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The research group concerned with guidance, control, and 

performance evaluation in the public sector has identified the focus 

of its inquiry as being critically concerned with institutional 

arrangements. The statement of the basic research question formulated 

at  the preliminary  sessions  in November  1980,  is  as  follows: 

How can institutional arrangements be designed and changed in 
order to Improve the tendency of Individuals as representatives 
of or as actors in organizations of the public sector to behave 
In such a way that social goals can be met? 

This statement strongly suggests that human beings have choice In 

shaping their institutional arrangements and that these choices 

reflect political and social goals that can be built Into the 

structure of Institutional arrangements and influence the 

opportunities available to individuals so that individuals act in a 

way that is consistent with those goals. 

Choices pertaining to the shaping of institutional arrangements 

are, however, subject to serious limitations. While choices are still 

possible, it is important to understand some of the constraints that 

apply to institutional arrangements. Not all imaginable possibilities 

are viable. It may be useful then to explore some of the normative 

and limiting conditions that apply to institutional arrangements so 

that we can better appreciate some of the problems Involved In 

shaping, maintaining, and altering institutional arrangements and 

better understand the range of possibilities that may be available to 

human beings in their efforts to guide, control, and evaluate 

performance in. the public sector. 
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In exploring some of the normative and limiting conditions, I 

shall focus upon three considerations: (1) order grounded in 

language, (2) value, and (3) dominance. The basic problems associated 

with the shaping of human institutions arise from the circumstance 

that they are orders grounded in language. The other two sets of 

considerations follow from the language-based nature of institutional 

arrangements. In the exploration of considerations of value, we need 

to examine the grounds for criteria of choice and the relationship 

that these have to human institutions. Finally, the need to enforce 

rules is a fundamental problem in a language-based order. Conditions 

necessary for the enforcement of rules give rise to potential sources 

of failure associated with dominance. Each of these considerations 

shall be explored in turn. 

Order Grounded in Language 

Language has a profound relationship to the development of 

institutional arrrangements in two quite different ways. First, 

language has served as an instrument that has greatly expanded the 

potential for human learning. Second, language is used to formulate 

rules of conduct and these rules serve as the basis for ordering human 

social relationships. 

Through the development of language as a system of symbols that 

stand for events and relationships, human beings are able to organize 

and communicate their learning from one individual to another. 

Learning can, thus, be accumulated across generations. Human 

knowledge, as learning formalized in language, serves as the basis of 

human cultural evolution as distinguished from biological evolutions. 
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Learning, itself, is a form of genetically derived adaptive 

behavior characteristic of all species with nervous systems which 

enable individual members of a species to develop an awareness of 

recurrent regularities in the environment, and act with potential 

variety in relation to those regularities so as to improve their 

adaptive potential within the life time of each individual. It is 

language that gives human beings the capability for transmitting 

learning to successive generations and of thus developing an adaptive 

potential that is cumulative in nature. 

The radical growth of human knowledge implies that human beings 

would confront a threat of potential chaos if the potential variety 

inherent in this accumulated learning were to be randomly exploited. 

This possibility can be avoided by using language to formulate rules 

which enable human beings to order their relationships with one 

another in predictable ways. Each individual can then act on the 

basis of mutually-held expectations formed by reference to a commonly 

understood set of rules. 

The creation of order with reference to rules implies that a 

relatively open form of order is being established. Language has 

recourse to terms that stand for sets that are rarely unique, in the 

sense of referring to one and only one occurrence. (The use of 

language to designate proper names is an exception.) Order is created 

by partitioning behavioral possibilities into sets of permissible 

actions and sets that are foreclosed as being contrary to rules 

governing actions. 
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The partitioning of behavioral possibilities into the sets of 

permissible and impermissible actions can take account of other 

criteria than the creation of stable expectations, predictability or 

order in human relationships. Values that pertain to social, 

economic, and moral considerations can, in this way, be built into the 

structure of human relationships. The language of any rule system has 

reference, to a variety of value terms such as right, duty, injury, 

remedy, power, and liability. 

Basic questions arise about the grounds for dealing with 

fundamental values used in establishing human institutions. Are these 

values of a purely arbitrary nature or is there an underlying 

structure that needs to be taken into account in establishing the 

normative basis of human societies? This issue will be explored 

further in the discussion of value. 

