisel, 2003; Bello & Espitia, 2011;
Ley 715, 2001).

Resources are assigned to departments for their administration and distribution,
according to municipalities’ needs. When municipalities obtain certifications to
administer their own education and health resources, transfers bypass the depart-
ment and go directly to the municipality (Bello & Espitia, 2011). To obtain the
National Education Ministry’s certification, municipalities must demonstrate they
satisfy certain conditions of administrative capacity (Ministerio de Educacion
Nacional, 2004). In 2002, 46 municipalities were certified, and in 2008, 16 more
were certified, bringing the total to 62 localities certified to directly provide second-
ary education without state involvement. After excluding the certified localities,
Colombian departments are still in charge of providing secondary education to
about 42% of the potential target population in Colombia (see Table 7.2). The edu-
cation ministry considers children between 11 and 16 years old as the potential
target population for secondary education (Ministerio de Educacién Nacional,
2014). By 2013, more than 1.1 million Colombian teenagers still did not have access
to secondary education. In Fig. 7.3, we summarize the process of education provi-
sion in Colombia, highlighting the role of the departments.

In the case of the provision of health, municipalities can be certified by either the
department or the Public Health Ministry (Ley 60, 1993). However, departments
still exercise a monitoring role and can subject a municipality to a performance
management regime if the municipality fails to maintain a certain level of service
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provision and capacity (Ley 60, 1993). Indeed, between 2002 and 2013, depart-
ments recentralized health provisions in 92 municipalities.® In other words, depart-
ments influence the achievement of public health outcomes in their territory either
by direct administration of the health system or by close monitoring of decentral-
ized municipalities.

Data and Variable Operationalization

The unit of analysis in this study is state-year. Based on data availability, we built
two panel data sets—one with information from 32 Mexican states over a 16-year
period (1995-2010)—and another panel for 32 Colombian departments from 2004
to 2013. The period for the Mexican states includes three gubernatorial administra-
tions for most states (1994-2000, 2000-2006, and the first 4 years of the 2006-2012
administration), but some states have shifted electoral cycles. The period for the
Colombian department covers three gubernatorial administrations (2004-2007,
2008-2011, and the first 2 years of the 2012—-2015 administration).

Assessing Governance Performance

Objectively assessing performance has become central in the public management
literature. Walker, Boyne, and Brewer (2010) summarized the models used to mea-
sure performance. According to them, academics and practitioners have basically
followed either the economy-efficiency-effectiveness (3Es) model or the inputs-
outputs-outcomes (I00) model. Proponents of both models try to capture perfor-
mance as the ability of the organization to (i) acquire resources from the environment
(system-resource approach), and (ii) to achieve the organizational goals (goal
approach).” However, as Walker et al. (2010) recognize, these models lack insight
about the organization’s internal stakeholders, as well as several “responsiveness
values” (Rainey, 2014, p. 105), such as human rights and accountability.

Another perspective to assess performance focuses on the different dimensions
of organizational performance that aim to complement the 3Es and 10O models
(Boyne, 2002, 2003). In this case, performance is assessed in terms of accountabil-
ity, effectiveness, efficiency, democratic outcomes (representation, participation,
etc.), equity, justice, responsiveness, quantity, and quality of outputs and outcomes.
In this study, we opt to assess performance in terms of outputs—enrollments in
secondary education—and one outcome—infant mortality rate. Although outputs
refer to the direct products generated by an organization, outcomes denote the final

°From original data collected by Instituto Geografico Agustin Codazzi (2018).
7See Rainey (2014) for more detail on the alternative approaches to organizational performance.
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effect a product has on society (Boyne, 2003). For instance, in reducing infant mor-
tality rate (the final policy goal, i.e., outcome), a governor might promote children
vaccination (output) across her state. Although no single indicator is perfect, these
two indicators are objective and fully measure a state’s performance, as they are
implemented at the state/provincial level. Assessing performance in terms of school
enrollment and infant mortality rate seems appropriate because Mexico and
Colombia face a considerable gap between potential and actual enrollees in second-
ary education and considerable variations in IMR within the countries.

For Mexico, we obtained high school enrollment data through the Secretaria de
Educacién Publica (Federal Ministry of Education). This rate measures the percent-
age of eligible children who enroll in high school in a given state in a particular year.
Infant mortality rates are defined as deaths in the first year of life per 1000 live
births. We obtained data to measure this variable from Instituto Nacional de
Estadistica y Geografia (INEGI), the National Center for Statistics and
Geographical Data.

The Panel Municipal del CEDE (Acevedo & Bornacelly, 2014) collected a wide
range of socioeconomic variables for all municipalities in Colombia. We aggregated
the number of high-school enrollees in non-certified municipalities for each depart-
ment, thus obtaining a total enrollment figure at the department level. We also cal-
culated the total number of children between 11 and 16 years old in such non-certified
municipalities, as a measure of the total targeted population for secondary education
in each department. The high-school enrollment rate is the ratio between the num-
ber of enrollees and the targeted population in each given year. The Panel Municipal
del CEDE (Acevedo & Bornacelly, 2014) also reports figures of infant mortality at
the municipal level. By aggregating these figures at the department level and deter-
mining a ratio of the total number of births in a given year, we obtain infant mortal-
ity rates for each department in a given year (Figs. 7.4, 7.5 and 7.6).

In order to test H1, we obtained governors’ codified knowledge via background
and biographical information of the governors as subnational chief executives.
Besides collecting information on their age and place of birth, we originally calcu-
lated the number of years of formal education. However, given the large number of
governors with pre-graduate education in both countries, we opted to create a
dummy variable receiving “1” if the governor has postgraduate education and, oth-
erwise, “0,” to test the effect of governors’ codified knowledge on state perfor-
mance. As noted in Fig. 7.7, only 2.63% of Mexican governors have less than a
college education, yet 10.31% of Colombian governors do not have college educa-
tion. In addition, most Mexican governors obtained college degrees (66.67%), but
only 29.06% of Colombian governors have college degrees. On the other hand, the
majority of Colombian governors (60.62%) have some kind of postgraduate degree
(specialty, master or Ph.D.), yet only 30.7% of Mexican governors attained post-
graduate degrees.

To test the effect of governors’ uncodified knowledge (H2), we also collected
information on the years of experience in both the public and private sectors.
Moreover, we classified governors’ experience at the local, state/department and
national levels. As we can see in Fig. 7.8, the distributions of public sector
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Fig. 7.8 Uncodified knowledge of Mexican and Colombian Governors: by total years of public
sector experience. Source: Design by authors

experience in both Mexico and Colombia are negatively skewed. In particular, most
Colombian governors have less than 20 years of experience, and most Mexican
governors have less than 40 years of public sector experience. Of years spent in the
public sector, Colombian governors dedicated 32.78% and Mexican governors ded-
icated 10.96% to local governments. At the state/department level, Colombian gov-
ernors dedicated 35.8% of their time, and Mexican governors invested 35.79% of
their time. Finally, of the total time spent in the public sector, Colombian governors
committed 31.42% of their time to the national government, but Mexican governors
gained 53.27% of their experience at that level (Fig. 7.9).

In the Colombian case, to test for the effect of partisanship, we obtained data
from the National Registry, which reports electoral information. Governor-state leg-
islature partisanship is assessed as the percentage of members in the subnational
assembly who belong to the governor’s party. This measure, however, does not take
into account the informal alliances and partnerships that governors tend to build to
achieve working majorities in the assembly. The alignment between governors and
the national level of government in Colombia is measured by a regional-ties
approach, which is consistent with this concern over informal partnerships.
Governor-national representatives’ alignment equates to the number of senators,
representatives, and cabinet members who are native to the department. Meanwhile,
to measure governor-ministry of health/education alignment, we created a dummy
variable receiving “1” if the respective ministry was native to the department; oth-
erwise it is “0.” For Mexico, governor-national representatives’ partisanship equates
to the percentage of both senators and representatives ideologically aligned to the
governor’s party. Finally, to measure governor-ministry of health/education
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Fig. 7.9 Uncodified knowledge of Mexican and Colombian Governors by level of public experi-
ence. Source: Design by authors

partisanship, we created a dummy variable receiving “1” if the governor and respec-
tive ministry belonged to the same party; otherwise it is “0.”

In Mexico’s case, given its three-party system, we created two dummy variables
to assess governors’ party ideology: PRI and PRD, with PAN indicating the excluded
category. The PRI category receives value of “1” if the governor belongs to the PRI;
otherwise, it is “0.” Likewise, the PRD category receives a value of “1” if the gov-
ernor belongs to the PRD; otherwise, it is “0.” These two categories will be com-
pared to the excluded category, PAN. In Colombia’s case, given its multi-party
system, it becomes difficult to classify all small parties within the left-right contin-
uum. Historically, Colombia maintained a two-party system. But in the last two
decades, dissidents from the traditional parties have created many small and new
parties, numbering 59 in the Congressional elections held in March 2006. Therefore,
we created a dummy variable for the conservative category and compared it with the
base category, in which we group liberal and leftist parties. For both countries, we
assessed margin of victory in the gubernatorial as the difference in percentage
points between the winner and the runner-up.

For both countries, we also controlled for other economic, fiscal, and sociodemo-
graphic factors. For the Colombian case, we specifically controlled for GDP per
capita, and state royalties and total state revenues, both of which are reported per
capita to make these measures comparable across units. We also controlled for the
percentage of rural population per state. Given Colombia’s long-lasting armed con-
flict, we included a proxy of violence as the number of internally displaced people
per 1000 inhabitants. These data were obtained by aggregating municipal figures
from the Panel Municipal del CEDE (2014).
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Table 7.1 Descriptive statistics for Mexican States (1995-2010)

Mean Std. Dev. Min.  Max.

Independent variables

High school enrollment 52.52 11.70 22.40 99.90

Infant mortality rate 12.70 4.55  3.00 33.18
Governors’ codified knowledge

Postgraduate degree (dummy) 0.26 044 O 1
Governors’ uncodified knowledge

Local experience (years) 2.06 256 0 11

State experience (years) 6.62 568 0 27

Federal experience (years) 9.84 9.03 0 38

Private sector experience (dummy) 0.35 048 0 1
Political factors
Partisanship

Governor-State Deputies (%) 0.44 0.10  0.05 0.81

Governor-Federal Deputies (%) 0.39 0.15  0.10 0.62

Governor-Minister of Health (dummy) 0.10 030 O 1

Governor-Minister of Education (dummy) 0.36 048 0 1
Party ideology

PAN (dummy) 0.23 042 0 1

PRD (dummy) 0.13 034 0 1

PRI (dummy) 0.64 048 0 1
Margin of electoral victory (%) 17.88 17.57  0.53 81.32
Controls

Substitute Governors 0.05 022 0 1

Homicides/capita (absolute number) 2.64 229 031 24.31

State revenues/capita (in millions) 6.58 3.85 054 20.20

Rural population (absolute number) 761,426.60 693,358.30 22.85 2,976,060

Note. Source: Design by authors

For the Mexican case, we control for four factors. First, we created a dummy
variable, receiving “1” if the governor was a substitute, rather than an elected offi-
cial. Given the Mexican experience with violence derived from drug wars, we con-
trol for the rate of homicides per capita. We obtained these data from INEGI. Finally,
we control for state income per capita and percentage of rural population, data we
also obtained from INEGI. In Tables 7.1 and 7.2, we provide descriptive statistics
for Mexico and Colombia, respectively.

