- — -1~ -
-—— -_———— -
e e

THINK BIG, AcTsMmALL

Elinor Ostrom'’s Radical Vision for Community Power

Dr Simon Kaye



New Local (formerly the New Local Government Network) is
an independent think tank and network with a mission to
transform public services and unlock community power.

© New Local October 2020
All rights reserved
Published by New Local
The Rain Cloud Victoria

76 Vincent Square
London, SWI1P 2PD

Tel 020 7148 4601
Email info@newlocal.org.uk
www.newlocal.org.uk




ACKNOWLEDGEMENTS
FOREWORD
EXECUTIVE SUMMARY

1. INTRODUCTION: THE GAP BETWEEN PEOPLE
AND INSTITUTIONS

2. OSTROM'’S KEY INSIGHTS: SELF-GOVERNANCE,
POLYCENTRICITY, AND THE COMMONS

3. OSTROM'S CORE CONDITIONS OF COMMUNITY
POWER: LOCALITY, AUTONOMY, AND DIVERSITY

4. TOWARD OSTROMIAN POLICYMAKING AND THE
FACILITATOR STATE

5. RECOMMENDATIONS

APPENDIX: EXPLAINING OSTROM'’S EIGHT DESIGN
PRINCIPLES

OUR PARTNERS

42

57

78




ACKNOWLEDGEMENTS

All of our resedrch at New Local involves a lot of teamwork, even in
cases where the final report only has one listed author. My thanks to
my excellent colleagues Adam Lent, Jessica Studdert, Katy Oglethorpe,
Pawda Tjoa, Grace Pollard, Luca Tiratelli, Charlotte Morgan, Richard
Nelmes, Francesca Besana, Katy Evans, Jane Swindley, Vivek Bhardwaj,
and the ever-encouraging Donna Hall. | would also like to thank Adrian
Harvey for his important contributions at the project’s earliest stages.

This project has been particularly fortunate in its partners. Huge thanks
are due for all the time and input from Margaret Bolton and Rob Day at
Local Trust, Ailbhe McNabola and Susie Finlayson at Power to Change,
and Mark Pennington and Irena Schneider at the Centre for the Study of
Governance and Society at King's College London.

This report was also informed by the fascinating discussions and
contributions of participants in a two-day remote symposium. Earnest
thanks to Martin Wheatley, Sophie Armour, David Archer, Chris Johnes,
Simon Parker, Jenni Lloyd, Jon Alexander, Vidhya Alakeson, and Deirdre
McCloskey.

Finally, my gratitude to all those who gave their time to discuss Ostrom’s
ideas with me or helped to inform the case studies in this report,
including lan Burbidge, Harry Jones, Sidn Jay, Syed Kamall, John Battle,
Greg Fisher, Mike Letton, Rebecca Luff, Joe Harrington, Marc Ellin, Kath
Mitchell, Nathan Marsh, Joe Wills, and Anne Johnson.

Any remaining errors or omissions are mine alone.

Dr Simon Kaye
Senior Policy Researcher, New Local




FOREWORD

In an age characterised by ever greater levels of political polarisation
there is a desperate need to look for ways of addressing shared
problems that might transcend traditional political boundaries.
Nowhere is this a more pressing concern than in the search for ways
to empower the many communities in the UK that feel ignored, ‘left
behind’ and increasingly alienated from the centres of decision-
making in Westminster and Whitehall.

In one sense of course, there is nothing new or radical about this
analysis. For decades politicians of all parties have complained about
the lack of real local power in what remains one of the most centralised
governmental systems in Western Europe. Yet such analyses have
lacked a coherent framework of understanding that can open a space
for institutional reform that can be embraced across the political
spectrum. Traditionally, ‘left wing’ accounts have seen the case for
devolution only in terms of expanding the resourcing and ownership
portfolio of local governments. ‘Right wing” accounts on the other hand
have conceived of empowerment only in terms of expanding consumer
choice in a competitive market. It is in this context that the work of Elinor
Ostrom, superbly summarised in this report from New Local, offers a
framework for genuine dialogue in seeking to create a space ‘beyond
markets and states’.