While I shall argue that there are fundamental grounds for 

specifying values as criteria of choice, there is a puzzling 

contradiction that arises in the constitution of all human 

institutions. The introduction of constraint into the potential 

variety of human behavior is a human artifact. Action at variance 

with rules is possible. The maintenance of order based upon human 

institutions, thus, depends in part upon the capacity to enforce 

performance in accordance with rules. Laws depend upon sanctions to 

foreclose actions at variance with rules. But the exercise of 

sanctions requires that some members of a society be assigned 

prerogatives to impose deprivations upon others. The use of coercive 

sanctions to maintain the enforceability of rules necessarily means 

that the creation of a social order to realize some mutual advantage 
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depends upon the potential use of instruments of evil. All human 

institutions embody a fundamental tension that arises from the use of 

instruments of evil to do good. 

The lawful exercise of prerogatives to impose deprivations upon 

others also means that these instruments can be used not only to 

improve the welfare of the larger community,, but can be used to enable 

some members of a community to gain dominance over others and to 

exploit others to their own advantage. All human institutions can be 

corrupted. Authority can be usurped. An instrument of potential 

advantage to the larger community can enable some to exploit others. 

This is the grounds for Rousseau's seemingly paradoxical observation 

that "Man is born free but is everywhere in chains." This is the 

problem of dominance. Unless that problem can be foreclosed, it is 

not meaningful to speak of choice in the design and change of 

institutional arrangements. 

The creation of institutions as rule-ordered relationships 

remains integrally bound up with human capabilities for learning. So 

long as new learning can occur, human beings are capable of generating 

new knowledge. The generation of new knowledge gives rise to new 

possibilities that could not have been anticipated in the absence of 

the new knowledge. So long as human beings continue to have the 

potential for generating new knowledge, they can have only limited 

foresight about what the future holds. Long-term, comprehensive 

planning is an impossibility. The further plans are projected into 

the future the less confidence we can have in them. Planning does not 

provide the key for human development as some had hoped. 
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The burden of fallibility that must necessarily be borne by human 

beings means special attention must be given to institutions as the 

primary device for creating and maintaining ordered relationships in 

human societies. Whether human beings can develop the knowledge to 

fashion institutions that are appropriate to human aspirations remains 

an open question that is worthy of serious exploration. 

The Problem of Value 

If institutional arrangements are to be the subject of serious 

scientific investigation, it is doubtful that such inquiries can 

proceed very far on the presumption that scientific inquiries are 

value-free. A significant part of the meaning of human institutions 

is entailed in the purposes to be served by those institutions and in 

the value terms that are embodied within the language of the rules 

used to order human relationships. How, then, are scholars concerned 

with the study of alternative institutional arrangements to comprehend 

the meaning entailed in those institutions and clarify the grounds 

upon which such meaning is established? 

Two different intellectual traditions may have important 

contributions to make in clarifying the meaning and place of values in 

the development and study of human institutions. One is associated 

with the work of 17th and 18th century philosophers ranging from 

Thomas Hobbes to Immanuel Kant. The other is associated with more 

contemporary philosophers ranging from George Herbert Mead and Ludwig 

Wittgenstein to Jurgen Habermas. 
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The foundation for an approach to the problem of value is 

formulated in a preliminary way in Thomas Hobbes. Hobbes would accept 

the position of contemporary economists that it is not possible to 

know the specific preference ordering of individuals for particular 

goods, objects, and relationships. But underlying the preferences, for 

particulars, Hobbes argues that there is a basic "similitude of 

thoughts and passions" that characterizes all mankind. The focus here 

is not upon the objects of human thoughts and passions, but upon how 

human beings think and feel. By understanding how one thinks and 

feels, one can gain a sympathetic understanding of how others might 

think and feel. 

Hobbes is taking the position that there are certain basic 

attributes — how we think and feel as distinguished from what are the 

objects of our thoughts and passions — that are common to all mankind 

and thus are universal characteristics among human beings. By drawing 

upon these common attributes, it is then possible for human beings to 

develop languages where they can share a common understanding about 

the meaning of symbols as these symbols relate to events and 

relationships which we experience. The meaning of symbols that 

permits symbolic communication to occur among human beings is grounded 

in the similitude of thoughts and passions shared by all mankind. 