Results

We used a two-way fixed effects model to elicit the effect of our independent vari-
ables on secondary education provision and infant mortality rate (IMR). This
method allows us to control for inherent, unobservable differences among the states/
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Table 7.2 Descriptive statistics for Colombian departments (2004—2013)

Variable Mean Std. Dev. Min Max
Dependent variables
High school enrollment (%) 64.83 14.50 27.66 91.82
Infant mortality rate 16.90 7.40 6.91 47.29
Governors’ codified knowledge
Postgraduate degree (=1) 0.61 0.49 0.00 1.00
Governors’ uncodified knowledge
Local experience (years) 3.24 4.06 0.00 20.00
State experience (years) 3.50 4.83 0.00 25.00
National experience (years) 3.11 5.06 0.00 24.00
Private experience (years) 2.75 6.92 0.00 40.00
Political factors
Partisanship
Governor-State Deputies (%) 24.12 17.33 0.00 87.50
Governor-National Representatives (%) 7.49 6.65 2.00 36.00
Minister of Education (=1) 0.03 0.16 0.00 1.00
Minister of Health (=1) 0.03 0.17 0.00 1.00
Ideology
Conservative Governor (=1) 0.14 0.35 0.00 1.00
Margin of victory (%) 15.41 15.84 0.05 81.09
Controls
Displaced people (per 1000) 8.76 8.28 0.31 51.18
Revenue/capita (millions of COP) 0.72 0.55 0.19 3.09
GDP/capita (millions of COP) 7.16 4.33 2.24 25.18
Rural population density (per sq. km) 31.26 79.41 0.33 480.39

Note. Source: Design by authors

departments, as well as for general shocks over time. The standard errors are robust
and clustered at the state/department level. The Variance Inflation Factor (VIF) sug-
gests that multi-collinearity is not an issue.

In Table 7.3, we report estimations for our two measures of performance in the
32 Mexican states from 1995-2010. Observations number 512 in each model. In
explaining high school enrollment (model 1), postgraduate degree (codified knowl-
edge) does not reach statistical significance. From our measures of uncodified
knowledge, only private sector experience is statistically significant at the 0.10 level
and in the expected direction. States whose governors come to office with previous
private sector experience tend to exhibit 1.47 percentage points less in high school
enrollment than states whose governors do not have that experience. In model 1,
none of our measures of partisan alignment reaches statistical significance. Of our
control variables, homicides and state income per capita are statistically significant
at the 0.10 and 0.05 level, respectively.

Model 2 of Table 7.3 shows results for our health outcome. According to these
results, the governor’s codified knowledge does not explain IMR. Governors’ previ-
ous experiences in local, state, and federal government achieve statistically
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Table 7.3 Explaining state performance in Mexican States (1995-2010)

(1). School Enrollment (2) IMR
Governors’ codified knowledge’
Postgraduate degree (dummy) —0.800 —0.016
(0.532) (0.040)
Governors’ uncodified knowledge’
Local experience (years) 0.076 —0.011*
(0.155) (0.006)
State experience (years) 0.074 —0.010%*
(0.055) (0.003)
Federal experience (years) —0.045 0.006%**
(0.039) (0.003)
Private sector experience (dummy) —1.470% 0.110%*
(0.735) (0.037)
Political factors: Partisanship
Governor-State Deputies (%) —-0.477 0.196
(2.844) (0.148)
Governor-Federal Deputies (%) 2.744 -0.260*
(2.395) (0.142)
Governor-Minister of Health (dummy) —0.098*
(0.050)
Governor-Minister of Education (dummy) —0.871
(0.755)
Party ideology
PRD -0.620 0.134%*
(1.572) (0.076)
PRI —0.809 0.149%%*
(1.049) (0.043)
Margin of electoral victory -0.014 0.002
(0.023) (0.002)
Controls
Substitute Governor 1.095 0.033
(1.052) (0.062)
Homicides/capita (Ig) —1.658%* 0.095%%*
(0.837) (0.033)
State revenues/capita —0.967%%* 0.015
(0.299) (0.010)
Rural population (1g) —0.068 0.015%
(0.124) (0.008)
State and year fixed effects Yes Yes
Constant 45.330™" 11277
(3.239) (0.186)
N 512 512

Note. Source: Design by authors
*p<.10; #¥p< .05; ***p<.001
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significant effects on IMR at the 0.10 and 0.05 levels, respectively. Holding all else
constant, experience at the local and state government decreases IMR. One addi-
tional year of experience at the local level decreases IMR by 0.011, and one addi-
tional year of experience at the state level decreases IMR by 0.010. In contrast, one
additional year of experience at the federal level increases IMR by 0.006. Likewise,
private sector experience is associated with worse health outcomes. Specifically,
states whose governors took office with private sector experience have an IMR
higher by 0.11 IMR on average than states whose governors arrived without private
sector experience. Governors’ partisanship with federal deputies exhibits statistical
significance at the 0.10 level. A 1% increase of federal deputies aligned with gover-
nors’ party decreases IMR in 0.26. Similarly, partisan alignment with the minister
of health at the federal level decreases IMR in 0.098 and this coefficient is statisti-
cally significant at the 0.10 level. Another political factor that affects our health
outcome is political ideology. Compared to PAN (conservative) governors, states
with governors representing PRD (left) and PRI (center) ideologies have on average
higher levels of IMR. Of our controls, homicides per capita and rural populations
are both associated with higher levels of IMR, as their coefficients are positive and
statistically significant at the 0.05 and 0.10 levels, respectively.

In addition, Table 7.4 reports estimations for our two measures of performance
in the 32 Colombian departments during 2004-2013. Observations number 273 in
each model. In explaining high school enrollment (model 1), neither governors’
codified nor uncodified knowledge (postgraduate) reach statistical significance.
Moreover, none of the political factors serves to explain variation in high school
enrollment. Two control factors, GDP/capita and rural population, do reach statisti-
cal significance with the expected direction. Specifically, states with higher GDP/
capita and lower rural population exhibit higher enrollment in high school, holding
everything else constant.

In explaining the IMR health outcome for Colombian departments, according to
Table 7.4, model 2, governors’ codified knowledge fails to reach statistical signifi-
cance. From our measures of uncodified knowledge, only experience at the state
level is statistically significant at the 0.10 level and in the expected direction. That
is, states whose governors come to office with previous state-level experience tend
to exhibit 0.07 percentage points more in high school enrollment than states whose
governors come to office without state experience. None of the political factors
explains variation in high school enrollment in Colombian departments. Finally,
none of our control measures reaches statistical significance. Of our control vari-
ables, homicides and state income per capita are statistically significant at the 0.10
and 0.05 level, respectively.
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Table 7.4 Explaining subnational performance in Colombian Departments (2004-2013)

(1) High School Enrollment (2) IMR
Governors’ codified knowledge
Postgraduate degree (=1) 0.745 0.0466
(0.757) (0.486)
Governors’ uncodified knowledge
Local experience (years) —0.00973 —0.0218
(0.0962) (0.0799)
State experience (years) 0.121 0.0757"
(0.0768) (0.0411)
National experience (years) —0.0222 0.0109
(0.0640) (0.0318)
Private experience (years) 0.0121 0.0553
(0.0394) (0.0444)
Political factors — Partisanship
Governor-State Deputies (%) —0.0247 —0.0267
(0.0291) (0.0246)
Governor-Nat. Representativas 0.0444 —0.00637
(0.290) (0.118)
Minister of Education (=1) —1.557
(2.466)
Minister of Health (=1) —0.601
(1.236)
Political factors — Ideology
Conservative Governor (=1) 1.469 0.203
(1.470) (0.654)
Electoral competitiveness
Margin of victory (%) 0.000896 0.0312
(0.0281) (0.0261)
Controls
Displaced people (Ig) 0.397 —-0.198
(0.388) (0.826)
Revenue/capita (millions COP) 1.404 —2.447
(1.269) (2.607)
GDP/capita (millions COP) 0.570™ 0.140
(0.248) (0.198)
Rural population (1g) —24.03" —2.333
(12.03) (12.03)
State and year fixed effects Yes Yes
Constant 101.2™ 24.33
(27.24) (25.71)
N 273 273

Note. Source: Design by authors
#p<.1; #¥p<.05; ##¥p<.001
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Discussions and Conclusions

This chapter seeks to explain governance performance at the subnational level in
terms of educational output (high school enrollment) and a health outcome (IMR).
In doing so, we suggest states CEOs’ codified and uncodified knowledge contribute
to state/province performance. We test the explanatory power of governors’ knowl-
edge against political factors, such as partisanship, electoral competitiveness, and
government ideology, while controlling for other state-level factors. The suggested
explanations tested are two data sets derived from the 32 Mexican states and the 32
Colombian departments.

Results are inconsistent across both countries and the two indicators of state/
department performance. For instance, although few factors seem to explain high
school enrollment across both countries, some differences are still worth mention-
ing. In the Mexican case, governors’ prior experience in the private sector is nega-
tively correlated to high school enrollment. On the other hand, in the Colombian
case, neither governors’ education nor their experience type is statistically corre-
lated to high school enrollment. The lack of statistical significance suggests other
factors, not taken into account in this study, may explain state/department variation
in high school enrollment.

In explaining the IMR health outcome, results show large inconsistencies across
both countries. Specifically, although IMR is positively correlated with governors’
federal and private-sector experience in the Mexican case, none of these drivers is
statistically correlated with IMR in the Colombian case. Likewise, although gover-
nors’ local and state experience seems to be negatively correlated with high school
enrollment in the Mexican case, governors’ state experience is positively correlated
with IMR in the Colombian case. This inconsistency in results calls for caution
when interpreting results. Although the operationalization of variables is consistent
across both countries, intra-country variation in terms of aggregation of data and
other standard mechanisms may still be an issue.