Ostrom’s contribution in many ways defies political labelling. She was
not opposed to the use of markets or of centralised state power where
these mechanisms are most suited to the challenge at hand. Equally,
she was keen to avoid the ‘panacea trap which sees the solution to all
socio-economic problems through a one-dimensional lens — whether
of markets, states — or of community power. What Ostrom’s work does,
however, is to emphasise a much greater scope for communities to
craft institutional hybrids that cannot easily be categorised as ‘private’
or ‘public’ and where decisions on the institutional mix emerge through
a process of ‘self-governance.




In common with other writers in the institutional economics tradition
- such as Ronald Coase — Ostrom’s work demonstrates that, if given
the space to do so, communities are able to solve a wide range of
dilemmas with institutional arrangements far more nuanced than
anything an economist or political scientist can devise on paper.
Understanding these models can help us move away from a style

of government where economists and political scientists design
solutions ‘for communities on the basis of pre-conceived ideals that
are then ‘imposed’ from above and move instead towards genuine
‘self-governance’ where our ideals are derived from communities
discovering, cataloguing and analysing ‘what works’ for themselves.
This is a vision that might just have the potential to forge unexpected
and productive alliances across the political spectrum and New Locall
are to be commended for bringing it to a wider audience.

Professor Mark Pennington
Director of the Centre for the Study of Governance and Society
King's College London




Elinor Ostrom humanised the study of economics and politics.
She discovered what is possible, and the problems that can be
solved, when we trust each other. Her work inspires optimism, but
she was also a realist, basing her findings on decades of tireless
work in the real world.

This quietly revolutionary research led her to become the first woman
to win a Nobel prize in economics. She demonstrated that people’s
motivation and ability to cooperate, participate, and sustainably control
their own resources are far greater than is usually assumed.

Ostrom’s work offers grounds for ambitiously re-imagining the
relationship between people and institutions. It should inform and
inspire policy debate about community power, devolution, public
service reform, and organisational transformation.

This report draws out Ostrom’s insights for the UK in the context of a
growing crisis in the relationship between people and institutions. It
adapts and contextualises her work into a new set of practical lessons
for ‘'self-governance’ — where communities take control over the things
that matter to them — and connects these with contemporary examples
of community-powered projects in the UK.

It offers a new analysis of Ostrom’s key insights: that a different model,
‘beyond markets and states’, is possible in communities with high levels
of autonomy and internal trust. Recognition of these insights could lead
to more diverse and creative solutions to our problems.



The experience of mutual aid in response to the Covid-19 pandemic
shows the power latent in our communities. Growing and sustaining it

will involve learning Ostrom’s lessons for community power, with strong

civil society and empowered, facilitative local government in place
to safeguard community rights and act as guarantor for three key
conditions: locality, autonomy, and diversity.

Three Key Insights

This report distils three important, overlapping arguments from across
Ostrom’s scholarship to form a case for decentralisation and enhanced
community power:

The commons: Communities can manage their own
resources. Beyond markets and states, there is a third model
where communities establish their own systems without the need
for regulation or privatisation. These communities can be found
all over the world and are demonstrably capable of managing
common resources and assets in a more sustainable and
productive way than comparable state or market systems.

Self-governance: Democracy is more meaningful at
a local level. Legitimacy and social trust can only flourish when
people have a reasonable expectation of influence over the things
that affect their lives. Mobilised communities will tend to benefit
from having decision making power and control over resources to
develop local services and facilities.

Polycentricity: In complex social and environmental
systems there are no one-size-fits-all solutions.

What is needed is a dynamic system that permits
experimentation, and which can tolerate the existence of diverse
and layered institutions of different kinds. The alternative — where
top-down, monolithic systems dominate — diminishes resilience.
Rather, it centralises risks and quashes creative, adaptive
solutions to problems.




