6 Policy instruments

The preceding chapter discussed implementation and intervention in a
relatively general manner, but we now need to consider more carefully
the means through which that implementation i= conducted. Public
programs are in essence designed using policy instruments. or tools. for
implementation. These lools (see Hood, 1976, Salamon, 2001a; Hood
and Margetts, 2007} are necessary to take the inlentions of legislators
or other “formators” of policy and translate them into effective action

This point about the central role of policy instrumenis appears rather
simple, but behind that apparent simplicity lies a good deal of
complexity. Policy instruments are nol simple, mechanical means of
intervention, but have political impacts of their own. Further, they can be
evalualed along a number of different dimensions and there may be
litthe agreement on the desirability of one over another in specific policy
situations. Finally, instruments themselves involve a number of different
underlying mechanisms for affecting the society, and these need fo be
undersiood in order fo make informed choices abouf instrumenis

Perhaps even more basically, fo be successful policy msfruments
require compliance from the members of the sociely. In some socielies
that is relatively easy, and governments are able fo use relafively “soft”
policy instruments because they can be sure the public will obey laws.
In olher socielies, however, direct command and control, and direct
enforcement, may be required to get the public o obey laws (Salamon,
2001b; Hentier and Rhodes, 2012). And of course the targetzs of the
laws being imposed may affect these choices, with most people readily
complying with laws against murder but relatively fewer citizens being
willing to obey speed laws.

Thiz chapler will discuss the role that policy instruments play in
implementing policy. and how they relate to more general designs for
policy interventions. This discussion will require first calegorizing the

inslruments, then discussing how to select them for ufilization in a policy
design and then evaluating them. The selection of instrumenis is a
function of a number of factors. which emphasize the political
dimensions of instrument selection. That evaluafion is multi-faceted, so
that instruments that are evaluated well on one dimension may be rated
poorly on others. Further, that evaluation of instruments is confingent,
s0 an instrument that may be evaluated posilively in some
circumstances may be considered negatively in others.

| am discuszsing policy instruments in the context of implementation, but
we could also address them as a3 major subject of policy formulation.
Policy designers have to select not cnly the more general nature of the
program but alzo the individual instrumenis that are used to achieve the
goals of the program (James and Jorgensen, 2009). As described
earlier when discussing agenda-setfing, excluding opfions from
consideration can be 3 significant means of controlling the outcomes of
the selection process. In this case., however the principal aclors
involved may be policy advisors and public administrators who present
policy options. and instrument oplions, to the political leaders who in
general are responsible for the choices. Thus, the exclusion of
instruments may bias policy outcomes just az much as the exclusion of
issues at the agenda-setfing stage

Classifying policy instruments

Governments have a very large tool chest at their disposal as they
attempt to influence the sociely and economy. Each of these tools are
not, however, sui genens but rather fall into a number of calegones
These calegories are useful nof just for academic discussions of public
podicy but atso for designing public policies. In addition, the calegories of
instruments  help in understanding the underlying nature of the
instruments and their linkages with other instruments. Further, it helps to
understand both the effectiveness of instruments as well as the politics
involved in their selection. Again, these instruments are nol neulral tools
like a hammer but have their own political economies

In thiz discussion of policy instruments we will need to remember that
the tools are to some extenl emply vessels inlo which a good deal of
addifional policy content must be poured. For example, we can say that



government is using a tax instrument to achieve some policy purpose.
That is helpful, but is if an income fax or an expenditure fax? And if it is
an expenditure tax is it a general imposition or an excise fax affecting
only a limited number of products? And is that excise tax levied at the
point of sale or earlier in the distibution process (like the value-added
tax) so that the consumer is not necessarily aware of the scale of the
tax being charged? The fine print of an instrument is important, so as
we discuss a range of instruments (Table 6.1) it i= important to remain
cognizant of the inlernal variafions.

The first significant attempt at classification, or at least enumeration, of
the policy instruments available to govemment was supplied by E.S.
Kirschen (1964) and hiz colleagues. This effort listed 64 altemalive
policy instruments, all considered options for sconomic policy. Thus,
even within one policy doemain, albeil an important one, there is a very
large number of oplions for the public seclor to intervene This
enumeration is perhaps too extensive, but it does demensirate the wide
amay of options for govermments, and these were indeed for
governments and did nof include many alternative forms of intervention.

While the simple enumeration of policy instruments may not appear to
advance the cause of policy analysis, it is still important to understand
just what options are available to decision-makers who want to design a
policy program. Table 6.1 provides a list of instruments arranged within
some broad cafegories. This fising confains the principal policy
instruments but each of these might be further differentialed In shor,
there is no shortage of ways for governments to intervene, so we must
now consider how policy designers should choose their instruments
when they formulate policy.

Political science approaches to instruments

For political scienfists and public adminisiration scholars Christopher
Hood's book The Tools of Government (1976) represented the first
significant discussion of instruments and their role in policy
implementation. Rather than begin with a simple enumeration of policy
instruments, Hood began by considering the more basic resources
available to governments. He classified these using the acronym MATO,
meaning Nodality (Information), Authority, Treasure and Organization. In
other words, governments can use information, legal authorty, money

and people to influence their surmounding society.