When that which is common among human beings is subject to 

reflective inquiry among those who use a common language to clarify 

their common interests, we have the possibility of deriving general 

criteria for ordering relationships with one another. Communication 

through a common language enables human beings to draw upon a common 

genetic endowment and derive basic criteria of choice that permit 
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relationships with one another. In such circumstances human beings 

can be expected to develop a shared understanding for distinguishing 

right from wrong and forming a tentative basis for moral judgment. 

The capacity to distinguish right from wrong, conceding many 

ambiguities, is fundamental to human social relationships. 

Individuals could not be presumed to be responsible for their actions 

if they were incapable of distinguishing right from wrong. Guilt in 

criminal jurisprudence is without meaning unless there is some 

commonly accepted ground for distinguishing right from wrong. An 

individual who cannot distinguish right from wrong is presumed to be 

incompetent to make his or her own decisions. All persons who are 

assumed to be competent to make their own decisions are presumed to be 

capable of distinguishing right from wrong as a basis for their 

actions in relation both to themselves and to other individuals. 

These circumstances imply a criterion of choice that serves as a 

basic norm for an interpersonal comparison of value that is of 

fundamental importance in the organization of human societies. It can 

be argued that such standards are idiosyncratic among particular 

societies and do not hold across all human societies. Such 

unquestionably is the case, but this does not foreclose the 

possibility that human beings might draw upon their basic similitude 

of thoughts and passions to engage in communication with one another 

about the appropriate grounds for human community and thus to strive 

for a more universal understanding of the human condition and to 

develop criteria of choice that might apply to the human community in 

the most universal sense. 
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Hobbes's basic assumption of a similitude of thoughts and 

passions characteristic of all mankind implies that there are basic 

underlying characteristics of human nature that are universal among 

mankind. If human beings have the potential for understanding what is 

universal among human beings, they also have the potential for 

appreciating the criteria that are appropriate to ordering 

relationships with one another. Criteria based upon that which is 

universal among human beings presumably would be consistent with an 

eternal order. If one chooses to call that eternal order, "God," as 

Hobbes does, then human beings have the possibility of grounding their 

relationships with one another upon mutual consent and in conformity 

with their understanding of the eternal. This position is consistent 

with Kant's formulation of the categorical imperative: act as if the 

maxim from which you act were to become, through your will, a 

universal law. 

It is also consistent with V. F. Turchin's assertion of the 

principle that "the Highest Good is a constructive contribution to the 

evolution of the universe" (1977: 335-336). Human beings might aspire 

to governing themselves by covenanting with one another under terms 

and conditions that they consider to be consistent with an eternal 

order. A covenantal order based upon a common understanding and 

agreement would permit human beings to hold one another accountable to 

common standards of propriety, justice, and truth. What is good for 

one individual should be consistent with what is good for others. 

Human communities might then exist under conditions where individuals 

could maintain reciprocity with one another in mutually productive 

relationships. 
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Contemporary scholars concerned with a theory of communication 

take  the  position  that  communication  is  itself  governed  by 

performative criteria that define the relationship among those who are 

communicating with one another. Assertions are made in relation to 

such performative criteria as a claim to truth. Speakers implicitly . 

bear an obligation to justify their assertions, and standards of 

justification presume grounds for doing so. Habermas's theory of 

communicative competence is thus concerned with the consensual norms 

that define reciprocal expectations. Mutual understanding, which 

serves as the basis for reciprocal expectations, is presumably derived 

from something like Hobbes's "similitude of thoughts' and passions" 

characteristic of all mankind. 

Human beings who share in the basic similitude of thoughts and 

passions characteristic of all mankind and in a community of free and 

open communication with one another have the possibility of being able 

to take the perspective of others. By taking the perspective of 

others, one can come to understand one's own behavior from the 

perspective of others and to understand the actions of others from a 

knowledge of one's own thoughts and feelings. An interpersonal basis 

for judgment would then exist both for studying human patterns of 

social interaction and for rendering judgment about problematical 

situations with reference to specifiable performative criteria. An 

implicit standard of unanimity would apply to thoughtful and mature 

individuals in understanding and using appropriate criteria of choice 

in ordering human relationships. Scientific scholars as human beings 

have access to such levels of understanding in their study of human 

association through rule-ordered relationships. 
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This task of conceptualizing the ground for human community is 

greatly confounded by the condition that rules of conduct must be 

subject to enforcement where some are capable of imposing deprivations 

upon others. The imposition of punishment is In the nature of an evil 

even though that evil is exercised to maintain a commonly accepted 

understanding of what is right and wrong. Punishment can easily 

become an act of aggression unless those who are punished share the 

same community of understanding and criteria of choice that inform the 

decisions of those who impose the punishment. 

