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It is an honor and pleasure to have this opportunity to speak to you today. Let me begin by thanking President Cheng Chia-Ling for inviting me to visit Shih Hsin University. I would also like to thank Mr. Yeh, whose generosity has made my visit possible, as well as my old friend Professor Chen Don-Yun, professor Yu Chilik, Dean Huang Jong and my new friends in the Department of Public Policy and Management for making my stay enjoyable.

1.
My comments today have three purposes. First, I seek to introduce policy analysis to those of you who are not already familiar with it. The basic framework for doing policy analysis is extremely simple. Indeed, in one view, it represents nothing more than an explicit statement of rational decision-making. Second, I intend to show how well-trained policy analysts and researchers bring additional value to use of the framework through application of their professional skills. Expertise of various sorts gives policy analysts potential for substantially improving public policy making. Third, and finally, I wish to address the role of policy analysts in democratic polities. Democracy creates great opportunities and challenges for policy analysts seeking to improve society. How can these opportunities be realized in light of the challenges inherent in representative government?

2.
Governments continuously make public policy through laws, regulations, executive orders, agency decisions, and other authoritative actions. Those involved in this process play the role of policy analyst when they provide client-oriented advice relevant to such public decisions and informed by social values. The client orientation distinguishes the professional policy analyst from others, including professors, offering general advice about government decisions. Advice informed by social values distinguishes policy analysis from advice offered solely from the perspective of particular political actors or interest groups.

Although policy analysis takes as many forms as advice itself, much policy analysis can be thought of as applying a simple framework to government decisions: systematically compare alternative courses of action in terms of relevant goals. The good analyst strives to make these comparisons in ways that meaningfully inform public decisions.

3.
The framework can be conveyed in the Goals/Alternatives Matrix. The basic idea is as follows: 

Identify a set of plausible alternatives for responding to some perceived social problem. Because some solutions are worse than the problems they address, it is usually appropriate to include the current policy among the alternatives. For purposes of our discussion, let us label the columns of the Goals/Alternatives Matrix with the policies. For example, alternative #1 might be “continue the fourth nuclear power plant,” alternative #2 might be “terminate the fourth nuclear power plant,” and alternative #3 might be “continue the fourth nuclear power plant with greater investment in safety features.” 

Let us now label the rows of the matrix with the goals that the alternatives are trying to achieve: value A might be “minimize electricity costs,” value B might be “minimize environmental risk,” and value C might be “promote national defense.” The cells of the table would contain predictions of the impacts of each alternative relevant to each goal and valuations of these impacts in terms of the goals. The completed table would then provide the basis for an informed choice of an alternative that best balances the various goals.

4.
Most of us do not explicitly sketch out on paper Goals/Alternatives Matrices when we make decisions about matters in our personal lives. Yet our thought processes often proceed as if we are following a Goals/Alternatives Matrix. For example, imagine that your new job requires you to purchase an automobile. You are likely to identify several alternative makes and models that attract your attention because they have at least some desirable qualities – low price, good mileage, nice styling, good safety features, and, perhaps, “status.” A Goals/Alternatives Matrix for your choice might look like the one shown. It would highlight the various tradeoffs you face in making a choice – say low-price and high mileage versus styling and status.

5.
Constructing the Goals/Alternatives Matrix can help one avoid making a choice that one later comes to regret. The example of an individual choosing an automobile suggests some general guidelines for constructing Goals/Alternatives Matrices for policy analysis.  First, note that the alternatives are very specific – not just models but makes as well. It is not possible to make predictions unless the alternatives are clearly specified.  Second, the goals should be sufficiently general to capture important values and not slant analysis toward specific alternatives. For example, the goal “safety” allows for many possible design features, such as side air-bags or reinforced frames, to be considered. At least initially, it is better to keep the general goal of safety than to name specific design features. Third, it is important to fill in all the cells to make sure that one considers all the relevant values. Fourth, as I have already noted, expect tradeoffs – no alternative is likely to dominate the others in terms of all the goals. Finally, make sure that the alternatives are relevant to choice. If one’s financial situation would never allow purchase of a BMW, then it might be better to replace it in the set of alternatives with a lower-priced automobile. 

6.
I think most of us would agree that anyone could apply this framework to decisions in our personal lives. Certainly, our political leaders can do the same for public policy problems. If this is the case, then why does society need policy analysts? 

Policy analysts contribute to society by helping to improve the application of this framework in three ways:

First, the technical skills of policy analysts enable them to improve the predictions and valuations that we put in the cells of the Goals/Alternatives Matrix. Second, policy analysts can add columns by designing new policy alternatives. And third, policy analysts can add rows to insure that the full range of social values are considered in choosing among the alternatives.

