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To Manage Is to Govern

Governance structures constrain and enable the actions of public managers. Principal-agent theory
has played a dominant role in our understanding of governance structures. This theory suggests
that politicians create relatively static governance structures in a top-down fashion and hold man-
agers accountable for mandated results. In other words, public managers are influenced by gov-
ernance structures but do not affect governance structures. However, we argue that public manag-
ers do affect governance structures, and, in order to understand how this influence takes place, we
need a new way of thinking about governance structures. We propose thinking about governance
structures as relationships created through the interactions of people in different and reciprocal
roles that are relatively dynamic. Public managers are an important source of the multiple, recip-
rocal, and dynamic interactions that produce governance (relationship) structures. As such, man-
agers are accountable not only for policy outcomes, but also for the appropriateness of the rela-

tionships they create and support.

Introduction

Public management scholars, practitioners, and politi-
cians debate the question, what public management poli-
cies should be put in place to improve government perfor-
mance, or simply get better results? Should managers be
made to manage, or allowed to manage (Kettl 1997, 2000;
Barzelay 2001)? Should politicians be responsible for de-
fining policy results (Aucoin 1995), or should entrepre-
neurial managers participate in the process (Moore 1995)?
Are better results achieved when control is executed ex
ante, or ex post (Thompson 1991)?And what establishesa
stronger base for managerial performance: strictly defined
contractsand direct lines of political control (Boston et al.
1996), or the “ethical entrepreneurship” and leadership
capabilities of a public manager (deLeon 1996; Borins
2000; Behn 1991)7?

At the core of these disagreements over public manage-
ment policy is an age-old question: What role do we want
public managers to play in a democracy? In other words,
how can we reconcile bureaucracy in a democracy
(Friedrich 1940; Finer 1941)? One side of the ongoing
debate argues the solution liesin tightly defined contracts
and accountability for policy resultsfor which public man-
agers, as agents to politicians and the public they serve,

areresponsible. Inthisreconciliation, public managersare
sealed off from policy making and are made to focus on
achieving articulated goals (Aucoin 1995; Boston et al.
1996). The argument has parallelsto early effortsto estab-
lish adichotomy between politics and administration. Poli-
tics and policy making were argued to be the strict venue
of politiciansand their constituents; the business of apply-
ing administrative expertiseto achieve clearly defined pub-
lic goals was to be the domain of the public administrator
or manage.

This effort to preserve democratic processes from the
meddling of unelected experts, however, isfirmly rejected
by advocates on the other side of the debate. Here, public
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managersare viewed as essential facilitators of democratic
processes that appear broken and unable to articulate and
produce essential public policy (Reich 1988; Behn 1998).
Entrepreneurial public managers, it is argued, can play a
key rolein finding community solutions and creating pub-
lic value that is not possible without some entrepreneurial
effort (Moore 1995; Borins 2000).

The effort to reconcile bureaucracy and democracy is
crucia to the development of public management theory.
These ongoing debates, however, suggest a clearer divi-
sion between ways of practicing public management than
we seein our observations of public management. In prac-
tice, public management combines control by elected offi-
cials (and others) with entrepreneurial and discretionary
action. How can public management scholars think about
the relationship between this combination of control and
discretion, and the role of the public manager in the day-
to-day achievement of democracy?

Many scholars grapple with bureaucracy and public
management in a democracy (O’ Toole 1997; Peters and
Pierre 1998; Milward and Proven 2000; Kettl 2000;
Romzek and Ingraham 2000). As many participantsin the
debate acknowledge, public managers are not just respon-
siblefor what isdone, but also for how it isdone (Denhardt
and Denhardt 2000; Reich 1988). Indeed, public manag-
ers often have more ability to affect the latter than the
former. In so doing, public managers help to enact democ-
racy through their daily influence on the processesthrough
which decisions are made and implemented (de L eon and
de Leon 2001; Ingram and Smith 1993). Put differently,
the public manager helps to govern.

This perspective suggests some changesto our research
agendasin public management. First, the breadth of what
might be considered a relevant result expands. Clearly,
public policy results, such as student test scores or the
rate of traffic fatalities, are crucial measures of how well
public management isworking. Such policy results, how-
ever, are not necessarily agood measure of how well de-
mocracy isworking. Processes that produce results may
not enhance democracy. We do not have to search far for
examples of undemocratic processes producing some
policy results that many may desire. Thus, we propose
including the processes that public managers manage as
important results and assessing the processes as well as
the numerical outcomes. Managers areinvolved not only
in producing resultsthat consist of numerical policy goals,
but also in facilitating the creation, development, and
change of various governing structures that enable and
constrain actions.

By focusing on a wide range of results, we also can
begin to develop a better understanding of the multiple
structures that affect what public managers do and how
they do it. One way to think about these structuresisin
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formal and informal terms. Organizational charts, man-
dates, written rules, procedures, and contracts give form
and structure to thework of public managers, asdo norms,
expectations, and conditionsfor | egitimacy. Another way
to think about these structures, however, is as relation-
ships. Each structure, at its core, is arelationship involv-
ing a public manager and other participants in the gov-
erning process. A contract specifies the conditions under
which an individual or organization will relate to or as-
sociate with another individual or organization. A public
forum creates a set of expectations within which a broad
base of people will relate to the officials in government
who are implementing public policy. Managers operate
inamyriad of such relationship structuresto devel op pro-
cesses for making decisions, implementing policy, and
identifying public prioritiesin the first place; these rela-
tionships give form, pose constraints, or present oppor-
tunities for the way public policy is pursued. The rela-
tionship between managers and politicians, for example,
is very important in determining what public managers
do and how they doit. But thisis not the only set of rela-
tionship structures that constrains and enables manage-
ment efforts. Relationships with employees, other man-
agers, other organizations, other jurisdictions, and
countries, and the public also can be influential.

