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Abstract: Most social problems are “wicked”, meaning that they are highly complex,
intractable, open-ended, and multi-dimensional. In wicked learning environments, infor-
mation is ambiguous, feedback may be slow, or causes and effects are difficult to ascertain.
Using the insights from the Bloomington school of political economy, this paper argues
that a polycentric approach is the most effective way to address wicked social problems.
Polycentric systems are characterized by multiple, overlapping decision-making centers
that have varying degrees of independence and interdependence. When decision-makers
in governments, markets, and civil society tackle complex social problems simultaneously,
various forms of cooperation and contestation emerge. These interactions subsequently
produce the relevant knowledge and incentives to address wicked social problems on
a variety of margins. Centralized, one-size-fits-all approaches are less likely to succeed
because they have weaker epistemic and incentive-related qualities. We use two examples
to illustrate our argument, including post-disaster recovery and climate change mitigation.

Keywords: polycentricity; institutional analysis; institutions; wicked problems; learning;
adaptation; Elinor Ostrom; cooperation; contestation

1. Introduction
Societies across the globe face many large-scale problems simultaneously, such as

poverty, drug abuse, environmental degradation, natural disasters, and pandemics. These
kinds of social problems are difficult to address precisely because they are complex, over-
lapping, nested, multifaceted, costly, and subjective. This complexity causes most social
problems to be “wicked”, meaning that the knowledge necessary to address them is not
clear, available, or explicit. Wicked environments make learning and adaptation difficult
because information is ambiguous, feedback may be slow, or causes and effects are difficult
to ascertain. This paper argues that polycentric governance systems (i.e., a constellation of
multiple, overlapping decision-making centers that have varying degrees of independence
and interdependence) are more likely to produce the knowledge and incentives that are
necessary to address wicked social problems effectively.

Even though decision-makers in the public and private spheres may genuinely want
to solve wicked social dilemmas, they face large epistemic limitations that hinder their
ability to accomplish their ends. In more precise terms, individuals and communities have
a difficult time solving wicked social problems because (a) they do not fully understand
a problem’s root causes, (b) they do not know the most effective or efficient means to
solve the problem, and (c) they cannot foresee the full set of consequences that will arise
from attempted solutions (Hogarth, 2001; Hogarth et al., 2015; Alford & Head, 2017;
Lönngren & van Poeck, 2021; Hayek, 1945; Lavoie, 2016; Ikeda, 2005). To make matters
more complicated, the scale and complexity of most wicked social problems means that a
single organization does not have the resources to make a meaningful impact individually.
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Additionally, people often face perverse incentives when attempting to address wicked
social problems, such as the incentive to free ride on the efforts of others or engage in socially
wasteful but personally beneficial rent-seeking behaviors (Olson, 1965; Holcombe, 2018).

Thus, this paper asks: What is the most effective means for individuals and organiza-
tions to address wicked social problems? Our answer is that a polycentric approach—as
opposed to a monocentric, top-down, centralized approach—can and does address wicked
social problems, even in the presence of epistemic limitations and perverse incentives. Each
node in a polycentric system has a large degree of independence on many margins but
is interdependent on other margins. One center does not strictly dominate the others in
a hierarchy. The decision-making centers form an entangled web in which the various
nodes can cooperate with and contest against one another in myriad ways (Ostrom, 2005;
Aligica & Tarko, 2012, 2013). The Bloomington school of political economy, founded by
Nobel Laureate Elinor Ostrom and Vincent Ostrom, has extensively developed a theory of
polycentric governance and an empirical literature on how polycentric governance systems
effectively address social problems (see McGinnis, 1999a, 1999b, 2000; Aligica et al., 2019; C.
J. Coyne & Goodman, 2020; Lofthouse & Herzberg, 2023).

The overlapping interactions among individuals and organizations in the private and
public spheres constitute a meta-polycentric order, which can effectively address wicked
social problems by facilitating the strengths and mitigating the weaknesses of each sphere.
An overlapping institutional configuration of markets, governments, and civil society facil-
itates contestation and cooperation along countless margins, which promotes the discovery
and communication of knowledge, as well as providing checks and balances on various
forms of power (see Lofthouse & Herzberg, 2023). Market firms compete against and
cooperate with one another to deliver goods and services to willing customers, as opposed
to pure monopoly (i.e., a monocentric market). Federalist systems of government have
power dispersed among different branches and at different levels, as opposed to a dicta-
torship (i.e., a monocentric government). Civil society is composed of many associations,
clubs, and nonprofit organizations that sometimes cooperate with one another but also
occasionally contest against each other. Wicked social problems demand complex solutions,
and a meta-polycentric order tends to provide those complex solutions. The epistemic and
incentive-related characteristics of a meta-polycentric order gives a reason for optimism
because individuals, organizations, and communities can find and are finding creative
ways to address complex problems across many sectors.

To illustrate how polycentric governance systems can address wicked social problems,
this paper explores two real-world examples: post-disaster recovery and climate change
mitigation. We have chosen these two case studies because they are two of the “hardest”
cases of wicked social problems. Many post-disaster recovery scenarios are especially dire,
and in many cases, it is truly life or death. Climate change is perhaps the largest-scale
problem, and its causes and consequences affect nearly every aspect of human life. Thus,
if a polycentric approach can address these large-scale wicked problems, then such an
approach can be applied widely to other scenarios.

Post-disaster recovery has been successful when many entities have provided the
various goods and services that people in distress require. Empirical evidence has shown
that societies have successfully bounced back after a disaster through the combination
of activities in markets, government, and civil society (see Chamlee-Wright, 2010; Storr
& Haeffele-Balch, 2012; Grube & Storr, 2014; Storr et al., 2015). Second, coping with
human-caused climate change is a herculean task, but the combination of many govern-
ment policies, innovations in market firms, and advocacy by nonprofits has yielded many
successes so far. Of course, climate change is still a pressing problem, but the sheer scale
and complexity of climate change necessitates an institutional configuration that promotes
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the discovery of new knowledge and provides the necessary incentives for adjustments
(see Ostrom, 2014, 2012; Cole, 2015; Jordan et al., 2018; Lofthouse & Herzberg, 2023).

Our paper’s unique contribution is to synthesize the literature on the Bloomington
school’s approach to polycentricity with the literature on wicked social problems. The
well-established literature regarding wicked problems and wicked learning environments
has discussed action across multiple sectors and multiple levels of government. However,
little scholarship has explicitly tied the Bloomington school’s frameworks and theories
to the existing work on wicked social problems. This paper is intended to help fill that
gap. By explicitly tying together wicked problems/wicked learning environments to the
Bloomington school’s conception of polycentricity, we hope to bring together scholars and
literatures that have not yet been connected, leading to a fruitful synergy. In particular, this
paper outlines a theoretical framework and aims to set the stage for further research by
defining key issues, methodologies, and perspectives.

This paper contributes to at least three bodies of literature. First, we build on the
theoretical and empirical literature of the Bloomington school of political economy, and
second, we expand the literature that examines wicked social problems and wicked learning
environments (Rittel & Webber, 1973; Hogarth, 2001; Hogarth et al., 2015; Lönngren & van
Poeck, 2021; Batie, 2008; Ferlie et al., 2011; Clarke & Steward, 1997; Crowley & Head, 2017).
Third, we contribute to the literature in administrative sciences regarding the epistemic
and incentive-related characteristics of for-profit, government, and nonprofit enterprises.
Market firms, government agencies, and nonprofits each play a role in addressing wicked
social problems, but there is no panacea. The complex interactions between these various
entities yields the necessary knowledge and incentives to address complex social issues
(see Taylor, 2015; Greller, 2015; W. Brown, 2017; Jaskyte Bahr, 2019; Leitão & Capucho, 2021;
Mangai et al., 2023; Van Eijk et al., 2023).

