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The role of steering and policy instruments has developed
together with the worldview

How should policies be implemented? What is the worldview associated with different steer-
ing and policy instruments? What will steering be in the future?

This review begins with a description of the historical development of public administration
with three consecutive theoretical paradigms: Classical Public Administration, New Public
Management (NPM) and New Public Governance (see Figure 1). These paradigms, predom-
inant in the management scientific discussion, are set to a practical context by comparing
them with the development phases of Finnish public administration and by linking them to
policy instruments central to each phase. In the second section, some drivers for the devel-
opment and change of these paradigms are discussed. We will argue that we currently live in
a complex world consisting of multiple elements with surprising interactions. Complexity has
implications for steering, too. In the last section, the model of complexity-theoretical steer-
ing is introduced.

This publication is part of the implementation of the 2019 Government plan for analysis, assessment and research (www.tietokayttoon.fi/en).
The producers of the information are responsible for its content and it does not necessarily represent the views of the Government.



POLICY
BRIEF
19/2020

Figure 1. The phases of administrative paradigms and the development of Finnish pub-
lic administration
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The development of Finnish public administration, following the
development phases identified by Stenvall et al. (2016)

From Government to Governance

The development of public government from the 19t century onwards is commonly illustrated
with three paradigms: * Classical or Old Public Administration, New Public Management
and Governance. While a division is commonly made between the paradigms and between
the development phases of Finnish public administration, they are in reality partly parallel and
overlapping in relation to each other. 2 Each paradigm collects together central and dominant
conceptions on the organization of public governance, and answers three central questions
from its point of view:

*  How should public administration be organized?

* What is the role of citizens and the public administration in the society?

» How should the public administration, different societal actors and citizens be steered
in order to ensure effective implementation of policies?

Classical Public Administration: The Era of Legislation and Hierarchies

The paradigm of Classical or Old Public Administration developed in the United States at
the end of the 19t century as a response to the poor reputation of public administration,
caused by corruption and its perceived incompetence and ineffectiveness. 3 A central princi-
ple of Classical Public Administration is the separation of administration and policy-making.
Elected decision-makers are responsible for their decisions and for forming the legislation.
Public administrators are responsible for giving knowledge-based advice to decision-makers
and for ensuring that their decisions are implemented and the law is followed. Public servants
receive their positions based on education and other merits. 4 The citizen is seen as depend-
ent on regulation and public services, and as obeying to rules and decisions. °

The paradigm of Classical Public Administration sees the human being as an ‘Administrative
Man’, emphasising strong governmental steering conducted with legislation, hierarchies and
strictly defined responsibilities, power relations and chains of command.

In Finland, the era of Classical Public Administration extends from the beginning of
the 19" century to the 1980s. The legality of public administration and public servant ac-
tions were emphasised especially between the beginning of the 19" century and the 1940s.
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During the era, foundations were laid for the Finnish public administration: democracy, the

public agency system and state finance practises. Characteristics specific to Finland were the

corporatist inclusion of interest groups and trade unions in decision-making and the ac-
ceptance of political appointments to public servant positions. ©

Figure 2. During the Old Public Administration era, the state
was extensively involved in steering processes, mainly uti-
O lising regulative and economic instruments.

Steering processes are about the implementation of public
policies in an interactive process between the actor that con-
ducts the steering and the actor that is the target of the steering
process. In the Finnish practise (e.g. in management by results), it is usually a ministry that
steers governmental agencies, municipalities or other actors in the public administration.
According to the traditional three-part categorisation, steering can be conducted with regula-
tive, economic or information-based steering instruments. *

Regulation Economic
steering

It should however be noted that steering is not limited to the steering of public administration
actors. Citizens, non-governmental organizations and corporations can also be targeted with
steering. Laws, different forms of economic actions like taxation or subsidies, and infor-
mation, such as recommendations, research results and statistics, may have an effect on all
societal actors. 8 Non-state actors may also conduct steering — NGOs, private sector ac-
tors and even citizens release publications and take part in public discussion and policy-
making in different ways. °® The role of non-governmental actors has become more important
especially in the governance era discussed later in this review.