Table 6.1 Examples of types of policy instruments

Ecanomic Legal Parsuasive Other
Grante Regulation Information Monitaring
Subsidies Contracts "Mudges”

Taxes

Tax

expenditures

As well as these four categores of the resources available o
governments, Hood argued fhat instruments could be considered as
“detectors” or “effectors™. We tend o think of policy instrumenis primarily
as producing change in the environment (effectors), but they can also be
used fo detect changes in that environment. For example, government
personnel are in touch with their clients or are patroliing neighborhoods
(police) and hence know what is happening within the sociely that may
require interventicn. This role of detection iz perhaps as important for
instruments as producing change, because if government is blind to
environmental change it is unlikely fo make good policy decisions.

Thie Hood taxonomy of policy instruments, or perhaps more precisely
the resources of govermmment, also makes it obvious that the majonty of
the programs actually used by govemment are hybnds, involving mors
than one of those basic resources. For example, tax expendiures are
obviously dependent on Treasure, but also require monitoring (Modality).
They, and any tax. depend on the legal authority of government, and
finally tax authontiez (Organizations) monitor and perhaps directly
implement those laws. Thus, although the resources of govermment can
be =eparated analytically, and that separation is useful for the analyst in
practice individual tools involve some or all of those resources.

Hood's four categories of tools, or resources. was the beginning for
other categorizations of policy instruments in political science. One
classification (Bemelmans-Videc et al., 1998) described instruments as
“Camots, Slicks. and Semnons”. An even simpler categorization
{Gormley, 1985) was that instruments can be understood as “Muscles
and Prayers”. The latter dichotomy makes the point that government can



either choose to exercize its power or it can merely rely on moral
suasion to attempl fo gaim compliance. The former classification
differentiales the use of government power into incenfives and
disincentives, but at times the only option 1= to preach at the public.

The above classifications of instruments emphasize the mechanisms of
intervention, but instruments can also be classified according fo their
political and social characteristics. In parficular. some scholars have
argued that the most appropriate way to undersiand instruments is
through the level of legilimale coercion they impose on aclors in the
sociely. Their argument (Macdonald, 2001) is that less coercive
instruments are, all else being equal more accepiable in liberal
societies than the more coercive. In this context instruments can be
classified from seli-regulation at one end of the continuum and direct
government provision of a service al the other.

Yet another classificalion system (McDonnell and Elmore, 1987
contains four major calegories — mandates, inducemenis, capacily-
building and system-changing. These two scholars were working
pramarily in education policy, bul their scheme has relevance beyond
that one area. Perhaps the most significant element in this analysis is
the difference made between individuals as the targets of the
instruments and institutions or systems as the focus of change. This
analysis makes the point that although we tend to think about changing
individual behavior or the outcomes for individuals with policy, the most
efficient way of doing =0 may be to address deficiencies at the syslemic
level. This emphasis on process and the environment of decisions is
echoed in part in Michael Howlelt's {2001 concepl of procedural policy
instruments. His argument is that each of the four categories in the
MNATO scheme has procedural as well as substantive elements, and
indeed each of those can be further divided into positive and negafive.

Finally, Lester Salamon (2001b) has labeled tools as simply “old”™ and
“new’”. This i5 not as simple a classification as it appears, given that
what is meant by old in this case are instruments that depend heavily on
command and control. The new policy insiruments, on the other hand,
depend more on negotiation and collaboration. These new instruments
are, in other ferms, “soft law” rather than hard law (Morth, 2004). As with
the classification based on coerciveness described above, the

assumption iz that the degree of intrusiveness and control is ceniral to
understanding policy instruments, and further contemporary poliics and
society are more resistant to the direct use of govemmment power than
was true in the past’

Caonstructivist perspectives on instruments

In addition to the classification schemes based on more or less
objeclive characteristics of policy instruments, other scholars have
argued that instruments are best understood in constructivist terms (see
Bressers and Klok, 1988). That is, most categonzations of instrumenis
assume that the instrumeniz have objective characteristics that will
produce relatively similar consequences regardless of the setting within
which they are being ufilized. The constructivist position, anafogous fo
some of the framing lilerature mentioned above, is that policy
instruments are generally discussed in objective terms, but they can
also be seen as social and polifical constructs.

For example, Lascoumbes and Le Gales (2007) point to the extent to
which most studies of instruments have tended to look at them in a
ralher technical manner. They argue that instruments, like other aspects
of policy, need to be understood in a pofitical and social confext as well
as' simple “lools”. The fools metaphor has been useful but may
undervalue the poiitical aspecis of these means of crealing public
aclion. Further, the focus on individual toolz fends lo undervalue the
importance  of construcing policy mixes that involve muliiple
instruments. Even a simple fools logic might alert the desigrer that not
all instruments will work together easily, but the more political and
constructivist position may make the need to consider inferactions even
mare visible

The psychology and sociology of instruments: nudge and its
allies

There has been increasing interesi in a2 sef of tools relying on
psychological rather than more material forces to produce the desired
cutcomes on behalf of the public sector (Thalen and Sunstein, 2008).
The basic idea of nudge is o provide subile incentives and disincentives
to the public fo get them to behave in the ways desired by policymakers
without having major intrusions, or at least obvious intrusions. In this
way nudge is perhaps at an even further end of the intrusiveness scale
than the examples given by Salamon. For example. rather than having



real police personnel to deter speeders it may be possible fo achieve
the same thing simply by parking empty police cars in stralegic places.