The use of instruments of evil to do good greatly confounds the 

problem of distinguishing right from wrong.  Criteria of justice must 

be extended beyond a simple distinction of right and wrong and 

recognize the legitimate use of evil as a necessary means to the 

realization of the mutual good of a community of  individuals. 

Criteria of justice and legitimacy pertain to the limits that apply to 

the proper exericse of coercive capabilities.  Human societies, thus, 

depend upon developing appropriate criteria not only for determining 

what is right and wrong in relationships among individuals, but what 

is right and wrong in their relationships with those who exercise the 

prerogatives of governance and in judging the conduct of those who 

govern.  Such criteria depend upon clarifying first, what it means for 

a human being to be free or to enjoy liberty, and second, what it 

means to be just and to do justice.  Both of these concepts need in 

turn to be related to what it means to participate in human 

communities  and  to  do  so  under  conditions  of  free  and  open 

communication where a community of people can come to a critical 

understanding of its own experience. 
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An understanding of the meaning of freedom in the context of 

human societies is obviously not a freedom to do anything.  Rather, 

freedom depends upon a reflective understanding of the human condition 

and what It means to be free while extending to others a like 

opportunity to be free in the choices they make.  Such understanding 

is grounded upon generally accepted criteria of right and wrong. 

Freedom,  thus,  depends both upon the essential autonomy of an 

individual to maintain his or her own integrity in the context of an 

open public realm where individuals are free to communicate with and 

inform one another about their own intentions and about the problems 

that they share in common.   If citizens are to participate in a 

democratic self-governing community, they must also reserve basic 

prerogativess unto themselves for determining the basic terms and 

conditions that apply to their own governance, how they develop and 

exercise communicative competence with one another, and how they make 

those essential decisions which citizens are expected to make both 

individually and collectively. 

Both freedom and justice depend upon a knowledge of what is 

feasible in consensual human relationships. But aspiring to be just 

requires a human being to confront the condition of human fallibility 

and the propensity to commit errors while recognizing that doing 

justice requires one to render judgment about others that may entail 

substantial deprivations for them. To be just and to do justice 

requires then that individuals be able to make the perspective of 

others and attempt to comprehend the explanations which they offer in 

justifying their own actions. This requires a substantial capacity to 

make interpersonal comparisons in rendering judgment about one's own 
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actions and the actions of others. A serious offense against justice 

occurs where fallible creatures presume to know what is good for 

others and impose their judgments upon others. Human beings can 

aspire to justice only when they appreciate their own fallibility, are 

open to communication with others, attempt to understand the 

perspective of others, and appreciate the fundamental tensions that 

arise from the Faustian bargain that is necessarily inherent in all 

human societies. 

Life in a community of open and free communication should enable 

human beings to begin to appreciate the place of both freedom and 

justice in the maintenance of reciprocal relationships, that are of 

mutual benefit to those who shared in such a community of 

relationships. If people attain this level of understanding, they 

should be able to specify the terms and conditions of governance that 

might apply to a self-governing community. They would then have the 

proper criteria for maintaining effective patterns of relationships in 

a self-governing community where each individual is capable of 

developing mutually productive relationships with other members of the 

community.  