The results seem to provide more support for the role of political factors in
explaining state/department performance, but only for the Mexican case. Hence,
scholars have emphasized the power of partisanship, especially in settings where the
distribution of resources is contingent on political ties. Our results suggest that
political factors play no role in explaining high school enrollment or IMR in the
Colombian case. However, in the Mexican case, as expected, governors’ partisan-
ship with federal deputies and with the minister of health tends to reduce
IMR. Moreover, party government also serves to explain state performance, but
only in the Mexican case. States whose governors are ideologically affiliated with
the PRD and PRI tend to report higher IMR, compared to governors affiliated to the
PAN, considered a right-wing party. In the Colombian case, conservative governors
do not perform statistically differently from governors affiliated to other parties in
terms of education or health. Given the lack of party discipline and the multi-party
system, party ideology in Colombia does not seem to be a good predictor of gover-
nance performance.
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Our study has limitations. First, more indicators of performance are needed to
fully assess the role of governors’ knowledge on performance. Implementation of
different policies/programs require different skills, knowledge, and experience.
Therefore, future studies should assess state performance in other policy areas.
Secondly, our study disregards the role of organization capacity, in terms of human
resources, on state/department performance. Data unavailability impedes us from
testing the explanatory power of organizational capacity. Finally, our study is lim-
ited to two countries. Although our study is one of the first comparative studies in
governance performance, future research should replicate this study across other
countries in the region.

The two-country study presented here conveys three broad lessons. First, what
drives performance in one country may not hold the same explanatory power in
another country. Hence, what serves to explain performance in Mexican states dif-
fers from the reasons boosting performance in Colombian departments. This finding
highlights the importance of refraining from extrapolating conclusions to different
contexts. Second, what boosts performance in one policy area may not do so in
another policy area. Although governors’ uncodified knowledge (experience) does
explain health performance in Mexican states, leaders’ uncodified knowledge fails
to improve educational outputs. Third, although political factors (e.g., partisanship
and party ideology) help explain performance in Mexican states, demographic and
socioeconomic factors (GDP and rural population) do so in the Colombian
departments.

In sum, with this study we provide one of the few comparative tests of the role of
chief executives’ knowledge on governance in an understudied region. We are cau-
tious about generalizing results based on our findings. What works in a country in a
particular policy area may not work in another country in the same policy area.
Indeed, additional research should explore the contingences to governors’ traits-
performance relationship. Although governors are the decision-makers at the subna-
tional level, implementation of their decisions is outside of their control, for it takes
place outside of their realm. In such case, characteristics of administrative personnel
and street-level bureaucrats may moderate the performance-governors’ codified and
uncodified knowledge relationship. In addition, given the considerable differences
between Colombian and Mexican governors’ education attainments and experi-
ences, future studies should explore whether party system, electoral rules, and/or
campaign rules contribute to explain the type of politicians’ traits in a particular
country. The above research is needed to gain a better understanding of the work-
ings of subnational governments, for they are important actors in service delivery in
regions where performance improvement is desperately needed.
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Chapter 8

The (De-)Contextualization

of Geographical Knowledge in Forest Fire
Risk Management in Chile as a Challenge
for Governance

Michael Handke

With their annual reports, large and integrated forestry companies and insurance
companies in Chile signal specific knowledge and a sophisticated language on the
value of risk to the financial markets (Kalthoff, 2005). In the course of this, they
have developed their own way of risk communication, which decouples risk from its
geographical context. This is remarkable in that forestry activities are initially
deeply rooted into physical space and socially embedded in regional communities.

In January 2017, Chile experienced the worst forestry calamity in recent history.
More than 120 simultaneous wildfires in the O’Higgins, Maule, and Biobio regions
affected nearly 467,000 hectares of native forest and tree plantations (CONAF,
2017). While the real ecological and economic damage caused by the fires was sig-
nificant and had far-reaching social consequences for many people, the associated
financial losses on the timber markets proved to be manageable. Economic players
spread it among themselves on several shoulders. Empresas CMPC S.A., for exam-
ple, a multinational holding company of Chilean origin, a paper manufacturer, and
also the country’s second largest forestry company, announced that the plantation
property affected by the fires reached approximately 19,000 hectares, equivalent to
US$73 million of economic damage. However, CMPC also assured that the timber
supply for plant operations remained unaffected and that the financial stability of
the company was not at risk (CMPC, 2018). In retrospect, insurance companies
with whom CMPC had signed insurance policies compensated up to US$17 million
of the damage. The Chilean insurance sector reported similar outcomes. HDI
Seguros S. A., for example, the fourth-largest insurance company in Chile and an
innovator in forest fire insurance policies, recorded losses due to the catastrophe
amounting to US$20.2 million, of which 17.2 million (or 85%) were still covered
by reinsurance contracts (HDI, 2018). Statements like these make clear that from an
economic point of view it is possible to decouple the physical dimension of the risk
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(i.e., the occurrence of forest fire events in space) from its economic (i.e., the losses
of forested areas) and financial dimension (i.e., profit warnings).

The risk management of the Chilean forest companies combines hierarchical
orders with abstract market mechanisms: On the one hand, forestry companies reduce
the probability of wildfire occurrence and the magnitude of losses with modern stan-
dards of tree-plantation management that include, among other things, the mainte-
nance of watchtowers and the employment of fire brigades. With their sophisticated
forest logistics, they are able to extract timber resources even from burnt trees.
Hierarchical orders are executed in space trough corporate routines (see also Perrow,
1986, 1972; or Becker & Knudsen, 2005). On the other hand, they apply a market
solution of risk management as they purchase insurance policies and other services
from the financial markets that allow them to individual hedge the risk of economic
losses (Chichilnisky & Heal, 1998). Insurance transforms risk into a commercial
good. The insured pays an insurance premium to compensate the insurer for assuming
the risk. In other words: The insured gives up part of his profits and turns incalculable
uncertainties into calculable stability (Dean, Doyle, & Ericson, 2003; Freeman &
Kunreuther, 1997). Insurance markets as an instrument of risk management to reduce
the economic vulnerability of social actors have gained importance in Chile in recent
years (Cifuentes, Desormeaux, & Gonzélez, 2002; Loewe, Corti, Ruiz, & Lobo, 2017).!

The strategies and practices of dealing with forest fire risks in Chile are a proper
object of conceptual and empirical research (Ubeda & Sarricolea, 2016)—espe-
cially from an economic geographical perspective. When aggregated figures that
primarily contain economic indicators express the magnitudes of risks decoupled
from their geographical context, it is no longer easy to understand how wildfires
occurred in first place and what additional socio-economic consequences they might
have for the people living in forestry regions. Quantification is useful for the eco-
nomic control of risks, but it restricts knowledge about risk (Beck, 1992; Luhmann,
1991/1993; Viscusi & Magat, 1987). A society that relies mainly on economic risk
management practices consequently loses its ability to respond appropriately to
changing causes and consequences of risk (Rosa, Renn, & McCright, 2014).

The devastating forest fires in Chile in early 2017 have certainly increased the
society’s overall sensitivity to this kind of risk scenario. They uncovered the vulner-
ability of various stakeholders in society and their powerlessness in making real
decisions about risks. While the risk management of forestry and insurance compa-
nies mainly takes place behind closed doors, whereby annual balance sheets signal
that forest fires are economically controllable, other affected stakeholders are strug-
gling to deal with the consequences. This not only raises the question of how a
society should deal with risk in appropriate ways; simultaneously, there is a growing
interest in opening the black box of the companies’ internal risk management
systems to screen them for unintended negative external effects (Bottaro, Roco,
Pettenella, Micheletti, & Vanhulst, 2018; van Dam, 2006).

!'As Chile is frequently hit by natural disasters, the country’s insurance industry is required by law
to make use of reinsurance. This regulation aims at both stimulating the national insurance market
and making it more predictable and financially stable.
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The extent to which markets and hierarchical types of risk management (and the
corresponding risk knowledge) are suitable for improving forest fire risk prevention
in the Chilean society as a whole or, generally speaking, for increasing society’s
resilience to risk, which is the concern of the broader concept of risk governance,
remains an open question that motivates the following analysis. How can actors
utilize hierarchical and market approaches to risk management jointly in the process
of risk governance?

Risk management and risk governance are not the same. The differences lie not
only in the perspective of the involved actors (individual versus collective risk han-
dling) or in the time horizon underlying the risk practices (short-term versus long-
term orientation), but above all in the production and usage of sophisticated risk
knowledge: Risks arise in knowledge, and therefore in knowledge they can be
reduced, enlarged or simply eliminated from consciousness (Beck, 1992). A per-
spective of risk knowledge, therefore, not only promises to clarify the differences
between management and governance but also the interrelations between different
risk management practices.

By revealing the strengths and weaknesses in the interaction between hierarchi-
cal and market forms of forest fire risk management in Chile and focusing on the
epistemological challenges related to the geographical (de-)contextualization of
risks, in this paper I contribute to a better understanding of the societal benefits and
challenges of explicitly regional risk governance approaches. Those approaches,
however, have yet to be put in practice in Chile.

I proceed in four parts. Following this introduction, I use the first section to
explain and justify the relevance of the research problem concerning the challenges
of different knowledge perspectives in dealing with risks. I make an explicit distinc-
tion between risk management and a risk governance perspective. In the second
section, I analyze the different characteristics of forest fires in Chile. Applying the
risk governance approach of Rosa et al. (2014, see also Chap. 5 by Renn), I argue
that the relationships between wildfires’ causes and effects are epistemologically
complex, ambiguous, and uncertain. I make it clear that a deliberate spatiotemporal
view is needed to understand these relationships and to be able to react to evolving
risk situations. In the third section, I then contrast these findings with an analysis of
the management practice of forestry and insurance companies in dealing with wild-
fire risks in Chile. Drawing on semi-structured interviews with forest owners and
executives of insurance companies conducted between 2014 and 2019, I examine
how hierarchical and market-based forms of risk management complement each
other and, in parallel, limit the use of risk knowledge. It becomes clear that where
specific knowledge is lacking or too expensive to produce, actors adopt risk avoid-
ance strategies rather than investing in collective learning processes. In the fourth
section I interpret these risk management practices as a decontextualization of risk
and risk knowledge that stands in the way of a more collective and regional approach
of forest fire risk governance. The paper concludes with a call for a broader and
explicitly geographical perspective of wildfire risk governance in Chile.
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The Challenges of Governing Economic Uncertainties

Researchers use the notion of risk to describe the contrast between reality and possi-
bility (Hacking, 1990) and refer to a future that is visible only through the eyes of the
present. People who take risks know that their decisions are accompanied by several
possible consequences, but only when the risk actually turns into losses are they aware
of its true characteristics and consequences. In the meantime, actors use discursive
risk knowledge to shape (and strategically manipulate) the ideas and perceptions of
risk that circulate in society (Gonzalez-Hidalgo & Zografos, 2017; Martin, Martin, &
Kent, 2009). Risks are real phenomena that are simultaneously socially constructed
and discursively amplified. Actors must therefore grasp, assess, and manage the use of
sophisticated and interdisciplinary knowledge (Rosa et al., 2014), which also places
high demands on knowledge for governance (Gliickler, Rehner, & Handke, 2019).