Although nudge is an imporiant addition to the armamentarium available
to policymakers, it i= a rather general conceplion of a slyle of
intervention, Much of this Hterature provides interesfing examples of
how less intrusive mechanisms provide often sublle cues to citizens to
behave in cerlain ways. Can these seemingly subtle inlerventions be
related to the four categories in Hood's NATO scheme? For instance,
the example above of the empty police car is actually invoking authority,
or the threal of authorty. Further, many., if not most of these
interventions depend on nodality and the diffusion of information,
assuming a parficular reaclion of the target individuals based on that
information (John, 2013)

Az well as having a psycholegical dimension, policy instruments alzo
can be seen as social and polfical constructs. The capacity of
instruments to achieve their ends may be a funclion of the manner in
which they are perceived by the actors involved, especially by target
populations. The nudge mechanisms, and indeed many other
informational instruments, tend to rely heavily on accepted social norms
for their success. They assume that cifizens want to do the nght thing,
50 that if they are reminded what is the right thing fo do — pay one's
taxes, for example — then they will be more likely to comply. This
approach may therefore be effective in societies with common, and
publicly regarding, value systems but less effective in more fragmented
and individualistic secieliss.

Evaluating the classifications

The attempts to classify policy instruments have been significant for the
development of policy studies in poliical science, but the muliiple
versions of classification also raise some analylic questions. What is the
relative ulility of the varnous dassificaions? Are they mutually really that
different or are they all looking 3 some fundamental fealures of
instruments and merely discussing them from shightly different
perspectives? Further, does the emphasis on differences in fools mask
the important reality that most insirumenis are really hybrids? Even in
those clazsification schemes focusing on a single dimension, for

example, coercion, any individual instrument may have some features
that are highly coercive and others that allow a good deal of choice on
the part of individual citizens.

The simplezt versions of classification of instrumenis are simple
enumerations, for example, Kirschen and to some extent the Salamon's
Handbook of Policy Instrumenis. Simply understanding the range of
instruments available to government, as well as some of the
characteristics of those instrumenis, iz nol withoul ils uses, especially
for a policymaker thinking about options for a program. That simple
enumeration does nob. however, provide that policymaker, or the student
of policy, with much guidance about what 1o expect from any of the
possible choices

The other classification schemes provide al least some of the needed
answers, but none really links any particular instrument to either a type
of problem or to a likely sel of conzequences. These classfications do
give us some insight into the ways in which governmenls can and do
intervene, and emphasize some important analytic points about the
modes of interventicn. The classification scheme based on levels of
intrusiveness, for example. forces the policymaker fo consider very
carefully the poliical impacts of instuments, as indeed does the
seemingly simple classification used by Salamon. The NATO scheme,
with the amendments from Howlell, does provide some inklings about
the relative ufility of different instruments. but is not concerned direclly
with their relative ulilities

Choosing instruments

Once we have an underslanding of the characteristics of policy
instruments, we can begin to consider the ways in which poliical actors
make choices aboul instruments. This choice may seem like simply
matching an instrument fo the demands of a policymaking situation, but
unfortunately there is no simple algorthm o make the linkage between
the zituation and the instrument. Therefore. fike maost things in
governing, judgment is involved in making those decisions.

Although judgment is certainly involved in the selecion of policy
instruments, that stalement alone does nol go far toward understanding
how the choices are made. Further, we should not expect thoze choices



necessarily fo be rational in the usual sense of that term, but rather they
may reflect a number of factors that are more political, persenal and
organizabional Indeed, many of the choices will be made from habit and
routine rather than through rafional calculation. Although we are
siressing the design of public policies, that design process will involve a
wide range of factors rather than simple answers for complex gueslions,
Further, those choices are made by individual decision-makers and by
policymaking organizations, with each of these sets of actors bringing
their own perspeclives o the choices.

Individual decision-makers

Uttimately individuals make decisions about which instruments to use in
any situation. Linder and Peters (1989) therefore asked a group of
decision-makers in government how they made these choices. Although
these respondents provided a variety of answers, their answers could
be divided info four groups. The first, and largest, group we labeled
“instrumentalists”. and these respondents said they would select the
same instruments almost regardiess of the circumstances. Many of
these decision-makers had strong professional backgrounds, so that
economisis tended fo opt for mechanisms depending upon economic
incenfives, white lawyers depended on law-based instruments such as
regulations.

