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Introduction

ONE oF THE most profound but not always fully understood challenges to
modern political economy and institutional theory is the diversity of institu-
tional forms that give substance and structure to political and economic life.
Diversity shouldn’t be a surprise. Institutional arrangements are intricate clus-
ters of rules and human interactions, shaped in large measure by the variety of
situations of social life. The mere diversity of situations is enough to create a
wide variety of possible arrangements. If we add to all that the variety of indi-
viduals’ possible preferences, beliefs, interpretations, and strategies, all lead-
ing to possible new rules and situations, we start to grasp the huge range of
potential combinations in their evolving dynamism. All of the above suggest
the measure in which institutional diversity is indeed messy and complex. It
doesn’t lend itself easily to analysis. When it comes to institutions, “carving
nature at its joints” and arranging it in classes is not a simple and straightfor-
ward process. And yet, more often than not, in our institutional theories and
in our designs we tend to brush off this profound challenge. More often than
not, homogeneity is assumed or expected, while heterogeneity is considered
as marginal, unessential, of limited relevance. The limits of this strategy may
not be so obvious as long as one is operating mainly as a social scientist, fol-
lowing the notion that social scientists produce generalizations and test them,
while the burden of applying the insights thus gained to practical problems
and social dilemmas is the business of “practitioners.”

But what happens if, instead of the typical approach, which gives a position
of preeminence to theoretical generalizations and considers the applied level
an extension of peripheral interest, we start by focusing on tangible, applied
problems and puzzles, and we consider institutional theory in the light of
its instrumental value to contextualized analysis and institutional design?
Elinor and Vincent Ostrom’s lifework is a case study giving many clues and
some possible answers to this question. Their approach is well known for
aiming not for grand generalizations but for understanding the nature and



possible solutions to specific problems of collective action, governance, and
social dilemmas in various settings and circumstances. Making governance
dilemmas and the applied dimension the starting point, as well as the filter of
our interest, reveals a different configuration of concepts and themes marking
and linking the practice-to-theory continuum. And it is noteworthy that at the
core of this configuration the problem of diversity and heterogeneity emerges
as salient and pivotal.

“The presence of order in the world,” writes E. Ostrom (1998), “is largely
dependent upon the theories used to understand the world. We should not
be limited, however, to only the conceptions of order derived from the work
of Smith and Hobbes.” That is to say, we should not limit our approaches
to theoretical frameworks of the State and to theoretical frameworks of the
Market. We need theories that match the extensive variety of institutional
arrangements existent in the world. In response to that need, the Ostroms
have charted and explored a novel domain of the complex institutional real-
ity of social life: the rich institutional arrangements that are neither states
nor markets. Small and large, multipurpose or just focused on one good or
service, they display a daunting variety of functions and structures: suburban
municipalities, neighborhood organizations, churches, voluntary associations,
and informal entities like those solving the common-pool resources dilemmas
the Ostroms studied and documented around the world. In their work they
identified the functional principles behind them, tried to find out whether
their very diverse forms could be understood as parts of broader patterns,
and charted the logic of the institutional process involved. In many cases they
found that such institutional arrangements may be related to, and yet differ-
ent from, both “the state” and “the market.” They also found that, irrespective
of what one may call these arrangements, in order to analyze them one needs
theoretical lenses that do not well fit the classical dichotomy, defined by two
and only two major institutional models, This is the reason why the Ostromsg’
perspective is so difficult to categorize. Rooted in economics, public policy,
and political science, recognized by the most prestigious awards in political
science and public administration as well as a Nobel Prize in economics, their
work develops new approaches to both familiar and unfamiliar social phe-
nomena, while transcending the constraints and simplifications imposed by
existing disciplinary boundaries.

And thus, the Bloomington scholars’ work, by drawing our attention to
the phenomenon of institutional diversity and its implications for governance
and public policy, reminds us at the same time that our theoretical lenses are
simplifying devices that allow us to see some things in profound ways but, at
the same time, obscure others. We are reminded why in political economy, as

in any other social science, the methodological tension between generaliza-
tion and specification is so intense and consequential and cannot be simply
assumed away. In addition to that, we learn that, lured by the beauty and par-
simony of our theories and models, we may be missing the remarkable facts
of institutional diversity. The Ostroms’ studies warn us that a predisposition
toward homogenization is profoundly rooted in our models of man, action,
and institutional order. The homogenization, super-simplification, and for-
mulaic conceptualization in our theories of institutions is in many respects
a function of a parallel homogenization of human agents that we practice at
the micro level.

For instance, in her studies on collective action, Elinor Ostrom has repeat-
edly drawn attention to the problem of actor and social heterogeneity and its
implications for institutional order and institutional theory. One of her major
concerns has been that in the relevant literature, although “the assumption of
homogeneity was made for theoretical reasons,” it has been too often used as a
close approximation of reality, despite the fact that “heterogeneity is a preemi-
nent aspect.” Even more important, although “heterogeneity has been obvious
to empirical research,” too little work has focused on it and its consequences”
(Ostrom and Keohane 1995; Poteete, Jansen, and Ostrom 2010). Her take in
this respect is both eye-opening and challenging.

What would happen if we started to look at social order through the twin
lenses of heterogeneity and institutional diversity? In a sense, this book is an
attempt to chart and explore several avenues entailed by this challenge. Its
premise is that whether one likes it or not, the related problems of heterogene-
ity, institutional diversity, and pluralism are a major (and more often than not,
unacknowledged) issue in the literature dedicated to institutionalism, gover-
nance, and institutional design. Revisiting this challenge opens up a window
into the core of the institutionalist contemporary research agenda and implies
an assessment of the state and promise of institutionalism, broadly defined
as a family of research programs in which institutional emergence, structure,
and change are programmatically used as key dependent and independent
variables in the conceptual reconstruction of a discipline, field, or thematic
area. The re-examination in this light of some of the key themes and concepts
of the Ostroms’ contribution becomes thus a vehicle for a discussion not only
of their research agenda but also of the future of institutionalism, political
economy, and, for that matter, any research program in which the problem of
governance and the theory of collective action are central.

The Ostroms’ distinctive approach was considered from the very begin-
ning an evolving part of the “public choice revolution” exploding in the 1960s.
As William C. Mitchell framed it in his 1988 Public Choice article, “Virginia,



Rochester, and Bloomington: Twenty-Five Years of Public Choice and Political
Science,” the Ostroms’ school has established itself rapidly as one of the pre-
eminent centers of the movement. Three distinct schools of thought have
appeared, he wrote, changing the ways we understand the economic and
political reality. These schools could be labeled based on their geographical
locations: Virginia, Rochester, and Bloomington. “At each of these institutions
one or two dominant figures led. ... the effort to construct theories of collective
choice: Riker at Rochester, Buchanan and Tullock at various Virginia univer-
sities, and the Ostroms at Indiana.” In the years after Mitchell's article was
published, Bloomington has not only consolidated its position as one of the
preeminent centers of the public choice but also transformed its blend of pub-
lic choice into a unique form of institutional theory. In the process, it created
a unique research agenda, becoming one of the most dynamic and productive
centers of scholarly work in social sciences in general. The fact that Elinor
Ostrom was a recipient of the 2009 Nobel Prize in Economics was a telling
recognition of Bloomington school’s important contributions to the study of
institutions and economic governance.

Yet, in the celebratory and retrospective mood created by such honors and
public recognition, the Bloomington agenda is far from making its closing
arguments. This book argues that if followed consistently, the logic intringic
to the agenda developed in the last four decades by Elinor and Vincent Ostrom
is leading to a unique brand of institutionalism, a research program taking
seriously and dealing systematically with the theoretical, empirical, and nor-
mative problems of heterogeneity and its consequence and condition, institu-
tional diversity.

The Ostroms started in the 1960s with a theory of collective action based on
a theory of goods, theories that were emerging at that time from the mantle of
neoclassical economics as major building blocks of the new, modern political
economy. In time, their work on governance created one of the main channels
of the transition from public choice to the new institutionalism. Today, look-
ing back to the broad field covered (and in many cases created) by them and
revisiting the insights growing from the theoretical and empirical studies of
collective action and governance done by a large number of scholars in several
disciplines, the main conclusion is that the results are in many respects not
quite what one may have desired or expected initially, in the light of the theories
and conjectures advanced by authors such as Mancur Olson, Garret Hardin, or
even Gordon Tullock. Generalizing proved to be very difficult. A key variable
like heterogeneity (of preferences, beliefs, or endowments) may both facilitate
and impede collective action, as a function of circumstances and situational
logic. What goes for heterogeneity goes for other comparable variables. That
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may well explain why no general theory of collective action has been offered
and may not even be possible: The situational logic circumstances require
an approach that goes beyond the simple and global and deals with complex,
interactive, and conditional “theoretical scenarios.” These results—one may
like them or not—have momentous implications. They invite a rethinking
of institutional theory and, more generally, any form of political economy or
social theory in which collective action is central. We have a situation in which
one of the most intense and carefully studied domains in political economy
and social sciences leads us to the conclusion that there is an increasing mis-
match between, on the one hand, the theoretical-epistemological frameworks

- used and the expectations based on them, and the phenomena in question,

on the other. The process of the growth of knowledge requires a midcourse
adjustment.

And thus, exploring the pluralist lines opened by the Ostroms becomes
an alternative by necessity. Their thrust is leading to a substantial departure
from the conventional wisdom built around theories assuming or expecting
homogeneity, “normalization,” and “consensus.” Indeed, one of the major les-
sons of the Ostroms’ work has been that it is both necessary and possible
to deal constructively with the numerous situations in which homogeneity
is not assumed, existent, or anticipated. That is to say, it demonstrates the
institutional complexity and diversity of possible answers to the problems of
governance in conditions of heterogeneity.

In all this, the Ostroms’ views converge with a new and innovative agenda
advanced in political economy, social philosophy, and political theory: the
study of the problem of governance and social order in circumstances of
deep heterogeneity, which lack consensus or correspondence of preferences,
beliefs, or information. The fact that most authors involved in these efforts
happen to be at the same time in search of an alternative to the epistemologi-
cal credo embraced by the mainstream makes things even more interesting.
This book is, in a sense, precisely about this path toward convergence, as seen
from the Ostromian side. As such, it shows how, exploring the themes of the
Bloomington school, we could both contribute to the contours of the emerg-
ing perspective and identify the measure in which the Ostroms provide a core
analytical and empirical dimension to this increasingly vibrant agenda.