Three Core Conditions of Community Power

Ostrom’s best-known and most celebrated work is her scholarship on
self-governance of the commons’ — an asset or resource shared by a
community rather than privately or state-owned. Importantly, she set
out a series of design principles that the most successful and long-lived
self-governing communities tended share. This report rearticulates
those principles, distilling them into three core conditions, which
correspond with the three key insights above:

1. Locality: Systems should be designed for specific places.
Systems — including the way that resources are managed, rules
are designed, and decisions are made — should be originated
within, and appropriate for, the particular places where they
operate. Ostrom’s evidence shows this makes it more likely that
people will collaborate and cooperate with each other, and that
overall outcomes can be improved this way.

2. Autonomy: The rights of communities to create and
run local systems must be respected. Communities will have
few incentives to come together without a basic expectation that
their decisions and participation will have meaning and impact,
and will that their decisions will be respected by external parties.

3. Diversity: Each community is different - and will
take different approaches. Context-driven, autonomous
communities will experiment with different systems. Taking different
approaches in different places means people have a range of
opportunities to get involved, enriching civil society. This diversity
should be promoted, as it may reveal strong new approaches.

Through a series of case studies, this report establishes how incentives
are important for communities to continue collaborating beyond
whatever situation or crisis first brought them together, and that the
relationship with local institutions can be a key determining factor

in whether local, autonomous, and diverse self-governance can find
space to function at all.



Conclusions

The most important Ostromian conditions for community power in the
UK are locality, autonomy, and diversity. Without these, institutions will
be too distant from the real needs and preferences of communities,
and local-scale action will tend to be ignored - removing the
incentives for self-governance.

The best way to realise the goals of locality and autonomy is through
reform to the way the state — at both national and local levels —

functions, and a rebooted relationship between people and institutions.
This means institutions taking steps to become neither indifferent nor

‘ ‘ controlling but facilitative.

..nothing should The only way to realise a more facilitative state is through

be done nationally an Ostrom-inspired approach to devolution, one that places
that would best be communities’ rights at its centre and works to a principle of
handled locally, and subsidiarity: every system should operate at the most local level
nothing should be consistent with its success. This means that nothing should

done locally without be done nationally that would best be handled locally, and
real engagement and nothing should be done locally without real engagement and
participation from participation from communities.

communities.

Recommendations

1. Reimagine devolution in the UK

The UK government should move away from deal-making
and consolidation, recognising meaningful community
rights, and actively looking for opportunities to disperse
power away from the centre.

There should be an Ostrom-informed audit of the UK’s
balance of power, designed to identify the reasons for the
UK’s over-centralisation and make proposals for a new model
of devolution built around the principle of subsidiarity.




A ‘community right to organise’ should be enshrined in centrall
legislation, incorporating explicit rights to local autonomy, self-
determination, and deviation from the norms and systems
used elsewhere when localities deem this to be necessary.

A community wealth fund should be established to ensure
financial viability of much-needed civil society and
community groups.

Escape the duopoly of markets and states

Central government should properly empower local
authorities, who should in turn lead a culture-shift toward
less centralised ways of working within services, with more
openness and horizontal relationships between institutions,
the social sector, and communities themselves.

Specific policy areas would benefit from pilots of Ostromian,
decentralist reforms to grow a stronger evidence base of
the value of reforms that do not revolve around finding
efficiencies and economies of scale.

Local government finance should be revolutionised, allowing
more local control of revenue-raising and ensuring councils
are resourced to be more autonomous and facilitative —
convening and supporting communities in their objectives.

Galvanise the change within localities

Positive change can start to emerge, even without the

above recommendations being taken on, if localities work to
facilitate and create stability for nascent community groups,
and take a whole-place approach when making plans and
taking decisions.

Communities themselves should reach beyond their localities
to build a new collaborative network for shared learning
between community-led groups, businesses, and projects in
the form of an open-access digital commons.

Local councils, the social sector, and informal community
groups can create a stable environment for neighbourhood-
level projects by reviving the idea of local charters.
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‘| 1. INTRODUCTION:

THE GAP BETWEEN PEOPLE

Something must change in the relationship between people
and institutions.

Local authorities have borne the brunt of a decade of budget tightening,
but even if this were not the case, many of our essential public services
would by now be buckling. Demand is rising and becoming more
complex as our populations and demographics shift. The service needs
of different parts of the country are becoming markedly different,
deepening inequalities that in turn trigger yet more critical demands.
Further, there is a prevailing sense — captured by our 2019 Community
Paradigm report — that all of these systems are stuck within old
operating models based on one or another big, central reform agenda,
and that these old approaches are no longer capable of keeping up
with what people increasingly require from them!.