Focusing on the role these relationship structures play
in governance also emphasizesthereciproca and dynamic
waysinwhich public managersaffect and effect those struc-
tures. Public managers can influence, change, or even cre-
ate relationships. Some relationships will be manifest in
very formal ways, with established patterns of interaction,
while others may rest on informal communication, exist
only briefly, and change readily. Regardless, public man-
agerscan influence the development of these relationships,
and hence influence the patterns of governance. Consider
the relationship between a manager and elected officials:
Certain dimensions of the relationship set distinct expec-
tationsfor how they will relate—managers will testify be-
fore the legidlature or council at regular intervals, annual
budget requests will be submitted, and routine reporting
will be conducted. But managers have opportunities to
develop or downplay dimensions of therelationship. Open,
frequent, and informa communication with elected offi-
cials, or rapid response to requests for assistance or infor-
mation, for example, can affect thelevelsof trust, and hence
degrees of freedom that a manager might have for pursu-
ing policy in new or alternative ways. A broad focus on
relationships as structures prompts us to look beyond tra-
ditional models of governance, which portray alinear re-
lationship from politicians to managers that is relatively
rigid in itsimpact on manageria actions.

Finally, by focusing on public managers as participants
in governance, we connect to a broad discussion of how



public managers servethe publicinterest (Kettl 1995). Here,
we focus on managers' responsibility to pay attention to
the appropriateness of the nature and quality of the rela-
tionshi psthrough which policy isenacted. Our portrayal of
this role suggests that it affects policy results, but not in a
way that is readily represented by a model of either tight
political control or entrepreneurial leadership (Feldman and
Khademian 2000). Indeed, focusing on the public manager
as a manager of relationships suggests less potential for
direct influence over results than one might demand of an
agent in a principal—agent relationship or that one might
expect of an entrepreneurial leader. From this perspective,
the manager serves the public by making visible the rela-
tionshipsthat structure policy implementation and continu-
ously considering the appropriateness of thoserel ationships
for a particular policy area and the potentia for improve-
ment by altering or creating new relationships. Thus, the
control over traditional policy resultsisindirect.

Despite the mammoth agenda these points suggest, our
efforts in this article are quite modest. We hope to begin
and, in some cases, continue a dial ogue about the relation-
ship between governing structures and public managers
and how public managers function in a democracy. First,
we argue that governing structures are relationships that
structure interaction in the making and implementation of
public policy. Second, we argue that public managers in-
fluence these relationships and are responsible for their
appropriateness. Showing that governing structures are
relationships altersthe perception that governing structures
are fixed, static, and linear, and it focuses our attention
instead on theinteractionsthat create or alter relationships.
We draw upon a hypothetical example and several real-
world cases to illustrate our approach to governance and
the role of public managersin managing the relationships
that govern policy implementation.

Governance and Public Management

Public management scholarship reflects a growing and
vigorous interest in “governance” and the relationship of
governing structuresto the practice of public management
(Peters 1996; Peters and Pierre 1998; Kettl 2000; Behn
2001; Lynn, Heinrich and Hill 2000, 2001; Lynn and
Heinrich 2000a; Milward and Provan 2000). For much of
thisresearch, the central issueishow laws, contracts, court
orders, or specific policy guidelines constrain or enable
the actions of public managers and the policy results they
produce. Consider the definition of governance offered by
Lynn and Heinrich: “ Governance comprises structures and
processes guiding administrative activity that create con-
straints and controls (both ex ante and ex post) and that
confer or alow autonomy on the part of administrative
actors ...” (2000, 239).

This research is built on public-choice theory, which
examines public agencies and organizational processes as
demonstrations of rational, political preferences connected
to constituent expectations (Knott and Miller 1987). These
preferences are combined through political competition and
compromise to produce the structures and policies that
define the way work should be donein a public organiza-
tion (T. Moe 1989, 1990). Actions taken by managers can
then be checked, vetoed, or reinforced by elected officials
with powerful oversight tools (Weingast and Moran 1983;
M cCubbinsand Schwartz 1984). Political scientists, inthis
line of thought, have been interested in demonstrating the
degreesof fit betweeninitial political preferencesand even-
tual policy outcomes. The specific impact of these gover-
nance dimensions on public managers and the ways that
public managers actually affect or do not affect resultsis
not typically explored. Public management scholars, on
the other hand, take akeen interest in the way policy pref-
erences are transformed into policy. Building from the
public-choice model, they examinethe links between policy
preferences and outcomes by examining thewaysthat gov-
erning structures affect the behavior and performance of
public managers and partnering organizations in the pub-
lic policy effort (Milward and Provan 1998, 2000; Lynn
and Heinrich 2000b).

This approach, which draws on principal—agent theory,
suggeststhat elected officials create governance structures
inalinear, hierarchical, top-down fashion to constrain and
enabl ethe actions of public managers (seetable 1). Elected
officials, for example, can mandate the structure of orga-
nizations and programs, the qualifications for employees
implementing those programs, procedures and regul ations
for program implementation, cooperation between pro-
grams, funding, and desired policy results to ensure ac-
countability. The theory suggeststhat the structures estab-
lished by these mandates are relatively static and change
only through the initiative of elected officials in response
to the demands and concerns of a variety of constituents.
In this approach, the hierarchical context of public man-
agement is governance. This context consists primarily of
the political world that constructs incentives for manage-
rial behavior, imposes constraints, and checks managerial
action. From this perspective, the possibility that public
management efforts influence governing structures is an
aberration. The dominant question in this approach to gov-
ernance is, how well do palitical principals control public
managers as agents? Democracy is achieved through gov-
ernance structures that ensure public managers' actions
reflect the mandates of elected officials.