A second group of respondents were labeled ‘managenalists”
(approximately 20 percent of the sample). These actors argued that the
selection of instrument was to some extent imelevant to the success of a
program. They believed that they would be able fo make any instrument
work effectively. As might be expected, the majorly of these
respondents were trained in public administration. and believed that the
management of the instrument was more important than the nature of
the instrument itself

The third group of respondents were those whom we hoped we would
find in this research project. These we labeled “Conlingeniisis”,
meaning their answers were that the choice of ingfrument depended
upon the problem and the situation in which if was to be applied. They
possessed, whether from experience or academic fraining, some sense
that tools did indeed have appropriate as well as inappropriate uses and
some matching was required. Unfortunately, we found relatively few of

these individuals (only 10 percent) in our sample of policymakers
Further, although they understood the potential utility of linking problems
and instruments they had only intuitive ideas abouf how to do that in
practice. That said, they hoped o find some means of linking
contingencies and policy problems to the cheice of instruments.

Finally, there was a small group (5 percent) of respondents, whom we
labeled “Consfitutivists®™ who had something of a post-modem, or at
least constructivisl. conception of instruments and the public policy
process more generally. These respondents argued that instruments
could not be understood out of the context of the policy problem, and
the problem and the instruments lo address it had fo be consiructed
simultaneously. This perspective fo some extent reflects the complex
reality of making policy decisions, bul it also tends to make analysis of
podicy in other than a fully contextualized manner difficult. Further, these
respondents may have had, perhaps unwittingly, a perspective on policy
similar to that of the “garbage can”

In summary, individuals within public organizations have their individual
perspectives on how to design policies, and on which instruments are
the best to achiewve their policy goals. As well as wailing for cpportunities
to utilize their favorile policy instruments, individuals — especially the
insirrmentalists and the confingenfists — are likely to be policy
entreprensurs and advocates (Kingdon, 1985 [2003]). As has been
argued in the garbage can model of choice (Cohen et al, 1971,
solutions chase problems just as much as problems chase solufions.
The individuals who have clear ideas about how fo solve policy
problems are therefore very likely to try to find situations in which they
can employ their favorite fools.

Unfortunately, this research did not take inte account the manner in
which individuals with different perspeclives on instruments interact, or
the extent to which the organizational framework within which they
make those decisions influences their choices. Mo matter how influential
they as individuals may be, they must slill funclion within an
organizational setting and the choice of insiruments may develop
through negotizfions among many aclors. Therefore, in the next
subsechion of this chapler we will discuss a range of other factors that
may influence the selection of instruments.



Instituions and instrument choice

In the public sector one of the most common explanations for any
decision is that institufions are relevant This is as true for instrument
choice as for other decisions, and inslitutions can have a significant
impact on these decisions. In the case of instrument choices, insfitufions
have influences in several ways. The first iz thal inslitulions have
roufines and habitz. and they have cerlain instruments to which they are
commitied. For example, when social service organizations in most
countries are faced with a social policy problem they are likely fo think
first of social insurance as the most desirable oplion. These inslruments
appear to have been effective in the past so why would they not be in
the future?

Thiz zelection of instruments through familiarnty = not necessarnly
irrational on the part of organizations. If the organization is familiar with
an instrument and knows how to make it funclion then it is quile
sensible to continue to employ i when possible. This logic for selection
makes the additicnal point that insiruments do not work automafically
but rather have lo be adminisiered. And even minimizing decision-
making costs when invesfing in exiensive analysis to find the “perect”
instrument is far from irational. The proceduralists {see above) may be
comect and good administration, or adminisiration that is familiar with
the dynamics of an instrumeni, may be capable of overcoming many
difficulties resulting from a less than perfect match between insiruments
and problems. And aftempling fo train employees to manage a new
insirument may be a waste of resources when the familiar instrument
may be as effective.

As well as selecting instruments out of habit, instifutions may select
certain instrumenis for political reasons, meaning primarily bureaucratic
poditics. Just as instruments must be administered fo be effective, they
alzo have political characteristics that should be considered when being
adopted. Emphasizing one type of instrument or ancther can create a
polifical advantage for an organization. For example. regulatory
organizations will benefit if governments atlempt to address economic
iszues through those legal types of instruments rather than throwgh
more direct forms of intervenfion. Or is the best way to address issues
of malnuirtion through food subsidies (favoring a minisiry of agriculture)
or through cash transfers {o the less affluent families? Either could work

bui the politics and the political economy of the programs will be very
different.

The institutional role in choosing instrumenis may not be simply a
matter of their choice, however, and may be a function of the range of
legal opportunities available to institulions. For example, an organization
may want to use loans or guaranteed loans as the mechanizm for
achieving ilz goals. But to do that it requires the authority to make those
loans, or more generally to have access to funds that can be loaned. Of
course new legislation could provide the opportunity to make loans, but
that is mew legislation and therefore involves building a poliical coalition
necessary o enact the law.

ldeas

Ideas can also be the source of choices of policy instruments, as argued
by the constructivists mentioned above. We generally think about ideas
influencing the substance of policies rather than the instruments for the
deldivery of those policies. but there are definitely Weas about the relative
vitues and vices of different instruments. For example, the neo-
liberali=m as a seemingly dominant ideclogy during the 1980 tended to
denigrate the direct delivery of public services by governments,
producing a spate of schemes for contracting out programs to both
market and non-market actors.