However, such a possibility is only within the realm of 

possibilities and is confronted with numerous potential threats. The 

human potential for learning and the generation of new knowledge 

always poses a potential threat to any human attainment. New 

knowledge gives rise to new possibilities and new possibilities always 

evoke uncertainty in facing the future. Human beings are always 

testing limits in relation to prior attainments. Error and 

misunderstanding thrive in such conditions. 
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Given the potential for error and misunderstanding,  It is 

relatively easy for human beings to find themselves confronting 

problems of institutional weakness and institutional failure where 

patterns of human interaction yield results that are at variance with 

the intentions or goals that motivate individual behavior.  Boulding's 

"Pure Theory of Threat Systems" and Hobbes's parable of man in a state 

of nature both manifest tendencies toward patterns of interaction that 

leave each participant worse off even though each individual . is 

motivated to seek his or her own good.  Similarly, a competitive 

market economy evokes a pattern of interaction on the part of 

competing producers which tends to minimize profit while each seeks to 

maximize profit.  The disparity between individual motives and results 

that are yielded by patterns of interdependent human relationships 

implies that a simple set of means-ends calculations provide an 

insufficient basis for understanding patterns of interaction In human 

communities.    Solutions  conceptualized on the basis of  simple 

means-ends calculations are likely to yield their own pathologies 

grounded in errors that derive from the failure to account for 

strategic behavior in interdependent relationships. 

Dominance and Instrumental Limiting Conditions 

The basic inequality inherent In the exercise of governmental 

prerogatives always means that some have an inherent advantage in 

dominating collective decisions in relation to others. Differential 

access to the legitimate use of instruments of coercion means that 

some have access to resources that can be used to dominate others. 
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Incentives exist on the part of those who gain special advantage in 

dominating others to form more extended coalitions so as to surmount 

limiting conditions and gain general dominance over the exercise of 

governmental prerogatives. Incentives to extend patterns of dominance 

by forming coalitions to gain control and overcome all limiting 

conditions implies that any political order can erode to a point where 

a dominant coalition forms to exercise a monopoly over all decision 

structures. Ostrogorski demonstrated these tendencies in his book on 

Democracy and the Organization of Political Parties. 

These potentials can be exacerbated when relationships among human 

beings come to be dominated by envy and an exaggerated demand for 

equality grounded in envy. As Tocqueville has demonstrated, 

individuals in demanding the elimination of inequalities depend upon 

increasing centralization of authority to do so. Such demands only 

increase the relative dominance of those who exercise the prerogatives 

of rulership over those who are ruled. As people become more equal 

under law, they run the risk of increasing the relative dominance of 

those who rule and the relative inequalities between rulers and ruled. 

If rule-ordered relationships are subject to an unconstrained 

dominance by those who exercise the prerogatives of governances then, 

choice can hardly exist in any meaningful sense about the nature of 

institutional arrangements in human society. Institutions will come 

to be dominated by those who exercise the prerogatives of rule in any 

system of rule-ordered relationships. The iron law of oligarchy would 

imply only an illusion of choice. If choice over institutional 

arrangements is to exist, the prerogatives of rulership must 

themselves be subject to the constraint of an enforceable rule of law. 
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Where this condition applies, we can begin to imagine the possibility 

of a self-governing society where all, rulers and ruled alike, are 

subject to the rule of law. 

A shared understanding about the normative criteria that are 

appropriate  to  informing  choice  and  evaluating  performance  is 

fundamental to the operation and maintenance of a self-governing 

society where human beings might exercise control over the terms nad 

conditions  of  governance.    Norms,  however,  are  not  enough. 

Individuals participating in such a system must also know the 

circumstances to which the norms apply.   This implies a general 

knowledge about the nature of organization in human societies and what 

implications  follow  from  relying  upon  different  structures  of 

institutional arrangements for organizing human relationships.  When 

appropriate normative criteria and a warrantable knowledge of the 

relationship of structures to consequences exist, we might then think 

of human beings maintaining a structure of social relationships where 

diverse communities of interest are governed with reference to a 

concurrent exercise of self-governing capabilities. 

If moral precepts and appropriate conceptions of human 

relationships are to be built into human societies, they must be 

embodied in an enforceable system of law and then be acted upon by 

individuals who have a shared understanding of their meaning and 

significance. This, however, poses a problem of how those who 

exercise the prerogatives of government in human societies are to be 

held accountable to law. Hobbes, for example, holds that those who 

exercise the sovereign prerogatives of government are the source of 

law and as a consequence are above the law and cannot be held 

accountable to law. 
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To hold those who exercise the prerogatives of government 

accountable to an enforceable rule of law requires that Hobbes's 

solution be foreclosed. If everyone is to be held accountable to law, 

no one can exercise unlimited authority and all authority must be 

subject to limits. Several conditions that are instrumental to the 

maintenance of a system of limited authority can be specified. 

