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For almost a century the regulatory state was one of the distinctive features of ‘American exceptionalism’: while other states regulated and while regulations were always a major tool of the state, it was in the United States that regulation through ‘independent regulatory commissions’ became the most visible and celebrated tool of governance. What the United States regulated, other countries often nationalized; where the United States applied legalistic and formal modes of regulations, other countries relied on persuasion, informal exchange, and consensual policy styles.
 The regulatory state is no longer exclusively American.
 Major features of the regulatory state, such as privatization and governance through autonomous regulatory agencies, are a central feature of reforms in the European Union,
 Latin America,
 and East Asia.
 At the same time, new techniques and instruments of regulation are being explored, studied, and implemented in different policy arenas and with regard to innumerable social and political issues. 
While regulation is by no means new, the last two decades have undoubtedly been an era of institutional regulatory innovations. Since the late 1980s, privatization has been increasingly accompanied by the establishment of state agencies that exert regulatory controls over business entities in fields as diverse as telecommunications, electricity, water, post, media, pharmaceuticals, environment, food safety, occupational safety, insurance, banking, and securities trading. These new entities, often known as independent regulatory authorities,
 have been granted some measure of autonomy from direct political control, allegedly in an effort to increase ‘policy credibility’ vis-à-vis domestic and international capital.
 
Although privatization and institutionally autonomous regulatory agencies are the most visible and celebrated aspects of the regulatory state, our review emphasizes two further characteristics of the new regulatory state which, together with privatization and autonomous regulatory agencies, have transformed the way capitalism is governed: first, the formalization and codification of what was – most probably not only in Britain – an informal way of applying law in general and regulation in particular;
 and second, the proliferation of new mechanisms and techniques of regulation, meta-regulation, and enforced self-regulation.
 These two additional characteristics make for a broader conception of the regulatory state than is usually found in the literature. Most important, the emphasis on meta-regulation and enforced self-regulation suggests the importance of going beyond the notion of ‘regulatory state’ and introducing the notion of ‘regulatory society’ to explain the overall change in governance structures.
 
This is altogether puzzling since amidst the rise of neo-liberalism, the prominence of the American deregulation movement, and the teleology of privatization, one might have expected a retreat of the state and a relaxation of rules and regulation. Yet, as the books under review demonstrate, liberalization and managerial reforms that were supposed to ‘hollow out the state’ were intimately coupled with the rise of multi-layered regulatory institutions and formalization of codes of behaviour at the corporate, state, and international levels. In contrast to rational choice explanations of increased formalization by reference to the interest of privatized sectors in policy stability, they show that the increase in and formalization of regulation were not limited to sectors that underwent privatization and managerial reforms. The debate seems at last to be moving beyond privatization and interest-driven behaviour. Our aim is to make some sense of these developments and to suggest an interpretive framework that links the rise of regulation with sociological and cultural changes. 
The three books reviewed here are empirically focused on Britain. However, given both the importance of the British case and the theoretical frameworks that the authors develop, their analysis should be applicable and highly relevant elsewhere. Michael Moran’s The British Regulatory State emphasizes the destruction of an anachronistic governance system that was based on trust and tacit agreements between business and governmental elites and its replacement by a modern system of regulation. Christopher Hood, Colin Scott, Oliver James, George Jones and Tony Travers’s Regulation inside Government focuses on the growth of formal regulatory mechanisms within government.  The authors identify several important modes of control and account for the variance in their spread by introducing the notion of the ‘relational distance’ between regulators and regulatees. Finally, Michael Power’s The Audit Society focuses on the explosion of auditing and on the ‘auditization’ of British society. The British—and, Power believes, not only the British—are more concerned with the monitoring of services than with their actual improvement. Rituals of regulatory verifications serve as ‘empty assurances’ for a public who fail to trust professionals’ judgement.  This suggests that behind the proliferation and formalization of regulation stands a society that prefers formal rules and regulations to interpersonal trust and individual discretion. 

I. Moran and the Rise of the British Regulatory State 
For the first two-thirds of the 20th century, Britain, according to Moran, was the most stable and least innovative country in the capitalist world. Once a byword for stagnation, since the 1980s Britain has been a pioneer of institutional and policy change.
 Moran deals with three major questions regarding the transformation of Britain: Why did this transformation happen? What did it amount to? What were its consequences? Moran describes four prevalent scholarly images of the regulatory state: as an ’American State’,
 as a ‘European Madisonian State’,
 as a ‘Smart State’,
  and as a ‘Risk State’.
 As an alternative, he presents a ‘British’ image of the regulatory state: a state that is grounded uniquely in British history and culture or in British ‘exceptionalism’. Moran fuses economic and cultural perspectives in order to produce a political account of the change. Transformation is said to be driven by the conjunction of the economic crisis in the 1970s, which revealed the long-term decline of the British economy, and ‘a deep institutional crisis’ of British ‘club government’.
 Moran’s focus is on the institutional crisis of ‘club government’, which therefore gets special attention here. 