This paper proceeds as follows. In Section 2, we define and analyze the characteristics
of wicked social problems and wicked learning environments. In Section 3, we describe the
properties of polycentric governance systems and apply those properties to wicked social
problems. In Section 4, we use the examples of post-disaster recovery and climate change
mitigation to discuss how polycentric governance systems can address real-world issues.
Then, we conclude with the implications of this research.

2. Wicked Social Problems and Wicked Learning Environments
The term “wicked problem” has several competing definitions, but despite some

ambiguity, the various definitions have some commonalities. The primary issue that
characterizes wicked problems is complexity. Relatedly, such problems are intractable,
open-ended, and multi-dimensional. There is some element of unpredictability and uncer-
tainty, especially in an environment of changing rules. The causes and effects are difficult to
identify and model. The problems are often dynamic and interconnected with other prob-
lems, leading to a lack of consensus on what the problem is. A clear “right” answer often
does not exist because of subjective (and often conflicting) values among stakeholders, and
relevant knowledge and interests are fragmented. Wicked problems often lack immediate
feedback systems, and attempted solutions can exacerbate the problems. Any attempted
solution to a wicked problem—of which there are nearly infinite possibilities—will not
have immediate or ultimate results, but instead, results will lag and be ongoing (see Rittel
& Webber, 1973; Skaburskis, 2008; Lönngren & van Poeck, 2021; Alford & Head, 2017;
Batie, 2008; Crowley & Head, 2017; Ferlie et al., 2011; Clarke & Steward, 1997). Most social
problems are wicked, such as improving educational outcomes, reducing crime, promoting
economic growth, and addressing human-caused climate change, just to name a few.
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The opposite of a wicked problem is a “tame” problem—one that is clearly defined
and has a single goal with a well-defined system of rules (R. Coyne, 2005). In other words,
a problem is tame when the “problem and the solution are clear, and stakeholders readily
share knowledge and have congruent interests” (Alford & Head, 2017, p. 404). Examples of
tame problems include solving mathematical equations or calculating the trajectory of a
ballistic missile because the problems and the solutions are unambiguous, even with subjec-
tivity of preferences and knowledge. However, problems are not dichotomized into wicked
or tame; instead, the wickedness or tameness of a problem is on a spectrum, and any prob-
lem can have different qualities of wickedness to different degrees (Alford & Head, 2017).

Wicked problems occur in wicked learning environments. A learning environment
is an epistemic situation in which an individual acts, receives feedback on that action,
and adapts future actions based on the feedback. In a wicked learning environment,
feedback is absent, unclear, ambiguous, highly subjective, or misleading, which makes
it difficult to adapt correctly. The opposite is a “kind” learning environment, which
provides feedback in ways that are accurate, plentiful, and unambiguous, meaning that
adaptation is a relatively straightforward process (Hogarth, 2001; Hogarth et al., 2015).
Wicked learning environments are characterized by many interrelated, interconnected,
and multi-dimensional factors that affect outcomes. Wicked learning environments are
also highly unpredictable and dynamic, implying that solutions at one time may not
work in the future. This constant change makes it hard to apply past learning to new
situations. Wicked learning environments do not have a clear “right” answer and are
context-dependent, and the interpretation of feedback might be highly subjective and
based on value judgments, making it difficult to adapt when stakeholders in a group have
conflicting views on what constitutes a successful outcome. Additionally, wicked learning
environments lack immediate feedback, making it difficult to assess how an action has
improved or worsened a situation.

Thus, unintended consequences are a large concern in wicked learning environments.
Due to complexity and interconnectedness, any action will spur other outcomes that were
not intended, but addressing those actions is difficult because those actions will then spur
other unintended outcomes. Knowing the exact cause of any unintended consequence is
not clear, and even if the source of the problem can be known, it is not clear what approach
is appropriate, given the likelihood of creating more unintended consequences.

A study of wicked problems and potential solutions cannot be separated from the
study of institutions. Institutions are “rules of the game” that structure human interactions,
ranging from formal to informal (North, 1990; Ostrom, 2005). Examples of formal insti-
tutions include constitutions, legislation, and regulations. Informal institutions are social
conventions, norms, and mores. Both kinds of institutions are critical for structuring human
interaction, and different kinds of rules channel human behavior in different ways. All
human action takes place in institutions, and different institutions have different epistemic
and incentive-related qualities.

Some types of institutions are better suited to address certain forms of wicked social
problems than others. A social problem can be solved through the market mechanism,
government administration, or voluntary action within civil society, or some combination
of the three. Since wicked social problems are fraught with shortcomings in terms of
knowledge and incentives, solutions to any specific problem will need to be situated in an
institutional environment that has appropriate epistemic and incentive-related qualities. In
other words, a learning environment will need to yield helpful feedback (i.e., epistemics)
and induce people to incorporate that feedback into their action in an accurate and timely
fashion (i.e., incentives). Thus, addressing any wicked problem necessitates an institutional
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analysis to determine the relative strengths and weaknesses of approaches within markets,
governments, and civil society.

3. A Polycentric Approach to Addressing Wicked Social Problems
In what follows, we discuss the theoretical insights from the Bloomington school

of political economy, which focuses on the epistemic and incentive-related properties of
polycentric institutional arrangements.

3.1. Definition and Properties of a Polycentric System

One of the core areas of study in the Bloomington school is polycentric governance
systems, which have multiple, overlapping decision-making centers that are both inde-
pendent and interdependent. Decision-making occurs at a variety of scales and scopes
and in many locations. The various decision-making centers engage in cooperation and
contestation among one another (see Ostrom, 2005; Aligica & Tarko, 2012; Aligica et al.,
2019; McGinnis, 1999a, 1999b, 2000). Examples of polycentric systems include federalist
systems of government, the scientific community, competitive markets, and civil society.

The opposite of a polycentric system is a monocentric system, meaning that there
is one centralized, top-down decisionmaker. Examples of monocentric systems include
highly centralized bureaucratic organizations or centralized public utilities in which a
single entity controls essential services without alternative providers. However, few truly
monocentric systems in the world exist on large scales. Centralized national governments
like the Soviet Union, or authoritarian regimes with strong central leadership like North
Korea attempt to function as a monocentric system, but due to the real-world constraints
on the centralization of control, their actual functioning becomes polycentric (Roberts, 1969;
Boettke & Candela, 2018). Therefore, the relevant margins of analyzing large-scale social
systems are the degree of polycentricity and the meta-rules of a society that determine
the interactions between the nodes. Polycentric systems can—and often do—successfully
address social problems, but polycentricity is not a panacea (see Ostrom, 1990; McGinnis,
1999a, 1999b, 2000). A polycentric system with institutional rules that hinder the discovery,
aggregation, and communication of new knowledge will yield socially harmful results.
Relatedly, poorly instituted rules in a polycentric system can sometimes create worse social
outcomes than more centralized systems.