First, if instrumentalities of government are themselves to be 

subject to rules of law, it is essential that members of such a 

society have means available for specifying the terms and conditions 

that apply to the conduct of government as an enforceable system of 

law. By definition, the terms and conditions that apply to the 

conduct of government are constitutional in nature. A constitution 

can be distinguished from ordinary law where a constitution applies to 

the conduct of government and ordinary law applies to the social 

relationships occurring among the members of a society. 

These distinctions cannot be effectively maintained unless 

processes of constitutional decision making can be distinguished from 

the processes of ordinary governmental decision making. Where such 

distinctions can be maintained, a government is no longer competent to 

determine its own powers, but is dependent upon processes of 

constitutional decision making exercised by the larger community. A 

government then would be capable of enacting and modifying ordinary 

law, but would not be competent to modify those rules that applied to 

its own conduct. 

So long as a distinction can be made between constitutional law 

and ordinary law, it then becomes possible to build into a 

constitution a distribution of authority relative to the exercise of 
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the prerogatives of government so that all authority is subject to 

limits and no single center of authority is allowed to exercise 

unlimited authority. The most fundamental division of authority 

pertains to the authority of individuals to act individually and 

collectively with correlative limits upon the exercise of authority by 

those who are assigned the extraordinary prerogatives of government. 

Thus, the prerogatives of individuals to freedom of speech, press, and 

association with other individuals is essential to the maintenance of 

a public realm of discourse and voluntary association that is free 

from dominance by governmental officials. In turn, the right to a due 

process of law implies enforceable obligations on the part of 

officials to discharge the prerogatives of government in a way that is 

consistent with standards of critical inquiry and justice. 

Authority can further be divided among diverse and independent 

decision structures so that those who are responsible for formulating 

and enacting law can do so apart from those who are responsible for 

determining the application of law and for enforcing law. Where such 

prerogatives are separated, law can come to have a knowable and 

autonomous existence where those who determine its application can 

render independent judgments apart from those who enact and those who 

are responsible for the enforcement of law. A shared common 

understanding of the meaning of law is necessary if it is to apply to 

all individuals alike. 

Limits among such decision structures can be maintained by the 

assignment of veto capabilities. Veto capabilities enable one set of 

decision makers to limit or constrain other sets of decision makers. 

The mutual exercise of veto capabilities specify the parameters for 
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establishing and maintaining the legal and poitical feasibility of any 

program or course of action. A loose equilibrium within the 

respective veto positions without recourse to any single dominant 

center of authority can be maintained where independence of action is 

feasible within constraints. Where vetoes are exercised with 

reference to the terms and conditions of constitutional law, the 

conduct of government itself would be subject to a rule of law. 

Further provision for specifying the terms and conditions of 

government can be used to make provision for citizens to participate 

in the various processes of government. These might range from the 

election of public officials who discharge basic governmental 

prerogatives to direct participation in the judicial process by the 

use of citizens as jurors. Citizens functioning as jurors have a 

direct voice in determining the application and limits of law. Right 

to a jury trial implies that the enforcement of law depends upon 

shared understanding about the meaning of law which is concurred in by 

a representative panel of citizens. Grand juries provide further 

opportunity for citizens to investigate the discharge of public trust 

and evaluate the performance of public instrumentalities. If rules of 

law are general in their application, citizens might also exercise 

executive prerogatives through the availability of writs of mandamus 

and injunction to enforce executive action. 

The viability of such arrangements for maintaining the 

enforceability of constitutional law also depends upon the 

consciousness with which the larger community of people in such a 

society are critically aware of the norms that apply to the conduct of 

government and the tensions which inevitably exist with regard to the 
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maintenance of appropriate limits. Such a system can be maintained 

only so long as citizens make decisions that are consistent with 

relevant norms and the maintenance of appropriate limits. Citizens 

need then to know when to resist improper exercises of governmental 

authority. It is only under such conditions that we can be confident 

that lawful limits can be maintained in the exercise of governmental 

authority. 