The question of political control and the design of gov-
erning structures is complicated, however, by rapid
changesin public management practices over the past two
decades (Ingraham and Romzek 1994; Peters 1996; Kettl
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2000; Garvey 1993; Behn 2001). A variety of reportsand
research discuss the ways in which public management
practices are changing (Barzelay 1992; O’ Toole 1997,
Bryson and Anderson 2000; U.S. Department of Labor
1996). Public managers have adopted a more entrepre-
neurial approach to their responsibilities, looking for ways
to create public value and |everage public resources that
may not be realized under a more “administrative’ ap-
proach to management (Moore 1995; Behn 1991). As a
result, public organizations as diverse as the IRS, the
Customs Department, and the U.S. Mint have adopted
customer-driven approaches to managing their responsi-
bilities and, in some cases, have sought ways to harness
the market to improve their bottom lines (Kearny 1996;
NAPA 1993; Yoder 1998).

These efforts address one set of problems and create
another (Borins 2000). On the one hand, changes in man-
agement practices can work to improve performance by
targeting and reaching articulated results, keeping costs
low, and providing alternativesto deal with complex prob-
lems. On the other hand, the changes are being exercised
outside traditional governing structures, and hence pose
an accountability problem—a challenge for democracy.
Flatter organizations, empowered employees, and entre-
preneurial efforts that seek new ways to solve complex
problems, for example, violate the regulation of bureau-
cratic action through tightly defined processes, guarantees
of neutrality, and strict hierarchy (R. Moe 1994, 2001).
Flexibility and accountability, both desirable qualities,
appear to drive one another out (Feldman and Khademian
2001). Public management scholars ask how basic con-
cernsfor efficient and effective performance can be main-
tained alongside concerns for equity, responsiveness, and
accountability (Milward 1996, 310).

The principal—agent framework suggests the answer
liesin devising better governing structures that are more
capable of control. We suggest the dichotomy of princi-
pal and agent isitself an obstacle to devising better gov-
erning structures. This framework makes it difficult to
seethe multiple and reciprocal nature of the relationships
that govern public policy (Bryson 2002; Carpenter 2001;
Selden, Brewer, and Brudney 1999). Indeed, even when
governments formally adopt very similar structures to
govern policy areas, the ways in which those structures
are actually enacted by managers can vary dramatically,
as can the results (Considine 2001). In other words, while
we may need better types of governing structures, what
we need first is to think differently about what consti-
tutesagoverning structure, therole public managers might
play in creating, changing, or sustai ning those structures,
and the importance of those structures as a “result” for
which public managers can be held accountable. In the
next section, we propose an aternative to the principal—
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agent formulation of governing structures. We begin with
the premise that governing structures are relationships,
and public managers can influence the structure and na-
ture of these relationships.

Thinking Differently about Governance

In contrast to the princi pal—agent theory of governance,
we propose thinking about governance structures as dy-
namic relationships that are influenced by the decisions
and actions of public managers (seetable 1). Governance,
we argue, is about the way interactions are structured.
Public managers have and can devel op relationshipswith
elected officials, their employees, the public, peoplewho
work in other agencies, and people who work in the pri-
vate and nonprofit sectors. They also might have work-
ing relationshipswith managersand officialsin other gov-
ernments, both domestic and abroad. All of these
relationships have features that are determined by con-
stitution, statute, custom, and practice. Managers can be
mandated to work with other agencies, to contract with
providers, or to report to elected officials. Tradition and
practice will provide form to the wide variety of public
management rel ationships, aswell. But thereis much that
is not determined. Managers might build relationships
with organizations and peopl e outside of mandates. They
may approach a relationship with high formality, com-
municating through memos that pass through particular
channels, or with casual communication by phone or in
person. And they may emphasize different dimensions of
arelationship—financial connections, information shar-
ing, reporting for purposes of accountability, implemen-
tation linkages, the confirmation of legitimacy, or therec-
ognition of the right of an individual or organization to
participate in the policy process.

The way public managers structure these rel ationships
determines what actions are constrained and enabled and
who can participate. As such, relationship structures can
be asimportant aresult as policy outcomesfor which pub-
lic managers are held accountable. From this perspective,
the public manager’s responsibility rests not only with
policy outcomes, but also with making visible and con-
tinuously evaluating the appropriateness of the nature and
guality of therelationship structuresthey create and recre-
ate through their actions. While thisfocus can beusedin a
variety of ways, we suggest that it enables an important
discussion of how particular relationships promote or fail
to promote democracy.

To suggest what this different conceptualization of gov-
ernance might look like and where it might focus our at-
tention, we next offer a hypothetical situation used in a
public management class. The exercise focuses attention
on the importance of relationship structures—not only for



Table 1 Models of Public Management Role in Enacting Democracy

Dimensions of gover-
nance structures

Sources of influence on
governance structures

Direction of influence on
governance structures
and public management
actions

Potential for change in
governance structures

What governance
structures create
accountability for

How is democracy
achieved?

Theory of governance structures:
principal-agent

Single—politicians create
governance structures.

Linear, hierarchical, top-down—
politicians constrain actions of
public managers through
governance structures.

Relatively static—change comes

through direct action of principals.

Results—How well public
managers achieve results
mandated by politicians.

Through politicians as responsive
to electorate and in control of
public manager actions.

Theory of governance structures:
relationship structures

Multiple—governance structures
created through interactions of
people in many different roles.

Reciprocal—public managers
influence the structure of
relationships that constitute
governance structures and

constrain and enable their actions.

Relatively dynamic—opportunities
for different actions are created in
each interaction.

Results and democratic process—
Do policy results have public
values? Do decision making and
implementation efforts build
democratic capacity?

By making visible and continu-
ously evaluating the appropriate-
ness of the nature and quality of
the relationships through which
policy is enacted.

optional during thefirst half of class
each night and mandatory during the
second half. A public health expert
might support shoeless class nights
when the weather is cool, but not
when the temperature is above 65
degrees. And a committee might de-
cide on a process to begin to resolve
theissue the following week. Under-
standing the connection between pro-
cess and results is an important les-
son. But the exercise illustrates two
additional lessonswith relevance for
this article.

First, the exercise can help students
to see the relationship structures em-
bedded in each alternative process and
the ways in which those relationship
structures constrain and enable oppor-

tunities for future action. In other

the outcomes that are produced, but for the waysin which
interaction is structured. It also focuses attention on the
ways in which public managers can influence the struc-
ture and meaning of interactions by the choicesthey make
or do not make.