Polycentricity is not synonymous with decentralization. There will be a large degree
of decentralization in many respects, but some decisions will still be made at higher levels.
Complex social problems often necessitate many overlapping approaches to find workable
solutions (Aligica & Tarko, 2012; Aligica et al., 2019). For example, in the United States,
education is governed in a polycentric way because decisions are made at many levels and
in many locations. The federal, state, and local governments all play a role. The decision-
makers at these various levels cooperate with one another on many margins, but sometimes
they push back against one another. The lowest levels (e.g., teachers, school administrators,
and local school boards) have specific knowledge about the individual needs of students
and their unique circumstances. Higher levels (e.g., state-level departments of education
and the U.S. Department of Education) have access to experts or more funding that can
improve the teaching process. Pure decentralization would miss out on the benefits of
the higher levels, and pure centralization would neglect the benefits of the lower levels.
Markets and civil society also play a role in education. Parent–teacher associations are
private groups that supplement the learning process and provide resources for students
and teachers. In the for-profit realm, tutors or after-school lessons supplement student
learning in a variety of ways.
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Below, we describe four socially useful properties of polycentric systems. Polycentric
systems can aid in coping with and addressing wicked social problems because the complex
interactions in the systems yield the requisite knowledge and incentives for individuals
to accomplish their ends successfully. Four general properties of polycentric systems are
(a) the discovery and communication of knowledge, (b) the creation of socially beneficial
incentives, (c) resilience to shocks or failures, and (d) emergent outcomes that do not
require central planning (see Ostrom, 2005; McGinnis, 1999a, 1999b, 2000; Aligica & Tarko,
2012; Aligica et al., 2019; Lofthouse & Herzberg, 2023). The broad literature on polycentric
systems has analyzed other properties, but we have limited ourselves to these four, which
are most relevant to addressing wicked social problems.

First, polycentric systems are well-suited to the discovery and communication of
relevant knowledge because many different groups can work on similar social problems,
meaning that they can engage in simultaneous experimentation. Due to human fallibility,
institutions need means of discovering and correcting errors. The different nodes in the
system can mutually observe the different means and ends that other nodes have chosen,
and then they can learn from the apparent successes and failures. Market firms watch their
competitors and innovate to out-compete them. Nonprofits and philanthropies test out
their own approaches and learn from the successes and failures of others. In federalist
systems, jurisdictions can see the effects of policies and learn what not to do if the policies
fail to achieve the stated goals. Since polycentric systems have many decision-makers,
entrepreneurship, innovation, and creativity can take place to a larger degree at different
levels and locations.

Second, competition among entities in polycentric systems often provides incentives
for decision-makers to act in socially beneficial ways by providing discipline to decision-
making processes. Market competition induces producers to create higher quality goods at
lower costs (Bresnahan & Reiss, 1991; Berry & Waldfogel, 2010). Nonprofits and philan-
thropies compete among themselves for donors’ money, meaning that decision-makers
in these organizations feel pressure to provide the services that donors want in efficient
and effective ways (Storr et al., 2015; Novak, 2021). In government, interjurisdictional com-
petition constrains the harmful impulses of policymakers because some citizen-taxpayers
are likely to flee to other jurisdictions with preferable policies (Tiebout, 1956; Rhode &
Strumpf, 2003). Of course, “voting with one’s feet” by moving to another jurisdiction is
not costless, both financially and socially, and many people may not be able or willing
to do so. However, the polycentricity literature emphasizes that a competitive political
environment in which (at least some) citizen-taxpayers can sort themselves provides a
stronger incentive for policymakers to respond to the desires of their constituents when
compared to a scenario with no competition (see McGinnis, 1999a, 1999b, 2000; Aligica
et al., 2019). Additionally, polycentric systems provide checks and balances, as well as
backstops, against abuses of power or imprudent choices. For example, the separation of
powers in government mitigates the chances of tyranny from one branch, and the vertical
division of power in a federalist system means that the lower levels can challenge the
higher levels, and vice versa, when power is abused.

Third, polycentric systems are more resilient to shocks or failures than more centralized
systems because a failure at a smaller scale or a lower level only affects a subset of a system
instead of the whole thing. In this case, a “failure” is simply the difference between a stated
end and an actual outcome that diverges from that end. For instance, if policymakers claim
that they want to make housing more affordable, but they mistakenly choose a means that
makes housing more expensive, they have failed to achieve their stated goal. Any given
decision-making center in a polycentric system will occasionally fail, but failures can be
more easily detected early and fixed quickly when the scale is relatively small. A centralized
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approach implies that failures are large, if not systemwide, making it difficult, slower, and
more costly to recover from a failure. Thus, polycentric systems may seem to have too
much redundancy at first glance, but redundancy is a feature, not a bug in the system (see
Ostrom et al., 1978; Boettke et al., 2016). Relatedly, different nodes can cooperate on an
ad hoc basis, which facilitates the ability to address localized problems or failures that are
not systemwide. For example, interstate compacts allow public policies to span multiple
states without needing the federal government to be involved. Market firms and nonprofit
organizations often create a wide variety of mutually beneficial contractual relationships
that help all parties involved accomplish their ends more effectively and efficiently. The
cooperation between various entities promotes both resilience and knowledge discovery
(Aligica et al., 2019).

Fourth, socially beneficial outcomes can emerge from the complex interactions of
many independent entities without a central planner. The various forms of cooperation and
contestation in a polycentric system aggregate into large-scale outcomes. Although many
social problems are on a global scale, such as human-caused climate change or a pandemic,
global-level consensus is not necessary. In other words, many local actions can translate to
global outcomes, without needing a global-level policy to coordinate everyone. Scholars in
the traditional literature in public finance argue that large-scale externalities, such as climate
change, should be governed at the higher levels (i.e., national or global governance systems)
(Oates, 2011; Nordhaus, 2006). From a polycentric perspective, however, this argument
is only partially right. Large-scale problems will likely have some degree of governance
at high levels, but the combination of many medium-level and local-level actions is likely
to produce more effective results than relying solely on a high-level action. Despite the
benefits of the combined actions at many levels and in many locations, the bottom-up,
emergent properties of polycentric governance systems have undeniable tradeoffs. For
instance, coordination across polycentric units can—and often does—have high transaction
costs. Relatedly, polycentric units can be at odds with one another, which can be a benefit
in terms of experimentation and resilience, but contestation and conflict between nodes
impose costs for overarching, systemwide coordination.

One of the clearest examples of the emergence of socially beneficial outcomes is in
markets. Without central planners, billions of people interact each day to produce the goods
and services that lead to human flourishing. In other words, the spontaneous order of the
market allows supply to meet demand by coordinating the actions of producers with the
desires of consumers. The processes of innovation and competition in a market generally
tend to benefit consumers by increasing choice, lowering prices, and improving quality
(see Hayek, 1945; Kirzner, 1997, 2018; Ikeda, 2005; Lavoie, 2016). When some countries, like
the Soviet Union or Maoist China, engaged in central economic planning, the knowledge
problems and incentive problems were insurmountable, and millions of people starved
because food could not be efficiently produced and allocated (Boettke, 1990; Dikötter, 2010;
Boettke & Candela, 2018).

In the nonprofit world, many other socially beneficial outcomes arise spontaneously
from the dispersed actions of many individuals who are not centrally coordinated. Consider
Wikipedia, a free, online encyclopedia that is written and revised collaboratively by its
users, which is perhaps the largest compendium of human knowledge ever assembled (see
Cummings, 2020).