Once the possibility exists of establishing the terms and 

conditions of government as enforceable rules of constitutional law, 

that possibility can be reiterated with reference to diverse 

communities of interests. People can then gain access to. multiple 

units of government which are capable of acting in relation to diverse 

communities of interest. So long as each unit of government can be 

constrained by the terms and conditions of a positive constitutional 

law grounded upon commonly held criteria of choice and a political 

science that stands critical scrutiny, it is then possible for human 

beings to aspire to the exercise of self-governing capabilities where 

all are accountable to common standards of morality and rules of law. 

All authority is limited and no one exercises unlimited authority. 

The unity of such a commonwealth depends upon the common 

understanding and agreement shared by citizens about the normative and 

limiting conditiosns that apply to human governance. Such an 

understanding requires a substantial level of critical and reflective 

insight into the human condition. By first coming to understand 

oneself, it is possible for human beings to understand how others 

think and feel. By learning how to take the perspective of others and 

to view one's own position from the perspective of others, it is 
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possible for human beings to develop norms to apply alike to the 

different individuals who form human communities. 

Standards of morality must however always be applied with 

reference to an understanding of the circumstances that arise in 

interdependent human relationships. As David Hume has observed, we 

need to be cautious "of what frequently happens in political 

institutions, that the consequences of things are diametrically 

opposite to what we should expect on the first appearance" (Essays "Of 

Taxes": 195). An appropriate knowlege of conditions and consequences 

would provide the basis for human beings to exercise an informed 

choice about alternative structural possibilities that might apply to 

the constitution of self-governing arrangements in different 

circumstances. 

Relationships that apply to any particular community of interests 

organized as a collectivity in a system of limited authority must 

co-exist in complex structures of interorganizational arrangements 

that take account of many organized communities of interest. These, 

in turn, drive us to new units and levels of analysis in evaluating 

performance in the public sector: the interorganizational level of 

analysis. 

The creation and maintenance of systems of interorganizational 

arrangements in the public sector, like that of organizing any 

collectivity, depend upon the nature of the task to be accomplished. 

A very wide range of relationships can be maintained on the basis of 

quid pro quo transactions where each is acting to advantage in 

exchanging something for something. Where alternative options are 

available on both the production and consumption sides of economic 
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relationships, one can anticipate competitive dynamics that will limit 

the advantage of producers and increase the relative advantage of 

consumers. This principle applies whether consumption is privately 

organized by individuals and households or publicly organized through 

governmental instrumentalities. The pressure of competition moves 

toward an equilibrium that governs relationships among all 

participants within limited constraints. 

The more difficult problem to confront at the interorganizational 

level of analysis is where several organized entities share in common 

the use of some joint resource from which no single organization can 

be excluded. We confront the typical public good or common-pool 

resource problem where the pursuit of independent strategies by each 

organized entity leads to institutional failure and what Garrett 

Hardin has aptly called "the tragedy of the commons." In such 

circumstances, some separate organized entity will have an incentive 

to pursue a holdout strategy, take advantage of whatever opportunities 

are created by others, and fail to contribute its proportionate share 

to a joint solution. 

As we know from the theory of collective action, a way must be 

found to foreclose the holdout problem and search out a solution that 

will be of mutual advantage to the several different organizations 

which share a community of interest in the common-pool resource or 

latent public good. Since competitive relationships in a situation 

where free riding can occur have the tendency that leads to the 

erosion of the good shared in common, grounds exist for any one party 

to seek a judicial remedy in relation to those who impose costs upon 

others.   Courts can compel holdouts to appear and,  in equity 
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proceedings, do their part in contributing to an equitable solution. 

The logic of collective action can then be used to devise some new 

form of collective organization which will foreclose the holdout 

problem and permit collective action on the part of the larger 

community of interest. 

These strategies are consistent with the federal principles of 

organization and can be indefinitely extended so long as human beings 

have the potential for conducting inquiry with regard to grounds for 

establishing common understanding and agreement. Where such 

understanding and agreement exists about fundamental values that serve 

as criteria of choice and the instrumental conditions that are 

appropriate to the taking of collective action, it is then possible 

for human beings to bound all exercise of authority by appropriate 

normative and limiting conditions. Those who rule would do so under a 

rule of law where the terms and conditions of government are subject 

to an enforceable system of constitutional law. 