ldeas and academic theones provide policymakers with a set of ideas
about causation, and these ideas ofien lead on to a sef of mechanisms
for inlervention. For example, Keynesian economics provides a means
of wundersfanding the business cycles thal have beset capitalist
economies for centuries. If indeed changing levels of effective demand
are at the heart of the problem then this understanding leads on to
policy instrumenis that regulate that demand. Likewise, if one accepls
the ideas of monetary economics then another set of economic policy
instruments become appropriate for addressing the business cycle

Az noled above conceming the “Instrumentalists” in our sample of
poficymakers the professions also provide their members with a set of
ideas abouf which instruments to ulilize. Professional fraining tends fo
provide the recipients of that training with a sel of ideaz about how the
policy world is organized and what the mosi effeclive means of



intervenfion may be. Professionals may observe the same szocial or
economic problem and not only assume different causes but also have
different remedies. \While these different ideas al fimes may be useful,
the potential incapacity of paricipants in fhe process to understand,
much less accept, altemalive conceplions of the issues may make
effective policymaking difficutt.”

And it is not only the professions that provide specialized and potentially
narrow conceptions of policy problems and solutions. Any group of
experts will tend to consfilute an ‘“epistemic community” that
undersiands policy problems and solutions through the lens of a body of
speciglized knowledge, and who tend to exclude others who do not
possess this knowledge, or even if they come from a different “school”
within the community (zee Zto, 2001, Dunlop, 2013). Having this
specialized knowledge is of course a virtue but itz exclusvity and the
restricted vision may not be so virffluous.

Finally, ideas can influence the zelection of policy insfrumenis through
processes of leaming and diffusion (Radaelii, 2009). Although policy
diffusion has been in operation for decades if not centuries, the more
recent emphasis on “evidence-based policymaking” has made fhe
possibilities of leaming about how instrumenis have worked in ofher
settings more popular with policymakers (Pawson, 2006). The use of
the world as a source of ideas for policy does provide opportunities for
expanding the range of instruments being used. but also can lead fo
misundersiandings, and excessive optimism, about the ease with which
instruments (or other paris of policy) can be fransfemed from one =setting
to another.

Interests

Insfitutions may affecl the choice of policy instruments, bul so too can
the interplay of social and economic interests.” VWhen we think of the
role of these interests in policymaking we tend to think of the goals of
policy and the structure of benefils being created for members of the
society. Interests, usually organized in the form of interest groups, are
alzo concemed with the instruments through which those services are
delivered. Instruments can benefit and disadvantage interests just as
can the substance of the programs that are being delivered. The effects
may be somewhat more sublie than thoze of expenditures or services,

but the effectz are slill real

The role of inlerests in tool selection presents something of a public
management paradox. The tools that are the easiest to adopt meaning
prmarily that the tools are favored by the affected interests. offen are
the mosl difficult to adminisier, and perhaps also the least effective in
the longer run. This can be seen cleary in the Affordable Care Act
—"Obamacare”. The complex mechanism szlected for expanding health
insurance in the United States invelves the insurance industry directly,
and in many ways constitules a subsidy lo thal industry. This reduced
cpposition fo the program (at least at the onset) has produced a
mechanizm that is very complicated and difficult to navigate for ciizens.

The role of interests can also be seen in the crealion of instruments that
are in essence buiding cozliions among affected groups and
beneficiaries. For example, nufrition programs such as SMNAP in the
United States are in effecl senving both farmers and the economically
deprived. It might be more efficient simply fo give the less affluent
cifizens a cash transfer and let them buy the food, but the program may
not have been adopted without the involvement of the farm lobby. This
parficular instrumeni has the addiional advantage of confrolling the
consumption of the poor, reflecling the feelings among conservatives
that these individuals cannot be trusted fo make the comrect decisions
when given cash. This instrument thus serves three interest — the
needy. farmers and conservative ideclogues.

Summary

Trying to understand how policy instruments are chosen involves
understanding at least four possible zets of explanations. The first i= the
role that individuals play, and the vanous conceplions that policymakers
have of the best instrumenis fo match padicular circumstances. The
second faclor is the role of institutions. and especially the dependence
on organizations in the public sector on routine and familiarity in the
selection of insfruments. Third, we can =zee that policy insiruments
reflect ideas, including ideas of the professions and other expert bodies
with clear ideas about what the best solutions for problems are likely fo
be. And finally we can see that social and economic inferests are
concerned with the selection of policy instruments, just as they are with
the =zelection of other aspects of public programs



While this plethora of possible explanalions for instrument choice is
generally useful, it also raises the question of which of these
explanalions is the most effective. The answer, as with so many aspects
of policy studies, is that “If depends”. For example, 3 policy that is
visible o & number of inferests is likely io evoke their invelvement and
the exercise of their poliical power in the seleclion. Likewise, a highly
technical policy area is likely to be dominated by ideas and the role of
experis in advocaling their ideas for the soluion will be erucial.

The final and perhaps most important question about tool selecton is
not really answered by this amay of explanations. In a design
perspective on instrument selection we want to know how to relate
policy problems to the tools that will attempt fo solve them. These
explanations for choice as yet do not have such a capacity. We can get
some inklings from this discussion, for example, that it is not tolally
irralional to ulilize instruments that an organization or individual
responsible for intervening in the policy area finds familiar, but there i=s
no algorithm that links problems and instruments with any probability of
predicting the most appropriate choice.