A Hypothetical Exercise

A recent course in public management began with the
following scenario: The professor asked the students to
imagine a class of 25 graduate students in public affairs
meeting every Tuesday night for three hoursto think criti-
cally about what it isto manage a public program and how
it might best be accomplished. The professor casts herself
intherole of public manager, with the students as the pub-
lic (Feldman and Khademian 1999). Thefirst night of class,
15 students take off their shoes to be more comfortable.
The remaining 10 students complain of the smell, and the
class comes to a halt over the controversy. How can the
professor deal with this situation? If the objectiveisto re-
solve theissue in away that best meets the public interest
of the class, how should the problem be resolved? The stu-
dents then begin to offer solutions: Take a vote; let the
professor resolve the issue; negotiate a solution with rep-
resentatives from both sides and a facilitator; call an ex-
pert in public health; create acommittee of studentsto re-
turn the next week with a suggestion.

Each solution rests on a different premise: majority
rules, authority, negotiation, expertise, and consultation.
And each solution potentially produces a different out-
come. If the students vote, the “ shoes off” students win.
If the professor decides, shoes would definitely be re-
quired. If asolution is negotiated, perhaps shoes will be

words, it helps them understand that
the relationship structures themselves are valuable. If the
professor decides on a solution, a hierarchical relationship
is reinforced. Emphasis on hierarchy and the authority of
the professor, in turn, hasimplications for the ongoing con-
duct of the class. Throughout the semester, students might
belesslikely to raise questions and morelikely to take thor-
ough notes of what the professor presentsin class. And they
might be more content with an “answer” from the professor
than identifying their own solutionsto issuesand cases. Simi-
larly, resolving the shoe issue with a negotiated process or
with avote sets an aternative rel ationship between the pro-
fessor and the students, onein which the students recognize
the ability and capacity to influence course material and out-
comesthrough particular means. Recognition of the students
influence in determining the outcome could set a structure
for addressing issues such as the timing or method of an
exam, conflicts in group projects, or discussions related to
course material in the future.

A solution that emphasizes other relationships might
have implications for further action. The professor might
call upon someone within the university administration to
help resolvetheissue. Theact of smply calling upon people
outside the student—teacher relationship reminds everyone
involved of the connection between the classand thelarger
department and university. The autonomy of the classroom
and theideas expressed might be diminished by the height-
ened relationship reference, if not put on guard. Moreover,
calling on a university official opens a host of possibili-
ties. The official may decide that any course in which the
students spend their time talking about whether to wear
shoes is a waste of time and money and should be can-
celed. Or the official may decide the exercise is so pro-
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found that it should be used in the orientation for the pub-
lic policy schoal. If apublic health official iscaledin, that
person and the office he or she represents may become a
part of the structure of relationships. This person may de-
cidethat aseriousinvestigation of health practiceson cam-
pusisrequired, that the courseis so valuable public health
officials should be attending, or that the department of
public health should hire the professor to provide awork-
shop for the department. The point is not that any of these
particular actionsislikely to occur, but that through every
action, structures of relationships are being created, and
these structures provide opportunities for both constrain-
ing and enabling future actions.

Second, the shoe exampleillustrates the manager’srole
in facilitating, changing, or maintaining these relationship
structures. By asking the students for suggestions to ad-
dress the “ stinky feet” problem, the professor uses his or
her authority to diversify the relationship structures of the
class, rather than solving the problem on the spot and rein-
forcing a traditional relationship structure. How public
managers address each issue associated with managing a
public program will influence not only the potential out-
comes, but also the relationship structures that matter for
addressing future issues.

Beyond the classroom, elected officials can be quite
specific about theway apolicy will beimplemented. They
can be specific about the structure of relationships, such as
who is accountable to whom, how accountability isto be
accomplished, who isto work with whom in what type of
process, and so forth. However, thereis often a great deal
of discretion left to managersto create ameans for bring-
ing apolicy to fruition (Khademian 1992, 1996; Carpenter
2001; Selden, Brewer, and Brudney 1999). Even the most
rigorously specified process will not predetermine a
manager’s style, including the approach and understand-
ing that devel ops between employees and the manager, the
openness of communication within and outside the orga-
nization, and the degrees of inclusion in the implementa-
tion process. How employees, members of the public, or-
ganized groups, and other managers and organizations
participate in bringing policy to fruition is an important
dimension of governance in ademocracy, and public man-
agers play arole in facilitating, changing, or maintaining
those opportunities.

In the following section, we examine relationships as
governing structures through the examples of afew public
managers. Asin the hypothetical case, the examplesillus-
trate the waysin which the structure of interaction matters
for policy outcomes, as well as the public manager’srole
in managing these rel ationships. The examples probe more
deeply into the nature of relationships as governing struc-
tures. We argue that the relationship structures through
which public policies are made and implemented are mul-
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tiple and reciprocal. By multiple, we mean that many dif-
ferent interactions influence the structures of governance.
By reciprocal, we mean that public managers are not only
subject to governance structures, but also play important
roles in creating, executing, and changing these dimen-
sions of governance, which are important results in the
democratic process. Reciprocal also implies the continu-
ous potential for change in governance structures.

Governance as Multiple and Reciprocal
Relationships

In the following section, we use examples from very
different policy domainsto illustrate what we mean when
we say the relationships that constrain and enable present
and future action are multiple and reciprocal . We show how
managers can take responsibility for managing these rela-
tionships and how their efforts can influence public policy
outcomes. Our examples include the U.S. Securities and
Exchange Commission, the East St. L ouisAction Research
Project, and Family Group Decision Making, aset of pro-
grams for placing at-risk children. We present examples
from three very different contextsin order to illustrate the
generalizability of the perspective we propose.