From an economic point of view, the future’s unpredictability is nothing to be
intimidated by. Risks are part of entrepreneurial ventures and promise above-
average returns. Whoever succeeds in controlling risks better than others will be
prosperous in the market (Clark, 2018; Knight, 1921). With this line of argument, it
is easy to ignore that individual decisions about risk in the economy most often
coincide with external effects for other social stakeholder. Forest fire risks are no
exception. Certain tree-plantation management practices, for example, which are
associated with varying degrees of accident probability, can trigger forest fire
events, which, under certain climatic conditions, can quickly spread from their loca-
tion of origin to neighboring areas and even endanger human settlements as they
burn through the landscape (Bottaro et al., 2018). Many may suffer losses, even if
they did not originally take any decisions on risk. While risk managers can easily
justify economic losses due to risk in retrospect—by simply referring to the limited
knowledge of risk that was available at the time of the decision and assure the best
possible precautionary handling of it (Luhmann, 1991/1993)—other social stake-
holders have greater difficulties in explaining and enforcing their positions. Social
responsibilities in risk taking often remain unclarified.

Incomplete knowledge about risks, unintended side effects, and other “unknown
unknowns” (Beck, 2006, p. 335), which can be summarized under the term systemic
risk, are fundamental challenges for risk governance (Rosa et al., 2014). Ultimately,
the way knowledge of risk is communicated determines the success or failure of
management and governance practices. Yet, what exactly are the differences
between them?

In general, risk management aims at objectively defining probable outcomes of
decision making in order to reduce uncertainty to a list of probable events (follow-
ing Beckert, 2016). More specifically, organizational risk management guides and
legitimizes decision-making processes at the management level of a corporation and
helps coordinating the available resources in pursuit of strategic objectives
(Lundqvist, 2015; Soin & Collier, 2013). Risk from the point of view of an enter-
prise is technically regarded as a cost factor, where the probabilities of harmful
events’ occurrences are offset against the value of expected losses (Knight, 1921).
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Risk managers calculate risks by making use of historic and quantifiable data.
Nowadays, sophisticated risk models allow risk management to be based on indi-
vidual decisions made by experts who aim at maximizing profit or—to put it differ-
ently—reducing the company’s vulnerability. Risk management is short- to
medium-term in nature depending on the forecasting capability of the available
risk models.

The perspective of risk governance broadens the scope of the actors involved in
risk management and their relations towards each other. From a societal perspec-
tive, governance in general terms serves to coordinate the collective actions of
legally independent stakeholders toward the achievement of consensual goals. It
extends beyond the scope of a single authority and requires negotiation between
vested interests (Gliickler et al., 2019). Risk governance, in particular, covers pro-
cesses that lead to collectively binding decisions and the establishment of legiti-
mized risk-management standards and practices that help to regulate, reduce, or
control collective problems of risk (Crouch & Keune, 2012; Renn, 2008; van Asselt
& Renn, 2011). In this sense, researchers of risk governance analyze the institu-
tional structures, power constellations between various stakeholders, and political
processes in society. Governance is a collective learning process with a long-term
time horizon. It focuses on context-specific collective solutions aimed at increasing
the resilience of societal stakeholders (Young, 2010).

The challenges of risk governance are clearly associated with the complexity,
ambiguity, and/or uncertainty of knowledge about risk (Rosa et al., 2014). Only
rarely can actors comprehensively describe and calculate risk via linear correla-
tions. Complexity, ambiguity, and uncertainty are attributes of risks that—if empiri-
cally distinguishable—imply different governance mechanisms. Therefore, risk
governance uncovers and negotiates dissimilar risk interpretations and creates new
knowledge to deal with inconclusive and unknown risk correlations.

How can risk management and risk governance practices beneficially comple-
ment each other in the context of forest fire risk? Perhaps they stand in each other’s
way because of their incommensurable handling of knowledge about risk? In the
following I draw attention to these unanswered questions and apply them to the
empirical case of Chile‘s risk-laden forestry sector.

Methodology

In order to address the aforementioned questions, I process the findings from several
empirical studies on risk in the Chilean forestry and timber industry. These studies
were conducted between 2014 and 2018 as part of different seminar courses in the
M.Sc. Governance of Risk and Resources Master’s program at the Heidelberg
Center for Latin America. The courses contrasted theoretical insights into risk gov-
ernance with the practical efforts of economic actors in dealing with real risk phe-
nomena. From the outset, the empirical investigations aimed at recording the
context-related risk perceptions of different actors exposed to wildfires and
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analyzing their influence on joint efforts in dealing with them regionally.
Interestingly, the many surveyed actors rarely perceived forest fires in Chile as a
collective risk. Individual efforts to minimize economic losses predominate.

Since wildfires cannot be assessed by deterministic or probabilistic hypotheses
alone, a triangulation of different methods of qualitative social research proved to be
appropriate for the collection of the empirical data (Flick, 2018): (i) First and fore-
most, I based this contribution on an extensive evaluation of scientific literature on
forest fire risks in Chile. In this way, I was able on the one hand to shed light on the
fundamental interdisciplinary complexity of the relationships between causes and
effects in wildfires. On the other hand, I could get familiar with the way in which
scientific knowledge on wildfires is reduced and generalized in contemporary risk
models. (ii) I supplemented the literature review with a content analysis of discur-
sive arguments on the causes and effects of forest fires, as they are discussed in
Chilean trade journals such as Lignum, Revista Mundo Forestal, and Revista CIFOR,
or in the general press.? I included more than 250 newspaper articles and reports on
forest fires in Chile that occurred between 2008 and 2018 in my analysis. This not
only provided additional insights into the region-specific particularities of forest fire
risks, but also confirmed the wide spread of strongly generalized explanations of the
phenomenon of forest fires. Both indicate the discursive use of knowledge on risk
(van Dijk, 2014). (iii) Thirdly, I have included an analysis the official Chilean forest
fire statistics (CONAF, 2018) as well as an evaluation of the annual reports of the
large Chilean forestry companies in the present study to highlight the regional diver-
sity and temporal variability of risk. The statistics clearly reveal the quantitative
extent of individual catastrophic wildfire events, which vary greatly from year to
year and from region to region. They also differentiate between different affected
parties (owners of natural forests versus owners of plantation forest of different
size). (iv) Finally, I based this contribution on 25 expert interviews with risk manag-
ers from insurance companies in Santiago de Chile and economic actors at risk in
the Chilean forest regions (primarily in the Maule and Biobio regions). I conducted
the interviews as open, guideline-based interviews.

Precisely because different economic actors perceive forest fire risk differently—
depending on their contextual experiences—and evaluate and communicate it dif-
ferently—depending on the use of risk-calculating methods—it is necessary to
survey these risk experts and their interactions with each other as an additional
object of investigation. Contextually differentiated risk knowledge influences the
risk behavior of these actors in many ways (Miiller-Mahn, Everts, & Stephan, 2018).
Ultimately, it determines the possibilities to develop a collective view on risk as the
result of governance efforts.

>These include national newspapers such as www.elmercurio.com; www.latercera.com; www.
elmostrador.cl; www.cnnchile.com, but also regional media such as www.diarioelcentro.cl; www.
redmaule.com; www.diarioconcepcion.cl; www.biobiochile.cl. Only online articles from these
newspapers were analyzed. Critical online news portals such as www.terram.cl; www.mapuex-
press.org; www.laizquierdadiario.cl were also included in the research.


http://www.elmercurio.com
http://www.latercera.com
http://www.elmostrador.cl
http://www.elmostrador.cl
http://www.cnnchile.com
http://www.diarioelcentro.cl
http://www.redmaule.com
http://www.redmaule.com
http://www.diarioconcepcion.cl
http://www.biobiochile.cl
http://www.terram.cl
http://www.mapuexpress.org
http://www.mapuexpress.org
http://www.laizquierdadiario.cl
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Qualitative research does not end with a comparison of the collected data with
the aim of explaining similarities between the units of research. Rather, it uncovers
phenomena and associated variants for which case-specific explanations have to be
developed (Crang, 2002). With my qualitative research approach, I was able to
uncover contradictions and decode the relationship between realities and interpreta-
tions of risk (see also Eisenhardt, 1989). Contradictions in knowledge and practices
are manifold when it comes to forest fire risks in Chile.

Complexity, Ambiguity, Uncertainty? Forest Fire Risks
in Chile

Wildfires are typical for Mediterranean climate zones that are characterized by mild
and rainy springs that are followed by dry summers. They are also a natural phe-
nomenon in several regions in south-central Chile (McWethy et al., 2018). Wildfires
are eminently spatial: They have an unmistakably definable place of origin from
which they extend by geophysical laws to nearby spaces. However, nowadays they
are mainly man-made phenomena. In many cases, they are caused by carelessness,
accidents, or even arbitrary arson (O'Flanagan, 1997). In this sense, wildfires repre-
sent negative externalities of the expansion of human activities.

In Fig. 8.1, I provide an overview of the frequency of wildfire events in Chile
since the 1990s. On average, almost 6,000 forest fires occur in the course of a year
and around ten hectares of forested land are lost per event. Two thirds of the affected
areas are natural landscapes such as natural forests, shrubs, and grasslands. However,
plantation forests are also affected, and this trend is rising (Julio, 2014). Most
recently, a drought phase that lasted several years led to the biggest forest fires in
Chilean history (Gonzalez, Gémez-Gonzailez, Lara, Garreaud, & Diaz-Hormazabal,
2018). The overall dimension of destructiveness of the latest “firestorm” (Gobierno
de Chile, 2017) in terms of burned areas stands out in Fig. 8.1.

To some extent, researchers can assess the risk of wildfires with linear correla-
tions that refer to physical-geographical conditions (Castillo, Molina-
Martinez, Rodriguez y Silva, & Julio, 2013). In the jargon of forestry authorities,
who monitor the wildfire risk, one speaks for example of the rule of 30-30-30. The
rule says that temperatures above 30 °C, gusts of wind of the order of 30 km/h or
more, and a relative humidity of less than 30% raises the risk of wildfires signifi-
cantly. It is undisputed that under extreme weather conditions wildfires are hard to
control and can quickly expand into neighboring spaces. On the basis of these find-
ings, authorities then may publish timely risk warnings to raise public awareness of
the potential hazard. Topography has another direct effect on the speed at which
forest fires spread. The steeper the slope, the greater the flames’ inclination, which
increases heat development on the ground and allows biomass to burn faster and
more intensively. This knowledge is of practical importance in firefighting
(VElez, 2009).
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Fig. 8.1 The evolution of forest fire events and damage in Chile from 1994-2017. Source: Design
by author. Data: Own calculations based on CONAF (2018)

However, natural factors alone cannot fully explain the extent of forest fires in
Chile (Gémez-Gonzilez et al., 2019). They may explain the size and spread of the
flames and therefore the damage dimension of the risk. The occurrence and causes
of fires, however, usually have an anthropogenic background. Risk analyses, for
example, reveal the highest probabilities of forest fires occurring near settlements
and along road networks (Martinez, Martinez, & Martin, 2004). There, man is reck-
less in treating nature. Land use forms and the compositions of tree species in
Chile’s economically exploited forests plantations influence on the dimension of
forest fire risk as well. This relationship, however, is anything but conclusively clar-
ified (see, e.g., the controversial debate published in Mundo Forestal by Goméz-
Gonzidlez & Esposito, 2017). To be able to capture the phenomena of forest fires in
Chile, researchers must consider both physical geographical and anthropogenic
contextual factors jointly. Interdisciplinary research is indispensable, which, how-
ever, leads to challenges of complexity, ambiguity, and uncertainty of knowledge
about risk (Rosa et al., 2014).