Needless to say, an approach that makes out of the reality of heterogene-
ity a key point is more relevant today than ever. Diverse values, identities,
principles, and cultures clash in the global arena. Emigration, increasing
diverse populations within the boundaries of nation-states, demography and
culture, increasing technology-driven social segmentation and cultural hetero-
geneity—all challenge governance systems not only at the global and national



levels but also, increasingly, at the local level. All these phenomena revive the
theme of pluralism, diversity, and collective action with an unprecedented
intensity. The increasing preoccupation with it in current political and eco-
nomic theory is unavoidable once heterogeneity is recognized as a key feature
of social reality and as a genuine political and economic practical challenge.
In what measure is it possible to have an institutional order defined by free-
dom, justice, prosperity, and peace in an increasingly interdependent world of
diverse and conflicting views, beliefs, preferences, values, and objectives? This
is a discussion about the fundamental nature of governance (both domestic
and international) in the new era. With it, we are at the core of the major
political and economic challenges of our age. And at the same time, we are
at the cutting edge of contemporary social science and political philosophy.
The empirically grounded, applied institutional analysis of the possibility of
social order, governance, and economic performance in extreme conditions
that lack consensus or convergence of beliefs, preferences, and values seems
to be indeed the new frontier.

This project started as an attempt to look at a set of promising concepts and
themes that have emerged within the framework of the Ostromian research
program and that had a double characteristic. First, they had a central posi-
tion in the deeper architecture of the Ostromian system. Second, they were
still a work in progress, inviting further discussion and elaboration. The plan
was to introduce and further elaborate them, while exploring their analytical
and operational implications, and thus to offer the reader an introduction to
both the existing state and the potential of this important school of institu-
tional theory. An additional thought was at work in this plan: Bloomington
institutionalism is better known today mainly for the empirical work on gov-
ernance and collective action, with specific applications to public economies
in metropolitan areas as well as to the management of diverse common-pool
resources. However, that is only part of the story. Those lines of research are
rooted and embedded in a complex research program, a multifaceted system
of ideas that span from social philosophy to applied political economy. Hence
the intention was to go beyond the more salient and publicly visible pieces of
the research produced by the Bloomington scholars and to identify several
concepts that, at a more foundational level, reflect that less-known facet. The
assumption has been indeed that those concepts continue to be the bearers of
a significant potential for the renewal and advancement of the agenda.

However, as the book project grew, a larger pattern started to take form, a
pattern that went beyond the initial objectives, adding a new dimension to the
book. The initial plan remained embedded in the project (and the chapters
could still be read as separated concept-based vignettes of a broader intellectual
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landscape). Yet the underlying logic uniting these concepts and their interpre-
tation become more and more salient in the economy of the manuscript, and
the emphasis shifted slowly toward it. The broader vision and the logic that
gives these key concepts their most profound meaning became, in the end, the
tacit theme. Out of it came the implicit conjecture that the emerging petspec-
tive toward which the Ostroms’ work leads may be one of the boldest and most
profound propositions advanced in current social sciences. That is to say, it
is a sustained theoretical and analytical effort that (a) captures and addresses
the structural and functional variety of social institutions, seen as a function
of heterogeneity, and (b) follows up to the logical conclusion the normative
implications of that variety, in a pluralist philosophy of governance.

The two themes, heterogeneity and institutional diversity, are, accordingly,
two facets of the same problem, while the Ostrom type of institutionalism
is a foundational pillar of the research program that unites these two facets,
under a pluralist cupola. This is a pluralist perspective that goes beyond the
state-centered views, beyond the markets-versus-states dichotomy, and indeed,
beyond the policy models and solutions that assume the presence of large
areas of consensus and centralization. Notions such as “polycentricity” or
instruments such as the Institutional Analysis and Development (IAD) frame-
work, developed and advanced by Elinor and Vincent Ostrom, are thus to be
seen as ways by which this type of institutionalist political economy tries to
chart and analyze the complexity and diversity of human institutional arrange-
ments emerging from social and individual heterogeneity.

The book starts with a fresh and perhaps surprising interpretation of the
place and significance of the Ostromian perspective in the context of the rele-
vant intellectual developments in the political economy and social philosophy
of the second half of the 20th century. Then chapter 1 moves to overview the
research agenda focused on heterogeneity and its impact on collective action.
The findings growing out of this research line are interpreted and used as
an indicator for the current state of institutionalism and, by extension, of a
large part of contemporary political economy. The idea is that the evolution
of that agenda has reached a point where cumulated theoretical, normative,
and epistemological challenges are opening up the way for a novel stage in
thinking and theorizing about collective action, governance, and institutional
arrangements. The rest of the chapters may be read in a double key: (@) as a
look at how the Ostromian perspective responds to these theoretical, norma-
tive, and epistemological challenges and (b) as a presentation, interpretation,
and elaboration of several major underlying themes defining this perspective,
while placing these themes in the broader context of the relevant literature.



Chapter 2 focuses on one of the ways the Ostroms have tried to conceptu-
alize the complex problem of governance in conditions of heterogeneity and
diversity: the notion of polycentricity. Chapter 3 looks at how they have tried to
respond to the methodological and epistemological challenge of heterogeneity
and institutional diversity via the development of an original instrument: the
Institutional Analysis and Development (IAD) framework. Chapter 4 makes a
step further and introduces the issue of resilience as a nexus of institutional
processes that offers a unique window from the macro level into the inner func-
tioning of complex socioecological systems. The chapter illuminates how insti-
tutional diversity and polycentricity serve systemic resilience and reveals how
in dealing with this issue, the Bloomington perspective is bringing together the
domains of environmental science, economics, and institutionalism. Chapter 5
replicates the approach of the previous chapter, this time from the micro level,
and uses as an inside window the problem of institutional design and its agents,
a tacit but constant presence in the previous chapters. The chapter looks at this
problem through theoretical lenses highlighting the role of ideas, expectations
and predictability in social cooperation, notes the crucial position predictability
has in the emergence and the study of institutional order, and then explores its
implications for the ways we understand the relationship between institutional
theory (ideas), institutional theorists, and social reality. Chapter 6 concludes by
noting that the overview of Ostroms’ work in the light of some of its pivotal con-
cepts (such as polycentricity, institutional diversity, the IAD framework, insti-
tutional resilience, institutional design) reveals two things. The first is that this
work sets up the stage for a reconstruction of our very approach to institutional
theory by challenging us to rethink assumptions, methods, and entire theoreti-
cal perspectives. The second is that a certain philosophical profile, unmistak-
ably associable to the pragmatist intellectual tradition, seems to be latent in it,
both as an assumption and an implication. The chapter is a first attempt so far
to probe and elaborate the link between a foundational pragmatist perspective
and Ostromian institutionalism.

The book closes refocusing on the major underlying theme uniting all the
chapters: the idea that Ostroms’ work has, in nuce, all the attributes needed to
inspire and contribute to a powerful agenda, both innovative and consistent
with distinguished traditions of theorizing in modern political economy and
social philosophy. It is an approach whose defining feature is that it follows
steadily the logic of heterogeneity, institutional diversity, and value pluralism
up to its epistemic implications and that accepts the normative challenge
posed by it. In this respect, it is a natural extension to the next level or the
next stage of the current cycle of research on institutions, governance, and
collective action. Read in this light, the volume is a contribution to the efforts
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to further outline the contours of this next stage of debates and intellectual
investigations.

Before concluding these introductory comments, I must note that this book
tries to capture something of the spirit, not just the letter, of the Ostromian
perspective. The Bloomington research agenda has always had a trace of the
unconventional, the unorthodox. It has always managed to maintain a certain
detachment from the mainstream, sufficiently large to be intriguing, but not
large enough to place itself in the domain of the marginal. Now that institu-
tionalism is mainstream and that the specific type of institutional theory the
Ostroms have advanced is increasingly accepted and embraced in econom-
ics, political science, and social science, it is natural to ask in what measure
this spirit of unconventionalism, such a subtle but pregnant feature of the
school, may be preserved. This book may be seen as an attempt to articulate
one of the possible answers. The major themes discussed in it all point toward
some less-traveled paths. They reflect parts of the Ostromian universe that
continue to operate at the boundaries of the mainstream. While many ideas
advanced by the Ostroms have made it to the current mainstream, none of the
themes addressed in this book (from polycentricity and institutional resilience
to institutional mapping and the reassessment on pragmatist grounds of the
philosophical basis of institutional theory) has reached that level yet. They all
imply rich, intriguing, and potentially controversial research agendas that, in
some cases, in their further elaborations may even move away from the letter
of the original Ostromian line. However, in all cases they retain the bold spirit
defining Vincent and Elinor Ostrom’s attitude toward science, scholarship,
and the life of the mind.
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[nstitutional Diversity,
Heterogeneity, and
Institutional Theory

ELINOR AND VINCENT Ostrom'’s affinity for the themes of institutional diver-
sity, pluralism, and heterogeneity comes from two major sources. The first
is foundational. The Ostroms operate from the perspective of what in social
philosophy has been called a pluralistic worldview or paradigm. For them,
diversity, pluralism, heterogeneity are “social facts,” an inescapable condi-
tion of the social world. Similarly, for them the institutional arrangements
people generate in response to this inexorable and irreducible feature of the
world are and need to be pluralist. In other words, when it comes to organiz-
ing human coordination and interdependence in diverse circumstances, with
diverse preferences, endowments, and beliefs, institutional pluralism is a fact,
a challenge, and a prima facie normative answer. If that is the case, then the
pluralism of criteria and values should as well define the way institutions and
their performance are assessed. Last but not least, all of the above encourage a
pluralist approach to the methods and theories used to analyze and explain the
nature and functioning of institutions and social order. All in all, Ostromian
institutionalism seems to have a strong pluralist bent.

When situated in the context of modern social philosophy, the Ostroms
stand indeed in the category of thinkers who subscribe to the view that social
heterogeneity and the divergence of values, beliefs, and preferences are the
crucial elements of an adequate understanding of the central problem of
social, politic, and economic order. Even more interesting, if we follow authors
such as Lukes (2003), Tallise (2012), Gaus (2003), and Lassman (20m) we may
even distinguish between two different branches or views of pluralism, among
the broad range of pluralist scholars.