Similarly, another nonprofit called E-NABLE—short for “Enabling the Future”—brings
together individual volunteers from across the globe to share designs for 3D-printed pros-
thetics, often for children and even for injured animals. Rather than profit from their own
design, the founders of E-NABLE opted to make it open source and launched a nonprofit.
With the open-source approach, the community has since grown to 30,000 volunteers, 140



Adm. Sci. 2025, 15, 22 8 of 23

chapters, and hundreds of schools that have designed and gifted approximately 7000 3D-
printed hands and arms in over 100 countries (see Thierer, 2020; Enabling the Future, n.d.).
Thus, E-NABLE has provided a means for many people to contribute to a socially beneficial
outcome without a highly centralized leader directing the outcome. Of course, some degree
of centralized direction exists within E-NABLE, such as setting up the platform and coordi-
nating among the various volunteers/contributors. E-NABLE’s approach demonstrates
how there is no strict binary between centralization and decentralization, which can vary
even within the same organization.

As mentioned above, polycentric approaches are not panaceas, and the more poly-
centric a governance system becomes, there will also be costs and trade-offs. For example,
as the number of nodes increases in a polycentric system, coordination costs will likely
increase, as well as a potentially higher chance for conflicts between jurisdictions. Scholars
in the Bloomington tradition—as well as the associated public choice tradition—are care-
ful to engage in comparative institutional analysis between different types and levels of
decision-making. No governance system is perfect, and recognizing limits and trade-offs
is crucial.

3.2. The Meta-Polycentric Order of Society and Wicked Social Problems

Human action takes place in government, markets, and civil society, and the complex
interactions of entities in all three of these arenas constitutes a meta-polycentric order—a
high-level polycentric system composed of smaller polycentric systems (see Lofthouse &
Herzberg, 2023). Since wicked social problems are characterized by complexity, the meta-
polycentric order of society can cope with that complexity by providing useful epistemic
and incentive-related qualities that allow individuals, organizations, and communities to
create ways to address problems across many sectors. Markets, governments, and civil
society each have their own strengths and weaknesses, but the cooperation and contestation
among decision-makers in these three spheres leads to effective ways to address wicked
social problems. Useful knowledge can be discovered, aggregated, and communicated.
Decision-makers face stronger incentives to solve problems. There is more resilience
to shocks or failures. Workable solutions emerge from the various interactions without
requiring centralized coordination.

The Bloomington school’s approach to polycentric governance is associated with
a normative political philosophy of democratic self-governance that emerges from the
literature in classical liberalism (Aligica et al., 2019). The Ostroms and many scholars in
their tradition have relied on analytical and normative frameworks of the Austrian and
Virginia schools of political economy, which also have their roots in classical liberalism.
However, one does not necessarily have to ascribe to classical liberalism’s normative views
to appreciate the epistemic and incentive-related characteristics of a meta-polycentric order.
Markets, governments, and civil society can all succeed and fail on many margins. One
of the most important insights from the Bloomington school is that the combination and
interactions of markets, governments, and civil society can mitigate the unique pathologies
of each sector and bolster their strengths as well.

Markets are a complex spontaneous order that is composed of many cooperative and
competitive interactions. Under a framework of the rule of law and private property rights
protection, entrepreneurs produce and distribute the goods and services that consumers
desire. Markets function well when prices exist and profits can be made, and markets do not
function well in non-priced or nonprofit environments. Nobel Laureate F. A. Hayek argued
that many important forms of knowledge are dispersed, tacit, and inarticulable, meaning
that no central authority can make economically efficient decisions due to these epistemic
limitations. Market prices are a critical epistemic feature of markets because prices are
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signals that aggregate and communicate dispersed knowledge (Hayek, 1945). Thus, market
firms can solve and have solved problems in which monetary prices exist and profits
can be made, but entrepreneurs have weak incentives to solve problems that lack profit
opportunities (Kirzner, 1997, 2018). For-profit firms excel at filling the needs and wants
of consumers on many margins. For example, the inflation-adjusted price of televisions
has gone down over time due to increased competition and the discovery of more efficient
production processes (Delouya, 2023). When markets are relatively unencumbered, the lure
of profit and competitive pressures induce entrepreneurs to provide goods and services
at higher qualities and at lower prices, ceteris paribus. Under institutions that protect
private property rights and a culture that facilitates experimentation, markets have led to
the “Great Enrichment” in which billions of people today have vastly more wealth than
their ancestors only a few generations ago (McCloskey, 2010, 2016).

However, despite the many benefits, markets are ill-equipped to deal with the pro-
vision of public goods or cope with negative externalities, among other market failures.
In economics, the technical definition of a pure public good is one that is both nonexclud-
able (i.e., it is costly or impossible for one user to exclude others from using a good) and
non-rivalrous (i.e., the use of a good by one individual does not prevent others from using
the same good). Under this technical definition, many forms of knowledge are public
goods because once knowledge is discovered, one person’s use of it does not reduce its
availability to others (i.e., non-rivalrous) and it is difficult to prevent others from using it
(i.e., nonexcludable) (see Aligica et al., 2019). Others can then “free ride” on the knowledge
production of those who have directly borne the costs, like those engaging in research and
development. Thus, to overcome the public goods problem of knowledge, countries have
instituted intellectual property regimes that give a government-granted monopoly called a
patent, providing a stronger incentive for people to engage in research and development.
Additionally, negative externalities, such as pollution, arise when property rights to air or
water are not well defined or well enforced. Markets function well only under a system of
private property rights, so other kinds of interventions are often necessary to cope with
these negative externalities.

Governments are unique in that they have coercive power, and their most basic func-
tion is to protect life, liberty, and property, such as police, courts, and national defense.
When those basic functions are achieved, governments can provide goods and services
that are difficult to provide in markets, such as pure public goods or other goods that
face large costs for voluntary collective action. Some common examples include national
defense, flood control infrastructure, freeway systems, and public health initiatives, among
others. Governments can also use their coercive power to tax and regulate in order to
address market failures, such as the provision of public goods, addressing negative exter-
nalities, breaking up natural monopolies, correcting information asymmetries, maintaining
macroeconomic stability, etc. Thus, government interventions or other public policies may
be necessary to rectify market failures or other social problems. Many examples exist of
governments providing public goods and sparking innovations that have improved the
functioning of markets, such as the internet, GPS systems, biotechnology advancements,
renewable energy technologies, etc. (see Mazzucato, 2013, 2018).

Interventions in the functioning of markets can be a double-edged sword because they
are likely to distort price signals, which then induces producers and consumers to change
their behavior, leading to economic inefficiencies and misallocations of resources (Kirzner,
2018). For example, when policymakers intervene, the complex and entangled nature of
markets leads to unintended consequences, which then necessitates that policymakers
intervene further to accomplish their desired ends. Thus, interventions into markets often
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spark a metaphorical game of “whack-a-mole” in which one action sparks another problem
that pops up elsewhere (Ikeda, 2005).

The literature in public choice economics provides much theoretical and empirical
evidence of the weak incentives for policymakers to spend money prudently or work
efficiently towards specific goals, yielding government failures. Additionally, policymakers
have a strong incentive to concentrate benefits on favored groups while dispersing the costs
across the general population, making many policies socially wasteful (Buchanan, 1999;
A. C. Smith & Yandle, 2014; Holcombe, 2018). In other words, relying on government is a
Faustian bargain because it can devolve into predation in which officials face an incentive to
use their coercive power to redistribute wealth on a concentrated minority while dispersing
the costs on a much larger group (Buchanan, 2000). Government officials also face epistemic
limitations, so their ability to provide public goods or solve market failures, even assuming
benevolent intentions, is limited (Lavoie, 2016; C. J. Coyne, 2013, 2015).