Nothing encapsulated club government quite so perfectly, Moran tells us, as the British system of self-regulation:
Britain is, in Baggott’s words, ‘a haven for self-regulation’. In this haven self-regulation...has been uniquely informal. Specialized regulators have been rare; instead, regulation has commonly been done as a kind of by-product of market activity. …the British have been reluctant to codify rules in details, and correspondingly reliant on trust and implicit understandings. Finally, self-regulation in Britain has taken an unusual legal form: private associations, often entirely unknown to the law, have been central to many of the most important systems of self-regulation: and the law itself has historically played no role, or only a residual one, in the life of self-regulatory systems.

Club government was expressed by oligarchic, informal, and secretive operations in the ‘overlapping spheres of self-regulation and the vast, labyrinthine world of quasi-government’. 
 It is a deliberate anachronism of a pre-democratic order that served to protect the British elite from democratic pressures. This was made possible by a combination of the British ideology of self-regulation and the public’s deference to business and governmental elites. The old ‘Victorian’ regulatory state, which was a response to industrialization, was intimately embedded in the arrangements of club government.
Before the industrial revolution, writes Moran, the economy was certainly regulated, but it is not sensible to speak about a ‘regulatory state’ since bureaucratic institutions were weak and scattered. The growth of the state and the institutionalization of public and private regulatory agencies are all products of the industrial revolution and the Victorian era. Between 1833 and 1850, British politicians created various new institutions to govern social and economic life, including: ‘the Factory Inspectors; the Poor Law Commissioners; the Prison Inspectorate; the Railway Board; the Mining Inspectorate; the Lunacy Commission; the General Board of Health; the Merchant Marine Department; and the Charity Commission’.
 The great Victorian bursts of regulatory institution-building also encompassed some innovation in the self-regulatory system, such as the creation of modern patterns of self-governing professionalism and self-government in the critical financial markets.
 Moran calls these innovations in governance a ‘regulatory state’ because they created (or reorganized) public institutions as regulatory bodies. At the same time, these institutions were shaped by particularly cooperative relationships between regulators and regulatee, and between public and private regulation.
 Moran further implies that this cooperative character resulted in systematic responsiveness to insiders’ and elite interests. 

As mentioned above, Moran’s focus is on the transformation of that system of governance. The club system was largely shaped by the principle of self-regulation in two domains: the professions and the City of London. It was in the professions and in the City that ‘a dominant British ideology of regulation was hammered out, and was then diffused throughout much of the twentieth century to other parts of the British state and economy’.
 The crisis of club government is also a crisis of self-regulation, and Moran examines, in detail and in a masterly way, changes in the governance of the City, in the professions (lawyers, accountants, doctors, teachers, higher education) and even in a leisure sphere such as sport.  As these domains had symbolic importance, their transformation had important effects: ‘A whole way of thinking instinctively about regulation, and a whole way of intellectualizing regulatory activity, was called into question.’

The transformation of this club government since the 1980s resulted in a system of governance of ‘increasing institutional formality and hierarchy, where the authority of public institutions has been reinforced…by substantial fresh investment in bureaucratic resources to ensure compliance’.
 This new hierarchical system is at the same time made more transparent and open ‘by the provision of systematic information accessible both to insiders and outsiders, and by reporting and control mechanisms that offer the chance of public control’ (albeit a few islands of closed communities immune to external control remain).
  This allows and encourages higher levels of politicization. 

In contrast to images of withdrawal and hollowing-out of the state, with a transfer of power to international agencies and domestic actors, the change described by Moran is one of a vigorous regulatory state whose central ambitions have not diminished. On the contrary, it uses command and control regulation to colonize new areas, develop new agencies and reform old ones.
 The tools it applies to achieve these ambitions are entirely congruent with ‘high modernism’: that is, standardization, central control, and synoptic legibility to the centre.
 Yet, as elaborated later, these innovations and reforms amount, according to Moran, to an incomplete reconciliation with modern conditions of globalization.
 

II. A Regulatory State within the State: on Waste-Watchers, Quality Policy and Sleaze-Busters

While the rise of the regulatory state in Britain, as studied by Moran, is something that happens between state and society, Hood and his colleagues examine it within the British government. The context of their study is the managerial reforms of the 1980s and 1990s (the so called New Public Management), which promoted decentralization and managerial autonomy. The authors study the effects of these reforms on the modes of control and the relationships between regulators and regulatees within government. This they do by systematic comparison of changes in the modes of control over central government, local government, prisons, schools and EU overseeing of the UK public sector. 

What may have been described by others or in the past as ‘administration’ is brought into the framework of regulatory theory. Just as business firms are exposed to a set of different regulators – auditors, inspectors, licensing bodies and competition authorities –– so are public organizations. A collection of waste-watchers, quality police, sleaze-busters, and the like exert their powers on local authorities, schools, health suppliers, regulatory agencies, prisons, and executive agencies. Some of these overseeing organizations are common to the public and private sectors, but many are specific to public bodies in the form of distinctive systems of audit, grievance handling, standard setting, inspection, and evaluation. 