These social pathologies share an important cause. There is a
persistent, basic separation between the people who use services and
the increasingly untrusted institutions that make the most important
decisions about them 2 The useful levers for people to influence these
institutions are few and inaccessible. Key parts of our formal civil society
— the membership groups, voluntary outlets, and venues for mutual
support that have played such an important role in the development of
the UK — are starting to crumble.

1 Lent & Studdert, The Community Paradigm (New Local, 2019)

2 This has resulted in a long-term trend of collapsing trust in social institutions (though recently
complicated by the impact of the Covid-19 pandemic): see the 2020 Edelman Trust Barometer and
the 2019 Hansard Society audit of Political Engagement (both accessed 29/09/20).



https://www.newlocal.org.uk/publications/the-community-paradigm-why-public-services-need-radical-change-and-how-it-can-be-achieved/
https://www.edelman.co.uk/sites/g/files/aatuss301/files/2020-02/2020 Edelman Trust Barometer UK Launch Deck.pdf
https://www.hansardsociety.org.uk/publications/reports/audit-of-political-engagement-16

Community initiatives already underway in the UK make it clear that

a different approach is feasible. Our relationships with institutions do
not need to be one-directional. Communities of place and interest can
mobilise and commission some of their own services, take control of
their own shared spaces and local assets. Indeed, recent experience
makes clear the potential for spontaneous, grassroots-led action

at the neighbourhood level. The Covid-19 pandemic catalysed the
emergence of thousands of spontaneous mutual aid groups, and
without their voluntary contribution many aspects of the government’s
emergency response would have been impossible.® This community
power movement involves growing activity across charities, community
businesses, delivery organisations, volunteer groups, and local
authorities which all place the self-organising potential of ordinary
citizens at their core.*

Mobilised communities — with objectives, plans, and resources —

can have a more meaningful say over the systems and institutions
that affect them. Under the right circumstances, people will invest
more time in connecting deeply with each other, their places, and
neighbourhoods than policymakers usually assume. They also stand

a chance of maximising their own flourishing with more preventative
interventions and outcomes that are better tailored to their specific
needs. But to realise these benefits, a bigger set of arguments must be
won — in central government, the policy sphere, and public discourse.
These will be arguments about the benefits and best mechanisms

of radical devolution, the legislation that will be needed to make it
happen, the underlying wisdom of subsidiarity, and what giving people
power and deepening their sense of belonging to the places where
they live really looks like.

This will not be easy. The UK is one of the most politically, fiscally, and
economically centralised countries in the world.® The state of public
alienation from institutions is such that the ‘yes’ to Brexit in 2016 hinged,
in part, on an appeal to the usually-politically-disengaged to “take
back control’. Enormous differences in productivity, social mobility, and

3 Tiratelli, L, Kaye, S, Communities vs. Coronavirus: The Rise of Mutual Aid (2020)

4 According to analysis from Power to Change, the number of community businesses in the UK
grew from an estimated 5,000 in 2015 to an estimated 9,000 at the end of 2019.

5 As recently argued by, among others, reports from the Institute for Public Policy Research (2019)
and the UK2070 commission (2020) (both accessed 29/09/20).



https://www.powertochange.org.uk/research/community-business-market-2019/
https://www.ippr.org/research/publications/state-of-the-north-2019
http://uk2070.org.uk/2020/02/26/uk2070-final-report-published/

quality-of-life persist in different parts of the country. The UK’'s seemingly
endless devolution project has resulted in a series of settlements with
national and local governments that seem to have satisfied nobodly.
While state- and market-centric paradigms for public service provision
and community engagement seem clearly to be failing, there has been
no coherence or shared direction in the adaptations or reforms that are
emerging in response. A radical rethink of devolution is needed, with the
right to community autonomy and diversity at its heart.