Civil society groups take many forms, such as clubs, philanthropies, community
organizations, civic associations, mutual aid societies, and other nonprofits. Civil society
can also take the form of unpaid voluntary efforts to improve society, unaffiliated with any
formal organization, such as child rearing, or caring for aging parents. Such groups and
organizations provide many goods and services that both markets and governments are
not well-equipped to provide, including the conveyance of social values and a sense of
belonging (Chamlee-Wright & Storr, 2011; Storr & Haeffele-Balch, 2012; Storr et al., 2015).
These groups help generate and sustain social movements, which bring about social change
(Novak, 2021). The literature gives many examples of how civic associations and nonprofits,
including philanthropies, community organizations, and mutual aid societies, have helped
people cope with disasters and crises (Chamlee-Wright & Storr, 2011; Storr et al., 2015).

Civil society groups face shortcomings too, such as the lack of relatively clear feedback
based on profit and loss, like for-profit firms. In market firms, profits indicate success in
satisfying consumer preferences, while losses signal a misallocation of resources. Losses
provide a strong incentive for market firms to align their activities with market demands.
Even without the profit-and-loss mechanism, civil society groups have some useful feed-
back mechanisms to guide behavior, such as donor satisfaction, community satisfaction,
measurable outputs, etc. (Storr et al., 2015; C. J. Coyne, 2013). Feedback in the form of dona-
tions, grants, or volunteer contributions can give some indication of how well a nonprofit’s
activities are performing, but they are often less clear-cut than true profit and loss. Without
market prices and the profit-and-loss mechanism, there is no way to ascertain the economic
efficiency of a nonprofit’s activities. Additionally, some nonprofits have broad objectives
and ambiguous metrics of success, such as “improving well-being” or “increasing stability”,
meaning that it can be challenging to assess effectiveness (see C. J. Coyne, 2013). In other
cases, nonprofit staff may struggle with prioritizing which actions to take, and they may
experience burnout. Nonprofits and charities can suffer from the “fog of good intentions”,
referring to the confusion and challenges that arise when well-meaning efforts lead to
unintended negative consequences (for examples, see C. J. Coyne, 2013; Easterly, 2013).
In a nonprofit setting, results and impacts can be costly and difficult to assess. Another
potential issue with many nonprofits is a dependence on government funding, which can
often lead to a number of pathologies, such as principal–agent problems, mission drift,
communication breakdowns, and catering to funders’ whims rather than their core mission.
When nonprofits and charities are bureaucratized to a large degree, inefficiencies in terms
of time and money are exacerbated (see C. J. Coyne, 2013; Grube et al., 2017).

To cope with the various potential pathologies in both the private and public spheres,
private–public partnerships (hereafter, PPPs) can be one potential polycentric institutional
structure that promotes the best of both spheres while mitigating the shortcomings. The
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three sectors mentioned above are made distinct for analytical tractability, but in practice
they are often heavily interconnected. A growing literature has discussed how PPPs foster
collaboration so that different entities can share resources and complementary expertise,
making them more effective in many cases (e.g., Brinkerhoff, 2002; Brinkerhoff & Brinker-
hoff, 2002; O’Regan & Oster, 2000; Witesman & Fernandez, 2013; Incite, 2017). Social
entrepreneurs are critical components of making functional PPPs, and the literature indi-
cates that social entrepreneurs who incorporated multi-sector collaboration have facilitated
effective collective action. In particular, social entrepreneurs can catalyze social learning
and drive community-oriented innovations by using their diverse, localized knowledge
to supplement actions in government or markets (e.g., Dees & Anderson, 2006; Frank &
Shockley, 2016; Light, 2006; Moulaert et al., 2013).

However, if the rules setting up a PPP arrangement are not done well, a PPP can be-
come a corrupt rent-seeking opportunity that is socially wasteful at the taxpayers’ expense
(Lv et al., 2021; Mulyani, 2021). For instance, Canada has been relatively successful at
implementing PPPs, and between the early 1990s and 2018, provincial governments across
Canada have developed and completed over 200 infrastructure projects through PPPs
(Warsen et al., 2020). However, in other places, PPPs have become a boondoggle because
the institutional rules did not have effective oversight, or there was collusion between
government officials and private entities (Rybnicek et al., 2020; Schomaker, 2020).

A meta-polycentric order, however, is also more than just an assortment of PPPs. PPPs
constitute part of a meta-polycentric order in which many kinds of entities collaborate with,
contest against, and mutually adjust to one another. PPPs represent some of these centers
but are joined by other entities, including community organizations, local governments,
businesses, and civil society groups. Under certain institutional conditions, PPPs embedded
in a broader polycentric order compete for influence, funding, or the pursuit of distinct
goals, which can drive innovation and prevent stagnation (see Ostrom, 2005; Aligica &
Tarko, 2012; Aligica et al., 2019; McGinnis, 1999a, 1999b, 2000).

Thus, wicked problems are best addressed with a combination of resources, knowl-
edge, and skills from both the private and the public spheres. As wicked social problems
evolve over time, institutional structures must be adaptable to cope with various forms of
complexity and ongoing change. A meta-polycentric governance structure tends to provide
long-term adaptability to wicked social problems because it creates a learning environment,
mitigates abuses of power, promotes resilience, and accommodates a diversity of subjective
preferences/worldviews.

4. Examples of Polycentric Governance in Action
In what follows, we describe how polycentric governance systems have functioned in

two contexts: (1) post-disaster recovery and (2) climate change mitigation and adaptation.
We have chosen these two contexts because they are especially difficult wicked social
problems. The contexts of post-disaster recovery and climate change are characterized
by intractability, open-endedness, and multi-dimensionality, as well as being highly un-
predictable and uncertain. Although these two case studies are relatively short, they are
intended to suggest how and why a meta-polycentric order can be useful even in the hard-
est cases. This section is intended to highlight how the interactions among governments,
markets, and civil society can produce the relevant knowledge and incentives to address
wicked social problems.

We analyze how polycentric systems have successfully addressed these problems in
the past, and we discuss how further polycentric action can lead to more success in the
future. The term “success”, however, is fraught because different people define success
differently. Following in the Bloomington school’s tradition, we take a subjectivist approach
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in which the people being governed define success for themselves. A wicked social problem
will undoubtedly include individuals with a wide diversity of preferences and opinions.
For instance, one person might deem a post-disaster recovery effort a success, but another
person might consider the same action unsuccessful. One of the benefits of a polycentric
approach to solving wicked social problems is that there is space for both a diversity
of preferences and approaches to accommodate those preferences. There are, however,
generally widespread sentiments about what constitutes success in situations of post-
disaster recovery and climate change mitigation/adaptation. For post-disaster recovery,
success is often defined as victims receiving the goods and services they need, as well as
rebuilding communities to their former operations. For climate change, successes are often
defined as reducing greenhouse gas emissions and making people more resilient to the
effects of climate change.