On the one hand, toward one end of the spectrum, are the “moderates,”
authors who while acknowledging the profound challenge of diversity and



pluralism, still try to build their approach on a common grounding princi-
Ple, a counterweight to heterogeneity, able to anchor in the last resort both
social agents and the theory of social order. John Rawls, James Buchanan, and
Jiirgen Habermas are among the best-known examples. Yes, the argument
says, heterogeneity is a problem, but, fortunately, hidden within diversity is a
really deeper focal point or functional principle—diversity may be in the end
neutralized via one form or another of homogeneity. A shared “point of view,”
a shared conception of the fundamental goals, some form of agreement or
consensus is somehow possible by definition. We should base our approach
on that focal point and consequently progressively shift our main focus away
from the issue of diversity. That is to say, general solutions transcending the
differences of a heterogeneous social landscape are possible because diver-
sity, at its most basic level, can be circumvented, neutralized, normalized.
Ultimately, the approach is based on the supposition that “if we could only
achieve ‘normalization,’ if only the problem of social evaluation could be
reduced to the reasoning based on a single perspective, then we would have
solved the problem of uncovering the social rules (laws, basic structure, or
whatever) that would promote the common good” (Gaus 2011, 2).

On the other hand, toward the other end of the spectrum, are the more rad-
ical pluralists, scholars who question the faith in universal theoretical or insti-
tutional strategies able to offer a general solution via reducing heterogeneity
and divergence to some second-best form of convergence and homogeneity.
They challenge the assumption that agreement, consensus, and homogeneity
should be treated as the natural and default position. Diversity, divergence,
disagreement are unavoidable characteristics of our social conditions. In a
realistic vein, they claim that we should treat this condition as a state of fact,
not as a malfunction, an accidental defect, a transitory deviation from the
natural equilibrium point (to be discerned through a combination of analyti-
cal reason and intuition by the philosopherking or the economist-king). At
minimum we should be ready to accept that both homogeneity and heteroge-
neity have a foundational role to play. Consequently, we should be prepared
to think in contextual and situational terms, about a variety of solutions to the
variety of problems, identified by a variety of people in a variety of circum-
stances, sometimes involving profound trade-offs and irreconcilable tensions
and sacrifices. This is the tradition defined by the work of an entire range of
authors starting with Isaiah Berlin’s classical take on pluralism and leading
to the current exploration of the nature and implications of diversity and het-
erogeneity advanced by Gerald Gaus (20u) and Scott Page (2007). This is the
tradition that looks at the interplay between homogeneity and heterogeneity,
never forgetting the importance of the former but focusing mainly on the
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latter. And this, claims this book, is the tradition toward which leads the logic
of the Ostromian project. This book will illuminate how and in what measure
the work of the Bloomington scholars is or could be a contribution to the con-
solidation, renewal, and reconfiguration of this tradition, in the context of the
increasingly converging efforts of a group of scholars that sometimes in coor-
dination, sometimes independently, seem to be on the verge of transforming it
into a major alternative in contemporary social sciences and social philosophy.
However, for now, we need to return to the sources of the Bloomington school
institutionalism’s affinity for the problems of heterogeneity and pluralism.

If the first source was related to the very foundational assumptions and
attitudes, the second is related to the evolution of the research program set
into motion on the bases of the initial, original principles and ideas. Indeed
it may be debatable in what measures the Ostroms were from the very begin-
ning fully aware of the profound pluralism embedded in their approach. It
seems more likely that the all-the-way-down pluralism (sociological, institu-
tional, epistemological, methodological, etc.) grew in time, and was revealed
more or less indirectly as the Bloomington research agenda progressed. For
instance, the empirical work done in various settings on themes related to
governance seems to have been an ongoing source of insights reinforcing
a particular trend in the evolution of the Ostroms’ thought. In other words,
Ostromian pluralism, the focus on heterogeneity and institutional diversity,
was not the result of purely axiomatic thinking, the deduction of propositions,
conclusions, and corollaries from a particular set of assumptions about social
order and its optimal institutional arrangements. Instead, it was a process that
was checked, calibrated, and validated step by step, over the years, by the ongo-
ing rethinking and confrontation with the empirical reality—in brief, a long
and tenuous process of discovery, growth of knowledge, and self-clarification.
This is the reason one presents and discusses it in terms of a trend, a direc-
tion toward which leads the logic of the Ostromian approach. And this is the
reason why the Bloomington school’s contribution to the emerging new para-
digm is best seen not in doctrinaire terms but as driven by a series of sepa-
rated yet related research endeavors, each incrementally bringing to light new
elements (or validating already existing ones) as an outcome of an ongoing
dialogue between theory and empirical reality.

If that is the case, then, in all probability, the best way to start our discus-
sion of the Ostroms’ institutionalism is to use as a vehicle the developments
taking place on one of the main research fronts in one of the major areas in
which they invested their efforts. Looking at concrete attempts to disentangle
the complex factors and forces determining governance and collective action
will illustrate the intrinsic logic of their approach and the direction in which
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it presses on. It is important to note the large measure in which the empirical
front is a chief driver of its pluralist orientation. The growth of knowledge tak-
ing place on it (as well as the dead ends) invites conceptual, methodological,
and epistemological responses, and these responses seem to be more often
than not on pluralist lines. Later in the argument the broader and bolder con-
ceptual, methodological, and philosophical facets will be addressed at length.
However, for now it is important to show in a concrete way how a specific cycle
of research, on a specific key theme, both echos and (possibly) shapes the gen-
eral direction of the Ostromian perspective,

Given the fact that the Bloomington school is so famous for its work on
collective action, the choice of the investigations on these topics as our work-
ing example should not come as a surprise. We'll hence take as a starting point
the challenge entailed in Elinor Ostrom’s remark that although in the relevant
literature “the assumption of homogeneity was made for theoretical reasons,”
it had been too often used as a close approximation of reality, despite the fact
that “heterogeneity is a preeminent aspect” (Ostrom and Keohane 1995, 7-11;
Ostrom 2005). More precisely, we'll start our incursion into the domain of the
institutionalism of diversity and pluralism with a closer look at the research
program investigating the impact of heterogeneity on collective action. The
choice is reinforced by the conjecture that heterogeneity (understood as oper-
ating under conditions of interdependence and imperfect information) is the
most profoundly defining element of institutionalism, or at least of the variety
of institutionalism advanced by the Ostroms. In brief, this chapter will use
the theme of heterogeneity and the conclusions based on research on it as a
vehicle. The objective is to show that, if seen in this context and if fully devel-
oped to its logical conclusions, the Ostrom type of institutionalism announces
itself as a unique contribution to a broader perspective acknowledging and
dealing consistently with the problem of heterogeneity and its consequence,
institutional diversity.

Heterogeneity: Findings and Challenges

The definition of heterogeneity used by the Bloomington school institutional-
ists has come in time to pivot around three dimensions or facets: heterogeneity
of capabilities, heterogeneity of preferences, and heterogeneity of beliefs and
information (Ostrom and Keohane 199s; Poteete and Ostrom 2004; Poteete,
Janssen, and Ostrom 2010). However, the literature defines and operational-
izes the concept in multiple and sometimes richer ways and, in reviewing the
literature, it is important to look at the entire range of heterogeneities con-
sidered relevant by various authors: economic, technological, social, cultural,
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racial, ethnic, linguistic, gender, community, education, and even personal
experience. The Bloomington scholars themselves vacillate between the more
constrained and the rather liberal uses. But, irrespective of perspective and
definition, the preoccupation with the problem and its many facets has been
a result of necessity: the limits of models and theories based on the assump-
tion of homogeneity were a major motivator for such efforts. In the literature,
the first-generation models based on the “representative agent” were crucial
for the development of an entire family of rational choice theories linking
individual decision-making to aggregate data. Yet the notion that aggregate
behavior can be explained on the basis of the behavior of a single type of unit,
a homogenous “representative agent,” was increasingly questioned. That was
especially the case in the wake of the birth of a new research agenda: fieldwork
having research designs framed by rational choice political economy theories.
Pioneers of such studies, the Ostroms pointed toward heterogeneity, diversity,
context, and situational logic as critical elements in the analysis of institutions,
governance, and collective action. Indeed, very soon heterogeneity was becom-
ing salient for an increasing number of authors.

This salience was also reinforced by the fact that any discussion of size,
scale, and numbers in collective action has sooner or later to come to terms
with the fact that the problem of the number of actors involved is related to
the problem of heterogeneity. Collective action is indeed essentially defined in
terms of numbers, of multitudes. The very notion evokes first and foremost
the quantitative aspect. However, as those authors studying it rapidly noted,
the number and the heterogeneity of actors tend to be related variables. Both
have a special place in the studies of collective action and governance, looming
large. Yet at the same time researchers noted that in an overwhelming number
of instances of collective action, problems of number could be converted, for
analytical and normative purposes, into problems of heterogeneity. In a com-
plex, dynamic social system, number and heterogeneity are not independent
variables, and for most analytical and normative purposes, it is not number
per se that is important, but only its effects on the problem of collective action.
By keeping track of heterogeneity, one is implicitly keeping track of the rel-
evant scale aspects and, at the same time, including some other possibilities
that might be lost if the focus were just the issue of number. For instance, a
focus on heterogeneity brings with it two other important elements that are
intrinsic to its very conceptualization: interdependence and the possibility of
imperfect information, based on asymmetries between social actors. Setting
aside such corollaries, we should simply note that one of the most effective
ways the literature deals with the number-heterogeneity issue is by develop-
ing the notion of “second-level dilemmas” or “second-level collective action.”



The “collective action within a collective action,” subgroup segmentation, and
self-selection of participants contributing to collective goods are mechanisms
by which, ultimately, a problem of numbers becomes (or may be addressed as)
one of heterogeneity. Thus, all in all, the theme of heterogeneity comes to be
recognized as central,

This interest in heterogeneity has taken two directions: The first has been
more radical. In time it led to the thesis that in a “complex system,” because
of heterogeneity, complexity, and interaction, one cannot explain aggregate
dynamics as the sum of the behavior of individuals, Emergence, clustering,
thresholds, and nonlinear and discontinuous relationships are the norm
(Miller and Page 200%). The aggregate is different from the sum of its parts.
Even more, the aggregate in its dynamics may strongly determine individual
behavior. This is a new form of holism whose practical implications are more
often than not unclear. The relative unpredictably of “emergence” phenomena
and the associated processes at the level of “the whole” suggest rather ambigu-
ous normative and policy insights. Thatis why the attention of the Bloomington
institutionalists, whose interests were always strongly driven by the norma-
tive and policy side, was on the second, more operational perspective. In this
second view, the problems associated with the aggregation of heterogeneous
agents are of central relevance, but the holistic and nondeterministic impli-
cations are toned down. Agents have asymmetric features and endowments,
and the structure of the aggregate process may have a logic different from that
of the individual behavior. Yet the discontinuity between the two levels is not
assumed to be so massive, prevalent, and inscrutable for immediate practical
purposes. Dramatic threshold effects are not a key feature. This is a perspec-
tive driven more by case studies, fieldwork, the analysis of events and pro-
cesses in historical time, surveys, and lab experiments, as well as by concrete
case-based scenarios, than by the radical propositions inspired by simulations
interpreted through complexity theory and agent-based modeling. &

At this stage the question is this: How do we understand heterogeneity
and its consequences in the light of recent research dedicated to the issue?
What do we know today about the role that heterogeneity plays in various col-
lective action situations? Revisiting the theme of heterogeneity and its conse-
quences, as well as the relevant scholarly developments related to it, what have
we learned during the last several decades? What insights have we reached
about collective action and governance in conditions of heterogeneity and
about the theories that guide our attempts to explain and understand them?
What do those lessons entail in terms of the next steps and the future agenda?
Are we closer to understanding the design principles able to guide collective
action and governance in conditions of heterogeneity? In other words, what
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are the implications of what we know today for the knowledge base on which
institutional theory, institutional design, and normative considerations are to
be built? The scope of the exercise is clear: We want to overview some of the
key insights that are emerging from the various attempts to explore theoreti-
cally and empirically the implications of heterogeneity and thus to provide the
background against which we'll be able to appraise in context the relevance of
the Ostroms’ proposition as well as to address the broader facets and implica-
tions of the institutionalist perspective they advance.