Three Key Insights, Three Core Conditions

This report distils Elinor Ostrom’s enormous body of work into three key
insights, each of which corresponds with a core condition for effectively
decentralising power to communities. These ideas will be explored over
the course of the report.




Key Insights

Core Conditions
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The commons Locality
Mobilised and trusting communities can The objectives, approach, decision-
manage services, assets, and resources making and design of systems should be
without intervention from state or market driven by mobilised local communities
- and often achieve better outcomes. and tailored to their particular needs.
Self-governance Autonomy
Democratic legitimacy is best Community power, participation, and social
achieved by ensuring people have capital can only emerge if people can
meaningful control over their reasonably expect that their plans and decisions
lives — as active participants and will be valued and taken seriously, and if they
citizens rather than passive clients, have the power to shape their own futures and
customers, or users. the future of the places in which they live.
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Polycentricity Diversity
There are no simple solutions or quick Autonomous, context-driven
fixes within complex systems. This makes communities will experiment with
monolithic policy approaches and different systems. This diversity should
centralised structures less desirable than be promoted, as it may reveal powerful

layered and varied systems. new ways to flourish for everyone.



Born in 1933, Elinor Ostrom grew up as — in her words - a “poor
kid” in post-Depression California. She went to college against
the wishes of her own mother. Like many girls at that time, she
was dissuaded from studying mathematics at school — and this
led to her eventually being rejected from studying for a PhD in
economics at UCLA. Ostrom was later forced to leave for Indiana
when her and her husband'’s research irritated their department
because it, against the fashion of the times, criticised
governmental centralism.

In her varied academic career, Ostrom worked on environmental
sustainability, police reform, local government, and the capacity
for communities to come together to solve problems. These
decades of painstaking work generated an extraordinary evidence
base that allowed Ostrom to influence academic debates even
though she was working against the grain of most of her peers.

Ostrom ultimately won the Nobel Prize in economics in 2009,
having totally overturned some of the longest-standing
assumptions in economics and politics to show that, under the
right conditions, communities could self-govern without central
management or recourse to private property. She built her
insights from the ground up, drawing out evidence from research
of real-world examples of communities working together and
wielding meaningful power. This principle — that theory should
reflect reality — led to ‘Ostrom’s law’: an arrangement “that works
in practice can work in theory”.



Ostrom also built a lasting legacy around her approach to
scholarship, which was highly collaborative and singularly
focused on the ideal of generating grounded new insights for the
‘knowledge commons’. She donated her Nobel Prize money to
the workshop that she founded with her husband to sustain its
support for interdisciplinary and mould-breaking research.

In the latter part of her career, Ostrom became interested in
pressing global challenges, such as articulating small-scale
community solutions to climate change when it became clear
that the international community was unlikely to overcome its
‘collective action problem’in time to generate solutions. This was
the subject of her last article — Green from the Grassroots — which
was published on the day she died in 2012.

An Ostromian Framework?

The work of Nobel Prize-winning political economist Elinor Ostrom was
the scholarly foundation of the Community Paradigm.® This New Local
report argues that her work can provide the broad basis for a full-scale
rethink of the relationship between people and institutions. It engages
in a systematic way with Ostrom’s scholarship, establishes its relevance
to contemporary challenges, and aims to give ballast to the top-level
debate about the role of community power in the coming century.

Ostrom’s research overturned many longstanding academic
assumptions, demonstrating beyond doubt that communities can
manage their own resources, assets, and services — and showing that
they often do so with more sustainable and efficient results. Some

of her empirical case studies revealed self-governing community
systems that had been in operation for a thousand years. This
informed her wider call for a different and much more participatory
realisation of the ideal of democracy, with assertive, engaged, and
resourceful communities at its centre.

6 Lent & Studdert, The Community Paradigm (New Local, 2019)




This is a vision of community power that goes far beyond emerging
institutional norms of enhanced consultation exercises by public bodies,
or the ‘stakeholderism’ that is now often mooted as a solution to the
results of ‘shareholder capitalism’’

Instead, Ostrom’s arguments for self-governance establish the value

of mobilised communities that originate and develop their own
approaches and systems to handle decisions, assets, and resources.