4.1. Post-Disaster Recovery

Recovering from a disaster, such as a hurricane, earthquake, or pandemic, is a wicked
social problem because of the complexity of the needs of an affected population and the
means to address those needs. Nearly every aspect of a post-disaster situation is charac-
terized by uncertainty on some margin. The scale and scope of a post-disaster scenario is
overlapping and multifaceted because many interrelated concerns arise simultaneously, like
housing, infrastructure, healthcare, economic recovery, etc. There is no clear or definitive
point at which a community has recovered from a disaster. The effectiveness of an approach
or intervention is subjective, with different stake holders viewing some as legitimate and
just, while others do not. The results of any approach or intervention will also be evaluated
subjectively by different individuals or groups. All disasters are unique because of differ-
ences in human populations, physical geography, and pre-existing social and economic
conditions. Thus, even disasters that seem superficially similar, such as hurricanes, will
require different responses depending on where they strike.

Despite the diversity and complexity of disasters, many communities have been able
to bounce back successfully due to the cooperation and contestation among for-profit firms,
various levels of government, and civil society organizations. Perhaps the most conspicuous
entities in post-disaster recovery are government agencies. In the context of the United
States, the federal government has several agencies that provide resources and services
for recovery. The Federal Emergency Management Agency (FEMA) allocates financial
assistance and other resources to lower levels of government, individuals, and communities
(Knapp, 2020). Especially after hurricanes, the Coast Guard uses resources and expertise
to rescue people in flooded areas (Horwitz, 2010). Businesses, homeowners, and renters
can receive low-interest disaster loans from the US Small Business Administration to repair
and replace property damaged by disasters (Davis et al., 2018). The US Army Corps of
Engineers builds, maintains, and repairs infrastructure, like levees and dams, which is
meant to mitigate the chances of catastrophic flooding (Rosati et al., 2015). Additionally,
each state has an emergency management agency to help when a crisis strikes. State
agencies collaborate with FEMA and other federal agencies to provide necessary public
services and rescue missions (Hoekstra & Montz, 2017; Williams, 2023). At the local level,
emergency management offices are often the first to respond to disasters because they are
closest a crisis and have the most local knowledge, but higher levels of government can
sometimes crowd out or displace local-level responders (LePore, 2020).

Chamlee-Wright (2023) provides an intellectual framework for determining when
government entities have a comparative advantage for post-disaster recovery compared
to markets and civil society. In her framework, governments should focus only on post-
disaster activities that are essential, big, simple, and for which government is comparatively
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capable (which she calls the EBS-Cap Framework). The characteristic of “essentialness”
may be self-explanatory, meaning that governments should not engage in post-disaster
activities that are clearly superfluous, as defined by the people needing help. It is important
to note that what one group or individual sees as superfluous may be a necessity for
another group or individual, but often individuals in communities have socially shared
preferences. Since governments generally have access to larger amounts of resources,
they are relatively more well equipped to undertake “big” projects in a post-disaster
scenario than civil society groups or market firms. Perhaps the most counterintuitive
part of Chamlee-Wright’s argument is that governments should prioritize simple tasks
rather than complex ones when helping after a disaster: “The more elaborate, the more
complex, the more complicated the project, the less likely it will be that government is
well-situated to achieve success. [. . .] In the wake of Hurricane Katrina, the first impulse
was to create a government commission and charge it with the task of redeveloping the
City of New Orleans so that it would be rebuilt better than it ever was before the storm.
What emerged instead was a thicket of bureaucratic roadblocks, delays in relief assistance,
and uncertainty about the rules and regulations that would govern the recovery process.
All of this left displaced residents, business owners, and social service providers on the
sidelines, exacerbating the crisis” (Chamlee-Wright, 2023, p. 25). Lastly, governments
are well-positioned to accomplish certain tasks compared to market firms or nonprofits,
such as providing cash quickly to individuals and service providers. Since government
bureaucracies often have blunt, as opposed to precise, capabilities, government should
focus on the large-scale blunt tasks that they are relatively capable of doing.

Chamlee-Wright’s framework is not anti-statist in favor of bottom-up reconstruction.
Instead, governments, especially at the highest levels, can (and often do) play a critical
role in post-disaster recovery, but that role is best suited for particular types of activities.
If federal agencies did not engage in “EBS-Cap” activities, it is unlikely that successful
reconstruction could happen. Due to the foundation of a centralized federal decision-
making apparatus, bottom-up action from markets and civil society can more effectively
take place. Thus, a polycentric approach to post-disaster recovery often relies heavily on
federal government-led projects, even with bureaucratic inefficiencies.

Market firms, although motivated by making profits, are an indispensable component
of post-disaster recovery. After a crisis, firms sell necessary goods and services for a profit,
and many firms also have a philanthropic wing that provides aid at no cost to consumers.
For example, Walmart is known for opening up quickly after a disaster and shipping
merchandise to meet customers’ needs with food, water, and other necessities. Walmart
also donates millions of dollars and essential supplies to affected communities (Horwitz,
2009; Linnenluecke & McKnight, 2017). The Home Depot is also known for opening quickly
after a disaster so that people can buy necessary goods, including construction materials,
electricity generators, plumbing materials, etc. On the philanthropic side, The Home
Depot also donates supplies and funding to repair homes and rebuild other damaged
structures (Ergun et al., 2013; Grube & Storr, 2018). Airbnb is a critical source of housing for
people who flee a disaster before it strikes, and it also provides shelter for people who are
displaced afterward. Airbnb has also offered to cover the costs of displaced residents and
relief workers in some instances (Kaniadakis et al., 2022; Seddighi & Baharmand, 2020).

Civil society organizations, including nonprofits, philanthropies, churches, and com-
munity groups, are critical to post-disaster recovery because they provide necessary fund-
ing, resources, and social capital (Simo & Bies, 2007; Mathias et al., 2022). The American
Red Cross and the Salvation Army are some of the largest and most well-known nonprofits,
and they provide disaster survivors with emergency shelters, food, medical care, and
psychological support (S. L. Smith & Grove, 2017; Hamner, 2008; Jellets, 2008; Hicks, 2014).
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However, these large organizations are not without shortcomings. The Red Cross has been
criticized for becoming increasingly bureaucratic over time as it has become entangled with
governmental responsibilities, leading to a more centralized and rigid approach (Grube
et al., 2017). Nonprofits like Habitat for Humanity engage in long-term rebuilding projects,
helping to repair and reconstruct homes and infrastructure, thus enhancing resilience
to future disasters (Chen, 2015). Feeding America distributes meals to those affected by
disasters by partnering with local food banks. The organization is concerned with food
security in both the short and long terms (MacNabb & Fletcher, 2019; Casellas Connors
et al., 2023). Team Rubicon recruits military veterans as volunteers to provide disaster
response services, including debris removal, home repair, and medical aid (Fraser, 2020).
World Central Kitchen provides fresh meals to disaster survivors and emergency workers
all over the globe (Firth, 2022). Local religious organizations help communities bounce
back after a disaster by leveraging their social capital to provide the goods and services
that parishioners need (Chamlee-Wright & Storr, 2011; Storr et al., 2015).

Of course, these examples of civil society organizations are just a few of the bigger
groups that have engaged in post-disaster recovery. However, many lower levels of
governments, for-profit firms, and nonprofit organizations provide important goods and
services. Thus, a full picture of how nonprofits, governments, and for-profit entities work
together requires analyzing action at various levels and sizes. A growing literature has
examined the multifaceted, multilayered approach to post-disaster recovery in a variety
of scenarios (see Chamlee-Wright & Storr, 2011; Storr & Haeffele-Balch, 2012; C. J. Coyne,
2013; Storr et al., 2015; Grube & Storr, 2018; Chamlee-Wright, 2023).