At the very beginning two major theses are on the table: on the one hand,
the thesis that heterogeneity has negative effects on collective action; on the
other hand, the thesis that there are nontrivial positive effects, more precisely,
that in many instances, heterogeneity increases the chances of collective
action. Let's use as a starting point Lore Ruttan’s (20006) attempt to system-
atize a part of the relevant literature. Her study looks at the effect of social
and cultural heterogeneity on collective action and the management of natural
resources, and more precisely of the commons. Ruttan organizes the discus-
sion around the two sets of precisely defined hypotheses.

The first originates in the work of Oliver and Marwell {zo01; Oliver,
Marwell, and Teixeiria 1985). The argument is that “heterogeneous groups
would not generally behave the same way as homogeneous groups” and that
the emphasis on heterogeneity in model building reveals the phenomena of
the critical mass and leadership (defined as “the subset of highly interested
and/or highly resourceful people” who play a crucial role in the critical phases
of collective action). Heterogeneity is thus seen as a potential facilitator or a
precondition of innovation and leadership. Central to these arguments is the
use of production functions (the relationship between the effort invested in
providing a collective good and the quantity of the collective good). The cru-
cial link between heterogeneity and leadership-entrepreneurial action is deter-
mined by the shape of the collective goods production function. Differently
shaped functions induce different kinds of actions. Accelerating and decel-
erating curves determine the dynamics of collective action at different stages
and induce different strategies depending on stage. Hence there are phases
of collective action that have different properties. In certain stages, entrepre-
neurs may have the incentive to act either to provide a collective good or to
absorb the costs of organizing people to do that. The bottom line is that rela-
tively small groups of people are often at the core of action. The importance of
a small initial group leads to the idea of “second order” collective action. This
is indeed the logic behind the argument that in the analysis of most collective
action situations the problem of number may be reduced in the end to a prob-
lem of heterogeneity.
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The second set of hypotheses is broadly based on the analysis of the con-
ditions leading to solution to the collective action problem, as developed by
Elinor Ostrom’s book Governing the Commons (1990). Ruttan questions inter-
pretations that take Ostrom’s work to mean that homogeneity is a necessary
condition for successful outcomes. She suggests the following twofold inter-
pretation: (a) Success is most likely when users have similar discount rates,
similar views of the resource, and high levels of trust, while (b) trust and simi-
larities in cultural view of the resource might be intervening variables. In this
case, social heterogeneity may reduce levels of trust and/or create different
preferences of cultural views about how the resource is to be used and man-
aged. It is more likely that sociocultural heterogeneity has a negative effect on
outcomes.

Ruttan tests these specific alternatives against data on 40 fisheries and
54 irrigation cases contained in the Common-Pool Resource Database. The
results, she writes, “do not support the hypothesis that sociocultural hetero-
geneity is associated with positive outcomes, and in fact, among the irrigation
cases, more entrepreneurial activity is observed when there is homogeneity.”
There is “only very slender support for the idea that sociocultural differences
result in heterogeneity in preferences that in turn induces some individuals
to take on an entrepreneurial role in facilitating collective action.” However,
results support the argument that “trust is required for successful outcomes
and that heterogeneity can limit levels of trust.” Finally, and very important,
while engaged in the exercise, she notes an important observation: the evalua-
tion of the impact of heterogeneity depends heavily on how success is defined.

For now let's note that Ruttan doesn’t seem to be very surprised by
the results. Indeed, she mentions a number of works that, in some sense,
have set up her expectations. Baland and Platteau (1996) and Bardhan and
Dayton-Johnson (2002) find that differences in economic endowments or
in sociocultural attributes of the resource users affect the levels of free rid-
ing. The same Baland and Platteau (1999) argue that in the context of eco-
nomic inequality, the same conditions that lead some individuals to have an
increased preference for the collective good lead other individuals to have a
diminished interest.

In fact the literature is very generous in presenting studies such as (or
those surveyed in) Habayrimana et al. (2009) that conclude that heterogene-
ity has negative effects, and that trust may mediate the relationship between
sociocultural heterogeneity and success. Works such as Vadeld (2003) find
that distributional conflict “may occur where resource users have substan-
tially different culture views of the resource,” and other field and laboratory
results support the idea that reduced levels of trust have negative effects
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on cooperative outcomes (Ostrom and Walker 2003; Jones 2004; Hackett,
Schiager, and Walker 1994).

Going beyond the boundaries of strict commons and natural resource gov-
ernance studies, one interesting area of research on the impact of heteroge-
neity on collective action has been the investigation of its consequences for
social capital. Once social capital is seen as group participation (volunteering,
organizational membership, voting), as strength of network ties (trust), or as
community commitment, the direct relevance for the broad equation of collec-
tive action becomes evident. Using General Social Survey data, Alesina and La
Ferrara (2000) find that organizational membership and group participation
are lower in metropolitan areas that feature greater racial and ethnic diversity
and higher income inequality. Costa and Kahn (2003) use data from US cities,
metropolitan areas, and urban counties to show that “the share of spending on
such productive public goods as education, roads, sewers, and trash pickup is
inversely related to the area’s ethnic fragmentation even after controlling for
other socioeconomic and demographic characteristics.” Heterogeneity does
not increase civic engagement. Diverse communities, with heterogeneous
members, participate less, measured in both time and money. In addition
their voting, and their willingness to take risks to help others, is diminished.
Miguel and Gugerty (2002, reported in Costa and Kahn 2003) find that there
is lower school funding in communities that are more ethnically diverse. The
list of relevant findings, following Costa and Kahn (2003), is pretty consistent
in its results: Public goods expenditures are inversely related to an area’s eth-
nic fragmentation (Alesina et al. 1999). Trust is higher when race and nation-
ality coincide (Glaeser et al. 2000). Support for welfare spending is higher if
a greater share of welfare recipients is from one’s own racial group (Luttmer
zo01). State spending on education is lower when the share of elderly is rising
and they are from a different racial group than schoolchildren (Poterba 1997).
The census response rate is lower in counties where ethnic fragmentation is
greater (Vigdor 2001, reported in Costa and Kahn 2003). And so on...To sum
up: civic engagement tends to be lower in more heterogeneous groups, societ-
ies, and communities.

The study of cooperation and regimes in international relations is by defini-
tion the domain where the assumption of heterogeneity and interdependence
in various forms and shapes is central (Keohane and Nye 1977; Martin 1994;
Keohane 2002; Snidal 1994). International relations studies are emblematic
examples showing how heterogeneity is a real challenge to coordination and
collective action. Different authors emphasize different kinds of heteroge-
neity, from differences of structure and endowments of states as actors, to
different types of actors altogether. The more the position of the state as a



unit of analysis has been challenged by internal economic developments, by
the role of transnational non-state actors and by transnational issues such as
environmental problems or terrorism (Janssen et al. 2006; Oberschall 2004)
the more the theme of deep heterogeneity and its implications has become a
background reference point in international relations theorizing. The result
is the widespread acceptance of the notion of a much more heterogeneous
international arena, involving not just state actors, but many different private,
state, and private-public partners, operating at different scales: “The logic of
collective action is becoming a heterogeneous, multilayered logic, derived not
from one particular core structure, such as the state, but from the structural
complexity embedded in the global arena” (Cerny 1995, 595).

In this context, when it comes to the theme of heterogeneity and number,
Arce (2000) is typical when he argues that the success of international envi-
ronmental protocols is a function of scale but at the same time notes that the
entire theory involves a heterogeneous population: “The global diversity of
economic development itself is often viewed as a major stumbling block for
the formation of regimes.” Heterogeneity implies “asymmetric levels of provi-
sion (or abatement)” and raises questions about “the ability of international
regimes to accommodate differences between various countries of the world”
(Arce 2000, 754). It is a very good illustration of the ways heterogeneity reas-
serts itself as a key variable even when scale is meant to occupy the first stage.
The fact is that in a field like international relations theory, it is difficult to
diverge too much from the thesis that heterogeneity poses real challenges for
global coordination and collective action.

The pattern emerging so far seems to suggest at least skepticism regarding
the positive effect of heterogeneity on successful collective action. Yet, overall,
the literature dealing with collective action reveals huge gray areas of ambigu-
ity. The final results are more nuanced, and they complicate things by showing
how context-dependent and ambiguous are all our findings when it comes to
collective action. Baland, Bardhan, and Bowles (2007) note that “the complexi-
ties of the relationship between inequality and collective action are in need for
more context-specific empirical investigations into different types of alterna-
tive mechanisms through which the relevant processes may operate.” Hence
the existing alternatives are not limited to pessimism and skepticism. After
all, one has as a key exhibit Scott Page’s work celebrating the “difference” and
claiming that heterogeneity is a condition, even a strategy, of success.