The overall scope and scale of regulation within the British government is perplexing and it is certainly a growth industry.  The British government, they argue, expends more effort on regulating itself than it does on regulating the much-discussed privatized utilities They count 135 separate regulators in total, ‘directly employing around 14,000 staff, and costing £770m to run in 1995 – just over 30p in every £100 the UK government spent…’.
 This is a conservative estimate of change that was ignored by others. And its impact is even larger if one considers the massive compliance costs for the regulated agencies. For example, inspection of secondary schools has been estimated to cost each school around £20,000 in expenses directly connected to the inspection.
 Moreover, ‘regulators of government for the most part made no attempt to assess the costs to their clients of complying with their demands’.
 In an era when governments aspired to be leaner and meaner in the name of efficiency, regulators within government approximately doubled their budget. From the 1980s the British government substantially reduced the number of its direct employees – with more than one civil servant in four disappearing from the payroll between 1976 and 1996. Yet total staffing in public sector regulatory bodies went dramatically in the other direction, with an estimated growth of 90% between 1976 and 1995.
 It might well be that this growth reflects their role as an instrument chosen for making the rest of the public service leaner and meaner. Indeed, if the patterns of regulatory growth and civil service downsizing had continued at the 1975-1995 rate indefinitely, the authors estimate that late in this decade the civil service would have had more than two regulators for every ‘doer’ and over ten regulatory organizations for every major government department.
 
The authors examine the above dynamic against four ideal types of controls: oversight (command and control techniques), mutuality (informal peer control), competition (use of internal markets, comparative tables, lateral entry, etc.), and contrived randomness (control through unpredictable processes or pay-offs). They demonstrate that these ‘ideal’ forms of control are in reality mixed together in several ‘hybrids of controls’ and suggest that, within government, control shifted from predominant reliance on informal peer control to reliance on a particular popular hybrid that combined formal oversight and competition. 

Still, the degree of codification and formalization varies across central policy departments (where control by mutuality is still the main source of control), executive agencies, and the margins of government (where formalization of rules, group division between regulators and regulatees, and the use of comparative indicators are more accentuated). Moreover, while in the vicinity of Whitehall the increase in formal regulation co-exists with (and compensates for) higher managerial autonomy, at the margin of the state it is combined with detailed central micro-management of local service delivery. Hood and his colleagues, following a study by Grabosky and Braithwaite,
 relate this variance in regulatory modes to different levels of relational distance, that is, to the scope, frequency, and length of interaction between regulators and regulatees.
 Higher formality of regulation at the margins of the state is associated with higher relational distance, that is, the difference in professional and career backgrounds of regulators and regulatees and infrequent regulator-regulatee contact.
  The authors’ explanatory framework shifts the discussion from actors’ rationality and interests to the socio-cultural aspects of regulators’ and regulatees’ relationships.  

The contribution of the book goes beyond applying socio-cultural lenses to an examination of the relationship between regulators and regulatees. Its interpretation and exploration of within-government control in terms of regulation opens a new agenda for public administration research. In addition, it invites us to broaden our thinking about regulation beyond the narrow contexts of privatization and government-business relationships. Last, by showing variance in regulation of different sectors within the same country (Britain), the book questions the simplistic tendencies to think of regulation in terms of coherent national styles and of over-arching and global trends. 