Governing Relationshipsas Multiple

Our first point is that the relationships that are impor-
tant to the effectiveness of public managers are multiple.
As we discussed above, an important body of research in
public management emphasizes the relevance of one type
of relationship—that between aprincipal trying to control
policy outcomes and an agent responsible for producing
those outcomes (Kettl 1993; Milward and Provan 1998;
Garvey 1993). In other words, emphasis is given to the
relationships between politicians trying to control public
managers as agents, and relationshi ps between public man-
agerstrying to control the results produced by outside con-
tractors and organi zations as agents. Principal—agent theory
is extremely useful for helping us to understand relation-
shipsin which control over resultsisthe central issue, but
where the methods of control are complex and the results
being controlled for are not clear. The analysis offers one
way to understand bureaucratic structure and processes (T.
Moe 1989), the complications of competitive bidding and
procurement for complex goods and services (Kettl 1993),
and, more basically, the behavior of politicians toward
public managers (Fiorina 1977).

Not all relationshipsinvolving public managersand leg-
islators, however, revolve around principal s trying to con-
trol agents for results. Legislators, for example, athough
capable of significantly influencing the nature of therela-
tionship, do not aways choose to do so. This is largely
because a more cooperative relationship with public man-



agersisoften needed to achieve and maintain desired policy
results. In addition to complex relationships with legisla-
tors, multiple types of relationships involve the public
manager that also matter for the way a policy areais gov-
erned, and hence the way results take shape (Waterman
and Meier 1998).

The SEC.? Consider the U.S. Securities and Exchange
Commission (SEC). Efforts have been madeto explainthe
SEC's behavior, or its policy results, as the product of a
dominant principal—agent relationship between congres-
sional oversight committees and the agency (Weingast
1984). But the relevant relationship(s) between the SEC
and Congress are multiple, and often they look very dif-
ferent from the rel ationshi p between principal sand agents.
On rare occasions, members of Congress have been very
clear about the result they wanted or did not want the SEC
to produce and have tried to legislate processes for the
agency to follow as a means to assure those outcomes.®
There also have been rare times when members of Con-
gress wrote letters and exerted pressure to prevent the
agency from creating rules or regulations.* These actions
fit the principal—agent model. For the most part, however,
these are departures, and the relationships have focused
less on trying to control the SEC, and more on working in
partnership to support the mandated work of the agency to
regulate the securities markets and to be an advocate for
public investors.

Thisrelationship with members of Congressisbuilt, in
part, on the complexities of policing and regulating the
securities market, but the structure of the relationship also
rests on other relationships governing the agency’sregul a-
tory and enforcement efforts. For the most part, the di-
verse companies and organizations that buy, sell, and un-
derwrite securities in public markets support a rigorous
regulatory effort by the SEC to ensure that all participants
play by the same rules. Another key relationship is that
between the SEC commissionersand staff and former staff.
Many members of the private securities bar cut their teeth,
so to speak, as SEC staff members, and the practice of
securities law in the private sector is built on the statutes
the SEC is authorized to enforce. The bar is a well-orga-
nized and well-financed voice of political support for SEC
funding and regulatory power during budget and authori-
zation hearings. These relationships, in turn, bolster the
SEC's stature with Congress.

Thisweb of relationshipsis essential to the governance
of securities regulation. Indeed, aswe will discuss further
below, when the relationship structure is altered—as has
been the case when members of Congress have tried to
prevent or limit SEC regulatory activities—the results af -
fect policy outcomes, and efforts are made by Congress,
theindustry, and the agency to restore the rel ationship bal-
ance (Khademian 1992).

ESLARP>The East St. LouisAction Research Project,
or ESLARRP, asoillustrates the importance of multiple re-
lationships that govern efforts—in this case, to revitalize
neighborhoods in East St. Louis, Illinois. ESLARP grew
out of a challenge placed before the president of the Uni-
versity of lllinoisby astatelegidator who chaired the com-
mitteefor educational funding. Chairwoman' vetter Young
wanted the university to apply itsvast expertise to the chal-
lenges facing inner cities such as her home town of East
St. Louis. The response was an initial commitment by the
university to fund faculty researchin 1987. Sincethat time,
the program has grown into a thriving partnership among
university faculty, students, and residents of East St. Louis
to revitalize neighborhoods in the city.

At the core of the program is the relationship among
participating faculty, students, and residents. Therelation-
ship rests very delicately on open communication among
faculty, residents, and students; continuous eval uation and
criticism of the processes and methods used to identify,
define, and address neighborhood problems; and real
progresstoward improving lifein East St. Louis neighbor-
hoods. This delicate relationship structures the way uni-
versity faculty apply their expertise, theway studentslearn
to practice urban planning and landscape architecture, the
way money isapplied for programs and staff, and the types
of relationships ESL ARP partici pants have with those out-
side the program. Aswe will discussin the following sec-
tion, the relationship structure of interaction among fac-
ulty, residents, and studentsfitsoddly with therelationship
structures constraining the interaction between ESLARP
faculty and the university hierarchy. Similarly, the core
relationship structure of ESL ARP cuts against the grain of
traditional relationship structures between residents and
city and county government in East St. Louis. All of these
relationships matter for the governance of ESLARP. While
the corerelationship facilitatesarelativel y unique approach
to urban planning and renewal, other key relationshipscre-
ate tensions and constraints that limit what can be accom-
plished through a research and planning effort that fully
includes and relies on the residents’ participation.

It is a stretch to examine the relationship between uni-
versity faculty and residents through any form of princi-
pal—agent lens. Accountability for results is a shared re-
sponsibility between faculty and residents; program goals
change through participation, new circumstances, and the
accumul ation of experiencewithinthe ESLARP effort; and
effortsare made by al participantsto equalize knowledge,
skills, and opportunities for participation in the revitaliza-
tion of East St. Louis. There are dimensions of a princi-
pal—agent relationship between university administrators
and university faculty, in that participating faculty must
secure funding from the university, and junior faculty par-
ticipating in the project must secure tenure through the
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university. In both instances, the university can exercise
some control for results—what ESLARP produces, and
the quality and quantity of faculty research and teaching
that emanates from the program. But, as we shall see in
the next section, much of what ESL ARP has accomplished
has been in spite of the influence the university can exer-
cise over funding and faculty tenure, because of the ability
of the lead faculty member to manage the core relation-
ship of the program among faculty, students, and residents.
Despite the tensions involving relationships with the uni-
versity and even city government, the core relationship
plays adominant role in governing the work of ESLARP.