By working ground-up, they can tailor these systems to the needs of
their own local context. This in turn creates the conditions for a healthy
diversity of layered and overlapping approaches — live, contained,
localised experiments with in-built legitimacy and co-production for the
communities involved in them.

These radical implications may explain the relative lack of interest in
Ostrom’s insights among UK policymakers. While her scholarship has
disrupted many debates in the world of academia, Ostrom’s influence
over political discourse and UK policymaking has been limited. This
report is, in part, an attempt to (re-)introduce her insights to those
who are unconvinced about the plausibility of the community
paradigm as a working model for the self-governance of community
assets, spaces, and public services. At the same time, it aims to
provide fresh authority to those who are already working toward and
advocating for community power.

This report also uses Ostrom’s work as d lens to discuss community-
powered projects, businesses, assets, and services that are already
at work throughout the UK, via case-studies of communities
demonstrating Ostrom’s arguments and showcasing the importance
of her design principles.

7 For aninteresting and recent discussion of stakeholder capitalism, see Sundheim & Star, Mak-
ing Stakeholder Capitalism a Reality (Harvard Business Review, 2020). URL: https://hbr.org/2020/01/
making-stakeholder-capitalism-a-reality (accessed 24/09/20)



https://hbr.org/2020/01/making-stakeholder-capitalism-a-reality
https://hbr.org/2020/01/making-stakeholder-capitalism-a-reality

Self-Governance in the UK?

This report features a variety of case studies, and there are many
different lessons to draw from them. For example, several demonstrate
that, in places where self-governance is possible, a permissive, and
preferably a facilitative, stance from local government is a necessary
(though not a sufficient) condition for the emergence of community
power. This confirms that local government has new roles to play
within the Community Paradigm: as a facilitator, as the bridge between
different institutions and tiers of governance, and as a key player in
sharing learnings from the effects of community action.

Another important trend notable across several of the cases is that a
lot of community activity is triggered by some kind of crisis or outside
threat® It seems that, in a heavily centralised system, these challenges
can motivate more trusting, coherent, and mobilised communities. This
raises important questions — and makes it doubly important to look at
examples of self-governance that are self-sustaining enough to outlast
the crises that brought them together in the first place.

These studies include examples where environmental resources and
spaces, high-value assets and properties, major funds, businesses,
and public services are all under direct community management. Big
Local projects around the UK offer a proof-of-concept for the idea of
communities managing their own discrete funds — and for the many
different kinds of assets and services that can emerge from such
community control. Community businesses — enterprises that are
rooted in, accountable to, and work explicitly toward the betterment
of their localities — can give an insight into how spaces and assets are
taken on, improved, and managed by communities. Many successful
community groups transform into registered charities with a big role to
play in supporting particular places through different kinds of crises or
supporting particular communities to gain a meaningful say over the
commissioning and design of services.

8 As noted above, the global crisis of the COVID-19 pandemic has had an extraordinary galvanising
effect on communities in the UK, with 2,773 mutual aid groups listed by mid-April 2020. It remains to
be seen whether this community mobilisation will be sustained after the end of the UK's epidemic.
See the report from the APPG on Social Integration (2020, accessed 29/09/20).



http://www.britishfuture.org/wp-content/uploads/2020/05/Social-Connection-in-the-COVID-19-Crisis.pdf

S\ POLYCENTRICITY, AND
' THE COMMONS
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Elinor Ostrom’s work was grounded in real-world examples and
case studies.’ These empirical foundations, anchored in the real
lives of people all over the world, have made her insights relevant
to many disciplines. Over her career, Ostrom’s contributions
ranged from granular discussions of specific policy areas in
particular places, to sweeping new paradigms of thought that
altered the course of whole fields of study.

Within this diversity, a few themes stand out: ideas and lines of argument
that Ostrom returned to again and again, layering and reinforcing her
insights over time. Far from being dry demonstrations of abstract points

in economics, some of Ostrom’s most important ideas are to do with
foundational problems such as the nature of democracy, the fundamental
relationship between individual and state, and how to grapple with the
extraordinary complexity of social and environmental systems.