Page’s book (2010) explains how diversity produces collective benefits,
and more precisely, the conditions under which diversity produces benefits.
It analyzes problem solving and prediction in collectives of people, the cre-
ation of alternative solutions, and the evaluation of possibilities, all crucial for
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collective action. Page argues that given a set of conditions, diversity trumps
homogeneity: “collections of people with diverse perspectives and heuristics
outperform collections of people who rely on homogeneous perspectives and
heuristics.” In addition to that, diversity trumps ability: “random collections of
intelligent problem solvers can outperform collections of the best individual
problem solvers.” At least in theory, cognitive heterogeneity (of perspectives
and heuristics) may be in fact a facilitator of collective action solutions,

Thus there are studies that argue strongly in favor of “differences”
(Page 2007; 2010), there are studies that report no general effect of hetero-
geneity (Bardhan and Dayton-Johnson 2002), and there are studies that do
suggest positive or at least context-dependent effects (Ruttan 1998; Ruttan
and Borgerhoff Mulder 1999; Andersson and Agrawal, 2010; Agrawal 1998;
Vedeld 2003). In some cases, the same study gives mixed signals. Baland,
Bardhan, and Bowles (2007) conclude that in some settings inequality inhib-
its collective governance but in other settings the effect of inequality is minor
in comparison to other factors. Anderson and Paskeviciute (20006) examine
how heterogeneity defined on ethnic and linguistic parameters affects citizen-
ship behavior (measured by cognitive and interpersonal engagement about
politics), membership in voluntary associations, and interpersonal trust. They
report that their data from 44 countries show that “heterogeneity does affect
the quality of civil society in a country.” Heterogeneous societies have prob-
lems of trust, “but it is linguistic rather than ethnic heterogeneity that reduces
trust in less democratic societies.” However, “indicators of population hetero-
geneity do not have uniformly positive or negative effects on individual-level
measures of civil society—while they reduce some, they shore up others.”
Hence, “heterogeneity may be a necessary ingredient for building a vibrant
and stable civil society and democratic life rather than being a prime cause of
democratic distress” (Anderson and Paskeviciute 2006, 783).

One may think that adding to our inventory further subliteratures that
focus on the issue from different angles may change the direction of the
assessment. But the fact is that the general haziness of the findings will per-
sist. New perspectives may be brought into the picture by looking, for instance,
at the studies focused on heterogencity as a facilitator of leadership/entre-
preneurship. These are studies in which leadership is considered “a nonco-
operative means to achieve (more) cooperation in social dilemma situations”
(Arce 2001). Levati, Sutter, and van der Heijden (2007), for example, focus on
leadership and the private provision of a public goods when group members
are heterogeneously endowed. Results show that in cases of homogeneous
endowments, the average contribution is higher. “Leadership is almost inef-
fective, if participants do not know the distribution of endowments.” However,
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“the presence of a leader increases average contribution levels.” Yet another
hint at the complexity of variables in play.

Speaking of endowments, Levati, Sutter, and van der Heijden (2007) men-
tion the research line opened by Warr (1982; 1983) on the impact of income
distribution on voluntary contributions to a public good. Warr’s initial conjec-
ture was that group contributions should be invariant under redistributions
of income. But as Levati et al. (2007) report, Chan et al. (1996; 1999) actually
“find that on average, this turns out to be true in a nonlinear setting, although,
contrary to Warr's income-neutrality postulate, the rich tend to undercontrib-
ute and the poor to overcontribute relative to their endowments.” On the other
hand, note Levati et al. (2007), Cherry, Kroll, and Shogren (2005) use a linear
public goods game to show that “average contributions are lower with asym-
metric rather than symmetric endowments.” Van Dijk and Wilke (1995, 1-2),
using an asymmetric step-level public goods game, find that “participants
with a twice as high endowment contributed almost twice as much as low
endowed participants.” The same Van Dijk (this time with Grodzka, 170-1)
(1992) observes “no significant difference between participants with high and
low endowments.” Aquino, Steisel, and Kay (1992, 665) find “strong support
for the hypothesis that inequality leads to decreased cooperation.” In the light
all of the above, it is plain why Levati, Sutter, and van der Heijden (2007,
813-14) are compelled to conclude that “the evidence on the effect of asym-
metric endowments on cooperation levels is thus far from being conclusive.”

Before concluding this bird’s-eye view on a good sample of insights emerg-
ing from the research done in the last 20 years or so on heterogeneity in col-
lective actions, one should bring up Heckathorn’s work, not only because of its
emphasis on sanctions but also because it illustrates in such a clear way one
of the most important insights emerging from this family of research efforts.
Heckathorn builds on the already mentioned line of research opened by
Marwell and Oliver (1993, 2001), a line of research whose leading conjecture is
that heterogeneity is a positive force for collective action for several reasons: It
facilitates the organization of uncoordinated individuals; it weakens the cohe-
sion of social groups; and in general it shapes the structure of opportunity
costs of collective action that move the groups and individuals along the pro-
duction function curve regions in areas that may inhibit or encourage action.
Heckathorn’s work illustrates how sensitive are the results to contextual fac-
tors and different models and variables setups. He explores the link between
group heterogeneity and collective action in three regimes: “voluntary” sys-
tems (domains of unrestricted decision-making, with no sanctions); “compli-
ance” systems (domains with sanctions to enforce cooperation, in which there
are norms compelling actors to participate in public goods production); and
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“balanced” systems (domains in which there are sanctions both for and against
cooperation). The findings are both telling and intriguing. When the average/
mean interest is low, heterogeneity increases cooperation in all three types
of systems. Cooperation increases most in the compliance systems, least in
the voluntary systems, with the oppositional or balanced systems in between.
However, there is “a transitional range after which heterogeneity produces
even higher cooperation for voluntary compliance systems but produces lower
cooperation for compliant control systems and drastically lower cooperation
for oppositional control.” Resource and cost heterogeneity “improve voluntary
compliance when conditions are otherwise unfavorable but have little effect
on systems with sanctions” (Heckathorn 1993, 329).

One thus may see how a more nuanced and complex understanding could
be achieved with each further specification of the model applied. As Ostrom
(1998, 15) put it, “this illustrates how changes in one structural variable can
lead to a cascade of changes in the others.” A small change “may suffice to
reverse the predicted outcome.” The context or the regime matters. Yet this
volatility and the variability it entails raise serious doubts about the possibility
of isolating and charting the code of collective action via the heterogeneity fac-
tor. One could get out of such analytical exercises a better understanding of the
phenomenon, but no universal key or general model. It would be wonderful to
be able to establish a straightforward, plain, linear relationship between het-
erogeneity and collective action, but the most likely result is the identification
of a variety of mechanisms and linkages connecting possible configurations of
variables of interest, in various scenarios. We thus come to understand “how
difficult it is to make simple bivariate hypotheses about the effect of one vari-
able on the level of cooperation” (Ostrom 1998, 15). This conclusion was rein-
forced by Oliver and Marwell (2001, 293)—representing the other great line
of research on heterogeneity mentioned at the beginning of this section. In
collective action and governance studies, they write, “it is necessary to move
from simple mono-causal theorizing about ‘collective action.’” Things may
be even more challenging. In fact, write Oliver and Marwell (2001), it may
be the fact that there is no single and unitary social phenomenon under that
label. One needs “a disciplined search for the distinctions among different
types of collective action and the factors that distinguish them.” These are very
important conclusions, indeed. Their implications for the way we think about
institutional theory and design are considerable. And it looks like the case
for pluralism and diversity (or for that matter for heterogeneity), if it is to be
made, has to rest on a much more sophisticated line of argumentation than
one limiting itself to simple causal analysis and the simple political economy
models based on it.
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A Set of Preliminary Implications

The preceding overview of a sample of the relevant literature through the
lenses of three theses (heterogeneity facilitates the initiation of collective
action; heterogeneity impedes the initiation of collective action; heterogeneity
can either facilitate or impede collective action, depending on context) shows
that reconciling the conclusions of various attempts to confront the theory
with empirical reality is difficult. Many of these studies were done under dif-
ferent assumptions, different models, and different variables. Some broad pat-
terns seem to emerge, but we need to recognize that social and institutional
arrangements such as those under examination are “complexly organized and
that we will rarely be able to state that one variable is always positively or
negatively related to a dependent variable” (Ostrom 1998, 16). In these circum-
stances it should be no surprise that “the kind of theory that emerges from
such an enterprise does not lead to the global bivariate (or even multivariate)
predictions that have been the ideal to which many scholars have aspired”
(Ostrom 1998, 16). That doesn’t mean that it is not possible to have theoretical
predictions. It means “only that they cannot be simple and global. Instead,
the predictions that we can validly generate must be complex, interactive, and
conditional” (Marwell and Oliver 1993, 25).

We are now very far away from the broad initial generalizations of the
“tragedy of the commons” or the “logic of collective action” of the early litera-
ture. In the years that have passed since, social scientists have been increas-
ingly put in the position of reconsidering their efforts to build “the theory of
collective action.” After all, this seems to be one of those domains in which
“it is not possible to relate all structural variables in one large causal model,
given the number of important variables” (Ostrom 1998, 14). Today scholars
are more than ever ready to acknowledge that “there are many different issues
and many different kinds of collective action and that one can shade into the
other depending upon the structural characteristics of the situation” (Marwell
and Oliver 1993, 25).

Where does all this leave us? What are the implications? The reaction to
these conclusions depends indeed on our initial expectations. For those start-
ing with great expectations of finding the “grand theory” and “the solution” to
the Problem of Collective Action and Governance, they are indeed disappoint-
ing. No grand design blueprint seems to be emerging. On the other hand,
those starting with more modest expectations may be satisfied with the fact
that at least we better understand the limits of our approaches. It is impor-
tant to note that these conclusions apply not only to the specific domains
focused on by the Ostroms and their associates, but to the broader field of
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the game-theory-based new institutionalism. In this respect the discussion
is indeed, as it has mentioned from the very beginning, a discussion about
institutionalism in general and about its future.

Taking a broader stand, let’s focus now on a preliminary set of implica-
tions and conclusions emerging in light of all of the above. A brief look at
theoretical and analytical, applied and normative implications will reveal how
this perspective is integrating itself into a broader framework, spanning social
scientific prediction and moral philosophy, a framework that points to a par-
ticular horizon of epistemological and social philosophy. In brief, one may see
that a set of principles (theoretical, normative, and applied) seem to consis-
tently underlie the institutionalist enterprise, as sketched by E. Ostrom, giving
it a certain tone and stance, and imprinting on it a certain logic and direction
of development.