Evaluating instruments

Having now enumerated the array of tools available fo govemments,
and discussed some of the politics of choice, we must ask the daunting
question: what is 2 good tool? This gquestion is daunting for several
reasons, nof least of which iz thal it requires specifying the situafion in
which the tool is used before any evaluation can reasonably be made.
Further, there are a number of dimensions along which tools can be
evaluated, and these are likely lo provide contradictory assessments of
the wulility of the lool, m general and in specific situaions. This
mulfiplicity of crileria i= a problem for the analysis of public policy in
general (see Chapler 7) but is certainly apparent for the asseszmenl of
instruments.

In this section | will provide some assessment crileria for instruments
coming from economic, pobitical administrative and ethical foundafions.
To some extent these critena can be used in a general manner — some
instruments are likely to be more efficient than others — but that also
have o be undersiood in context For example, ai imes govemments
may want their inlerventions into the economy to be relatively invisible,

but at other imes (crisis, for example) they may wani the intervention to
be very visible zo that citizens will know that it is aclively laking
measures to address the problem.

These evaluations of instruments are closely related to the evaluations
of policies in general that will be discussed in Chapters 7, & and 9. To
some extent the nature of the instruments involved in a policy wil
produce the overall effecis of the program, although the content of an
instrument — the type of tax or the type of regulafion — must also be
considered.  Further, instruments thal are preferred by cilizens, for
example, those ithat penmil greater cheoice, may make even olher
unpalatable programs politically acceptable.

Paolitical features of instruments

In the world of government perhaps the first set of criteria that musl be
considered about policy instruments is their polifical characteristics. In
government politics generally is frumps so it is important to be able to
select mstruments that will provoke the least negative reaction from
groups in society or from other actors in government. Those two political
characteristicz, however, may themselves not be the same, and those
tools that the general public likes {or is most willing to accept) may not
be especially favored by actors within the public seclor (political and
administrative ).

Perhaps most fundamentaily the congruence of an instrument changes
with the general political and social values of the country” K an
instrument does not have such congruence then i 15 less fikely to be
effective, and more likely to provoke resistance: For example, market-
based instruments are relalively acceptable in the Uniled States but
may be less acceptable in European sociefies that have substantially
less devolion to the privale sector. Similarly, the United Siates would
find more intrusive mnstruments involving direct public sector
involvement less acceplable while they are normal for much of Europe
and Lalin Amernica.

The visibility of an instrument often has an effect on its poliical
acceplability. That is, some inslruments are readily apparent to the
public while others may be well hidden. The confrasi between the value-
added tax that does not appear as a separate item in the price and the



general sales fax in the United States or Canada that is added at ihe
point of sale demonstrales different levelz of visibilily of a common
instrument (a tax on expenditures). For conservatives higher visibility is
generally positive, making the cosits and effects of government more
evident o ctizens. On the other hand. liberals (and policymakers) might
be more pleased with less visible instruments that might minimize public
resistance.

Finally, the accountability of poficy instrumenis is a crucial poltical
cmterion. As noted in the preceding chapter and in reference to some
extent the discussion above, the use of non-governmental actors and
more complex forme of service delivery makes accountability more
difficult. Thus, while these instruments and forms of intervention may be
less expensive, and in some ways more effeciive, the difficullies
involved in holding the paricipants accountable for the use of public
money and public authorty make them polentially suspeci politically
(Considine, 2002).

Economic features of instruments

Policy mstruments have economic characlenslics that also must be
considered when making decisions about how to design public policies,
Perhaps the most obvious of thess is the cost of the instrument. Some
policy instruments, especially those thal involve private aclors or
‘prayers’, may impose liffle costs on the public sector, and in some
cases they may be effective in producing the desired outcomes. This
then quickly leads on o a discussion of the efficiency of the instrument,
with those producing greater ratios of benefits to cosls being more
desirable even if they involve more total resources (see Chapler 8).

Ancther important economic characleriztic of instruments is the exdent
to which they tend o distort the market In the best of all economic
worlds insiruments (and public sector programs more generally) would
not disturb the efficient (sic) functioning of the market in allocating
resources. This market distorfion can be seen perhaps most easily in
tax expenditures such as that given to housing in most political systems
(O°Sullivan and Gibb, 2003). These programs tend to divert invesiment
away from potentially more productive uses of the money into the
consumption of befter and bigger houses than might otherwise be
possible. While citizens may like this effect of the policy instrument in

supporting home ownership, economists may not be as supporiive of
this instrument

Administrative criteria of policy instruments

To be effective policy instruments must be administered, and different
inztruments are more or less capable of being administered effectively.
While the economic costs of the instruments cerainly affect their
administration. there are other features of instruments that must also be
considered. In administering mstruments there must be economic
efficiency but there are also other conditions that should be met. As in
so many other aspects of public policy there are mulliple criteria to be
considered and there may well be contradictions and confiicis. For
example, economic efficiency may be in conflict with desires to target
pariicular segments of the population effectively.