Family Group Decision Making.® Finaly, consider a
program for placing at-risk children that was developed in
New Zealand and has been used in several locations in
Canadaand the United States. The program, called Family
Group Decision Making, replaces arelationship structure
that defined the state as a dominant principal with mul-
tiple relationship structures between the state, family, and
the child’'scommunity of origin. The state hasresponsibil-
ity for protecting minor children who are at risk for ne-
glect and abuse by their parents. Traditionally, the state
identified the best interests of the child and required foster
care placement or adoption as solutions imposed on the
children and families involved. Placement was mandated
by state legidatures and executed through state bureaucra-
cies, with judicial proceedings overseeing and legitimiz-
ing certain steps of the process, while family, neighbors,
and community organizations were |eft out of the process.

While the state behaves as a dominant principal in this
relationship, attempting to make and carry out decisions
in this realm through a principal—agent relationship is un-
wieldy at best. The agents in this case are not clearly de-
fined, and those excluded from the decision-making pro-
cess have information and other resourcesthat prevent the
state from achieving the ultimate goal of caring for achil-
dreninwaysthat promotetheir becoming productive mem-
bers of society.

Family Group Decision Making recognizesthe multiple,
varied, and sometimes shifting relationships that are in-
volved in providing asafe and supportive homefor achild.
Through thisprocess, therolesthat family, neighbors, com-
munity organizations, and others play is legitimized and
integrated with the role of case workers and other repre-
sentatives of the state. These multiple relationships gov-
erning the placement process not only reduce the state's
control asaprincipal over theimmediate outcome—place-
ment—nbut also spread responsibility for setting goals, or
desired outcomes, within this broader network of partici-
pants. They ater who has the ability to define the stan-
dards used to determine appropriate parenting. Although
the state ultimately maintains the right to remove a child,
the state | oses the advantages provided by the group deci-
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sion-making process when it exercises that right. These
multiple relationship structures hel p to govern not only the
circumstances surrounding a particular child, but the
broader public policy approach to addressing the needs of
at-risk children and their families.

Governing Relationships as Reciprocal

More than two decades of political science research has
promoted an understanding of congressional and burealicratic
relationships as primarily a one-way street (Fiorina 1977,
Calvert, Moran, and Weingast 1987; McCubbins and
Schwartz 1984). It is argued that politicians, as principals,
alwayshavethelast word through various congtitutional pow-
ers such as oversight, appointment, budgeting, or writing
explicit legidativelanguage. A few scholars have probed the
utility of the framework for characterizing public relation-
shipsinthefirst place (Dilulio 1994). Thereis, for example,
evidence that managers not only receive but a so exert influ-
ence over paliticians (Carpenter 2001; Selden, Brewer, and
Brudney 1999). The relationships between managers and
politicians, managers and employees, managers and the pub-
lic, and ahost of other individuals and organizations are per-
haps too complex and varied to rely on the principal—agent
framework for the purposes of understanding and improving
upon public management (Waterman and Meier 1998). We
suggest that public managers play a role in the way these
relationships are enacted and the structures that evolve. In-
fluence over relationship structures, in other words, is recip-
rocal, and hence relationship structures can and do change.

The SEC. The commissioners of the SEC and the
agency’scongressional oversight committeesin the House
and Senateillustrate how relationships evolvein arecipro-
cal manner. On the one hand, there are clear levers of con-
trol that Congress exercises over the SEC: Congress con-
trols its budget, can change its mandate, and approves its
commissioners. While these are powerful tools that mem-
bers of Congress can (and on occasion do) invoketo influ-
ence the SEC, it is the rare occasion when congressional
committees spend their time trying to figure out how best
to control the SEC. Rather, they rely heavily on the SEC's
expertise to craft legidation relating to the securities mar-
ket, and on the integrity of the SEC to maintain a high
level of confidence for investors.

One simple act, regularly conducted by the five com-
missioners of the SEC throughout the 1960s, represents
the importance of daily managerial actions for creating,
reinforcing, or changing relationship structures that mat-
ter for the ways in which policies come to fruition. When
summoned to Capitol Hill, thefive commissionersclimbed
into an old station wagon parked in the SEC garage and
drove themselvesto the halls of Congress. That simple act
sent amessage to members of Congress that the commis-
sioners would not rely on the perquisites of being com-



missioners, such as chauffeured cars, to conduct their work.
They were serious and dedicated to a public interest that
required minimal attention to amenitiesto protect.

This action, and others, helped to establish a relation-
ship structure with Congress in which SEC regulatory ef-
fortstypically were viewed as above reproach—an essen-
tial dimension for the agency to maintain legitimacy in the
eyes of the industry it governs. The action sent a message
to the industry as well, that the SEC could not be bought
or influenced. Members of the securities industry would
have to communicate and deal with the SEC by the book,
not through back channels, and no company with publicly
traded stock was above the law. And theride in the station
wagon sent a message to the public that commissioners
were cautious in spending taxpayer dollars and serious
about the mission to which those dollars were applied—
protecting the individual investor.

The SEC existsin anetwork of reciprocal relationships
that structures and is structured by the interactions of the
participants. Each participant influences, but none singly
determines these interactions. Over several decades, the
participants have achieved asort of structural equilibrium.
The structure, however, must be enacted and reenacted on
a regular basis through the actions taken by the partici-
pants. When any participant decides to change the patterns
of interaction, changein the structure isinevitable.