The steering and monitoring systems in Finland have evolved with the development and ex-
pansion of the welfare state. The growing public sector and new services required more and
different steering processes. Until the end of the 1980s, municipalities were mainly steered
with regulation and economic instruments. Additionally, agreements between the municipali-
ties and the state or between municipalities themselves were made, which reduced the need
for regulation. 10 The softer information-based steering was widely adopted at the beginning
of the 1990s, when the control of the central government was consciously reduced according
to the principles of New Public Management. 11

New Public Management: Efficiency, Quality, Markets

New Public Management (NPM) became the dominant paradigm of public management in
the 1980-1990s. It is an extensive, global trend of public management organisation, in many
cases affecting all levels of public administration. 12

New Public Management originated as a reaction to the critique presented towards Classical
Public Administration. The ineffective and rigid forms of administration should be replaced
with procedures derived from the private sector. Both efficiency and a focus on costs and the
number of employees are emphasised. 3 The public administration is seen as a service pro-
vider and it is the decision-makers' task to ensure that the administration functions effectively
and reacts to the needs of citizen-customers. 1* Such keywords as market mechanisms,
decentralization and results-based incentives can be associated with NPM. 15

The New Public Management paradigm views the human being as an "Economic Man”, em-
phasising the importance of cost-effectiveness and efficiency, but also the role of the citizens
as consumers of public services.
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Figure 3. During the NPM era, informational and
agreement-based steering instruments were exten-
sively adopted. The traditional legislative and re-
source-based instruments also continued to be uti-
lized.

Contracts and Information-
management by  based instruments  Reforms made in the spirit of New Public Management

results significantly modified the Finnish public administration.
The reforms have lead to the current form of influential local-level democracy and a strong
municipal administration. Management by results was adopted in the steering of govern-
mental agencies, parts of the Finnish central agency system were dismantled and some gov-
ernmental organizations were privatized. 1® These actions lead to significant reductions in the
number of public administration employees. 17 Finland also joined the European Union to
become a part of a multi-level supranational system. Connections and relationships between
the EU, the central and local government and other societal actors are diverse — all parts of
the society may have direct connections to the EU. 18 This, among other changes, has
changed the role of the national administration from an implementer to a governor, a financier
and a member of the supranational decision-making organs of the European Union. 1°

Governance: Emphasising Participation and Democracy

The central assumption of the 215t century governance paradigms (e.g. New Public Govern-
ance, NPQG) is that the public administration cannot cope with the complexity of the contem-
porary world alone and needs networks of actors to support. 22 Here, the public administra-
tion is no longer positioned above other societal actors, but is rather one actor among others.
These actor networks can also form by themselves, without any input from the public admin-
istration. 2* The public government is an arena of co-creation, or a facilitator, which aims to
create conditions for the interaction of different actors. 22 Networks, dialogue and participa-
tion have emerged on the side of efficiency, expert authority and quick decision-making pro-
cesses emphasised in the previous paradigms. 23 Governance is an umbrella term for various
sub-concepts which clarify central ideas associated with the paradigm:

* Multi-level governance — power is distributed between local, regional, national, su-
pranational and global levels (e.g. on the EU-state-municipalities axis) and/or different
actors of the same level of government (e.g. governmental agencies on different sec-
tors). 24

* Polycentric governance — overlapping centres of decision-making have power over
the same subjects, but also act together or may end up in a conflict. 2> Polycentricity
has multiple benefits, such as adaptability, useful overlapping that acts as a backup of
functions, and broader possibilities for connecting with citizens. 26

* Hybrid governance — the optimal governance system is a combination of the three
administrative paradigms also discussed in this review, as none of them can alone re-
spond to the complexity of the society. %7

* Meta-governance — the designing, shaping and steering of governance networks and
the coordination of administrative paradigms (hierarchies-markets-networks). 28

* The law of requisite complexity — the public administration should correspond to the
complex reality by being complex enough itself, too. 2°