Itis very common in the risk management literature to describe risks as complex,
ambiguous, and uncertain in order to differentiate them epistemologically (Brugnach
& Ingram, 2012; Cabantous, 2007; Ericson & Doyle, 2004; Ilin & Varga, 2015;
Johansen & Rausand, 2015; Knight, 1921; Miiller-Mahn et al., 2018; Perrow, 1986,
1972). In short, the three characteristics of risk can be distinguished as follows (see
also Rosa et al., 2014): Complexity characterizes a condition where it is difficult to
identify and quantify exactly the potential causal relationships between aspects of
risk and possible adverse effects of decision making on risk. Ambiguity corresponds
to the phenomenon that various actors know risk differently, resulting in a
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variability of legitimate risk interpretations with respect to observations and evalu-
ations of identical data. Uncertainty refers to unknown knowledge about certain
causal relationships. That includes not knowing what one does not know.

One way of dealing with these challenges is through regulation. Standards and
norms help actors reduce complexity, clarify ambiguities, and improve the reliabil-
ity of mutual expectations (North, 1990). In Chile, for example, in 2015 the National
Institute for Standardization published the norm NCh3380 that aimed at uniformly
measuring wildfire risks (INN, 2015). The norm establishes a terminology and clas-
sification of risks of forest fires in plantations, for which it defines and delimits
spatially different levels of risks, based on the evaluation of probabilities of occur-
rence and the different impacts caused by wildfires. The norm consolidates interdis-
ciplinary knowledge and is considered “[...] applicable to any existing forest
plantation in the country, regardless of the species it contains, size, location, among
others” (INN, 2015, p. 2). This, however, raises a new challenge. Although the norm
covers geographically correlated aspects of risk and makes them comparable, it
misleads one to believe that the resulting risk models can be applied uniformly, that
is independently of time and space. Such an approach in particular would mask and
decontextualize the uncertain and ambiguous circumstances of the risk. Standardized
models always entail the challenge of being able to capture evolving or systemic
risks (MacKenzie, 2011). Well, what exactly leads to complexity, ambiguity and
uncertainty in relation to forest fire risks in Chile and how to deal with it?

Complexity: Multidirectional Correlations Between Physical
and Anthropogenic Factors

It is an obvious choice to start with the Chilean forestry sector with its specific ways
of organizing economic activities in space (Clapp, 1995; Gatica, 2012) to illustrate
how complex links between anthropogenic and natural factors of wildfire risks are
created. Forestry companies, in first place, decide the composition of tree species in
their forest plantations. They prefer exotic species such as eucalyptus or pine, as
these are adapted to dry climatic conditions, grow rapidly, and are therefore eco-
nomically very profitable.> However, as both species have a higher water consump-
tion than native trees, they can intensify droughts on a microgeographical scale and
fuel the effects of fires (Little, Lara, McPhee, & Urrutia, 2009). At the same time,
however, industrial measures of plantation management significantly reduce the
magnitude of forest fire risk. In their quest for higher yields, forestry companies
remove “interfering biomass” from forest plantations and thus control an important
fire accelerator. By investing in watchtowers that they strategically place within
their territories, they create and maintain an interconnected monitoring system that

3Currently, pines account for 58% of all plantation area in Chile, while eucalyptus represent 36%
(CONAF, 2018).
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allows for wildfires being detected in time (Tapia & Castillo, 2014). The companies’
own fire brigades can quickly reach out to a fire’s source through laid forest paths.
If the probability of the occurrence of fires remains constant, plantation manage-
ment measures reduce the damage dimension of risk—although this relationship is
not linear. Many risk-increasing and risk-reducing factors cannot be measured
simultaneously in an accurate way. This is how complexity is created, and—by the
way—a methodological problem for many forecasting risk models (Castillo et al.,
2013). Normative assumptions on the weightings of individual factors must be cho-
sen for these models to work.

Table 8.1 summarizes regional forestry activities in Chile and illustrates the com-
plexity of the relationships between physical and anthropogenic factors of wildfire
risks. In Chile, the probability of forest fire occurrence should actually decrease in
the direction of the southern forest regions, as these are characterized by climatic
conditions with lower average temperatures over the course of the year and gener-
ally record higher precipitation (Altamirano, Salas, Yaitul, Smith-Ramirez, & Avila,
2013). A glance at Table 8.1, however, reveals that forest fires in the south occur
more frequently in absolute terms and measured in terms of available forest areas
than in the northern forestry regions. It is also a fact that in the regions of Bio Bio
and Araucania, forest fires occur much more frequently in plantation forests than in
natural forests. Simultaneously, however, plantation fires are significantly less
destructive than fires that affect native forest.

The search for explanations of these findings leads to the question of who invests
in firefighting in the first place and who decides which sources of fire are extin-
guished first when several fires occur simultaneously. Since firefighting in Chile is
largely subject to a market in which private companies offer their services—and in
which the economic value of the timber resources often determines the availability
of fire brigades—it is understandable that wildfires in Chile provoke critical inter-
pretations of the country’s neoliberal forestry model (Barton & Roman, 2012; Reyes

Table 8.1 Forestry activities and forest fires in Chile

O’Higgins  Maule Bio Bio Araucania
(VD (VII) (VIID) IX)
Forested areas 2014 [hectares] 586,615 833,227 1,695,082 1,447,635
Forest plantations 2014 [hectares] 127,306 448,513 926,530 483,482
Annual fire events (annual average 222 437 2,499 1,006
2003-2016) [absolute number]
Forest fires per 1000 hectares 0.38 0.52 1.47 0.69
[%] of events affecting plantations 14 15.5 59.1 56.0
Annual damage (all forests) (annual 7,927 7,001 13,487 5,996
average 2003-2016) [hectares]
Damage to native forests [hectares by 35.1 17.7 11.1 9.3
fire]
Damage to plantations [hectares by fire] 38.6 17.4 1.9 33

Note. Personal elaboration with statistical data from CONAF (2018)
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& Nelson, 2014). In relation to these interpretations, the ambiguous characteristics
of risk come into play.

Ambiguity: The Coexistence of Several Equally Logical
Explanations for Forest Fires in Chile

“Risks only gain influence in the social world to the extent that they are communi-
cated” (Renn, 2008, p. 57). Therefore, it is through discursive knowledge (van Dijk,
2014) that risks are socially constructed. Those who have experienced flames that
directly affected their livelihoods describe and explain wildfire risks differently than
those who only look at them from a distance. Geographical knowledge of complex
risk relationships gives profound explanatory substance to these discourses.
However, with geographically founded, context-dependent explanations actors can
quickly confront the distanced with supposed ambiguity.

In Chile, many different discursive explanations circulate about the origins and
the hazardous effectiveness of forest fires. They certainly feed on the heterogeneity
of the society’s risk knowledge. The ambiguity of risk discourses, on the one hand,
reflects the perceived threats by different social actors (Mermoz, Kitzberger, &
Veblen, 2005), and on the other hand, is due to linguistic difficulties in articulating
risk. Those who have experienced risk at first hand, often describe their experiences
in an opportunistic way, for example, to maximize the influence on distanced politi-
cal decision makers who they want to win over to their cause (Farré, 2005). This
may lead to interpretations related to forest fires that are artificially exaggerated and
intentionally false. Ambiguity can thus be understood as a function of conflict over
preferences, intersubjectivity of discourse, and uncertainty over the technical
aspects of risk communication (Hanson & Kysar, 1999; Johansen & Rausand,
2015). The consequential ambiguity of the discourses does not refer so much to an
uncertain future as to the uncertainty related to past and present experiences.

Across all Chilean regions, the main causes of wildfires are accidents and the
carelessness of man (58%). However, almost one in three fires is caused by delin-
quency, in other words, intentionally caused ignitions, while 15% of the causes of
fires remain in the dark. It is above all the unknown and intentional causes of wild-
fires that are reported and speculated on in detail in the Chilean press (Millones,
2017; see also the review of Aylwin, 2017).

Based on the statistics by the Chilean National Forest Cooperation (CONAF,
2018), Table 8.2 reveals a regionally unequal distribution of the causes of the wild-
fires in Chile—especially related to fires that are intentionally started. This is also
strongly reflected in the causal explanations one gets when asking experts and
affected parties about the background of the arsons in Chile:

1. Some argue that wildfires are caused by forest owners themselves in order to
circumvent existing land-planning regulations (Caviedes, 2017). In the proxim-
ity of urban areas, for example, landowners speculate that burnt areas may be
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Table 8.2 Causes of forest fires in Chile (Annual average 2003-2016)
O’Higgins Maule Bio Bio Araucania

(VD) (VID) (VII) (IX)
Annual fire events (annual average 222 437 2,499 1,006
2003-2016) [absolute number]
Causes: Accidents [%] 67.5 69.3 27.7 37.6
Causes: Agricultural and forestry activities  14.3 15.5 8.4 12.0
[%]
Causes: Arson [%] 14.4 11.0 35.7 46.5
Unknown causes [%] 3.8 4.2 28.2 3.9

Note. Personal elaboration with statistical data from CONAF (2018)

designated as urban developing land that awaits construction permits. This is a
reality in many parts of the world (Salvati & Ranalli, 2015). In Chile, these
causes are only narratively discussed in public, since hasty accusations can have
legal consequences.

2. Intentional forest fires are also interpreted as a deliberate strategy of forestry
expansion. Such interpretations, in particular, arise in communities where land-
owners subsequently reforest burned natural forests as forest plantations (Gerber,
2011). In Chile, since the new “law on native forest recovery” (CONAF, 2008)
came into force in 2008, forest owners are prohibited from converting natural
forests into forest plantations with exotic tree species. However, after a fire event,
reforestation is allowed, for example, in the form of plantations with endemic
species. In this way, the natural forests are made accessible and transformed for
industrial exploitation (Moreno del Valle, 2015).