III. The Audit Explosion and the Regulatory State

Michael Power’s The Audit Society is an intriguing exploration of the dynamics of public control over business through one particular instrument of regulation – auditing. During the late 1980s and early 1990s, he observes, the practice and terminology of auditing began to be used in Britain with growing frequency and in a wide variety of contexts. Financial auditing, the traditional regulation of private companies’ accounting by external financial auditors, came to acquire new forms and vigour. Among the emerging new forms of auditing were forensic audit, data audit, intellectual property audit, medical audit, teaching audit, and technology audit. Auditing won a degree of stability and legitimacy that institutionalized it as a major tool of governance well beyond the control of business: ’increasing numbers of individuals and organizations found themselves subject to a new or more intensive accounting and audit requirement… and a formalized and detailed checking up on what they do.’
 The  augmentation of auditing practices creates the ‘audit society’, ’the extreme case of checking gone wild, of ritualized practices of verification whose technical efficacy is less significant than their role in the production of organizational legitimacy…’.
. 
Building on his observations about the growing importance of auditing, Power sets out to explore the following questions: ‘How and why did auditing become so attractive to so many diverse groups? ... How can auditing be such a robust policy tool when it often seems to fail so spectacularly? And how do we begin to understand a society which seems to invest so heavily in such an instrument of regulation?’
 What drives the ‘audit explosion’? He sees it as the result of the 1980s and 1990s reforms in governance, which shared the incompatible ideals of small and non-intervening government on the one hand and accountability and transparency of public services on the other. Small government entailed limiting state regulation, while the quest for accountability and transparency required augmentation of control mechanisms. The result was reliance on a combination of state regulation and various forms of self-regulation and auditing (which came to be understood as the suitable and legitimate mechanism for ensuring accountability). As the state became increasingly and explicitly committed to an indirect supervisory role, audit and accounting practices assumed a decisive function.
 Accordingly, auditing became a necessary mediator between systems of self-control and state systems of regulation.
 Power argues that two developments are occurring simultaneously: reallocation of regulatory functions down to auditors and corporations, and a drift from an inspection to an audit style of regulation. Inspection focuses on the processes and outcomes of regulatees’ activity, while audit is limited to assessing the robustness of internal corporate control systems over these processes and outcomes. As a result, both state regulation and auditing amount to assurance that corporate control systems adhere to procedural auditing provisions. The danger, which Power highlights, is that this adherence may imply nothing about the actual quality of the services thereby provided to the public. 
The explosion of auditing is not just a response to the problems of corporate control in an era of state contraction. Power perceives it as embodying also a cultural trait of a society that favours technocratic procedures (as a tool of providing assurance) over individual professional judgement.
  Surveillance via auditing provides false assurance and comfort, with every regulatory failure resulting in more formalization and more auditing rather than deep reflection on the sources of failure. All in all, Power’s account is thought-provoking and, although he provides no systematic empirical evidence to validate the relationship between change in public attitude and formalization of audit, this weakness is ameliorated by the book’s theoretical strength.   
IV. Whither the British Regulatory State?
All three books concur that British governance system is changing. But what exactly is changing? And how are these changes reflected in the rise of regulatory mechanisms? Four characteristics of the change are particularly important. First is a new division of labour between state and society with regard to the role and functions of the state and consequently increasing reliance of the state on rule-making rather than spending. Second is a new division of labour inside the executive branch of the state. This is manifested largely in the increasing delegation of authority to institutionally autonomous regulatory agencies and to separate ‘next steps’ delivery agencies. Third is change in the relations between regulators and regulated, expressed in increasing formalization of rules and codification of responsibilities in both public and private spheres. Fourth is the proliferation of technologies of regulation, most notably self-regulation, meta-regulation, and enforced self-regulation.
 We suggest that these four characteristics capture best the essence of the rise of the British regulatory state.

Let us start with the new division between state and society (or between governmental and non-governmental actors). This is the most obvious and familiar aspect of the neo-liberal agenda and is closely related to policies of ownership privatization. It reflects the popular metaphor of a steering (leading, thinking, directing, guiding) role for the state and a rowing (enterprising, service-provision) role for society and business.
 Consequently, the regulatory state is characterized by a shift in the mode of control from taxing and spending to rule-making, with the caveat that this should be interpreted as a shift in emphasis rather than the relinquishing of taxing and spending in favour of rule-making.
 Second, the regulatory state represents a new ideal of division of labour within the state. Policy-making, regulation, and service-delivery activities that were unified constitutionally under ministerial control are now shared and divided between different organizations. Delegation of authority to regulators (inside and outside the state) seems to be one of the manifestations of the change in governance in general and of the rise of the regulatory state in particular:  ‘An increased willingness to delegate important policy-making powers to technocratic bodies enjoying considerable political independence’ is a distinctive feature of the changing nature of policy-making since the 1980s.
 The new agencies seem to be not only the most visible aspect of the regulatory state but also one of the popular subjects of research. 

Third, changes in relations between regulators and regulatees are manifested in an increase in the formalization and codification of rules and responsibilities in public and private spheres. Moran and Hood et al. paint a similar picture of British regulation shifting from informal peer control to predominantly command and control-type regulation. Power offers a similar narrative of auditing procedures becoming increasingly formalized, offering less ad hoc discretion to individual auditors in their relationship with auditees. It is unclear, though, how far this formalization goes beyond the policy level and what its effects are in practice. Moran generally assumes that changes at the legal and institutional levels reflect changes in enforcement. Yet it is plausible that at the implementation level there are, as before, negotiations and flexible cooperation between regulators and regulatees, in spite of higher rule formalization. Regulators depend to some degree on regulatees’ information, knowledge, and personnel, and this dependency invites informal cooperation in the shadow of formalization. In addition, regulators may be forward- rather than backward-looking and thus may prefer persuasion to the use of sanctions. Indeed, even in the context of local government regulation by central government, one of the most conflictual areas explored by Hood and his colleagues, the authors note a persistence of cooperative relations. ‘On paper, oversight regimes could seem formal and cold, but the way they were applied could involve mutually supportive relationships.’
 Such cooperative relationships are congruent with Grabosky and Braithwaite’s study of 96 regulatory agencies in Australia.
 They are also compatible with Blau’s ethnography of a New Deal enforcement agency’s relationship with its regulated firms, with Selznick’s study of the US TVA’s relationship with its environment and with the ubiquitous American literature on regulatory capture.
 Hence, this suggests that the formalization of British regulation may be directed towards the assurance of outsiders – the public – while flexible cooperation between regulators and regulatees may remain indispensable given their interdependence.  
The fourth characteristic of the rise of the regulatory state is the proliferation of technologies of regulation, self-regulation, meta-regulation, and enforced self-regulation. The effectiveness of regulatory regimes relies on the effectiveness not just of the inspectors: it relies also on a wider range of actors, who are empowered by new regulatory mechanisms and technologies largely in the shadow of the state.  Some of these mechanisms are captured in the reviewed books, but for others we turn to the socio-legal literature on regulation. 