Allow me to consider briefly each of these avenues for contribution.

7.
Policy analysis requires prediction. The sophistication of the prediction depends on a several factors. How much time is available? If a decision must be made today, then a rough qualitative prediction may be the best possible. In contrast, an analysis conducted over the course of a year would allow for the application of various economic and mathematical modeling techniques, statistical analyses, surveys, and assessments of the results of similar policies adopted elsewhere. Of course, whether these approaches are possible will also depend on the availability of data and the skills of the analysts who must pursue them.

Note that the skills needed for prediction in policy analysis are those commonly used by social science researchers. This is why curriculums of study in policy analysis generally include courses in research design, economic modeling, and statistical analysis. 

Between the extremes of a quick qualitative prediction and a full-scale research project, analysts often draw on existing social science theories and empirical findings to make predictions. For example, if one were trying to predict the consequences of an increased tax on gasoline, one would want to know how much the higher price at the pump would reduce miles driven by consumers. A search of the economic literature would turn up not only hundreds of estimates of the price elasticity of demand for gasoline, but also a number of reviews of these studies. Consequently, the analysts would be able to use the range of estimates as a basis for predicting the range of consumer responses.

One encouraging development for policy analysts is that some types of disciplinary research lead to greater capabilities for prediction and valuation. Consider environmental economists. They face the problem that some environmental values cannot be captured by observing behavior. For example, individuals might be willing to pay some amount to reduce the risks of global warming in the future. A complete assessment of the efficiency of alternative policies should take this willingness-to-pay into account. Consequently, environmental economists have developed survey methods, called contingent valuations, that enable them to estimate willingness-to-pay for non-market goods. Although the methodology remains controversial, it has developed sufficiently that it is now allowed as evidence in cases before U.S. courts involving environmental damages.  Increasingly, policy analysts will be able to make use of findings from such studies and apply the methodology themselves when time, resources, and the stakes are large enough.

8.
To bring these general comments closer to home, let us briefly consider what policy analysts can contribute to the assessment of the fourth nuclear power plant. With respect to environmental impacts, analysts can make sure that nuclear power and its fossil fuel alternatives are considered over their full life-cycle, from fuel to waste. They should also make sure that the full range of environmental risks are considered. For example, nuclear power plants pose long-term risks in terms of the disposal of wastes; fossil fuel plants pose long-term risks in terms of the production of greenhouse gases that contribute to global climate change.

Policy analysts may contribute to better analysis of the economic impacts of the decision. Projecting electricity demand requires analysts to consider trends in manufacturing as well as likely price paths under the alternatives. The perceived reliability of electricity supply is likely to be relevant to industrial development, which in turn will affect electricity demand. Of course, policy analysts can clarify which previous investments are truly “sunk costs” that are irrelevant to a decision today about continuing construction of the fourth nuclear power plant.

Analyst may also contribute to better analysis by helping assess the implications of the decision for national security. To what extent does reliance on nuclear power reduce the vulnerability of Taiwan to blockade? To what extent does reliance on nuclear power increase vulnerability to direct military attack?

Of course, in practice, it is unlikely that any one analyst could effectively master all the subjects that would be necessary to complete this policy analysis. Instead, good analysis would probably require a team of analysts. Society might also benefit if the analysis were conducted by “competing” teams of analysts. As long as there were some willingness to share at least some predictions of impacts, differences in the analysis would highlight the major sources of disagreement about prediction and valuation. Without the willingness to make a good faith effort to find common assumptions and to apply professional standards, there would be a risk that differences in the analyses would confuse rather than inform the public and their political representatives. Unfortunately, based on my observations of several policy debates in the U.S., I think it likely that conflicting analyses on technical issues will be used primarily as political ammunition.  

9.
Policy analysts play an important role in helping to design policy alternatives. Sometimes analysts confront policy problems that call for them to create policy alternatives; other times interest groups and politicians place particular policy alternatives on the public agenda. In either case, policy analysts usually have the responsibility for specifying the details of general proposals and they often have the opportunity for contributing new alternatives. 

To carry out these tasks, analysts often borrow ideas from other jurisdictions or policy areas, and then “tinker” with them so that they fit the particular context at hand. For example, analysts charged with designing emergency evacuation plans for those living near nuclear plants, may start with plans already in place for existing plants. They would then “tinker” with the plan to make sure that they reflect the distribution of people, roads, and other local features.