The following three key, overlapping insights give a condensed account
of Ostrom’s findings about democratic legitimacy, localism, complexity,
and human nature. They are not an attempt to capture Ostrom’s entire
thought in a comprehensive way, but to summarise some of these
core families’ of insight and the way they relate to each other and the
objective of community power.

9 Her work also involved a huge range of different methods: collaborative and individual investiga-
tions, empirical field work and lab-based game theory experiments, social science and political
theory.



Together, these arguments add significant weight to three important ideas:

1. Adistinct third governance model of community control — one
that lies “beyond markets and states’, as Ostrom put it — is not only
possible, but often preferable under the right conditions.

2. The self-governance that makes this alternative model possible
arises from localism and communities with high levels of
autonomy and internal trust.

3. Oneimportant product of such autonomy should be the generation
of a layered, diverse, ‘polycentric’ system of institutions as the best
way of identifying and securing good outcomes for everyone.

1. The Commons: Beyond Markets, States,
and ‘Tragedies’

The Insight: Local communities can do it

Communities, under the right conditions, are demonstrably capable

of managing their own affairs, and can even do a better job of it than
the state or the market because the systems they come up with will be
more likely to be localised — that is, tailor-made to their own specific
needs and circumstances.

The Argument: Respect beats regulation

Through an ongoing research programme that incorporated political
theory, empirical social science, game theory, and economics, Ostrom
identified the existence of a third ‘type’ of institutional arrangement —
beyond markets and states - to resolve the ‘tragedy of the commons’.

For many years there was an economic and political consensus around
the idea that, without some kind of regulation, individuals would tend

to ruin and degrade any resources that they attempted to share.
Self-interest would lead them to try to maximise their gains from the
‘commons’, with the effect that the resource would eventually be
wrecked, throwing away all future potential.




The way to escape such an outcome was to allow either the state or
the market to take control. Resources would need to be divided up

as private property — creating an incentive to manage the resource
more sustainably without fear of ‘losing’ it to some other ‘appropriator’
— or protected by state ownership and/or regulation. Otherwise the
uncoordinated actions of individuals would destroy the longer-term
potential of all resources.

In this way, the assumption that ‘tragedies of the commons’ are
inevitable provided justification for governance that fitted into two
broad families’ of institutional arrangements: private property rights,
and state control. The asset or resource in question would need to

be directly owned, so that the property-holder can extract fees in
exchange for its use and so prevent over-exploitation. Alternatively,
the state would impose top-down regulations, along with a scheme of
direct enforcement or fines to manage demand.

Elinor Ostrom identified a third approach. She demonstrated that
community ownership models do exist and that they can produce

more efficient and sustainable outcomes than state monopolies. For
example, in the management of complex irrigation systems in Nepal, or in
Japanese villages that have sustainably managed forested commons for
hundreds of years without any external regulation or privatisation.® The
mere existence of such communities contradicts the classic economic
assumption that self-interested individuals will ruin their shared resources
unless privatisation or a coercive state monopoly steps in.

What makes such ‘commoning’ possible is that, in practice, individuals
are capable of acting in pro-social, sustainable, and collaborative ways
that standard behavioural modelling often assumes to be impossible.
They are also able to constructively influence each other to cooperate
rather than compete within communities. This cannot happen in every
case — indeed, several important conditions must usually apply for any
such management of common-pool resources to occur, as discussed in
the next section. But the results can be far preferable than one-size-fits-
all policy and regulation, because such systems will often be adapted to
the preferences of participants and the constraints of particular places.

10 Ostrom, Governing the Commons: The Evolution of Institutions for Collective Action (Cambridge
University Press, 1990




a sense of
community is lost,
public facilities

.. may become

a no-man’s land
where the law of

the jungle prevails.

The strong and the
powerful can drive
out the weak.”

Many of Ostrom’s empirical studies demonstrate this point. The case of a
Maine lobster fishery using top-down rules that "were not credible among
users” and so depleted its stocks and ran into trouble, for example, is a
powerful contrast to the competing lobster fishery which, "governed by
formal and informal user institutions’, continues to flourish to this day, and
with more sustainable and environmentally friendly results."