Three types of non-state mechanisms of regulation may be discussed. The first is ‘gatekeepers’, that is, private parties who are in a position to counter misconduct by withholding their cooperation from a wrongdoer.
 These private parties can be employees of the corporations or professional advisers who have the autonomy and the power to object to rule-breaking. The autonomy of such actors can be strengthened by legislation that will allow them some leverage to avoid loss of contract or employment (if they are employees of a corporation that does not act according to the rules). 
  A second mechanism of improving public control without over-reliance on state regulators is that of enforced self-regulation.
 Here, public controls are enhanced by public requirements from corporations and other organizations to act according to transparent and self-defined rules and standards and to self-monitor the implementation of these standards. 
  Citizens’ and consumers’ charters and other codes of best practice are classic examples. Moran’s account of the decline of ‘club government’ and self-regulation reveals that he similarly distinguishes between forms of self-regulation. What is declining is voluntary self-regulation, in which the state has a marginal role. Instead, forms of state-sponsored or enforced self-regulation are being developed. A third mechanism for public control which is closely related to enforced self-regulation is meta-regulation, or what Power terms the ‘audit style of regulation’. Here public control is enhanced by the institutionalization of ‘controls of controls’. This is the monitoring of the self-monitoring techniques of corporations as to their employees’ compliance with socially valued standards of behaviour.  According to Bronwen Morgan, the notion of meta-regulation captures a desire or tendency ‘to think reflexively about regulation, such that rather than regulating social and individual action directly, the process of regulation itself becomes regulated’.
 
The notions of enforced self-regulation and of meta-regulation reflect a growing recognition in socio-legal literature that systems of law enforcement that are based on responsive regulation are more effective and socially desired.
 But note Power’s reservations when he suggests that ‘control of control’ (i.e. ‘audit style of regulation’) may result in regulatory disengagement from outcomes in favour of hollow approval of system controls. 
It should also be noted that systems of internal controls that were always part of the work of organizations are increasingly coming under public scrutiny, most notably the scrutiny of the state. While the state has no monopoly over regulatory power, it is still a major pillar of the new order and in the creation and proliferation of non-state mechanisms of control.
 From our point of view, therefore, the debate on the decline of the state seems to miss the important ways that public interest is reasserted in its shadow. The mechanisms of regulation and compliance that were noted here provide a multi-layered system of regulatory controls that for better or worse is one of the major characteristics of the regulatory state.
 While each of these mechanisms may have numerous flaws, the effectiveness and the performance of regulatory regimes rely on all of them together. While these various mechanisms of self-regulation are often discarded as ineffective, we suggest that ‘self-regulation’ is a double-edged sword. Self-regulation may act as a buffer against public control, but it may also operate as a tool of public control via internalization of public norms or responsiveness to concrete public pressures and demands. Accordingly, we should move beyond the dichotomy of self-regulation and public regulation towards a study of the interaction of various forms of complementary controls.

 V. Why the Regulatory State? 

The British regulatory state seems to be characterized by higher investment in oversight regulation (compounded with performance measurement), enforced self-regulation, formalization (of rules and regulatory institutions), and juridification. Why did regulation and its formalization generally increase during the 1980s and 1990s? None of the reviewed books answers this question in full, although each offers some possible clues.
  One way to explain the change is to argue that central government politicians and bureaucrats compensated for the risk associated with loss of control resulting from managerial autonomy granted under managerial reforms, delegation and privatization, by reasserting control via regulation. Similarly, it is arguable that regulation of liberalized industries increased as a central response to the incentives created for corporations by heightened competition to cut costs, so potentially undermining quality. However, these explanations fail to deal with the increase and formalization of regulation that Hood and his colleagues observed in sectors, such as education, local government, and non-privatized prisons, where delegation and managerialism were minimal. In these sectors what they encountered was not a ‘mirror image’ of augmenting regulation compensating for managerial autonomy, but a pure increase in regulation alongside lower levels of managerial discretion. Similarly, the audit society as described by Power goes well beyond a response to the specific demands of new public management reforms. 