The governance era Finland is characterised by influences of the NPM era, the emphasis of
strategic goals, as well as by networks and different forms of participatory governance. The
Finnish model of governance presents itself as a combination of new and old, as new forms

of governance have been taken into along with the previous ones. The NPM era reforms are
here to stay but have also produced some corrective actions. The governmental agency
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structure is still under reform with continuing consolidations, closings, and founding of new
agencies. The public administration has been also been changed with reforms that empha-
sise comprehensiveness and network governance. 3¢ Political steering of the public admin-
istration has been strengthened with strategic steering based on the government pro-
gramme. Public official chief executives have been replaced with politically affiliated mayors
in some municipalities to strengthen political leadership on the local administrative level. 31
Forms of network and participatory governance include participatory budgeting, citizens’ pan-
els and different public-private partnership models. 32

Figure 4. Regulation, resource-based and information-based steering are still utilized
in the governance era. Strategic steering and different forms of participatory govern-
ance were introduced as new instruments. However, ideas and policies shaped with
the strategic and participatory forms of governance may be put into action through
more traditional steering instruments. Therefore, it may be questioned whether these
new forms of steering are actual steering instruments or not.

Strategic steering Participatory processes

Strategic steering is based on the goals of the government programme. This new steering
instrument is related to the aim of strengthening policy effectiveness: the public administra-
tion should be steered based on the government programme. 33 In the end, strategic steering
is based on other steering instruments, especially management by results. 34 (Figure 4.)

Becoming Aware of Complexity

Three Paradigms

Traditionally, both science and the society have been based on a mechanistic worldview.
The basic idea of the mechanistic worldview is that it is possible to dismantle any entity to its
parts to find out about its operation. Every action has a counteraction. Such mechanistic sys-
tems are viewed as closed systems, on which external factors have no effect. 35

The mechanistic worldview has historically been significant, as it has contributed to techno-
logical development, among others. However, it does not describe the complicated character-
istics of societies that well. 3¢ The mechanistic worldview stayed central until the 1960s, when
the open systems paradigm developed. Open systems consist of multiple parts, each of
which has an effect on other parts — an open system is interactive. Even though open sys-
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tems are more complicated than mechanistic systems, they were seen to follow certain rules
and to be predictable. 37

Figure 5. From a mechanistic to a complex worldview

Mechanistic systems Open systems Complexity
Action and counteraction Predeterminable Unpredictability
Can be dismantled to parts interactions Changeability

Unexpected end results

In the 1990s, theories on complexity began to develop. A complex world also consists of
open systems. However, contrary to the open systems paradigm, interactions between the
different parts of a complex system cannot be predicted. The world presents itself as unpre-
dictable, changing, self-organizing and emergent, meaning that it ends up in surprising
results that could not have been imagined based on the starting conditions. 38

Parallels can be drawn between these three systems theoretic paradigms and the three gov-
ernance paradigms presented earlier. Classical Public Administration is characterized by
hierarchies and clearly defined tasks, as is the predictable mechanistic worldview with its
clear causal mechanisms. During the New Public Administration era, new actors like corpora-
tions were accepted to take part in tasks that had earlier belonged to the public administra-
tion. The paradigms of complexity and governance accept the plurality in societies, as well as
the importance of connections and multiple different actors to the whole.

Increasing Wicked Problems

In a complex world, we are faced with novel challenges. Problems that can be easily solved —
usually those that can be dismantled to their parts — have already been solved. Left are the
issues that cannot be agreed upon due to the inherent characteristics of societies. The con-
cept of wicked problems describes, how it is impossible to reach an agreement on societal
problems or their solutions. Because of this, such wicked problems cannot be solved. Each
individual in the society sees that a wrong problem has been solved. 3° When wicked prob-
lems are attempted to be solved, the public administration may take part in a wicked game:
when solving a problem, it is simultaneously modified and a certain viewpoint on the reasons
of the problem is chosen. 40

The centrality of the wicked problems notion is underlined by the development of the society
to a “more complex, but also more contested and even chaotic” direction. It has become diffi-
cult to discern between normal and abnormal. Strong emotional reactions are becoming more
regular, and also more central due to emotion-utilizing technologies and actors. New commu-
nications methods create connections between people, things and knowledge, but relation-
ships between individuals are no longer as deep as they used to be and knowledge is selec-
tively used to support certain opinions. 41

STEERING IN A COMPLEX WORLD 6



POLICY
BRIEF
19/2020

Public Administration and Steering in a Complex World —
Opportunities for the Future

Current models of steering often react to the complexity of the society with traditional top-
down instruments, such as regulation and economic instruments. Because of their clarity and
familiarity, the administrator may find these instruments easy to utilise. However, from the
perspective of the actor that is being steered, regulation and economic steering present
themselves as inflexible and may limit the actor’s adaptive capabilities.