The capacity to target seclors of the populafion s a crucial
administrative critenon of policy instruments {see Ingram and Schneider,
1980; Schneider, 2013). A good policy insfrument will deliver the service
to those members of the society who are meant to receive it but not fo
thoze who do not. This is a difficult standard to mest for any instrument.
On the one hand, instruments may deliver the program to those who
were not the intended targeis, or they may miss individuais or
organizations that were intended to receive the benefits or punishments.
Conservalives. for example, oppose social programs that may deliver
the benefits to individuals who are really not eligible. On the other hand,
an insirument that does not identify and vaccinate all potential victims of
a dread dizease must be considered ineflective even if it costs litle per
individual vaccinated. Thus, targeting iz an administralive criterion but
like almost everything else in public policy analysis there is also a
peliical dimension that must be considered.

The enforceabilily of an instrument, and therefore ils effecliveness. is
also relevant for its administration. For example, many states in the
United Stales now require citizens to pay the same sales taxes on
goods bought on the infernet as they would if the products were
purchased at a store within the siate. Thie problem is that the states
have no reasonable means of monitoring these purchases and as yet
have not been able to get national legislation to force on-line merchants
to collect the tax for them. Therefore this tax is rarely paid, and may



make the state govermment appear ineffeclive.

The lack of enforcement of poorly designed or conceplualized pieces of
legizlation not only has shord-term policy consequences but may have
longer-term  consequences for cilizens’ respect for govemment
governments persisl in passing laws that cannol be enforced then i
exacerbales the image held by many cifizens that it is ineffective and
rather inepl. That image will, in fum, make the enforcement of even
muore reasonable laws more difficull. There is increasing evidence that
governments are now legitimated as much through their effectiveness
as through procedural mechanisms such as voling (Gilley, 20089) so
government should be cautious about undermining the perception (and
the reality) of its enforcement capacity.

Time plays an important role in the assessment of instruments and their
adminiztration. All poliical leaders would like fo create benefits
immediately, and deler cosis as long as possible. That ideal world is
probably not accessible, but policymakers do need to consider lime not
only for its potential political benefits and cosis. Programs that produce
their intended benefds quickly are more likely to be welcomed than
those that may produce even greater benefits further in the future.” And
it iz nol just polticians who prefer benefits in the short run. Citizens also
prefer immediate benefitz and have a very high discount rate for
benefits produced in the future (Frederick et al., 2002).

While some of the administrative impact of ime may be political and/ or
psychological, there may be more tangible faclors to consider as well.
The world. and perhaps especially the word of policymaking, is
uncertain and changing. Therefore the social and political conditions on
which a program iz premizsed may disappear guickly, whether through
economic crisis, changes in govemment or through technological
change. While immediale benefits are too much fo be hoped for,
designing programs for a very long-term payoff may be both politically
and adminisiratively risky.

Finally, as already discussed the familiarity of an implementing
organization or individuals with an instrument must be considered when
designing programs. An instrument that is familiar to the implement-ers,
even if those implementers are ordinary cifizens, is more likely fo be
successful than mere creafive forms of intervention. Owver time the

implementer will leamn about how to manage a new instrument and the
vinues of familiarity will be restored, but the ransaction costs are
potentially substantial.

Ethical criteria

Finally, instruments affect other values in society than jus! the utifitarian
values caplured in the economic assessment. Most of our discussion of
policies and policy instrumenis calculates the costs and benefits and
then compares those two lotzls. But the tools also raise normative and
ethical questions that need to be included In an overall assessment of
the fools. While there are a number of criteria of this sorl. the following
provides some insights into the possible impacts of tool selection.

The most important of the values affected by the selection of tools is the
extent to which the autonomy of individuals i= preserved. We can
assume that all else being equal policies, and the tools used fo
implement them. should maintain the autonomy of individuals. In
demacratic societies we assume that individual citizens should be able
to make as many decizions as possible about their own fives. For
example. pensions for the eldery are paid in cash and the recipients
can do anything they want with that money. Most pension recipients will
use that money for food, heating and all the other necessiliezs of life,
afthough there iz nothing to prevent them spending it on alcohol,
gambling and tobacco. The state could force pensioners to live in
supervised housing and eat three healthy meals each day, but instead
lets adults make their own decisions.

The adminisiralive crilerion of targeting menlioned already should be
related directly to an ethical requirement of equity. That is, in an ethical
framework for policymaking individuals whio are similardy situated in
regards to the targeis of the program, for example. who are equally in
poverly, should be ireated equally by public programs. Bul an
instrument that depends heavily on the individual initiative of the
potential recipients for receiving benefils is likely to miss individuals who
are iliterate, lack transportation or who are simply shy. Depending upon
the individual to apply for the benefit may be conceplualized as a
reasonable rafioning method administratively but it does violate a sense
of equitable treatment of ciizens.



The role of administration in producing equity can also be considersd
from the perspecfive of the discretion being exercised by the public
servants (and non-governmental actors) in the implementation of a
program. Programs that provide their civil servants — especially sireet-
level bureaucrals — with a great deal of discretion are less likely to
produce the equitable outcomes that are desired on ethical (and legal)
grounds. The reforms of the public sector under the mubric of Mew Public
Management have emphasized granting civil servants greater aulonomy
and discretion: so that the possibilities of these oulcomes are increased.