Another possible answer, to be only tentatively explored here, focuses on socio-cultural explanations: the relationship between trust, relational distance and the rise of regulation. Defining trust is not an easy task and beyond the scope of this paper. 
 In modern, complex societies, trust and oversight are to some extent exchangeable.
 Where trust is present, oversight regulation is perceived as redundant, and vice versa. The importance of trust increases, therefore, where discretion and freedom prevail:  ’if other people’s actions were heavily constrained, the role of trust in governing our decisions would be proportionately smaller, for the more limited people’s freedom, the more restricted the field of actions in which we are required to guess ex ante the probability of their performing them…trust becomes salient for our decisions and actions the larger the feasible set of alternatives open to others.’
 
Two hypotheses may be derived from the reviewed books about the relationship between relational distance, trust and regulation in Britain and elsewhere. First, the increase in oversight regulation and in enforced self-regulation developed as a substitute for the erosion of trust between private consumers and service providers (requiring third-party regulation) or increased relational distance between regulators and regulatees (resulting in distrust of various forms of self-regulation). Second, formalization of regulation took place because there was an erosion of trust in the ability of informal regulatory institutions to provide public assurance. Hence, formalization was a tool for the restoration of public trust in the effectiveness of these institutions. 

Moran relates the increase in regulation and its formality to an objective social change – the destruction of club government (which he equates with the ‘old boys club’) – and to a cultural rift in the British public’s subjective deference to the elite. However, the association between the sociological change and the cultural change is unclear from his analysis. Hood and his colleagues link variance in regulatory modes and formalization to different levels of relational distance, associating higher levels of relational distance with more formalized within-government regulation. What is the relationship between relational distance and trust? We suggest that the two may be closely related. Relational distance measures the objective reality of social relationships rather than a subjective expectation. It is reasonable to expect, as Gambetta does, that subjective trust is a by-product of objective familiarity (of low relational distance) and a common value system that allows reliance on compliance rather than deterrence systems of law enforcement. Hood and his colleagues seem to assume such a connection when explaining that ’relational distance factors would lead formality…to be highest at the boundaries of public administration cultures where trust might be expected to be lowest…’ (our emphasis).
  Regulation inside Government offers some empirical substantiation for the case that higher relational distance results in more formalized regulation. We suggest that decline in inter-personal trust may be the mechanism through which higher relational distance between regulators and regulatees results in formalization. But, as further discussed below, decline in trust is not just an outcome of greater relational distance; it may also be its cause. In the executive agencies around Whitehall, it seems plausible to suggest a causal relationship between increase in relational distance resulting in decline in trust and increase in regulation. The evidence presented suggests that agencification and lateral entry to the civil service weakened mutual social norms between regulators and regulatees and thus led to an increase in relational distance. The explanations that relate increasing regulation and formalization to loss of control and to a socio-cultural change seem to work in tandem. 

But, in the boundaries of the state – such as local government and school regulation – the state did not lose control, but centralized a control it never possessed. The increase in relational distance between regulators and regulatees was intentionally constructed as a tool of centralization. Regulatory bodies were designed so as to base their recruitment from outside the regulated sector in order to distance them from their regulatees. This, for instance, was the idea behind Ofsted’s contracted-out school inspection and the inclusion of lay people in bodies inspecting prisons. In some cases, the reason for designing a higher relational distance between regulators and regulatees seems to accord with the second hypothesis above – that is, as means of restoring public trust in regulatory institutions.
 For instance, ‘a leading inspector of fire services said lay inspectors had been introduced for “political reasons”: “they had to appear not subject to service capture”…’ (our emphasis).
 Similarly, Power explains audit formalization as a means of maintaining public trust in audit as a system of regulation, in spite of recurrent scandals. Therefore, if this interpretation is correct, declining (or apparently declining) public trust in institutions resulted in political construction of higher relational distance between regulators and regulatees, resulting in adversarial relationships.
 
This explains how regulation and audit developed and became formalized over time as a response to recurrent regulatory failures and adverse public opinion. What is left unexplained in our formulation is Moran’s observation that the major changes in regulation occurred after the economic crisis of the 1970s. If this is true, why is it that scandals and regulatory failures prior to the 1970s resulted in lesser regulatory reforms? This puzzle, which remains unsolved by the above analysis, takes us to Power’s audit society.  

Power ascribes the audit explosion in the 1980s and 1990s to a change in society’s risk toleration and the implications of this change for a general inclination to rely on rule-bound mechanisms of surveillance rather than on individual discretion. His argument conveys an understanding of change according to which auditing signifies a distinctive phase in the development of capitalist societies as they grapple with the production of risks, the erosion of social trust, fiscal crises, and the need for public control.
 Societies that are less tolerant of risk and are unable to assess it or to construct a rational response seek comfort in the process of auditing, which they find more trustworthy than business and government. The same may be said of formalized regulation more generally. Paradoxically, trust withdrawn from some people is placed in others, or rather in auditing and regulation as technocratic systems of knowledge. Trust thus lets itself in through the back door. As argued above, this is indeed a potentially fertile theory that requires systematic empirical analysis.