Thus, the literature on post-disaster recovery makes it clear that the meta-polycentric
arrangement of society has allowed many communities to rebuild and revive themselves.
Different entities, such as nonprofits and for-profit firms, have learned from the successes
and failures of one another and adapted their own practices. If an organization or agency
is tempted to engage in corrupt or wasteful practices, people have alternatives that can
fulfill their needs, which disciplines how much corruption and waste is likely to happen. If
one entity fails to achieve its goals, other entities have picked up the slack, leading to more
resilience in a society overall. The wide variety of for-profit firms, government agencies,
and nonprofits has accommodated a diversity of subjective preferences, which has allowed
different communities to define and achieve their own kind of “success”.

In contrast, a truly monocentric approach to post-disaster recovery would be limited
to aid provided by a single, high-level government agency. Such an agency would likely
lack local, context-dependent knowledge that is relevant for coping with a disaster, and
actors within such a high-level bureaucracy often have weak incentives to act effectively
and efficiently. One such example is the failures of the Federal Emergency Management
Agency to provide necessary goods and services after Hurricane Katrina (see Pierre &
Stephenson, 2008; Farazmand, 2009; Storr et al., 2015).

4.2. Climate Change Mitigation and Adaptation

Human-caused climate change is another wicked social problem, and perhaps the
biggest humanity has experienced. Climate change is highly complex because of many
interrelated factors, such as greenhouse gas emissions from large-scale agriculture and
fossil-fuel energy consumption, as well as deforestation and other industrial activities. Any
of these factors is complex, so each one requires a unique approach. Therefore, the causes
of and potential solutions to climate change cannot be comprehensively defined.

When looking at both mitigation practices and adaptation techniques, the climate
change issue because even more multifaceted. There is no clear cut-off point when climate
change has been “solved”, and individuals widely disagree on the acceptable level of trade-
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offs associated with mitigation and adaptation approaches. Any techniques or strategies
of mitigation or adaptation will have slow, ambiguous feedback, meaning that adjusting
is a murky process. Furthermore, climate change has differential impacts on different
locations depending on their physical geography, as well as other economic, social, and
political contexts.

There is no world government, so a truly global monocentric system does not exist.
However, some scholars and activists have called for national governments to adopt
highly monocentric approaches within their countries, such as comprehensive and non-
comprehensive forms of top-down economic planning to combat climate change (Bartels,
2001; L. B. Brown, 2009; Delina, 2016; Klein, 2020; Malm, 2020). These scholars explicitly
and implicitly argue that a polycentric governance approach to climate change will be
ineffective because they are composed of many fragmented decision-makers pursuing their
own contradictory objectives.

In response to concerns like these, Elinor Ostrom (2012, 2014) and other scholars in her
vein (see Cole, 2015; Jordan et al., 2018; Lofthouse & Herzberg, 2023; Goodman et al., 2024)
have argued that no centralized organization can orchestrate a consensus on the seriousness
of climate change’s existential threat or implement effective solutions. It is precisely because
of the complexity of the geophysical processes and the socio-political dynamics that a
polycentric approach is useful for climate change mitigation and adaptation. If an idealized
form of a centralized, top-down approach could be implemented, then climate change
could be effectively addressed. However, the Bloomington school’s approach focuses on the
real-world considerations of limited knowledge, preference heterogeneity, and disconnects
between private incentives and social welfare. A well-constituted polycentric approach can
generate new knowledge and provide a learning environment that facilitates adjustment. A
polycentric approach can also accommodate a variety of preferences and promote “buy-in”
from the people being governed, which aligns incentives for socially productive action.

Despite the complexity of the causes and consequences of climate change, the coopera-
tion and contestation among for-profit firms, various levels of government, and civil society
organizations has led to many improvements for mitigation and adaptation. For instance,
governments across the world have implemented a variety of policies. Sweden and Canada
have carbon taxes that have incentivized reductions in emissions (Sterner, 2020; Winter,
2020). The European Union created the Emissions Trading System, which is one of the
largest carbon cap-and-trade programs in the world (Bayer & Aklin, 2020). In the United
States, the Investment Tax Credit (ITC) provides funding and support for solar energy
projects, especially for private households (Morgan, 2021). Many U.S. states have adopted
Renewable Portfolio Standards policies, which set mandates or goals for how much of a
state’s energy must come from renewable sources (Joshi, 2021). China has implemented
ambitious renewable energy targets, which has succeeded on some margins, but China’s
carbon emissions have still grown sharply in the recent past (Zheng et al., 2021). The U.S.
federal government has long implemented Corporate Average Fuel Economy standards,
and the European Union has implemented carbon emissions standards, which are meant to
induce more fuel-efficient vehicles, and thus lower carbon emissions (Wang & Miao, 2021;
Haas & Sander, 2020). Through the Paris Agreement, a majority of the world’s countries
have committed to reducing their carbon emissions, but the enforcement mechanisms lack
stringency (Roelfsema et al., 2020).

Since entrepreneurs in market firms cater to consumers’ desires, the competitive
pressures of the market—as well as some pressures from public policies—have led firms to
innovate cleaner, more efficient products (Anderson, 2021). Internal combustion engines
have continued to become more fuel efficient and emit fewer pollutants, largely at the
behest of consumers who want to pay less for fuel (Johnson & Joshi, 2018). Electric vehicles



Adm. Sci. 2025, 15, 22 16 of 23

have longer battery life and higher efficiency, also due largely to the demands of consumers
(Feng & Magee, 2020). Energy storage technologies are improving electrical grid reliability,
which is important for the proliferation of non-dispatchable types of renewable energy
like wind and solar. Emerging technologies include pumped hydro storage, compressed
air energy storage, and advanced grid-scale batteries (Ali et al., 2021; Huang & Li, 2022;
Matos et al., 2022). Innovations with smart thermostats and HVAC systems have reduced
energy consumption in domestic and commercial spaces, ultimately reducing carbon
emissions (Stopps & Touchie, 2021). Agricultural innovations are allowing farmers to use
less water, require fewer fertilizers/pesticides, and produce larger yields, which means
fewer environmental impacts (Duncan et al., 2021). Innovations in carbon-capture-and-
storage technologies are becoming more economical, which helps reduce atmospheric
carbon that has already been emitted (Beck, 2020).

Civic associations and nonprofit organizations have played pivotal roles in the mitiga-
tion of and adaptation to human-caused climate change through various initiatives and
actions. Their contributions span advocacy, education, policy influence, and direct action.
Among the Sierra Club’s many activities, it has lobbied policymakers to reduce greenhouse
gas emissions, promote renewable energy, and protect natural habitats. Since the Sierra
Club is one of the largest environmental groups in the United States, it influences how its
members view the world and vote (Coley & Schachle, 2021). The Natural Resources De-
fense Council influences policymakers and engages in legal action to enforce environmental
laws (Blair, 2023). The Nature Conservancy engages in reforestation, wetland restoration,
and sustainable agriculture to promote ecosystem resilience and carbon sequestration
(Mccarthy, 2012). The Environmental Defense Fund uses intensive litigation to advance a
variety of environmental causes, including climate change and climate justice (Luke, 2024).