3. It is further argued that forest owners themselves burn their forests in order to
benefit from forest fire insurances that they have purchased beforehand (Focacci,
2017). This argument in its simple form might seem plausible but most often
turns out to be misleading and requires detailed and contextualized explanations:
Insurers are generally very aware of the problem of the so-called moral hazard
(Stiglitz, 1983), in other words, the possible deliberately caused burn of an
insured forest. Therefore, insurance companies design contracts in such a way
that the insured always assumes part of the risk (Agroseguro, 2018). High
deductibles, for example, lower incentives to carry out fraud. Those incentives,
however, can be quite different for forest owners who are on the verge of ruin, for
example, in cases where an insect calamity significantly reduced the value of a
standing forest so that reforestation becomes necessary. Was this the case in
2017 in certain parts of Chile’s forest regions (see, e.g., the case-specific fact
check in Mapuexpress, 2017)? As long as the contractual conditions that forest
companies negotiate with the insurance sector are not publicly transparent, dis-
cursive and ambiguous speculation about this kind of motivation for arson
will last.

4. In some cases, intentional fires in Chile are the product of deep social discontent.
A widespread public opinion is that specifically in the Araucania region, members
of the Mapuche people intentionally set fires to protest against socioeconomic
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disparities and political exclusion. Wildfires seem to have become the symbol of
their conflict with the Chilean state (Montalba-Navarro & Carrasco, 2003; Rojas
& Miranda, 2015). It also seems that wildfires are directly targeted against large
forestry companies that mark land uses with their tree plantations and dictate the
regions’ main economic activities (van Holt, Binford, Portier, & Vergara, 2016).
As late as after colonization by the Spanish, with the country’s nationalization,
Southern Chile experienced a capitalist appropriation and valorization of land that
created vulnerable people and is still ongoing today (Latorre & Rojas, 2016).
Though the accusations are made very quickly, the circumstances of wildfires in
the Araucania region are not at all clear. Some of them turned out to have been
caused by the private sector and even by public officials in order to blame the
Mapuches for the crime and thus keep the conflict over land usage alive in a dis-
cursive manner (Seguel, 2018; Sepulveda, 2013). In this way, fires serve to justify
forest expansion (retrospectively) (Gonzalez-Hidalgo & Zografos, 2017).

The coexistence of these different discourses confronts political and economic
actors with decision-making problems. They obscure the true motives of the actors
behind the arsons, which leads to the uncertain characteristics of forest fire risk in
Chile. For the insurance sector in particular, arson represents an uncertainty, in other
words, risk that is impossible to calculate.

Uncertainty: Hidden Self-Reinforcing Social Amplification
of Forest Fire Risk

Unknown and uncertain risks are induced by scientific uncertainty. While in the
case of unknown risks researchers are aware that they do not know enough, for
example, to predict the frequency and severity of catastrophic events (Chichilnisky
& Heal, 1998), uncertain risks remain hidden from the society’s radar for a long
time (Beck, 1992; O’Malley, 2004). This is partly due to the fact that the causes of
modern risks—but also their effects—are no longer confined to one place. Often
there is also no legally identifiable entity as the perpetrator of risk. Risk decisions
can have a long latency period before they materialize. For political actors, this is
the main source of uncertainty: “[I]t is precisely unknown unknowns which provoke
far-reaching conflicts over the definition and construction of political rules and
responsibilities with the aim of preventing the worst” (Beck, 2006, p. 335).
Researchers also refer to uncertainty in risk to address processes of systemic,
self-reinforcing risk amplification (Kaufman & Scott, 2003). Uncertain risks are
systemic if they trigger unnoticed chain reactions. Accumulated negative externali-
ties can trigger devastating effects. In the following, I will focus on three examples
of systemic aspects of uncertainties related to wildfire risk in Chile. They raise
awareness of the fact that depending on the local and regional context, the occur-
rence of a forest fire in Chile can “ignite” subsequent fires and reinforce risk. The
first example is certainly simplified, but it serves as a textbook example to illustrate
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the underlying systemic effect empirically. In the second example I refer once again
to the discussion of the ambivalent symbolic attributions of arson that I introduced
in the previous chapter. In the third example I summarize a content-analytical inter-
pretation of interview statements from several empirical field studies in the Maule
region conducted between 2015 and 2019.

1. In individual and isolated cases in Chile, it turned out that wildfires were delib-
erately caused by young people “[...] to experience once again the spectacular
use of airplanes or helicopters in the firefighting process” (interview with forest
firefighters in Constitucion/Maule, 2015). This problem seems particularly rele-
vant in the transition zone between urban and forested areas. The legitimate con-
cern of this type of wildfire causes is also reflected in rulebooks that guide fire
brigades (Vélez, 2009). Pragmatic rules stipulate that helicopter missions in the
event of fire should be restricted to areas outside urban areas. This may be under-
stood as aimed at preventing the experienced spectacles of past fires from caus-
ing new fires in the future.

2. Another systemic aspect of risk is evidenced in the strategic appropriation of the
symbolic effects that fire and flames can create (Segovia, Basulto, & Zambrano,
2018). As a social imaginary, forest fires acquire effectiveness for different
groups in the Chilean society—even if they live far away from forested areas.
Fires are lit repeatedly due to their medial efficacy and the sociocritical imagina-
tions originating from them, and as was demonstrated in the previous chapter,
these imaginations are ambiguous in Chile. For some, they represent the struggle
of the vulnerable against the neoliberal alliance between the state and the indus-
trialized forestry business. For others, they gain importance in justifying that the
State takes sides and imposes even harsher control over resource peripheries
(see also Chap. 16 by Hayter and Clapp). Different groups expect individual
advantages from wildfires. The risk transcends the boundaries of systems when
its effects extend from the forest landscape to the economic and political spheres
(see also Beck, 2006).

3. In the Maule region, where one might not expect it at first because there has been
no open conflict over land use so far, forest fires have recently created a systemi-
cally heated atmosphere that has the potential to further increase the inherent
risks. The explanations behind this case are as follows: Competition in the
regional timber market in Maule is fierce. Within a radius of 30km of Constitucion,
about 60 small and medium-sized family owned sawmills compete with each
other for access to raw timber resources. Some work as contractual suppliers for
the large forestry companies in the region and thereby gain privileged access to
their clients’ timber resources. Others have emancipated themselves from the big
players in search of their own customers. In the course of time, they also have
acquired their own forest property, which, however, is not sufficient to supply
them with raw materials all year round. They experience that their expansion
opportunities are limited by the supply of regional timber that turns out to be
scarce and sensitive in price—a situation that has worsened since 2017
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(Hechavarria, 2018). This is an important first detail in understanding the regional
conflict and the subliminal systemic risk of forest fires that accumulates in the
Maule region.

Speculation and mutual accusations on the causes of recent wildfires spread
in the region: Large forest owners, for example, claim that their smaller neigh-
bors act as free-riders in the face of forest fire risk. In other words, “[...] they do
not buy insurance and [instead] rely opportunistically on the fact that their forest
property is observed and cared for by the large company and their fire brigades”
(Interview conducted with the manager of a medium-sized sawmill in San
Ramén, March 10, 2016). This expectation would—according to the inter-
viewee—reduce smaller landowners’ incentives to actively monitor their planta-
tions. From the point of view of large forest owners, this increases the risk of a
forest fire in their neighborhood and therefore “[...] through geographical expan-
sions, the risk of damage to our plantations is uncontrollably increased”
(Interview conducted with the operational risk manager of a large forest com-
pany in Constitution, March 11, 2016). Implicitly, this deep concern of the large
company gives rise to the carelessness of the small neighbors in the first place.

According to this logic, it is understandable that large forest owners in Chile
have incentives to expand their forest ownership over a large area and in a coher-
ent manner: The less mixed the regional mosaic of forest properties, the more
controlled the risk will be (Vergara-Diaz, Sandoval-Vasquez, & Herrera-Machuca,
2017). In response to the discourses of the large companies that accuse small
landowners of being opportunistic, these, in contrast, accuse the big players of not
adequately protecting the property of their neighbors in the event of a forest fire.
More precisely, in interviews with medium-sized forest owners in Maule in 2016,
large forestry companies were accused of directing fire fronts towards the prop-
erty of small forest owners to avoid major damage to their own forest plantations.
Still others claim that extensively insured forest areas stand in the way of the real
efforts of large forestry companies to fight the flames. Of course, it is not possible
within the framework of this contribution to resolve the absolute truth behind
these testimonies or to confront it with the technical aspects of firefighting. It
should be noted, however, that firefighting follows military hierarchical command
structures and, depending on the situation, includes the right to subordinate pri-
vate property, which is otherwise very strongly protected in Chile. At least the
narratives presented above give an idea of the subliminal conflict between small
and large forestry actors in the Maule region. The fear of pyromaniac acts in the
region in response to economic repression and exclusion is growing for years (see
also the statements of economic actors quoted in Saavedra, 2017).*

*In more recent interviews with forest owners in the Maule region, implications of the arsonists of
the 2017 forest fires were collectively avoided. “We don’t want to make any false accusations, and
in particular we want to hinder the discourses from Chile’s southern forest regions to reach the
Maule region. We want to avoid the false interpretation that forest fires have become an inflicted
result of the forest industry itself,” one sawmill owner openly admitted in an interview early
in 2019.
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Systemic risks are uncertain until they materialize and therefore cannot be calcu-
lated ex ante (Ilin & Varga, 2015). To address them, a readjustment of risk percep-
tion is needed. In the first case, this was done, as described, by new firefighting rules
that limit the use of actually effective helicopters to specific areas. In the second
case, however, the systemic effect of risk remains out of reach for risk managers in
forestry. At best, they have the option of relying on risk-avoidance strategies—that
is to distance themselves from the neoliberal model of forestry—, which in this case
could mean the end of their business model; and even that does not guarantee that
other actors will not continually try to exploit the symbolic effect of forest fires. The
interviews quoted for the third case show that regional economic actors at least
develop a feeling for the accumulating systemic risk.

As should have become clear from the above, the epistemological challenges of
the complexity, ambiguity, and uncertainty of forest fire risk arise from the fact that
all three characteristics are closely intertwined and lead to an obscuring of risk rela-
tionships. Against this background, it is understandable that risk managers usually
aim at simplifying and separating the individual attributes of risk. This enables them
to transform ambiguity or uncertainty into complexity that they can then structure
and handle by making use of technical risk models (Ericson & Doyle, 2004). In the
following chapter, I explain how this works in practice. While it becomes clear that
risk management is not the same as risk governance, the chapter reveals the comple-
mentary aspects of different management practices and explores their possible uses
in explicitly regional risk governance approaches.