Let's start with the theoretical and analytical level. One of the most salient
implications is that one needs to rethink the aims and limits of our attempts
to theorize and generalize in this domain. We are approaching a point in
which we need to realign our methodological and epistemological expecta-
tions and assumptions to the realities of the last cycle of empirical research.
The gap between the theory-building and generalizing ambitions of the initial
approach and the ensuing results requires a recalibration. The alternatives
suggest a departure from the traveled path. For example, in response to this
challenge, Oliver and Marwell (2001, 308) advance the notion of “response
surface” as a tool aimed at helping us to think “about the complexities involved
in collective action.” A response surface is “a k-dimensional graph of an out-
come variable as predicted by k — 1 independent variables.” Outcome is the
variable that one decides defines best the solution to the collective action/good
problem in case (the total contribution, the number of contributors, etc.). The
independent variables are the standard ones, such as group size, the shape of
the production function, the degree of interest and resource heterogeneity,
and so forth. There are regions of the response surface in which the values
and combination of variables make collective action impossible and regions in
which collective action is made possible. “It is obviously impossible to study
all possible independent variables at once,” argue Oliver and Marwell (2001,
308), “but when we write models, we should be envisioning the location of
our model within the full response space, recognizing what is being held con-
stant (and at what level) and what is being varied (and within what ranges).”
This, they suggest, is a heuristic strategy that may work better than the current
one: “Envisioning the full response surface should be linked with a search
for controlled comparisons and thoughtful experimental designs to clarify
complex interdependencies. This is all too rare. Instead, most of us seem to



approach modeling so that we can say something like, ‘See, I can make my
model do something different from what your model did.’” The alternative
seems therefore superior: “simply explicitly listing the factors held constant
and comparing them to other models might more readily call to attention
seemingly unimportant operational decisions that turn out to make big differ-
ences in the results” (Oliver and Marwell 2001, 308-9).

Recognizing the significance of all of the above, Elinor Ostrom introduces
the notion of “theoretical scenarios.” An alternative to grand generalizing
could be to build scenarios of how “exogenous variables combine to affect
endogenous structural variables.” Their function is first and foremost heu-
ristic. They are an instrument that facilities understanding. It is possible to
“produce coherent, cumulative, theoretical scenarios that start with relatively
simple baseline models. One can then begin the systematic exploration of
what happens as one variable is changed.” The logic of combinations and per-
mutations reinforced by empirical verification would guide the research, The
reason behind explanation and analysis reveals something important about
the phenomena. But the most important thing is that at the end of the day,
one could hence see how this line of research ends up confronting us with,
as Ostrom (1998, 15-16) put it, “a world of possibility rather than of neces-
sity.” That is to say, “we are neither trapped in inexorable tragedies nor free of
moral responsibility for creating and sustaining incentives that facilitate our
own achievement of mutually productive outcomes.” Possibilism entails plu-
ralism. Institutional arrangements are not predetermined; they are not a mere
matter of a combinatorial theory of variables and forces but also a matter of
human deliberation, decision, and responsibility. In this respect, human deci-
sions are important not as expressions of mechanical maximizers but of moral
agents able to imagine and create alternative rules and bear the responsibility
for alternative courses of action. Such conclusions immediately suggest the
next dimensions: the applied and normative.

When it comes to the applied level, the first thing to recall is that relax-
ing our ambitions for theoretical and empirical generalization implies a
limitation of our expectations regarding the nature and power of the institu-
tional design principles derivable from our data. Overall, the evidence points
toward the idea that, more often than not, heterogeneity impedes collective
action. And yet sometimes heterogeneity may facilitate it, depending on vari-
ous factors and conditions. This conclusion is definitely baffling for practical
purposes. Context matters, and institutional design is an enterprise largely
driven by context and circumstances. Various configurations of homogeneity
and heterogeneity seem to be crucial factors in institutional design, irrespec-
tive of what one thinks of the general directions and forms of influence. And
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heterogeneity brings with it an entire set of problems that remain dormant
as long as one is concentrated on merely determining the relation between
homogeneous actors and predefined rules.

The message is that irrespective of what we think about theory, when it
comes to policy, applied-level work, the configurations of circumstantial vari-
ables cannot be dismissed as mere outliers. As Scott Page (2010D, 4-5) has
demonstrated, relying on means or averages in policy analysis and design
can be misleading. For that reason economists, “especially those interested in
policy effects,” have reached the conclusion that heterogeneity “pushes back
against the tendency towards averaging” (Page 2010b, 4~5). This is a real chal-
lenge for any field or project that aims to be relevant for institutional design.
Alternatives to averaging need to be further developed. This is to say that
scholars who look at scientific results as a basis for social interventions have
to rethink in some fundamental respects their approaches and the method-
ological apparatus supporting them.

Could one simply limit the study to the mere documentation and “les-
sons learned” from the wealth of institutional design experiments and cases
available to us? Or should one try to go beyond that and identify broader insti-
tutional design principles? If the second, what would be the basis of general-
ization for these principles? These are serious questions for a research agenda
that has reached the conclusion that a general theory of collective action may
be beyond our reach and that the tendency toward averaging in public policy
could be seriously misleading, Even more, with heterogeneity (of endowment,
of beliefs, of preferences, etc.) taken seriously into account, the empirical and
theoretical investigations (especially when they are meant to be relevant for
institutional design) force additional dimensions to the forefront. Whether
one likes it or not, pluralism of perspectives and of alternatives comes to
occupy an important place on the stage. And in these circumstances, the foun-
dational normative dimension, the third set of implications on our list, has to
be an important part of the conversation.

Certain normative assumptions and preferences are undoubtedly and
inescapably embedded at a very basic and intuitive level in the perspectives
advanced by scholars, like the Ostroms, who explore collective action and insti-
tutional arrangements. For instance, lurking behind is a problem that has only
been alluded to in the discussion up to now: What is the definition of “success,”
“performance,” or “solution” for the variety of collective action problems rel-
evant for institutional and governance analysis? As Ruttan (20006) put it, one
must be careful about how “success” is defined. Success may be defined and
measured in terms of participation, but this is not the sole criterion. Degrees
of provision, the nature of provision, conservation, mobilization, reducing



or halting trends, minorities mobilization, and so on, could all be seen as
legitimate criteria and/or objectives. Trade-offs, tensions, and incompatibili-
ties matter. As long as we define the “goal” as “saving the planet” or “saving
the commons,” these things and the complexity of the assessment scale may
be lost between the lines. But we should not forget that “outcomes that are
positive with respect to resource conservation may not always be positive with
respect to equity” or, for that matter, other criteria. It looks like, when it comes
to the applied level, collective action and institutional and governance arrange-
ments “must be judged in the context of particular kinds of success, rather
than in the abstract”(Ruttan 2006; Ruttan and Borgerhoff Mulder 1999).

“To judge” and to do it “in context”: The contextual impact of heterogeneity,
the diversity of possible social arrangements emerging from it, and the plural-
ity of perspectives and criteria to be applied to them all matter. In the end it
seems that, like it or not, a significant part of the agenda hinges on the nor-
mative and applied dimensions and the basic social theory that embeds these
dimensions. The agenda advanced by Bloomington scholars seems to be a
project that starts solidly in the empirical realm, but the more it advances, the
more salient the normative presuppositions of the social theory framework
behind it become. And thus the Ostroms’ institutionalism looks more and
more like a broader intellectual enterprise that belongs to that realm, properly
identified by James Buchanan (2000), “between predictive science and moral
philosophy.”

To sum up, reviewing this set of implications and conclusions, one realizes
that the results and directions of the research front on which the Bloomington
school has been an important participant during the last decades are in fact
setting up the intellectual scaffold for a novel stage in thinking and theotiz-
ing about collective action, governance, and institutional arrangements. It is
a new stage that displays both continuity and change. The evolutions on this
front made clearer and clearer the contours of a new perspective that inte-
grates the varieties of pluralist themes and insights that emerge as a result
of the last cycle of research on institutions and collective action. All essential
dimensions of a well-rounded paradigm or school of thought—the analytical
(theoretical and empirical), the normative, and the applied—are present.

Confronted with this fact, we have two options: () To deny or neglect the
reality that at the end of the current cycle of research on collective action, insti-
tutions, and governance, the problems and challenges clustered around the
theme of heterogeneity are setting the stage for a thorough reassessment and
reconstruction of our approach to institutional theory and analysis as well as to
their epistemological and social philosophy foundations: (b) to accept that the
challenges brought to the forefront by a research agenda that is increasingly
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pressed to embrace the themes and theoretical lenses of pluralism are creating
the conditions favorable to a profound reconsideration of the institutionalist
project. The contours of an overhauled intellectual avatar of this project seem
in sight. This new version emerging at the end of this cycle of research is,
needless to say, the natural extension of previous projects. In brief, the first
alternative is to continue to do pretty much what we are doing now, as Oliver
and Marwell (2001) put it, to continue to play the game of “See, I can make my
model do something different from what your model did.” The second choice
would be to boldly embrace an effort to rethink some of the dearest and deep-
est assumptions of our methods, approaches, and theories. It is this book’s
contention that the Ostroms and their collaborators have made important con-
tributions to opening up the second alternative.

Heterogeneity, Diversity, and Institutional Theory

We have seen so far that an overview of the relevant developments in the study
of collective action and governance with a focus on the problem of heterogene-
ity leads to significant insights regarding the potential broad evolution of the
type of institutionalism advanced by the Ostroms. It is also plausible that the
developments have already set up the parameters for a new cycle of theoriz-
ing and research in social sciences and social philosophy, and hence at this
juncture it is appropriate to try to make a first step in outlining some of the
most distinctive and interesting contours of the variety of institutionalism that
seems to be emerging. As we have already noted, first and foremost, this refur-
bished institutionalism is strongly rooted in the problem of heterogeneity. The
roots are multiple and multifaceted: Although homogeneity is fully considered
a key element, heterogeneity and not homogeneity is the premier background
condition to be dealt with in social theorizing. The challenge of heterogeneity
is foundational and does not lend itself to easy solutions, be they theoretical
or normative, such as universal institutional recipes for institutional design.
However, although an intrinsic challenge for collective action, heterogeneity
may nonetheless also be a resource for collective action and governance, and,
from this perspective, diversity should be seen as instrumentally important.
Hence the normative implications suggest at the operational level a process
able to capture it as a resource, while minimizing its unavoidable drawbacks.

The best way to further specify these synoptic points is to use as a vehi-
cle the very conceptualization of heterogeneity. As previously discussed, one
way of sketching it is to focus on three dimensions: heterogeneity of capa-
bilities, heterogeneity of preferences, and heterogeneity of beliefs and infor-
mation (Ostrom and Keohane 1995). Page (2009) conceptualizes the three
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dimensions from a slightly different angle: diversity of resources and capabili-
ties (diverse endowment natural resources, diverse economic capital, diverse
social capital); cognitive diversity (diverse perspectives, diverse interpreta-
tions, diverse heuristics, diverse predictive models); and diversity of prefer-
ences (diverse fundamental or end state preferences, diverse instrumental ot
means preferences.) Such distinctions help us to get a clearer view on the full
range of implications heterogeneity has for the way we theorize and design
institutional arrangements. Many mixtures of heterogeneity and homogeneity
are possible. And these combinations are both building blocks and keys to col-
lective action and institutional order. The bottom line is that each of the vari-
ous possible combinations poses specific problems for collective action. Each
invites or discourages certain processes and institutional solutions.