Similarly, much of the irrigation infrastructure that is so critical to agriculture
in Nepal is managed within 100 per cent farmer-managed systems.

This means that it is the farmers themselves who must manage and
maintain the entire system. The lucky farmers nearest to the water sources
resist the urge to take advantage of their privileged position in order to
sustain the agriculture of potential competitors. And every farmer must
contribute maintenance, no matter how much they individually benefit
from the system. All the rules and arrangements within these systems are
informal and based on mutual trust. Ostrom found that not only does this
collaboration work long-term, but the farmer-managed irrigation systems
usually outperform the comparable state-managed systems.?

Internal trust within a well-incentivised community is important if
‘commoning’ is to function well. Ostrom found that diverse systems and
a localist concept of democracy are both contributors to a community’s
chances of being able to manage resources without privatisation or
state supervision. Importantly, Ostrom identified ‘community’ itself as

a powerful source of incentives for self-governance, since it creates

the conditions for the longer-term, deeper, and more close-knit local
relationships that make real cooperation most plausible.”

The deterioration of such a sense of community, meanwhile, can have
enormous negative implications. As Ostrom wrote, “local governments
depend upon a reciprocity of interests among members of the
communities being served”. So when “a sense of community is lost,
public facilities .. may become a no-man’s land where the law of the
jungle prevails. The strong and the powerful can drive out the weak.™*

1 Dietz, Ostrom & Stern, ‘The Struggle to Govern the Commons’, (Science, 2003) p.1907

12 Ostrom, ‘How Farmer Managed Irrigation Systems build social capital to outperform Agency
Managed Systems that rely primarily on physical capital’ (Proceedings from the second interna-
tional seminar on farmer-managed irrigation systems in a changed context, 2002)

13 Ostrom, ‘Community and the Endogenous Solution of Commons Problems’ (Journal of Theoreti-
cal Politics, 1992) pp. 343-51

14 Ostrom, Bish & Ostrom, V., Local Government in the United States, (ICS Press, 1988) p.96




What is the Tragedy Of The Commons?

The ‘tragedy of the commons’ is an assumption about what happens
to shared resources - ‘commons’ - if people are left to their own
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devices. If lots of people value the same

Ize'ﬁ resource, they could ruin it as they

compete to make the most of it.
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P ‘m 7] O\ This is because people have
* -‘-'n? ' 'r’ \ lots of incentives to extract

value - but don't have many
incentives to plan for the
future and look after the
resource. This leads to the
‘tragedy’ — the resource is
wrecked instead of being
managed sustainably,

which would have been

better for everyone.

escape this outcome, you need a third party to step in -

To give some people property rights over parts of the resource so
they have incentives to use it sustainable

Or to set up state regulation so people will face consequences if
they ruin the resource.

Example One - if a number of local farmers want to
use the same pasture for their livestock they may

ru

n into a tragedy of the commons.

== Unless they come to some agreement and stick to it, each
farmer is incentivised to maximise their use of the pasture...

== ..because of the likelihood that the other farmers will think the
same way, and also make maximum use of any of the pasture.

== This degrades the pasture quickly, so that in the end it’s useless

for anyone’s livestock.




Example Two - climate change is arguably an
example of a supersized tragedy of the commons.

We all know it’s better for everyone to stop wrecking the shared
resource of Earth’s atmosphere..

..but individually we have strong incentives to keep doing the
things that are causing the damage.

And now we're working toward international agreements to try to
regulate all that damaging activity.

How did Ostrom

I ‘; » Debunk this Idea?
) W {3

<’ While the tragedy’ does play out
sometimes, Ostrom proved that it

<=
AN \ won't always, and that we have

more options to prevent it than
private property and state
regulation. She found many
real-world examples of
communities sustainably
managing the
commons without state
involvement or breaking
it down into private
ownership.

Ostrom also found evidence that this can lead to better outcomes than
when the resource is managed by states and markets.

Her key discovery is that when people talk to each other and
communities can build up high levels of mutual trust, the ‘tragedy’ does
not take place. This was the insight that led to her winning the Nobel
Prize in economics.



The Implications: Local solutions to local challenges

Ostrom’s insights about governing the commons highlight