The Complementarity of Risk Management Practices

Advocates of theoretical insights from the New Institutional Economics (Furubotn
& Richter, 2005), which are widely applied in financial risk management practices,
proclaim markets and hierarchies as in a sense ideally opposed governance forms
for the coordination of economic interaction. The characteristics of a transaction as
well as the degree of asymmetrically distributed information between economic
actors determine whether either hierarchical orders through company routines or
market-based pricing processes under competitive conditions provide transaction-
cost-efficient coordination. Interestingly, hierarchical and market-based forms of
risk management are not necessarily opposed to each other, but rather mutually
supportive. The case of risk-management practices in Chile’s forestry sector illus-
trates that a hierarchically organized risk management even can be the prerequisite
for the emergence of and access to insurance market solutions.

To fully understand the complementary logic behind these practices, it is impor-
tant to note that forestry companies and insurers only slightly differ in their basic
approach to risk and uncertainty. Both actors are able and willing to handle risk that
they can calculate by themselves, and both reject uncertainty in risk management.
Then, however: What can a market for forest fire insurances look like if the pre-
ferred and undesirable risks of both players are more or less the same? Of course, it
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depends on the small differences in dealing with particular characteristics and
aspects of risks. Additionally, one has to look at the uncertainty avoidance strategies
of both actors to understand the complementary character of Chilean forest fire risk
management practices.

For insurance companies, calculated risks undisputedly represent a core busi-
ness. Insurers are able to diversify them with the help of the law of large numbers,
which states that the empirical reality (temporal and spatial) of risk can be aggre-
gated into mean values (Chichilnisky & Heal, 1998). Forestry companies take a
positive view on risks as well. Correctly managed, risks promise above-average
returns and competitiveness advantages (Lundqvist, 2015). In contrast to insurers,
however, forestry companies have to find ways to handle causes and effects of forest
fires individually and in context-specific ways.

Uncertainty, that is incalculable risk, is something that neither actor is looking
for. Forestry companies and insurers alike are trying to externalize or completely
avoid risks that are rare (and at the same time very destructive), highly specific, and
uncertain. Large forestry companies in particular, as I showed in the previous chap-
ter with the example of systemic forest fire risks in Maule, are afraid of risks that
“are taken” independently and opportunistically by others and that “endanger” the
success of their own businesses in the sense of a negative externality (Luhmann,
1991/1993). Insurance companies, in turn, do everything to avoid moral hazard
behavior of their clients, which can even lead to the situation that there is no market
supply for insurances at all (Hellwig, 1983; Stiglitz, 1983). This line of argumenta-
tion fits with the transaction-cost approach, whose advocates stipulate purely hier-
archical control for dealing with uncertain risks (see also Knight, 1921). How does
the insurance market emerge when market participants share a common desire to
waive or avoid uncertainty? The answer has to do with diverse risk management
practices of standardization and categorization of risk in order to reduce its com-
plexity, ambiguity, and uncertainty characteristics.

Risk Management in Chilean Forestry

In Chile‘s industrialized forestry sector, forest plantations are managed in a way that
minimizes both the likelihood of a forest fire and the possibility of uncontrolled
expansion. The homogenization of contextual conditions, the simplification of risk
relationships, and the decoupling of certain risk elements go hand in hand and influ-
ence each other reciprocally: (i) The simplification of risk begins with the focus on
certain causes of forest fires. In particular, the main cause of accidents can be mini-
mized through employee training and clear routine instructions. Routines are instru-
mental for the implementation of plantation management practices that aim at
creating industrial economies of scale. Only a few specialists are needed to monitor
the compliance of the routines. (ii) The decoupling of forest fires’ causes and effects
is achieved through targeted infrastructure investments, such as the formation of
firebreaks that slow down or stop fires that have broken out. Often, firebreaks are
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strategically created in the course of regular clear cuts. In this case, plantation man-
agement practices and infrastructure investments coincide. Furthermore, forest
roads are a strategic investment that serves risk management purposes as they allow
fire brigades quick access. (iii) Finally, the homogenization of the physical space
complements the decoupling and simplification of risk relationships. The large for-
estry companies in Chile aim at a consolidated and coherent forest property. Over
the past 40 years, they have achieved this largely through continuous acquisitions
and forestation of tree plantations. Only few other private forest properties still sep-
arate the plantations of the large companies. Connected forested areas lead to econ-
omies of scale in forestry logistics. They can also be better monitored with fire
protection watchtowers, which in turn further contribute to the decoupling of risks
as fires can be quickly detected once they have broken out.

All these plantation management practices are based on combining centralized
and decentralized risk management logics. In addition, multiple spatial references
are evident: Complexity reduction via routines, for example, is planned and coordi-
nated hierarchically top-down from the companies’ headquarters (see also Perrow,
1986). The site-specific implementation and monitoring of the routines, however,
takes place in decentralized way. The watchtowers in the forest regions are an
important node in the risk communication network. In case of a forest fire, their
occupants communicate to neighboring units and the company headquarters alike
so that responses can strategically be elaborated in a timely manner. In the event of
a wildfire, military-like chains of command are activated and take control.
Firefighters are coordinated centrally but can decide locally in order to be able to
react quickly to changing conditions (Arnaldos, Navalon, Pastor, Planas, & Zdrate,
2004). With this combination of centralized and decentralized risk-management
routines, actors in forestry enterprises are in a good position to react to ambiguous
risk signals from forest regions and actively shape local practices of handling risk.
However, through locally adapted action, they are also coresponsible for creating
ambiguity in the interpretation of wildfire risks in Chile on a national scale.

Risk Management in Insurance Companies

Insurance companies implement risk management practices that rely on standard-
ization and categorization based on quantification and mathematical procedures
(Dean et al., 2003; Jarzabkowski, Bednarek, & Spee, 2015). Since quantification
disconnects existing data from local narratives or general stories that stabilized the
meaning of risk in the first place (Miiller-Mahn et al., 2018), insurance companies
must create their own meanings of risk. Prices in insurance markets, for example,
are such a standard for risk quantification that also provides meaning for economic
operations (Hayek, 1945; Kessler, 2015). Prices communicate the magnitude of the
risk to third parties such as policyholders. Risk maps provide a similar communica-
tion frame (Dransch, Rotzoll, & Poser, 2010). Maps not only can be used to locate
the origins of historical forest fires events and illustrate their propagation in space.



8 The (De-)Contextualization of Geographical Knowledge in Forest Fire Risk... 179

Loss statistics incorporated into the maps also provide insurers with a spatial over-
view of the risk’s frequency and extent. Risk maps, therefore, serve marketing pur-
poses. Insurance companies use them to signal to their clients why insurance
policies in so-called high-risk areas contain a high insurance premium. Risk maps
give meaning to prices. This kind of risk communication, however, first requires a
sophisticated valuation process (Aspers, 2009). Risk valuation applied in insurance
companies’ risk management practices is mainly based on mathematical models
and correlation logics. Actors using these models are able to capture the complexity
of individual aspects and conditions that cause or amplify forest fires and break
them down into their individual components by means of multiple (and even spatial)
regressions (Castro & Chuvieco, 1998). Spatially differentiated risk models allow
insurers to simulate their values at risk.

The better the insurance company manages to break down the complexity of
wildfires into modeled chains of linear causes and effects, the better it can design
and offer different kinds of insurance contracts. On the one hand, insurance compa-
nies are always free to decide whether and where to offer an insurance policy to a
customer. This means that they can exclude areas in which forest fires occur very
frequently and for unknown reasons from accessing insurance. The market is sim-
ply rationed geographically (Hellwig, 1983). On the other hand, insurance compa-
nies have a strong contract design tool at their disposal: self-selection (Furubotn &
Richter, 2005). By offering customers alternative contract designs that differ, for
example, in the amount of the deductible in the event of a loss, insurers obtain
detailed information about a customer’s risk exposure. By accepting certain con-
tracts and rejecting others, the insured reveals his risk attitude and self-assesses his
exposure to risk. Self-selection is part of a bilateral negotiation process. In negotia-
tions, the customers themselves offer to fulfill certain conditions in order to lower
the prices for insurance. For example, the better the forestry company itself controls
the risk through simplification, homogenization and decoupling its effects, the
cheaper the insurance premium offered.

Mutually Complementary Risk Management Practices and Risk
Avoidance Strategies

The hierarchical and market-oriented risk management practices of forestry compa-
nies and the Chilean insurance sector complement each other at least in two ways:
On the one hand, this can be seen from the fact that forestry management practices
stimulate innovation in insurers’ services. Without economies of scale from indus-
trialized plantation management, the market for forest fire insurance in Chile would
have been too small, too transaction-intensive, and possibly nonexistent (see also
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Chichilnisky & Heal, 1998).5 On the other hand, complementarity most obviously
arises from how insurers influence the forestry management standards of forestry
companies through self-selection and contract design. Insurers make it clear how
important it is for them that hierarchically supervised forestry workers regularly
thin out the plantations (= simplification of risk correlations), that the insured plan-
tations comprise a minimum size (= homogenization of risk), and that watchtowers
and firebreaks cover areas at risk (= decoupling of risk correlations). These require-
ments are either specified directly in the insurance contracts, or the forestry compa-
nies are indirectly given incentives to fulfill them through promised premium
discounts.

Self-reinforcing effects of hierarchical and market forms of risk management
also derive from the uncertainty avoidance strategies of the actors. Forestry compa-
nies, for example, want to get rid of the unlikely but in principle possible scenario
of a total loss of their assets in the event of a regional wildfire catastrophe. Although
they view this total loss scenario as unacceptable, it is also incalculable and there-
fore incorporates the characteristics of uncertainty. Large forestry companies avoid
this uncertainty by transferring it to the insurance sector. They buy insurance poli-
cies that include high deductibles. As a result, despite having invested in insurance,
the forestry companies will cover many minor losses by themselves. This practice is
confirmed by the operational risk manager of a large Chilean forestry company:
“Even in the disaster year 2017, the compensation payments of our insurers were
below the expenses of the annual insurance premiums. All our contracts included
high deductibles” (Personal interview conducted in 2018). The manager claimed
that the firm’s shareholders explicitly wished to insure only the uncertainty of a
total loss.