Increasingly, policy analysts are discovering novel institutional designs to deal with policy problems. Sometimes these designs simply involve creative thinking about incentives. For example, in British Columbia, Canada, qualified charities are assigned days to monitor gambling casinos. In return, they receive half of the profits made by the casino that day. They thus have an incentive to follow the money closely from betting tables to counting rooms. Because there are many qualified charities, different casinos rarely face the same monitors more than once, avoiding the collusion that might otherwise develop from frequent interaction between a small number of government inspectors and the casinos.

Occasionally, new institutional designs can be quite complex. Recently, the Federal Communications Commission in the U.S. has employed very sophisticated auctions to allocate broadcast spectrum for personal communication services. The auctions, which generated over $20 billion dollars in winning bids in 1994/1995, have multiple rounds that allow bidders to assemble geographically clustered licenses to take advantage of economies of scale. The design required extensive analysis, including over 130 pages of rules to avoid problems that were encountered by spectrum auctions in Australia and New Zealand.  The effort thus drew on the theoretical contributions of economists and the empirical observation of other complex auctions. 

10.
In what ways might analysts contribute alternatives to analysis of the fourth nuclear power plant? Experiences elsewhere in the world, as well as my very cursory observation of the debate at hand, suggest two major sources of opposition to nuclear power. Opposition from those living near plants – the so-called NIMBY, or “not in my backyard,” problem and opposition based on concerns about the disposal of nuclear wastes. Analysts might be able to find ways of reducing the NIMBY problem by designing more attractive compensation schemes for those living near the plants. Hiring and training local workers for the plant might be one avenue. Investing more in risk reduction, and perhaps involving environmental groups more in the review of safety features, might also help reduce local opposition. Analysts might help reduce the disposal problem though consideration of agreements with foreign governments to share disposal facilities, though transportation of some wastes is complicated by international agreements. Additional investments in intermediate-term storage facilities might also buy time for the development of long-term disposal options.

I do not know if analysts would actually be able to adjust designs to make continuation the selected alternative, but I do expect that creative ideas in these areas would be the key to doing so.

11.
Policy analysts play a very important social role in making sure that the full range of practical constraints and social values are reflected in policy goals. The practical constraints can be thought of as instrumental values, in the sense that they may not be desirable for their own sake but rather because they facilitate the achievement of other social values. One practical constraint is administrative feasibility: Are the organizational capacities available to implement a policy alternative? Public administration scholars have traditionally been concerned with finding ways to increase these organizational capacities. The other practical constraint is political feasibility, which I will return to momentarily.

Substantive social values are those that are desirable for their own sake. Democratic political processes force consideration of many substantive values. These processes, however, may not fully represent all interests, especially those that are diffuse and those that remain silent for some reason. Most of my subsequent remarks will deal with representation of social values reflecting under-represented interests.

12.
Returning to political feasibility as an instrumental goal, we encounter a dilemma facing policy analysts: recommend the most desirable policy in terms of substantive social values that will not be immediately politically feasible, or recommend a less desirable one that will be immediately politically feasible. Neither horn of this dilemma is attractive. Fortunately for policy analysts, however, their work can help improve decision making even when their recommendations are not accepted. An important role is played by making sure that a full range of values and alternatives are considered by political decision makers. 

13.
Although policy analysts generally want their advice taken, there are two theories of the policy process that should make them more willing to propose policies that are not immediately politically feasible. 

One of these is what has been called the guano theory of analytic accumulation. Like the droppings of birds on rocky islands, individual policy analyses may have little impact. However, if enough analyses reach the same conclusion, then the accumulation, like guano mined as fertilizer, becomes very valuable. For example, for almost two decades before airlines were deregulated in the U.S., economists and policy analysts argued that the regulation of routes and fares involved substantial economic costs that were not offset by other gains. 

The other theory has been labeled the limestone theory of policy ideas. Water can go into porous limestone formations and reappear unexpectedly at some other place. “Radical” policy alternatives may be ignored when they are first proposed, but resurface sometime in the future. For example, Ronald Coase proposed allocating broadcast spectrum by auction in 1959, a proposal that, as I previously described, reappeared thirty years later.

14.
Democratically elected representative governments, like those of the United States and the Republic of China, give voice to many interests and values. The desire for re-election encourages representatives to listen to constituents and reflect their expressed interests in their political actions in an effort to win votes, or secure resources, such as campaign contributions in the U.S., that help campaigns to win votes. Yet it is not costless for constituents to monitor the political actions of their representatives. The press often helps, but its coverage, at least in the U.S. tends to be episodic, disproportionately focused on “waste, fraud, and abuse” rather than general policy problems and potential solutions, and prone to the creation of heros and villains rather than the depiction of representatives as people who must balance competing values and interests. 