Figure 6. What is complexity-aware steering? Steering in a complex world can be de-
scribed with a three-part model consisting of 1) the Operative System, 2) the Initiative
System, and 3) the Adaptive Space, which combines elements of both the Operative
and Initiative Systems.

Steering in a Complex World
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The Operative System (Figure 6, on the right) represents the “normal”, routine actions and
functions of the society. The Operative System does not face the complexity or wicked prob-
lems described earlier to a great extent. Therefore, the optimal steering instruments for such
normative uses are concrete, familiar steering instruments that are connected to the basic
functions of institutions and organizations. These extensively utilized regulative, strategic,
economic and recruitment-based mechanisms can be called operative, or formal steering
mechanisms.

The Initiative System (Figure 6, on the left) refers to the spontaneous, self-developing and
informal actions on different levels of the society. The Initiative System is incentivised to
adapt to complexity and wicked problems with new knowledge and by developing new skills
and new ways of operation. In initiative, or informal steering mechanisms, organizations
utilize their expertise and capacities in the implementation of steering. Unlike in the Operative
System, the steering mechanisms are not predetermined but rather individually adapted to
each context.

If there is no sufficient collaboration between the Operative and the Initiative System, the
stronger and more routinized Operative System may decrease the role of the Initiative Sys-
tem. Therefore, the Adaptive Space (figure 6, centre) is needed. In the Adaptive Space,
both Operative and Initiative Systems are tightly bound together and adapt together to the
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requirements of the complex world. This leads to the development of Enabling Steering,
which combines ideas produced by operative and initiative steering to new adaptive models
of steering.

In practice, enabling steering could mean the application of principles of both meta-
governance and the law of requisite complexity. Meta-governance could contribute to ena-
bling steering with phenomenon-based approaches, multidisciplinary teams, coordination and
strategic thinking. Respectively, the law of requisite complexity would emphasize the im-
portance of matching the internal complexity of steering with the complexity of the steered
actor’s environment.

Concepts for Steering the Complex World

Phenomenon-based approaches. Public activities should be developed as a whole, strategi-
cally and context-aware, with an emphasis on long-term and future-oriented actions. 42 Phe-
nomenon-based approaches and complexity have multiple similarities. Phenomenon-based
steering sees the target of steering as a whole and takes into account its needs and goals in
choosing the steering instruments that suit it best. Such steering should also take values and
the needs of regions, organizations and citizens into consideration. 43

Smart specialisation. The different spheres of public action should focus on their strengths
and on developing features that are useful to them. 4 Key factors in this process are innova-
tions and a knowledge base. 4 For example, a stronger, more gently steered regional admin-
istration can be seen as a way to enable smart specialisation — the regional administration
would have the possibility to adapt to the special needs of its own region. The steering pro-
cess must take into account the special features and abilities of a region and should adapt
the steering activities on a per-region basis.

Deliberation. In a complex world, the public administration, political decision-makers or ex-
perts cannot utilize steering mechanisms alone by themselves. Deliberation is the considera-
tion of decision-making and its implementation in diverse groups of people. Deliberative dis-
cussions are open, listening and respectful. It is okay to change one’s opinion as new ideas
and thoughts emerge. 46

Dialogue assists with understanding the factors that have shaped opinions. It provides deci-
sion-making processes with information on predominant societal, local or political differences
in opinions. Dialogue may also help with finding more concrete suggestions for action. 4¢ Both
deliberation and dialogue are central for Enabling Steering, and on their part contribute to its
strengths: Enabling Steering is empowering and builds both trust and social capital. It is
based on knowledge, has a focus on deliberation and takes into account the plurality of par-
ticipants.

STEERING IN A COMPLEX WORLD 8
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