A clear exampleisthe SEC'sfailed effort throughout the
1990sto promulgate regul ations that would prevent account-
ing firms from providing consulting services to the same
companiesthey audited. For the SEC, theissuewassimple:
Audits of publicly traded companies must be independent
to provide investors with reliable information. For the Big
Fiveaccounting firms,” theissuewas aso simple: Revenues
nearly doubled in the 1990s, when the firms provided con-
sulting services (Mayer 2002, 66). Rather than work with
the agency to develop workable regulations, however, the
accounting firmswent directly to membersof Congress, who
took the unusual step of pressuring the agency to delay or
drop the proposed regulations.? The results are well known.
Arthur Andersen, the outside auditor for the Houston-based
Enron Corporation, also provided consulting servicesto the
energy giant. This conflict of interest was identified as an
important ingredient in Enron’s sudden collapse in 2001,
which cost investors an estimated $93 billion.

In this case, the SEC's ability to exert influence was
thwarted, and the reciprocal nature of the relationship struc-
ture was altered. Because of the accounting firms’ efforts
to bypass the SEC, the agency was unable to bring about
the regulations that might have prevented the Enron crisis.
To restore confidence in the stock market, members of
Congress once again turned their attention to their rela-
tionship with the SEC and to bolstering the SEC's ability
to doitsjob (Mayer 2002).

ESLARP. The relationshipsinvolved in ESLARP and
the actionsthey enable and constrain have changed agreat
deal sinceitscreationin 1987. Take, for instance, the re-
lationship between the University of Illinois administra-
tion and the faculty. Traditionally, the university held the
faculty accountable through relationship structures that
defined the role of faculty first and foremost as indepen-
dent researchers demonstrating their expertise through
published work. The university related to faculty through
atenure system geared toward publications. Because of
publication pressures, some faculty participants dropped
out of the program as their tenure decisions drew near,
and otherswere discouraged from participating. Kenneth
Reardon worked to change this relationship structure,
which governed so much of what ESLARP was trying to
accomplish. He wrote letters on behalf of participating
faculty for tenure recommendations, explaining the re-
search and the social value of participatory research, he
worked to hire professors on a project-specific basis, and
he worked to promote an understanding with the univer-
sity of what ESL ARP wastrying to accomplish and why.
Funding streamswere pooled to give greater central con-
trol and discretion to spending by lead faculty who were
committed to participatory research; the university gave
at least verbal support to what ESLARP was trying to
accomplish and featured ESLARP regularly inits publi-
cations; and funding from the university for ESLARP
increased dramatically, as did its support for staff. Still,
the way participants in the tenure process take participa-
tory research into account produces a structure that cuts
against the expansive research efforts of Reardon and
other like-minded faculty.

The relationship between faculty and residents has also
changed dramatically under Reardon’s guidance. In 1990,
upon assuming leadership of the program, Reardon drove
the two and a half hours from the Champaign-Urbana cam-
pus to East St. Louis to begin building a relationship. He
interviewed more than 50 neighborhood and community
leaders to find out what kind of programs would work and
under what conditions residents would work with univer-
sity faculty. The effort proceeded incrementally, building
trust with the residents in one neighborhood and demon-
strating university commitment to shared responsibility for
the program. Throughout Reardon’s 10 years as lead fac-
ulty, the effort to build a core relationship was under con-
tinuous scrutiny by both residentsand university participants.
The strength or weakness of this partnership was an essen-
tial result of the ESLARP effort. Without a working rela-
tionship to govern the program, there would not have been
results—the clearing of trash-filled | ots, the building of play-
grounds and a farmer’s market, the renewal of homes, and
the development of long-term plansaimed at improving the
overall quality of lifein the neighborhoods of the city.
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Family Group Decision Making. Family Group Deci-
sion Making is premised on the idea that the best interests
of the child are not always defined unilaterally. For many
years, state legislators, justices, case workers, and their
supervisors have wielded a great deal of power on behalf
of the state. Case workers, for example, have defined ap-
propriate and inappropriate parenting practicesand reported
such practicesto legislators. Case workers also have been
the primary source of remedies, with state legidators and
judgesrelying heavily ontheir discretion to determine what
will work in specific situations. The new program expands
this discretion far beyond the state apparatus. Neither the
state nor the family hastotal control. Under Family Group
Decision Making, the state and family work together to-
ward a common goal of the well-being of the child(ren),
without a predetermination of what outcome constitutes
that well-being.

The reciprocal relationship structures that take hold in
the Family Group Decision Making process are an impor-
tant result in and of themselves. These structures provide
avenues of participation for families and members of the
community who once were excluded. Moreimportantly, they
focus the entire policy area on the possibility that appropri-
ate actions can be tailored to fit the changing situations of
each individual child, not a predetermined notion of what a
“good” decisionis. Relationshipsthat enable participantsto
share information increase the ability to adapt to the kinds
of changing circumstancesthat familiesand children present
(Feldman and Rafaeli 2002). For example, one outcome of
the Family Group Decision Making efforts has been that
childrenwhosefamilies participate arelesslikely to beplaced
in foster care (Crampton 2001). In many ways, thisisa de-
sirable policy outcome. The avoidance of foster care place-
ment often means fewer disruptions for the child and more
continuous connection with someone within their family of
origin. Yet, deciding that this is the goal of Family Group
Decision Making obviates the point of the process. In some
cases, the decision that results from the process is that the
best outcomefor thechild and thefamily isfoster care place-
ment. The Family Group Decision Making process, from
this perspective, enables different decisions to be made for
different children in different circumstances. Legitimating
theinformation that various participants provide in the pro-
cessmakesit possibleto avoididentifying adecision asgood
or bad independent of the child and the circumstances sur-
rounding that child.