In general, concentrated interests, or relatively small groups whose members bear either large costs or large benefits from public policies, have a much stronger incentive to bear the costs of monitoring representatives than do diffuse interests, or relatively large groups whose members individually bear either small costs or small benefits from public policies. Other things equal, already organized interests have lower costs of monitoring than interests not already organized.

These differences in the costs of monitoring representatives tends to favor some interests over others in policy making:

Concentrated interests tend to receive more attention than diffuse interests. And organized interests tend to receive more attention than unorganized interests. Further, public attention to government decisions, which generally is shaped by the mass media, and creates “policy windows” in which political actors can sometimes mobilize diverse interests to make major changes in public policy, tends to lead to emphasis of some types of costs and benefits over others: Hidden over very visible costs; visible over hidden benefits. And current over future benefits; future over current costs.

15.
Policy analysts can promote social values by making sure that diffuse interests are given attention in policy making. One way analysts do so is by recognizing economic efficiency as a substantive value and arguing for its inclusion as a desirable goal. Economists find this natural – it makes sense for society to maximize the value of the goods and services produced. I argue that it is especially important because it increases the chances that diffuse interests will receive attention in policy decisions. Consider, for example, a quota on some imported good that raises its price. If the good is also produced domestically by a small number of firms, these firms might favor it because it would allow them to raise their price as well. Although the aggregate cost to consumers of the increased price may be large, the amount borne by any one consumer is too small to make it worthwhile to take political action to try to block the quota. A careful economic analysis, however, would find that the quota reduced economic efficiency, so that it would have to promote some other important social value, such as national defense, to make it desirable overall.

Many critics of cost-benefit analysis, which is the method economists use to compare the efficiency of policy alternatives, miss this socially important role of assessing efficiency because they compare the imperfect recommendations of cost-benefit analysis to the choices of an ideal representative government rather than the one that exists in the presence of costly monitoring of representatives. These critics thus commit the “Nirvana Fallacy” by comparing the imperfect version of one alternative with the ideal version of another.

Arguing for the inclusion of efficiency as a goal does not always go far enough in representing under-represented interests. Sometimes groups suffer losses despite overall gains in efficiency. Consequently, policy analysts can sometimes contribute to a more balanced assessment of alternative policies by drawing attention to the distribution of costs and benefits. 

16.
It is especially important for policy analysts to represent those who might be called “silent losers.”
Some people are silent losers because they do not anticipate that they will be harmed in the future. For example, residential rent control benefits current residents, but, by “locking-in” residents to their current dwellings and depressing the supply of new housing, it harms people who might someday wish to live in the locale. 

Others are silent losers because they do not realize that they are being harmed. For example, U.S. price controls on petroleum products in the 1970s led to the misallocation of resources that resulted in higher unemployment rates than would otherwise have occurred. Yet few made the connection between the price controls and loss of their jobs. 

Of course, those who are not yet born may also be silent losers. Although those in the present generation represent them to some extent out of concern for their children and grandchildren, the electoral incentive to favor immediate benefits over future costs creates the possibility that the interests of future generations will be under-represented. Some would argue that such is the case with respect to global climate change.

17.
I hope I have convinced you that policy analysis offers some possibility for improving public policy in representative democracies. But how can these benefits be achieved? I think that there are three approaches that should be simultaneously pursued: 
First, support the creation of some “politically neutral” analytical organizations. Second, encourage public agencies to take actions to expand the role of policy analysis in public discourse. And third, promote the infusion of professional norms among those who do policy analysis.

18.
Policy analysis is a political resource as well as a normative tool. Analysts working for government agencies and interest groups face pressures to slant their analyses toward the interests of their organizations. Even if all sides bring analysis to bear on an issue so that there will be offsetting biases, something is lost because policy makers often do not have the time, expertise, or inclination to invest effort in assessing which analyses are most sound. It is therefore desirable that there be at least some analytical organizations that provide, and are perceived to provide, politically neutral analysis. 

The U.S. experience suggests that such organizations can be established under legislative bodies, a forum where all political parties have a voice. Since 1941 the California Legislative Analyst’s Office has provided policy analysis of proposed legislation. It strives to provide balanced analysis. It is generally perceived as politically neutral – if it were not, it would not have survived with changes in the political control of the California legislature over the years. In 1975, the U.S. Congress created the Congressional Budget Office, explicitly modeling it on the California Legislative Analyst’s Office, with one major exception: The California office is required by law to make recommendations, while the Congressional Budget Office does not make recommendations. Each of these offices helped establish its credibility by investing heavily in the capability to make predictions of the budgetary implications of proposed legislation. Track records in this somewhat narrow technical activity helped to establish their usefulness to legislators; perceived neutrality makes their reports influential. 