Conclusion 

If this analysis is essentially corrects a basic distinction will 

need to be made about the different levels of analysis that we use in 

approaching our work. One level of distinction to which I have 

already alluded is the distinction between the organization of a 

community of interests in a single collectivity and the pattern of 

organization that occurs among many different collectivities. Another 

distinction which is implicit in the general thrust of my paper is 

between the constitutional level of analysis and what might be called 

the operational level of analysis. 
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As we focus upon the design and change of institutional 

arrangements in the public sector, we are inevitably coming to terms 

with the constitutional level of analysis where the focus is upon 

considerations relevant to the choice of rules that apply to the 

organization and conduct of different institutional arrangements. The 

operational level of analysis, by contrast, takes certain rules as 

given and then is concerned with the consequences which follow. 

Harold Lasswell's characterization of politics on the study of who 

gets what, when, and how is focused upon the operational level of 

analysis. The concern is with the distributive consequences, of 

decisions . taken within the constraints of particular institutional 

arrangements. 

Each mode of analysis is essentially complementary to the other. 

The operational level of analysis clarifies problems that are 

associated with particular structures. The constitutional level of 

analysis, if it is to have empirical warrantability, must be cognizant 

of the empirical regularities associated with different institutional 

arrangements. The complementarity of the two approaches suggests that 

an advantage can be gained by having colleagues that pursue each 

approach so long as each maintains a conscious awareness of different 

but complementary modes of analysis. 

Problems do arise, however, when the two approaches are confused. 

When norms that are relevant as criteria of choice at the 

constitutional level of analysis are treated as instrumental goals 

that are capable of realization at the operational level of analysis, 

we are apt to have problems arise. As I have indicated, the very 

architecture   of   institutioanl   arrangements   as   rule-ordered 
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relationships necessarily entail fundamental tensions where recourse 

to instruments of evil are necessary to the realization of a 

collective good and where fundamental inequalities must exist in the 

use of these instruments of evil. All institutions, then, are 

Faustian bargains in which those who are most dedicated to the 

immediate realization of social goals often become the most aggressive 

agents of oppression when they occupy positions of dominance. Human 

institutions necessarily entail conflicting values and mixed motives 

which need to be subjects of continuing inquiry and dialogue as an 

integral part of public discourse. Scholars have a great deal to 

contribute to this type of inquiry. In turn, citizenship in a self-

governing society needs to be thoroughly grounded in critically 

disciplined intellectual discourse. 

A related problem arises when the methodological perspective of 

means-ends calculations pertinent to programmatic decisions at the 

operational level of analysis are assumed to be fully applicable to 

the constitutional level of analysis. The emphasis then is placed 

upon planning where the general ordering of human relationships is 

viewed as being directed toward the attainment of particular goods. 

When extended to a society as a whole, such an approach is easily 

associated with those institutional arrangements that facilitate 

dominance by a single center of ultimate authority. This can be 

contrasted with relatively open structure of relationships that is 

implied in rule-ordered arrangements. Many possibilities remain open 

in a rule—ordered structure of relationships even when common criteria 

are accepted as guiding choices. Adhering to the rules of the road, 

for  example,  permits  travellers  to  proceed  to  their  separate 
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destinations without having to program the departure, course8 and 

destination of each traveller through a centralized command structure. 

Most institutional arrangements are highly dependent upon the 

independent self—coordinating capabilities of individuals who act with 

reference to appropriate norms as criteria of choice. A loose 

means-ends calculus is relevant to the design and alteration of 

institutional arrangements in the sense that rule structures may have 

an important bearing upon the conduct of critical inquiry as a part of 

the decision-making process and upon revealing the arguments and 

preferences of others on behalf of those required to take decisions 

taking account of the interests of others. In this sense 

institutionalized procedures can have an instrumental quality that 

biases decisions in the direction of being more error correcting or 

fairer than those taken by alternative procedures. But we need to be 

cautious about assuming that the necessary and sufficient conditions 

can instrumentally be specified for realizing those values which serve 

as constitutionally relevant criteria of choice. 

Awareness of different levels of analysis pertinent to the study 

of institutional arrangements can reduce some relatively unproductive 

levels of conflict which occur when levels of analysis are confused. 

The essential complementarity of different levels of analysis can be 

an important source of stimulation among colleagues in an 

interdisciplinary research group concerned with guidance, control, and 

performance evaluation in the public sector. 
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