VI. The Social and Political Pathologies of the Regulatory State

While earlier accounts of the rise of the regulatory state focused on problems of delegation and the advantages and disadvantages of regulation compared with public ownership, the books under review extend the criteria for assessment well beyond the privatization debate. Moran asks to what extent the new regulatory state in Britain is a manifestation of progress, policy learning, and ‘reconciliation with modernity’. The British regulatory state is for him a creature of modernity in the sense that ’the state turned to the reconstruction of institutions and economic practices, with the aim of raising competitiveness against global competition’.
 The second dimension of this modernization project is the advance in the destruction of club government and its substitution by a hierarchical and more transparent apparatus, which is open to the influence of diverse groups.  For instance, in the context of regulation of privatized industries, Moran claims: ’By any of the standards by which we might expect to judge economic government in liberal democracy – accountability, transparency, plurality of representation – [the current regime is] …immensely superior…’.
  As to this second dimension, it is still an open question whether nationalized industries and other governance systems from the post-war period were more elite-oriented and closed than the meritocratic system of the 1980s and the 1990s. 
Alongside his optimistic evaluation of the change, Moran claims that the outcomes resulted also in constant instability. Innovation in the regulatory field is portrayed as ‘hyper-innovation’, a ‘frenetic selection of new institutional modes, and their equally frenetic replacement by alternatives’.
 This might explain why advances in the tools and theory of governance that should improve the capacity of the state to govern result too often in scandals and policy catastrophes. Bringing globalization into the picture (in a rather limited account), he suggests it may frustrate at least some of the modernization ambitions of the British government. In a global world ’the state remains a critically important actor, but its importance lies less in traditional command than in the contingent ability to operate in globally constituted networks’.
 He is therefore doubtful that the state has any longer the capacities – either the policy competence or the symbolic capital – to effectively realize its ambitions.
 

Hood and his colleagues focus on three major problems of the patchy system of regulation within government. First, they point to the lack of an overall rationale of regulation inside government. As was elaborated above, the number of regulators and the costs imposed by regulation inside government are increasing. What these proliferating regulatory bodies critically lack are common goals and coordination, each striving for different and often inconsistent aims. The authors found that there is no single focal point for the 130-plus regulatory organizations, no overall ‘policy community’ for regulation in government, and no central point in Whitehall capable of, or responsible for, overseeing, or gauging its size and growth.
 This results in failure to exchange knowledge and expertise with other agencies, and most probably in inefficient and costly controls too. Second is the problem of double standards in the strictness of regulatory controls depending on the relational distance between regulators and regulatees. Third, Regulation inside Government is highly critical of the accountability of the ‘regulators of regulators’.  ‘[D]o as I say, not as I do’ seems to be the (double) standard in the work of regulators within the state.
 The problem of who regulates the regulators thereby arises as a problem of second-order regulation. 

Unlike the foregoing discussion, which focused on the regulatory state, Power’s attention is focused on the ‘regulatory society’ and its pathologies.  Instead of providing a critique and an arena for reflection, audit produces comfort and reassurance, and consequently reaffirms the existing order. As a result, not only does auditing fail to provide substantial corporate accountability, it also overlays public deliberation with obscure professional discourse. The audit society, and by implication the regulatory society, represents a case of ‘checking gone wild’.
 Checking is useful and unavoidable, argues Power, but a balance should be sought between surveillance and trust. From Power’s point of view, the audit society has gone too far in its reliance on surveillance rather than trust : ‘Could one imagine a society, or even a group of people, where nothing was trusted and where explicit checking and monitoring were more or less constant?... Having said this, could one imagine a society without any checking at all, a society of pure trust where all accounts are taken at face value? This is equally difficult to conceptualize. Where expectations are disappointed is it not simply naïve to carry on as before?... What we need to decide as individuals, organizations, and societies, is how to combine checking and trusting.’
  

This malaise goes beyond the economic costs of too much checking and costly regulation as it presents a form of ‘learned ignorance’. Interestingly, the auditing explosion is not to be interpreted as evidence of its success as an instrument of public control. It is simply beyond the technical capacity of the auditing process to provide what it programmatically promises, argues Power. Certain limits, most obviously the economic costs of auditing, constrain the auditors’ ability to protect stakeholders from abuse. Unfortunately, the limits of auditing are hardly transparent to the stakeholders and the public at large. Power goes on to question the foundations of auditing as a system of knowledge. He argues that there is no external measure to assess whether an audit provides a suitable level of assurance other than an opinion based on the internal logic of audit as a discipline.  Audit’s limitations are regularly revealed every few years following scandals. Yet the responses of auditors and politicians to adverse public opinion are manifested not only in corrections of actual holes in the system but also in increasing limitations on the discretion of auditors by means of formalized procedures. In this way, despite persistent regulatory failures, public trust in audit as a system of knowledge is preserved and failure is particularized as ‘bad auditing’. This further consolidates a situation in which state regulators and auditors have become a chain of hollow approval of lower-level auditors’ opinion that the system is maintaining adequate levels of system control safeguards, as defined by the formalized audit procedures: 