Several creative and strategic cross-sector partnerships have included innovative
financial arrangements known as “blended finance”, which is meant to reduce the risk
involved in certain investments. In other words, this approach strategically injects funds
into high-potential but high-risk projects so that the private sector will be less hesitant to
invest. Civil society organizations, such as private foundations or charities, may identify
certain goals that they want to help achieve, such as cleaner energy or other mitigation
efforts. However, these organizations may not have the resources, wealth, or expertise to
address the issues on their own. These private organizations then enter into collaboration
with government agencies, commercial investors, and/or other types of investors to design
a blended finance structure, which may include grants, concessional loans, guarantees, and
equity investments. These potential finance structures are meant to de-risk the projects that
the private organizations would like to see accomplished. For instance, private foundations
may provide first-loss capital to protect investors from potential downsides by absorbing
some initial losses. Foundations and nonprofits may also provide guarantees and insurance
to offset certain risks like currency fluctuations, credit risk, or other forms of political insta-
bility. Blended finance can take a wide variety of institutional forms, but they are all meant
to be de-risking mechanisms to facilitate certain desired outcomes (Rode et al., 2019; Farber
& Reichert, 2023; Ostojić et al., 2024). For example, the Hewlett Foundation implemented a
blended finance approach to jump-start the clean energy sector in developing countries
(Waite, 2018, 2020). Of course, blended financing is not a panacea, but it is one potential set
of approaches within a broader meta-polycentric order. Some forms of blended financing
may succeed on some margins and fail on others. Within a meta-polycentric order, many
different philanthropies and foundations can experiment with different types of blended
financing schemes, which contributes to system-wide resilience and an environment of
mutual learning.
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To many people, it may seem that a global problem like climate change cannot be dealt
with effectively with countless actors working at cross-purposes. However, the theoretical
and empirical evidence from the Bloomington school indicates that a polycentric approach,
if well constituted, can effectively address a global problem, even with a large degree of
preference heterogeneity. Since the United Nations does not have binding power, and
since national governments are sovereign, the world exists in a polycentric arrangement.
Worldwide agreements that all countries voluntarily uphold are unlikely to arise in the
short or long term. Thus, the real question is how to constitute or reconstitute a meta-
polycentric order so that various governments, market firms, and civil society organizations
drive each other towards effective climate action while also mitigating social harms. The
most effective structure of such a meta-polycentric order is open to debate, and future
research should focus on different institutional arrangements that generate the necessary
knowledge and provide the correct incentives for effective climate action.

5. Conclusions and Implications
Most social problems are wicked because they are complex, ambiguous, multifaceted,

and subjective. These problems lack straightforward answers, and feedback processes
are unclear and slow, making adaptation difficult. A polycentric approach, rather than
centralized, one-size-fits-all methods, tends to be the most effective way to cope with wicked
social problems because of the associated epistemic and incentive-related characteristics.
Governments, markets, and civil society can try different ideas, techniques, and institutional
structures. Since no entity in the system fully dominates the other, various forms of
cooperation and contestation can arise. These interactions produce necessary knowledge
and induce socially beneficial behavior, which are essential to tackle wicked problems. Post-
disaster recovery and climate change mitigation are just two examples of how a polycentric
approach can address wicked social problems.

One of the main insights that comes from applying the Bloomington school’s frame-
works and theories to wicked social problems is that there must be an emphasis on the
epistemic and incentive-related characteristics of different sectors. For example, actors in
government will have different kinds of knowledge and different institutionally contingent
incentives than actors in markets or civil society. If scholars and policymakers neglect
the key differences among these sectors as they relate to knowledge and incentives, then
attempts to address wicked social problems will be limited. As such, one recommendation
for policymakers is to avoid placing too much emphasis on government approaches. As the
Bloomington school’s theoretical and empirical research finds, different spheres of human
action have different epistemic and incentive-related qualities. To the degree that govern-
ment action crowds out market-based or civil society action, useful forms of knowledge
and incentives will be displaced or neglected.

Elinor Ostrom (2007) cautioned against the temptation to use panaceas to address
complex social issues, and polycentric governance itself is not a panacea. The Bloomington
school’s work on polycentricity is intimately tied to institutional analysis, meaning that
different institutional configurations will have different epistemic and incentive-related
properties. In some cases, perverse polycentric governance systems can emerge, meaning
that certain arrangements of overlapping institutions hinder the discovery of knowledge,
obstruct adaptation, or promote unproductive incentives. Thus, when attempting to ad-
dress wicked social problems, a well-constituted monocentric approach could outperform
a poorly constituted polycentric approach. However, the growing literature on institutional
analysis seems to suggest that there is a general tendency for polycentric approaches to
outperform monocentric ones over time (see Ostrom, 2005, 2012, 2014; Aligica & Tarko,
2013; Aligica et al., 2019).
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This paper has three implications. First, civil society organizations, particularly non-
profits and philanthropic groups, may often need to be at the forefront of addressing
particular kinds of wicked social problems. In many cases, due to their unique kinds of
knowledge, it may be most appropriate to rely on civil society organizations to address
significant issues, such as post-disaster recovery or climate change. While civil society
organizations offer many practical advantages, too much reliance on them may also be
unwise. We do not want to describe civil society as a panacea. However, in cases where
civil society organizations have the relevant knowledge, incentives, and resources, they
should not be afraid to experiment with a variety of approaches. Civil society organizations
are embedded within the communities they serve, allowing them to gather detailed and
specific knowledge about the needs, preferences, and dynamics of those communities.
Nonprofits and philanthropic groups can quickly respond to emerging issues, experiment
with innovative approaches, and adjust their strategies based on feedback and changing
circumstances. Nonprofits and philanthropic groups often facilitate the building of social
capital and foster trust within communities. These civil society groups sustain collective
action and community resilience because the community members are intimately involved
in the decision-making processes, meaning that they “co-produce” the outcomes that they
want to see.

Second, all too often, there is a natural tendency in organizations toward silo thinking
and myopic thinking. If leaders in nonprofits are aware of polycentric thinking, they may
be able to see the “big picture” more clearly, which helps them to be more effective in
their mission. Even in nonprofits, leaders and workers can act entrepreneurially by being
alert to and discovering alternative institutional arrangements that may improve learning
and adaptation processes, find new means of collaboration with external organizations,
and navigate complexity more effectively. By incorporating the principles of polycentric
governance into organizational strategies, for-profit and nonprofit entities can better achieve
their goals. Further research could develop practical guidance on how to improve mindsets
and guiding principles by applying the Bloomington school’s insights.

Third, a polycentric approach can be used within organizations to facilitate bottom-
up empowerment. With some degree of decentralized decision-making, individuals at
all levels of an organization can be empowered to innovate and act entrepreneurially.
This distribution of leadership can increase engagement and motivation among staff and
volunteers, fostering a sense of ownership and responsibility. Furthermore, polycentric
governance enables nonprofits to be more responsive to local needs and contexts. This
local responsiveness can enhance community engagement and support, leading to more
effective and sustainable outcomes.

Future research should apply the logic of polycentric governance systems to a wide
variety of other wicked social problems, like housing affordability, homelessness, water
management, species conservation, public health crises, education reform, and energy
production, among others. The combination of multiple overlapping government policies,
market firms, and nonprofit organizations is likely to generate the relevant knowledge
and incentives to address these wicked social problems. Centralized, one-size-fits-all
approaches hamper our ability to find solutions to complex problems.
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