Summary

| have now presented four alternative dimensions aleng which o
evaluaie policy instruments. These criteria range from the seemingly
hard-headed economic analysis of costs and benefits fo much sofier
and less guantifiable crileria such as nommative and ethical slandards.
Each of these sets of crilera iz imporfant and has relevance for the
success of public programs, but there are inlernal differences within
each of them. For example, some economic crteria may conflict with
each other, so that fotal costs may have to be considerad along with the
relative costs and benefits of the instrument.

Az well as the conflicts within the four broad categories of criteria, there
may more likely be conflicts across those calegories. As already noted,
the ulilitarian nature of economic criteria are likely to conflict with other
criferia based more on equity. The difficulty in all these critena, and the
conflicis among them, is that there i3 no clear way in which fo rank and
to weight these criteria in designing programs. When faced with choices
among instruments the decision-maker must exercise judgment about
the relalive virlues of the insiruments. The criferia will therefore be
applied differenfly in different situations and by different organizalions.
This judgment is perhaps inevitable and having this izt of crteria may
heip by at least making the choices more apparent to those decision-
makers.

The Swiss army knife of government

Roderick Macdonaid (2005) has provided one of the mosl interesting
examinations of the tools literature in policy studies, likening the tools
available to government fo a Swiss army knife. condaining an often

dizzying array of possibilities. Those possibiliies themselves, however,
present a problem of choice for governments. Indeed, simply knowing
that all these possibilitics exist raises the guesfion of what to do with
them, and in whal circumstances. And even with the several dozen tools
on the largest of the knives {or the largest fool chests of any
govermnment organizafion) the right tool may not be there.

Macdenald's full paper provides a number of insights into the nature and
selection of policy tools, but several points of the analysis stand out and
can serve as a useful summary for this chapler. The first point is there is
rarely if ever a single best response (tool choice) for a situation. That
selection is cultural and situational and the effecis of tool choice may
only be understocd as the program is being implemented. Therefore, we
should perhaps consider that tools that can have mulfipie uses (the
hook disgorger) as opposed bo a single use (the corkscrew) are
potentially more valuable.

A second point worth remembering in tool selection is that policymakers
are not writing on a tabula rasa bul rather are intervening after any
number of other previous altempts to solve a problem (see Hogwood
and Peters, 1963). Thiz persislence of responses means in par that
there are preconceplions about what tools are useful and how they
should be administered that may be difficult to overcome. Just as the
makers of the Swiss army knife have assumptions about which tools we
need and how we will use them, so too do organizations in govemment
fall back on their comforiable routines when they seleci and implement
policy instruments.

Third, there is a danger that the availability of muliiple tools overwhelms
judgment. The more sophisticated the tools of government become, the
less room there may be for public servants and other implementers of
the programs to adapt and adjust the programs as condilions change or
unforeseen circumstances arise. In short. overly detailed instrument
choice may in the long run produce rigid and ineffective implementation,
whereas a simpler fool (the knife blade?} may have generated just as
much positive output with less cost But how do we know what the
limitations of the knife blade may be. even if it is our favorite instrument?

| do mol wanl to belabor the peint about the Swiss army knife but the
analogy fo govemment instruments is interesting and does help to



illustrate somes of the dimensions of choice that are involved in
designing public policy. Instrument choice appears as easy as reaching
into a knapsack, pulling out the knife and then choosing the obvious
instrument for the task. But the obvious instrument may not really be the
best, even if we were able to define “best” in any unambiguous manner,
Further, the parficular set of instruments that are most available may not
be the best, or even adequate, to achieve the tasks.

Summary

Instrumenlz are crucial for implementing public policies. They
sometimes tend to be considered as things unto themselves. but they
are primarily means of delivering public programs. Thersiore, the
successful program designer must consider carefully the malch
between the goals of the program and the availakbility of instruments.
The best tool may involve treasure. but in the midst of a government
financial crisis the only real altemafive may be information. So then how
dowe make information work in that context?

And not only is the temporal conlext imporiant, so too is the cultural and
social confext Understanding the norms and values of the society into
which a program is being implemented is important not only for the
success of the paricular policy but also the general polifical success of
the political system. Using coercive instrumenis in societies that value
autonomy and individual choice may ulimately generate compliance,
but at some cost The skillful designer must always remember that he or
she iz funclioning in a political environment that will influence success
and failure.

NOTES
1 For Europe see Héritier and Rhodes (2012) for a similar anakysis of
confemmporary policy instruments.

-

The logic of reframing (see Chapier 4) shiempts to address these divergent
vigws and producs effective responses.

o

CF course, institutions alseo have an interast in their preservstion and in
rrinimizing disruption to their established routines. These may not be a5
visiole 3= the interests of social groups, but they are inlerasts nonetheless.

T

Supplemenial Muirition Assistance Program — the program that used io be
called Food Stamps.

O congruence theory see Ecksiein (1980

The logic of discounting im cosi-benefit analysis places this criterion in 3
more economic contexd. See Chapter 3.

o on

T The penception of ime in poficy may aiso be a cultural factor, with same

societies hawing 3 longes-term perspectve and being more willing to
undergo shori-term deprvations for that future gain.