Managing Relationships and Enacting
Democracy

“Despite along tradition of discussion of the moral and
ethical standards of civilized democratic conduct, the cri-
teria for judging political actions are often ambiguous,
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conflicting and changing rather than clear, consistent and
stable.... Willful political engineers seem to be left with
two possible approachesto improvement, neither fully sat-
isfactory. Thefirst is to see the political system as an in-
strument for the purpose of some vision of transcendent
personal or collective goals in terms of which outcomes
can be evaluated.... The second approach isto emphasize
strengthening the development of democratic processes
without any commitment to particular substantive out-
comes’ (March and Olsen 1995, 249-50).

March and Olsen point out that the pursuit of demo-
cratic virtue isrife with ambiguity. We suggest that public
managers grapple with thisambiguity on a day-to-day ba-
sis. Though the two approachesthat March and Olseniden-
tify may be theoretically distinct, the actions of public
managers simultaneously affect both. Public managers
pursue policy goason behalf of the public they serve, and
many strive continuously to improve upon those results.
But they also contribute to the capacity and practice of
democracy by supporting, utilizing, and creating the pro-
cesses or means to implement public policies and pursue
policy results.

Thedivision between the two views of democracy iden-
tified by March and Olsen isreinforced by approachesto
public management that separate policy results from the
processes used to achieve those results. In the previous
pages, we have suggested that focusing on the relation-
ships that public managers support, utilize, and create
through their actions is one way to understand the con-
nection between policy results and processes. There is,
of course, the important point that these relationships,
both their number and their nature, are aresult. But they
are not the only result. These relationships help bring to
fruition policy outcomes—the traditional understanding
of results. Managersfind that by paying attention to these
relationships, they can bring about results that would not
be possible otherwise. The SEC case illustrates the ex-
plicit management of relationshipsto achieve policy out-
comes. The agency’s top managers have long attended to
the relationships with Congress, the many sectors of the
industry, the securities bar, and the public to pursue its
mandate of protecting investors. Without the complex web
of relationships that the SEC is a part of, it is unlikely
that it could police the markets as rigorously it does
(Khademian 1992). As the discussion of Enron shows,
when the dimensions of this web are altered, the results
affect policy outcomes.

Our other two examples, ESLARP and Family Group
Decision Making, illustrate how managers that built rela-
tionships to expand participation were able to find a syn-
ergy between policy outcomes and enhancing the capacity
of government to be more inclusive. By drawing on and
developing additional rel ationshipsthrough Family Group



Decision Making, for instance, case workers often found
resources within the community for taking care of chil-
dren without removing them from the community. While
agrandparent, aunt, or uncle may feel that taking care of a
childistoo much for them, when they find that other mem-
bers of the family or community arealso willing to help, it
may seem possible and even attractive to take on the re-
sponsibility. The policy result can be better care and com-
fort for the child, while the expanded relationship infra-
structure provides present and future opportunities to tap
important child support resources. Similarly, the creation
of relationship structures between university faculty and
residents of East St. Louis not only established avenue of
participation for community members, but also provided
them access to faculty expertise. Consequently, outcomes
that previously were unattainable have been achieved. In
addition, the venues for participation have alowed the ar-
ticulation of policy goals that were not considered when
participation was more limited.

While we think the synergy in these last two examples
is an important result, it is clear that not all relationships
lead to such results. The relationshipsthat are formed and
how these rel ationships affect the policy outcomesare also
important. The SEC example helpsto make clear that it is
not necessarily the degree of inclusiveness, but the nature
of the relationships created and the way these rel ationships
are used that is important. What matters is whether the
SEC creates relationships that enable it to protect all in-
vestors and to create afair environment. In some contexts,

such results require more inclusion than in others. There-
fore, we do not propose that inclusiveness is aways con-
ducive to better policy outcomes. Instead, we suggest that
in assessing relationship structures, we need to think about
the appropriateness of the relationshipsfor the goals of the
program and for contributing to democratic processes.

In this article, we have conceptualized governance as
multiple and reciprocal relationships that constrain and
enable actions taken in a policy arena. Public managers
play akey rolein determining the nature (who participates
and how) and quality (the impact of participants on out-
comes) of the relationships. Indeed, we suggest that pub-
lic managers have two responsibilitiesin thisregard. First,
they need to make visible the relationship structures that
influence policy outcomes. This involves transparency
about who participates and in what ways. Second, they
need to evaluate continuoudly the relationships that influ-
ence policy outcomes. This involves considering how the
nature and quality of the relationships contribute to de-
mocracy as well asto policy results. We argue that public
managers can and should think about the rel ationshipsthey
are building, the capacity of these relationships to further
democratic objectives, and their ability to accomplish policy
goals. In so doing, they are doing more than simply enact-
ing mandates provided to them by politicians. They are
affecting the structures that influence the identification,
implementation, and understanding of public policy. They
are, in short, governing.

Notes

1. Becausethisarticleis an equal collaboration, names appear
in alphabetical order.

2. Materia for the SEC caseisdrawn from Khademian (1992).

3. In1987, for example, the Senate Banking Committeeincluded
language in the SEC'’s authorization prohibiting particular
forms of analysis that members of the committee believed
facilitated the promotion of a free-market approach by SEC
economists over policy issues such as mergers and acquisi-
tions and insider trading.

4. One such prominent example involved efforts by members
of Congress throughout the 1990s to stop the SEC from pro-
mulgating regulations that would prevent accounting firms
from providing consulting services to the companies they
audit (Mayer 2002). We discuss thisin relation to the recip-

rocal nature of relationship structures.

5. Material for the ESLARP caseisdrawn from Reardon (1998)
and Reardon and Shields (1997).

6. Material for the Family Group Decision Making caseisdrawn
from Crampton (1998, 2001); Crampton and Jackson (2000);
Pennell and Burford (1998, 2000); and Rockhill and Rodgers
(1998).

7. The Big Five firms are Arthur Andersen, Pricewaterhouse-
Coopers, Deloitte and Touche, Ernst and Young, and KPMG.

8. Hefty campaign contributions and intense lobbying by the
accounting firms, as well as a bull market that spanned sev-
era years, are noted asincentives for some members of Con-
gress to break with the traditional relationship to the SEC.
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