Audit cloaks its fundamental epistemological obscurity in a wide range of procedures and routines. From time to time audit practitioners have worried about the erosion of judgment and the imposition of too much structure on the audit process, but the history of financial auditing and the recent history of other forms of audit suggests that codification and formalization is continuing…

All in all, while all authors seem to see some valuable advances following the changes in the British governance system, particularly in the way regulatory controls are exerted, they point to a set of problems or pathologies of the regulatory state. Moran emphasizes the limits of command and control regulation in the context of globalization and Europeanization. Hood and his colleagues focus on problems in the coordination of the system of regulatory control inside government and the prevalence of double standards depending on the relational distance between regulators and regulatees. Finally, Power emphasizes the problem of distrust that ‘spreads suspicion’, resulting in a focus on process instead of substance, and consequently in limitations on valuable professional discretion.

VII. The Regulatory State beyond Britain: A Challenge for Comparativists 
The reviewed books agree in their understanding of the rise of the regulatory state as a phenomenon that goes beyond privatization, beyond the creation of new state agencies, and beyond the subsequent increase in the extent of delegation. They also concur in their insight that regulation is being increasingly codified and formalized, and that pure forms of control via informal rules are on the retreat. Our discussion emphasized the interrelated and overlapping regimes: international organizations’ regulation of national governments, inside-government regulation, government regulation of business, enforced-self regulation and meta-regulation. Regulation is thereby conceived as a system of public control, which is carried out by private as well as public actors on the national and international levels. These regulatory arenas are connected through mechanisms of meta-regulation and enforced self-regulation, and reflect social, economic and political change. Regulation in this wider formulation may become one of the central objects of inquiry of social science.

To what extent can these observations about the British regulatory state be generalized? To what extent can the four characteristics of the regulatory state be found in other countries? It is clear to us that privatization and regulatory reforms are general phenomena. There is widespread diffusion of privatization across the world (with a notable exception of the Arab world).
  
Beyond privatization we find sweeping diffusion of autonomous regulatory agencies. A study of the rise of regulatory institutions in the telecoms and electricity industries found that by the end of 2002 at least 120 countries had established new regulatory authorities in the telecoms industry and 70 in electricity.  The popularity of these institutions might be demonstrated more clearly when these numbers are compared with the relatively scarcity of these institutions up to 1989. By that year only 11 countries had regulatory authorities in telecoms and only five in electricity.
 A summary picture of data on the diffusion of these institutions across 36 countries and 7 different sectors is presented in the Graph.
  This institutional innovation, which is so central to the argument about the rise of the regulatory state, seems to be more and more prevalent. From 28 agencies in 1986 (fewer than one agency per country), by 2002 the number had increased almost sixfold to 164. On average these 36 countries have 4.5 agencies in the 7 sectors studied. 
Yet we know little about the increase in the degree of formalization and about the proliferation of regulatory technologies. Some country and arena studies suggest that this is hardly unique to Britain. However, unfortunately neither do we have the quantitative studies that examine various manifestations of regulatory techniques beyond one country, sector or arena, nor are we familiar with country studies that are equivalent in scope and insight to what the three reviewed books say about Britain.
 In other words, the extent to which the British regulatory state is replicated and diffused elsewhere is still an open question, in respect of at least some of the characteristics that we have mentioned. More country studies on the regulatory state, preferably of a comparative nature, are needed (although, given our review and given the increasing venues for contagious diffusion, we would be surprised if Britain is exceptional). Indeed, it seems to us as suggested by Moran that it is indeed a pioneer of change, though the extent to which these changes serve the same purpose in other countries is doubtful. 
We make three suggestions for future research on the regulatory state. The first is to move beyond disciplinary walls. What we know about the various facets of the rise of regulation is confined by disciplinary boundaries that need to be lowered. We call for multi-disciplinary approaches to the study of regulation, not because other disciplines offer better insights about politics but because our understanding of the political process might improve if we grasp the nature of regulatory change in wider contexts than usually suggested.  Specifically, while many attempts to breach disciplinary walls have been aimed at the economics of regulation and Law and Economics, we suggest that the socio-legal literature on regulation offers insights and lessons that are under-utilized by political scientists.  Second, we also suggest moving beyond the state. This is not because the state is not an important actor; indeed, we hold that the state is still an important pillar of the new governance system. Finally, we suggest that exploring the rise of a regulatory society, alongside a regulatory state, might be useful as a future research agenda. Rather than studying each on its own, we suggest looking for ways in which the regulatory society and the regulatory state transform and constitute one another. 
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