Taxonomies like those introduced by Ostrom and Keohane (1995) or Page
(2009) thus illuminate the broad range of heterogeneity in its polar relation-
ship with homogeneity and the multitude of cases and combinations that
reflect it. At one extreme, one may simply imagine a case in which hetero-
geneity defines all dimensions in play: resources, capabilities, perspectives,
interpretations, heuristics, predictive models, fundamental preferences,
and instrumental preferences. The other extreme is a case of radical homo-
geneity: homogenous resources, capabilities, perspectives, interpretations,
heuristics, predictive models, fundamental preferences, and instrumental
preferences. Once things are seen from this perspective, one understands that
such extreme situations are in fact the background and boundary condition of
social theorizing. In between these extremes of the conceptual space ranges
the entire economic and political theory that uses agents, rules, preferences,
and incentives as basic elements and building blocks.

If one adopts this perspective, it becomes obvious that more often than not
we are shaping our discussions on a “response surface” improperly defined.
Instead of taking into account the full range of dimensions and combinations,
we focus only on fragments of it, singled out more or less arbitrarily. Yet, arbi-
trary as it may seem, there is a bias in all this. More precisely, as Keohane and
Ostrom note (1995), we tend to use models in which a lot of homogeneity is
assumed, sometimes in regards to the most sensitive features, which are in
fact visibly and consequentially characterized by deep heterogeneity.

The global warming / climate change problem is exemplary for the dis-
cussions about collective action, coordination, cooperation, and institution
building at a global level. For many years, the discussions operated under the
postulate that a set of perspectives, interpretations, and predictive models was
uniquely valid, and as such (should be) homogenously shared in the commu-
nities of interest. An additional assumption was that we knew more or less
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what the “correct” set of fundamental or end-state preferences was, as well as
the “correct” set of instrumental or means preferences. Things were in many
cases further simplified by the fact that the problem was implicitly operation-
alized as a fixed point, a catastrophe threshold, a 1 or o situation—a radical
trade-off, disaster versus salvation. The variation of temperature vis-a-vis a
projected baseline (scientifically determined) was combined with one form
or another of the precautionary principle to convey a sense of epistemic clo-
sure. From there to the conclusion that all that was needed was to generate a
global collective action with an old-fashioned, simple Olson-Hardin situation
was just a step. It is no surprise that with all that came packaged the idea of a
standardized global solution. The diversity of heuristics, interpretations, and
even preferences, as calibrated to different levels, forms, and circumstances of
collective action and governance, although empirically real, was conceptually
and normatively sidelined. As we know now, there were better alternatives.

Such alternatives involve, as Keohane and Raustiala (2009) have demon-
strated, a more nuanced and calibrated approach, for instance, one in which
it is acknowledged that in solving these problems, one needs to deal with
issues of participation, effectiveness, and compliance as related but distinct
issue-areas, each with its own functional, geographic, and political arenas and
dynamics, each involving trade-offs. “Solving all three problems simultane-
ously,” write Keohane and Raustiala (2009, 2), “is particularly difficult, since
these goals are often in tension.” These problems “require careful institu-
tional design,” with “careful attention to the realities of world politics” and
following in most cases a “bottom up” process. In a similar way, Keohane and
Victor (2om) explain that when it comes to efforts to limit the extent of cli-
mate change, “there is no integrated, comprehensive regime” governing these
efforts. “Instead, there is a regime complex: a loosely coupled set of specific
regimes” that could be explored and explained using functional, strategic, and
organizational perspectives.

The alternative articulated by such authors is thus not a broad and decon-
textualized criticism of the standard models or their application. In many
cases, they write, the models’ application may be legitimate and valid, as their
isomorphism (be it formal or intuitive) is warranted. Yet what is suggested
instead is that if used as benchmarks, such conceptualizations reflect and
take into account just one possible combination of values for the variables
in play. Out there is more heterogeneity (of agents, circumstances, and func-
tions) than it is assumed. Complex as they are in comparison with the initial,
first-generation models, even the newer frameworks still do not capture the
full potential and implications of the challenge of heterogeneity. And thus
it looks like the diversity-centered approach to institutionalism, on the lines



advanced by the Ostroms’ work, is leading toward a special kind of “general
theory.” It is a theoretical perspective that fully accepts the challenge of hetero-
geneity and all that this entails in theoretical, methodological, normative, and
epistemological terms. The cases or models that assume certain combinations
of homogeneity and heterogeneity are to be seen against the background of
the whole “response surface,” while the response surface is to be seen against
the background of a social philosophy able to capture and illuminate both the
assumptions and the implications of the theoretical perspective,

The Institutionalism of Heterogeneity and Diversity

And thus we have reached the major point of this argument: The Ostromian
brand of institutionalism seems to be an embodiment of a theoretical and
methodological discipline dealing consistently with heterogeneity and its con-
sequence: institutional diversity (Munger 2010). The fact that it goes beyond
the markets-versus-states dichotomy, or the state-centered perspectives, or the
fact that it introduces notions such as “public economy” and polycentricity
is not an accident. They are the expression or corollary of a basic intuition
and conjecture about the nature of institutional theory seen as the effort to
formulate, chart, and analyze the diversity of human institutional arrange-
ments emerging from heterogeneity in its interplay with homogeneity. How
do we deal conceptually, theoretically, methodologically with the fundamental
problem of heterogeneity? How do people deal, and how should they be deal-
ing with it, in practice so that they can be more effective in their institutional
designs? The two themes, heterogeneity and institutional diversity, are two
facets of the same problem. Institutionalism is the research program that
unites these two facets and confronts the theoretical, empirical, methodologi-
cal, and policy challenges emerging from this task.

That being said, it is important to admit straightforwardly that the Ostrom
brand of institutionalism has a robust normative component. There is in it
an implicit embrace of pluralism and diversity, a predilection toward negotia-
tion and commonly agreed solutions. Imposing solutions using force, central-
ization of decision-making, monocentrism, and compelling consensus and
homogenization by design are not regarded as prima facie answers, and when
accepted, they are accepted as a mere second best—*“Faustian bargains,” as
Vincent Ostrom put it. Certain normative preferences seem to be embedded
in the Ostroms’ way of approaching things, either as assumptions or as conclu-
sions, or sometimes as a synthesis of both. However, at the same time we want
to acknowledge that by pivoting and functioning as a link between norma-
tive and positive theory, this type of institutionalism entails a more nuanced
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view of the relationship between motivation and obligation in collective action
and institution building. What is the individual-level motivation for coopera-
tive behavior in collective action situations? One cannot simply assume that
motivation is simply and straightforwardly “fowing from moral obligation”
(Muldoon 2009). And we cannot assume that motivation generates simply
and straightforwardly moral obligation. Once we realistically accept the wide-
spread reality of heterogeneity, the conundrum of how to base political and
moral obligation in motivation becomes even more salient. How is and how
should obligation be rooted in motivation in conditions of deep heterogeneity
of beliefs and preferences?

The idea is that the issue of how moral and political obligations could fol-
low or could get aligned to an incentive system generated by an institutional
arrangement is essential. Humans operate in a world in which incentives,
rule-guided behavior, and morality all play their part. When homogenization
of motivation is assumed and the homogenization of moral and political atti-
tudes and commitments is factored in from the very beginning, things are
relatively easy. This point can get lost between the lines of complex models
and arguments. It is evident why an important part of political theory, public
choice, and economics, not to speak of institutional theory, is based on {or
emphasizes) one version or another of the “normalization,” “homogeniza-
tion” thesis. Yet the empirical and practical presence of resilient and wide-
spread heterogeneity reminds us that this strategy is the easy way out of a real
and important challenge with significant practical implications. What hap-
pens when normalization is not a viable alternative? There are cases in which
achieving normalization (on one facet or another of the relevant variables) is
part of the problem, and the social, political, and institutional strategies of
reaching it are the first step toward a solution. There are situations in which
even the very notion of what a solution is, or the criterion on which it should
be evaluated, is far from being shared, situations in which homogenization
of this or that key variable or factor remains a distant desideratum. With
homogeneity assumed or conceptually manufactured, things are easier. But
either to sidestep heterogeneity or to generate homogeneity through arrange-
ments in which individuals (with all their diversity of preferences, informa-
tion, resources, and capabilities) interact as incentives-motivated strategists
and rule-guided and moral human beings—that is the true and real challenge.

This is the juncture where the Bloomington perspective reveals its full rel-
evance. The work done by the Ostroms and their collaborators demonstrates
that it is both necessary and possible to deal at both the analytical and institu-
tional design levels with situations in which homogeneity is not assumed via
any a priori normalization procedure. In the governance situations studied
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by the Ostroms and their collaborators in depth, one could see how institu-
tional processes (empirically analyzable, not postulated in their end results)
illustrate the complexity and diversity of possible approaches to the problems
of governance in conditions of heterogeneity. In this way their views converge
with the innovative agenda advanced in social and political theory by a group
of authors including Gerard Gaus, Jack Knight, James Johnson, Nicholas
Rescher, Scott Page, Chandran Kukathas, Fred D’Agostino, David Schmidtz,
and Ryan Muldoon. These authors open—from dissimilar but convergent
angles—new ground, challenging (and going beyond) the theoretical universe
defined by one version or another of the “normalization/homogenization/con-
sensus” thesis. With all that comes an entire set of issues related to the prob-
lems of comparability and commensurability (D’Agostiono 2003). Their work
reconsiders, adjusts, extends, and in some cases transcends various themes of
the pluralist neo-Berlinian literature associated with such names as William
Galston, John Gray, George Crowder, John Kekes, Robert Talisse, and Craig
Carr. At the same time it is important to note that, as Peter Lassman (2011,
8) put it, this tradition of research owns much to F. A. Hayek, Raymond Aron,
and Karl Popper, who “all subscribed to versions of the view that an apprecia-
tion of the reality of plural and conflicting values was an essential component
of an adequate understanding of modern politics.” The work on these lines
opens up the possibility of challenging what the authors advancing it call the
“deep strain of utopianism” of contemporary social theory. Diversity and het-
erogeneity are a fact of life, and it is utopian to base our approaches on the idea
that a firmly secured general consensus that homogenizes various beliefs or
objectives of the social actors is the key precondition to governance and insti-
tutional order. The management of a society’s business, writes Rescher (1993,
166-168), “need not root in agreement—and not even in a second-order agree-
ment in the processes for solving first-order conflicts—as long as the mecha-
nisms in place are ones that people are prepared (for however variant and
discordant reasons) to allow to operate in the resolution of communal prob-
lems.” The message is that even without first-order agreement and consensus,
without homogeneity of preferences, opinions, goals, objectives, values, and
so on, people may nevertheless be able to coordinate and create social order:

The key consideration for the conduct of interpersonal affairs is that the
activities of people can harmonize without their ideas about ends and
means being in agreement. It is a highly important and positive aspect
of social life that people can and do co-operate with one another from
the most diverse of motives.... What is needed for co-operation is not
consensus but something quite different—a convergence of interests.