What forestry companies consider an incalculable and uncertain risk, caused by
third parties and therefore understood as an external hazard, is, in the eyes of the
insurer, complex and controllable. Insurance companies are able to absorb the
uncertainty of a total loss of one of their customers because they can diversify it and
convert it into a calculable and statistically low risk of a total loss across all their
customers. However, insurers also retain much of their control over risk explicitly
through their own uncertainty avoidance strategies: They avoid uncertainty by
rationing the market. This strategy is geographically oriented in two ways: On the
one hand, as already mentioned, they exclude insurance in municipalities with high
potential for political tension, in other words, in territories where arson is a frequent
cause of forest fires or where causes are simply unknown. On the other hand, they
also exclude specific forest areas on a small scale that they declare to be uninsur-
able. In avoiding so called cluster risks and risks of geographical contagion, insur-
ers deny market access to forest owners located in the immediate geographical
proximity of already insured forest property. During a 2016 interview, a Chilean
insurance company’s sales executive referred to a map on the wall of his office, on

This is illustrated, for example, by the fact that there are currently no insurance policies available
for economically used natural forests.
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which the sites of the currently insured forest areas in his responsibility were marked
with flags. These markings gave the sales executive an indication of the surrounding
areas where he could (or should) not offer any further forest fire insurance. “I avoid
selling here because a single forest fire could otherwise affect several of my custom-
ers at the same time,” he explained. In a market like Chile, which is characterized by
a limited number of insurers (Loewe et al., 2017), this leads to the exclusion of for-
est owners willing to buy insurances. Rationing financial products is typical for
oligopolistic insurance markets (Hellwig, 1983). However, for some clients of the
insurance companies, exclusion may seem arbitrary. Even when exclusion is based
on the principle of who comes first, for many it seems related to an exclusive rela-
tionship between the insurers and the large Chilean forestry companies. In some
ways, geographically uneven access to insurance in Chile represents a negative
externality of insurance-based risk management practice and can be interpreted as
the result of the decontextualization of risk and risk knowledge, which I will explain
in more detail in the following chapter.

The Decontextualization of Risk and Risk Knowledge

Risk managers tend to analyze different risks in isolation (MacKenzie, 2011). In
more general terms, risk-exposed actors epistemologically grasp and handle the
causes and effects of risks as if they were separated from each other (Rosa et al.,
2014). Therefore, also conceptually it makes perfect sense to separate the material
dimension of potential physical losses from the discursive dimension of how people
originally perceive, communicate and socially construct risk. However, in the course
of these management and academic practices, the knowledge of risks is easily
decontextualized, also in a spatial sense (November, 2008).

Forestry and insurance companies in Chile design and work with economic mod-
els for decision making that are considered (and have been proven) to be useful for
the handling of risk. In doing so, they clearly decontextualize the risk of forest fires
in a spatial sense. Forestry enterprises, for example, decontextualize risk and risk
knowledge in the course of their homogenization and standardization strategies in
managing forested land. They homogenize space by purchasing adjacent areas,
which they then use for reforestation, and they standardize space by anchoring the
same risk management routines in their plantations. Actors using routines not only
standardize risk knowledge, they also decouple risk from the unit of space, in the
course of which plantation forests are transformed into assets that can be valued
uniformly and according to economies of scale. A forest area managed as a mono-
culture decontextualizes specific site conditions. It ignores the fact that site-adapted,
native tree species might be superior to exotic tree species in terms of reducing the
local risk of forest fires.

The decontextualization of knowledge related to forest fire risks can also be seen
in the fact that large forestry companies even succeed in acquiring insurance for
their plantations in politically unstable communities, in other words, in
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communities in which insurance companies are actually planning a rationing strat-
egy for the market. Large forestry companies generally own and manage forest
areas spread over several forest regions in Chile, and because these are homoge-
nized and managed in a standardized and comparable manner, they are able to
acquire a package of insurance policies from the insurance companies that covers
several separated plantations at once. Forest fire risks in high-risk areas are then
contractually offset by risks in less endangered areas. The exact knowledge of the
circumstances of the risk in the package becomes blurred and decontextualized. It
no longer appears relevant due to the standardized price for the packaged risk.

By purchasing an insurance package with spatially dispersed forest ownership,
also the insurer gains several advantages. Not only does a package of insurances
enable the application of the law of large numbers; the insurer is also given an
opportunity to spread the risks spatially, which reduces his risk of total failure. His
accumulated overall risk is no longer determined by the conditions at a given site.
This reduces his interest in surveying context-specific knowledge about the exact
causes and effects of individual forest fires. The same is true for a high number of
deductibles that policyholders accept in individual insurance contracts. Finally, the
decontextualization of risk increases its quantifiability, which enables the insurer to
translate it into the language of the financial markets, which in turn opens up oppor-
tunities for the insurer to resell parts of the risk to reinsurance companies.

Despite all these obvious advantages for corporate risk-management practice,
the widespread practice of decontextualizing risk and knowledge on forest fire risks
in Chile, coupled with reduced incentives to generate new knowledge, for example
about the causes and effects of forest fires, can prove to be a step backwards in gov-
erning risk from the point of view of a resilient society. Uncertainties and ambigui-
ties require a broadening of the risk debate and should include as many stakeholders
in the evaluation process as reasonable: “Participants should be asked to find a con-
sensus of the extra margin of safety in which they would be willing to invest in
exchange for avoiding potentially catastrophic consequences” (Rosa et al., 2014,
p. 144). Risk assessments that are based on economic considerations alone are
accompanied by disparities. If the initial conditions for decision making on risk are
not equally distributed among societal actors they open the window for self-
reinforcing processes of systemic risk accumulation.

Conclusion

Forest fire risks in Chile have different spatiotemporal origins and consequences.
They prove to be epistemologically complex, ambiguous, and uncertain depending
on the socioeconomic and sociopolitical context of their appearance. Different
physical and anthropological causes and effects of forest fires cannot be clearly
attributed (= complexity). Unexplained causes give rise to various logical explana-
tions, which run counter to each other (=ambiguity) and hamper collective efforts to
deal with the risk. In many cases, actors also demonstrate a lack of sensitivity to



8 The (De-)Contextualization of Geographical Knowledge in Forest Fire Risk... 183

their own risk unawareness (=uncertainty). In sum, the knowledge about the causes
and effects of wildfires in Chile is heterogeneous and geographically dispersed
among societal actors. Empirically it becomes evident that wildfire risks in Chile
are socially constructed. They depend on how findings from natural and social sci-
ence are interpreted and being implemented in standards of risk management prac-
tices. These practices also communicate risk, as in the present case via prices and
access to insurance markets.

Focusing on economic-geographical explanations, in this study I have not only
made it clear that forest fires are a profoundly geographical risk, but also that they
represent a fundamentally collective challenge for Chilean forest regions. A single
fire—regardless of its origin—can affect and destroy the forest property of neigh-
boring actors. Accordingly, neighborhood relationships, in other words, cooperative
and collective approaches to risk management practices, could have been expected.
However, it turned out that forestry enterprises prefer to organize risk management
on an individual basis, applying hierarchical company routines. In parallel, they buy
insurance policies to transfer part of the risk to the financial markets. Their relation-
ships with insurance companies are based on bilaterally negotiated contract designs
and market prices for risk.

Forestry companies and insurance companies in Chile seem to have found a
complementary way of dealing with risk by sharing jointly created technical risk
knowledge as part of their routine risk-management practices. Both choose a man-
agement approach that reduces complexity, decouples risk, and decontextualizes
risk knowledge to make forest fire risks calculable and manageable in mutually
beneficial ways. They agree, on the one hand, on price mechanisms for insurance
contracts as a standardized language, which has the consequence that detailed geo-
graphical knowledge on forest fire risks in Chile is explicitly decontextualized and
reduced. On the other hand, they follow complementary risk-avoidance strategies
whenever risks are characterized as ambiguous or uncertain.

The catastrophic forest fires in 2017 revealed the limits of standardized risk man-
agement practices. The law of large numbers and therefore the calculability of risk,
in general terms, becomes less effective when large and unlikely events occur or
when the causes of the risks are systemically interdependent. The latter is the worst
case for the insurance business. Systemic interdependencies of risks can hide behind
characteristics of ambiguity or uncertainty. In addition, there is a great danger that
if actors only follow their own dominant risk discourses and ignore observations
and interpretations that are due to different conditions of the spatiotemporal context
of risk, the dynamic changes in the relationships between environmental and anthro-
pogenic risk factors of forest fires in Chile remain invisible to decision makers. The
catastrophic extent of the forest fires of 2017 can certainly be attributed first and
foremost to the extreme climatic conditions. However, there are also numerous indi-
cations that the fires were ignited by arson across a broad front. Unfortunately, their
exact background remains unknown to this day (Saavedra, 2017).

This calls for a coordinated effort of risk management that gives regional knowl-
edge an explicit edge and is designed as a long-term learning process. Risk manage-
ment primarily covers individual views of risk. In contrast, risk governance offers a
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holistic approach that assigns the social responsibilities of risk takers and also con-
siders negative externalities for other societal stakeholders in spatiotemporal varia-
tion. Of course, this does not mean that risk management has no value at all. The
risk governance concept of the International Risk Governance Council, an interna-
tional think tank that aims at improving the understanding and assessment of risk
and the ambiguities involved, integrates risk management into a larger process of
risk governance. Risk communication, which includes the transmission of risk data,
but also the transfer of sophisticated risk knowledge forms the connecting link in the
governance process, which is circular and reflexive by nature (Renn, 2008, p. 374).
Risk governance practices take the attributes of ambiguity and uncertainty in risk
knowledge into account and open debates on risk that invite many societal stake-
holders to take part in risk evaluation and risk assessment processes. In particular,
risk governance is about transparency, which enables collective learning for a more
resilient risk society.

Researchers must take the complexity, ambiguity, and uncertainty of knowledge
on forest fire risks in Chile seriously. These attributes originate from social science
perspectives on risk. Empirically, one cannot always separate them from each other,
which is why they cannot have the objective of structuring risk governance uni-
formly. However, their transparent application in risk management or risk gover-
nance has consequences. The comparative clarification of the attributes
communicates to society how risk is defined and legitimized in the future (see
Bustos, Lukas, Stamm, & Torre, 2019, for a similar argument related to regional
crisis management in Chile). A lack of societal participation and acceptance of nor-
mative settings can lead to adverse reaction and resistance (see, e.g., the case study
on forest fires in California by Simon & Dooling, 2013).

Since forest fires are immanently spatial, the regional level promises to be a suit-
able scale for initializing the organization of related risk governance processes. At
the regional level, changing interrelationships in risk formation can be observed and
interpreted early on (Miiller-Mahn et al., 2018). However, as I have shown with my
statements and empirical analyses in this contribution, forest fire risks can be tech-
nically detached from the spatial dimension, especially in terms of their economic
effects. Decontextualization is what makes it possible to deal with risk financially in
first place. In Chile, it gave rise to a reciprocal complementary relationship between
hierarchy and market forms of risk management. Are these complementarities valu-
able for risk governance approaches as well? Some of the knowledge and guidance
on certain risk management practices on the regional scale come directly from the
insurance sector. Insurers utilize contract design and negotiations to offer direct and
indirect incentives to decouple wildfire risks and learn how to manage them in a
routinely manner. However, the extent to which different forms of risk management
practices complement each other in a regional context of risk governance and lead
to a higher level of local-global knowledge that strengthens the resilience of the
society in the long term remains a pending issue that requires additional research
efforts beyond the example of forest fires in Chile.
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