The dangers of failing to establish a reputation for objectivity are illustrated by the U.S. Office of Technology Assessment, which was created at about the same time as the Congressional Budget Office. Unlike the Congressional Budget Office, the Office of Technology Assessment became viewed as slanted toward the Democrat party and did not survive the change in the House of Representatives to Republican control. 

As I have only casual knowledge of the organization of the five branches of the government of the Republic of China, I offer the following advice with humility and much trepidation: the Legislative Yuan should establish an organization similar to the U.S. Congressional Budget Office. It should report to an oversight committee, perhaps drawn from the 12 standing committees, but certainly including representatives of all the parties. It might subsume the current Budget Center, but would have a much broader scope. The organization should have routine responsibility for assessing the budgetary and economic impacts of proposed legislation, and it should conduct special studies as directed by the oversight committee.

The Control Yuan might also be expanded to include an analytical unit with general jurisdiction. This might be desirable in situations where the Executive Yuan and the Legislative Yuan are controlled by different parties. Yet there is some danger, I think, that the policy analysis function would not mix well with the auditing function. Executive bureaus may not be as forthcoming with the sort of informal and self-reflective information that people close to policy can often provide if their staffs feared exposure to auditing. Those of you more familiar with the Control Yuan will be better able than I to assess whether it would be a good alternative or additional home for creating neutral policy analysis organizations. 

Why would current leaders be willing to allow such an organization to be established? It is important to remember that what ultimately makes a country democratic is the ability of the electorate to replace their executive and legislative representatives. Forward-looking political leaders anticipate that their parties will sometimes control the major branches and other times not. Perhaps losing some short term advantage by allowing the creation of neutral analytical capacity while in control will increase the chances that such capacity will be available when out of control. 

This is the sort of question that I hope my public administration and public policy colleagues in universities here in the Republic of China will take up as a challenging problem in institutional design.

19.
Of course, one way to get more policy analysis is simply to require it. Both the U.S. and the Republic of China require the preparation of environmental impact statements for major policies. Executive Orders in the U.S. mandate cost analysis for new regulations. These requirements induce the supply of analysis, and therefore also the capacity to produce it.

The Internet offers a way of further expanding the role of policy analysis in public discourse. The Congressional Budget Office, the California Legislative Analyst’s Office, and 37 other state legislative analysts’ offices in the U.S. post their analyses on web pages. Increasingly, U.S. regulatory agencies are posting dockets for new regulations on web pages. These postings increase public access to policy analyses. I expect that in the future many of these organizations will allow interested parties to post comments on analyses, opening the door for greater exchange among policy analysts and between policy analysts and concerned citizens. Governmental units in the Republic of China with responsibility for producing analyses could increase the role of policy analysis in public discourse by routinely posting policy analyses on web pages.  In the U.S. “sunshine” laws and the freedom of information procedures have contributed to a much more open environment for public discourse about policy.

20.
In the long run, the most important factor for realizing the potential of policy analysis for improving society may be the instilling of professional norms of analysis within the public sector. Society will be well served by individuals with the fortitude, in the words of my late teacher Aaron Wildavsky, “to speak truth to power,” the humility to realize that, because analysis deals with predicting the future and different perceptions of social value, no analysis is ever perfect, and the patience to produce good analysis even when it is not immediately accepted politically. 

I commend Shih Hsin University for contributing to this project by strengthening graduate training in policy analysis. I hope that my colleagues in public administration, who play an important role in training people for public service, will look for ways to include more training in policy analysis within their curricula. I also hope to see more students from Taiwan in U.S. schools of public policy, especially our program at the University of Wisconsin! 

Policy analysis has been pursued as a profession in the U.S. for about 30 years. I am delighted that it is spreading internationally. Indeed, the Association for Public Policy Analysis and Management, which originally had a completely American institutional membership, now includes universities and research institutes from Japan and Europe. The association would welcome both individual and institutional members from the Republic of China.

***

As citizens of the Republic of China you should be proud that your government has joined the ranks of democratic polities. Representative government is confusing, messy, and imperfect – but wonderful! I am confident that you will also discover ways to help your government work more effectively toward the achievement of important social values through policy analysis.  

Thank you for your patience.
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