LFVOREVERFI I WAL LA VYUl OFFE) 2 SUWUE VB S r g v evr srrursrrrr s —im o

And it is a fortunate fact of communal life that people’s interests can
coincide without any significant degree of agreement between them (a
circumstance illustrated in both domestic and international politics).
(Rescher 1993, 180)

This may be indeed a very bold and controversial thesis. But the theoretical
and philosophical literature exploring the nature and limits of such theses sets
into motion a shift of attention from “abstractly universal and collective basis
of agreement” (and for that matter of institutional design) to various ways in
which social actors in various circumstances manage “convergence based on
concrete, particular commonalities of interest and value” (Rescher 1993, 180).
In the end the thesis may be deemed too bold, but its investigation has already
led to a shift to concrete institutional mechanisms and processes.

It is noteworthy that such a shift of interest points toward exactly the type
of analysis developed by the Ostroms and their collaborators. It draws our
attention to the fact that “cooperation among real people is based on the con-
crete realities of their personal situation” and that in our approaches to insti-
tutional theory and design we need “to exploit this fact as best we can in the
best interests of the community at large” (Rescher 1993, 180-83, 191). This is
indeed convergent with the message regarding institutional design received
from our overview of the heterogeneity and governance literature. The basic
idea is the same: “Even if we could agree on what ideally rational people would
do under ideally rational circumstances,” writes Rescher,” this would provide
precious little guidance as to how to proceed in the real world.” Theorizing
about “how to play a perfect hand in a card game will not help us to decide how
to play the imperfect hands that fate actually deals to us.... A theory geared to
utopian assumptions can provide little guidance for real-life conditions.” We
need to forget about universal institutional designs and general “solutions”
and to focus on the processes “attuned to the suboptimal arrangements of
an imperfect reality,” a reality defined by abundant heterogeneity, diversity,
and endemic disagreement (Rescher 1993, 178; Levy 2000; Newey 2001; Root
2012; Carr 2010; Schmidtz 2om). This is about a space of “negotiated compro-
mises” (Bellamy 1999), of a “modus vivendi based on working compromises”
(Kukathas 1999) reflecting the relative power of parties “that have partially
conflicting and partially complementary interests” (Gaus 2003, 57). The trick
is, writes Gaus (2003, 230), “to explicate a robust conception of public reason-
ing—citizens reasoning together—while avoiding making too much a matter
of consensus or looking for agreement when none is to be found.”

Such an approach that takes seriously and confronts the reality of heteroge-
neity is more relevant today than ever. The empirically grounded institutional



analysis of the possibility of governance and social order in extreme condi-
tions that lack convergence of beliefs, preferences, and values seems to be,
like it or not, a priority of the age. We live in a world in which diverse values,
identities, principles, and cultures clash in the global arena while emigration,
demography, technology, and culture challenge separately or in conjunction
governance systems at all levels: global, national, and local. The problem of
the impact of diversity on collective action, public goods production and con-
sumption, and their governance imposes itself on the public agenda with an

unprecedented intensity. The problem of endogeneity in the emergence of

rules, and the dynamics of discovery and choice in institution building and
change are indeed an increasing preoccupation in current political and eco-
nomic theory. The move is unavoidable once heterogeneity is recognized as a
key feature of the social reality to be dealt with. This is not merely a discussion
about community-based cooperation or natural resources and their gover-
nance (although these problems are an important part of the picture). This is
a discussion about the fundamental nature of governance (both domestic and
international) in the new era. The attempt to determine whether it possible to
have a peaceful and prosperous institutional order in an increasing interde-
pendent world of diverse and conflicting views, beliefs, preferences, values,
and objectives places us both at the core of the major political and economic
challenges of our age and at the cutting edge of contemporary social science
and political philosophy.

Beyond the “End State” Perspective

We find ourselves, thus, in a territory in which, again, old themes of con-
stitutional and political theory converge explicitly with the core themes of
institutional theory. Yet the emphasis is different. With diverse perspectives
and preferences, it is clear why the discovery of institutional solutions is an
essentially social process: “There is no possibility of a philosopher sitting in
her study, abstractly considering what our shared interests are, proclaiming
the common good. Until we actually engage in social interaction with diverse
interests, we cannot know whether there will be a convergence” (Gaus 201, 15).
Instead of focusing on static structures and institutional formulae, the atten-
tion shifts to the processes by which the normative diversity of perspectives
leads dynamically to solutions or arrangements acceptable if not to all, at least
to a (super)majority. One is left not with a standard of institutional design,
a blueprint for institutional forms, but with an institutionalized process of
interaction and discovery. In such processes “the best boundedly rational and
good-willed persons can expect” is that they may be able to “eliminate some
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possible social worlds as clearly suboptimal.” It is a relatively open-ended pro-
cess that is generating solutions that are possible imperfect and potentially
clouded by “moral indeterminacy” (Gaus 2011, 14-15), yet, in the end they are
solutions that satisfy criteria that otherwise would be elusive and difficult to
replicate.

At the same time, the diversity of perspectives and strategies offers a diver-
sity of ways to imagine solutions and arrangements. Social actors will try differ-
ent approaches; they will combine and recombine in different configurations
and arrangements. It is not just a matter of statistical probabilities. This diver-
sity sets into motion social discovery that increases the chances that poor local
optima are identified and replaced with better alternatives. A society, hence,
moves via a collective process toward better alternatives. “This selection pro-
cess is an actual collective social choice,” writes Gaus. In this respect, “choice
by a society takes up where discovery leaves off” (Gaus 20m). In most cases

this is not an intentional “we-choice”; it is a social choice that arises out
of a multiplicity of individual choices. Neither is it an abstract choice
from some impartial Archimedean perspective outside our real social
world. It is a collective choice that arises out of the social nature of
individual choices: each person choosing to do what his perspective
recommends given what others are doing. (Gaus 20, 15)

Or as Rescher put it, we need to seriously consider the fact that a

political process that is both theoretically valid and practically work-
able must seek not to abolish divisive selfinterest but to co-ordinate
it. It must provide for a system of interaction within the orbit of which
co-operation of individuals for the greatest common good (“the best
interests of the community as a whole”) becomes an integral component
of the interests of each. And this requires not methodology alone... but
substantive mechanisms of co-ordination. (Rescher 1993, 181)

What authors like Gaus and Rescher are describing at the normative-theoreti-
cal level, the Ostroms and their associates have been analyzing at the empiri-
cal level. Their brand of institutionalism draws our attention to real-life cases
of social choice processes in collective action and governance in conditions
of heterogeneity. Social interaction, information exchange and negotiation,
learning, and adjusting are crucial parts of a process that not only is different
from top-down, centralized, technocratic approaches but also does not prede-
termine the content or specific substance of the solution.



These insights and their corollaries come to support sooner or later, from a
new angle, an older distinction between, on the one hand, “end state” (or final
outcome) perspectives and, on the other hand, “process” (or chain of causes
and consequences) perspectives. End-state social theories, writes Norman
Barry (1988, 19), attempt “an understanding of social phenomena through
a description of the features of a society at a specified point in time. It is a
kind of photograph which reveals such elements as a society’s distribution
of income, wealth, power, status, the structures of the economic and political
arrangements, and so forth.” The static character of end-state analyses is obvi-
ous. On the other hand, process theories focus on the ways end states emerge
(Wagner 2007, 56). In a sense, they are rule-oriented and procedural theories;
they concentrate on the nature of the rules as well as the actions and decisions
of the social actors who follow them. From a “process” perspective, when it
comes to the applied level, the question is not so much how we imagine and
get the optimal end state X, but how we create the conditions to solve problem
Y, aiming, admittedly, to do it in ways that satisfy some normative criteria of
fairness and efficiency. From this perspective, political and economic design
aims at improving institutional procedures and less at precisely specified end
states. The key conjecture is that institutional arrangements that maximize
individual choice in conditions of heterogeneity offer better conditions for per-
formance and adaptive strategies. In a word, political and economic design
should aim at improvement of institutional procedures and not at end states
defined by criteria difficult to operationalize and preconceived outside the
social process, as from an Archimedean viewpoint.

While a large part of theorizing in political economy is more or less explic-
itly “end state” oriented, the Ostroms’ research agenda seems to be closer to
the “process” perspective, In a sense, the “process” view and the associated
social philosophy defining it seem to be the natural companion of this agenda,
the two being interconnected by an inner logic, as facets of the same concep-
tual corpus. That is to say that the Ostroms’ institutionalist line of research
seems to provide the much-needed empirical and analytical basis of the “pro-
cess” perspective and its social philosophy, a basis much needed to illustrate
and bolster its normative- and applied-level claims.

At this juncture one may have already noticed the fact that the discussion of
“end states” versus “process” is traditionally associated with the study of con-
stitutionalism and constitutional political economy—a study that, although
most of the time it starts with “end states,” goes beyond that and investigates
the procedural rules and human interactions that generated it. But this conver-
gence between the logic of applied institutionalism and the logic of normative
endeavors such as those associated with constitutionalism and constitutional
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political economy should not be a surprise. Vincent Ostrom (1998) has already
drawn our attention to it. And, after all, we have already established that the
type of institutionalism advanced by the Ostroms and their associates offers
a broader theoretical framework, spanning scientific prediction and moral
philosophy. It is a framework broad enough to accommodate a large part of
the mainstream’s models but also to transcend them and set the stage for
the analysis of rules and choices in conditions of radical heterogeneity, uncer-
tainty, and bounded rationality. In other words, it is a powerful instrument for
the study of institutional diversity, seen both as a consequence and as a cause
of heterogeneity of resources, capabilities, perspectives, interpretations, heu-
ristics, and preferences.



