Chapter Objectives

e Describe evaluative criteria for judging the value of policy proposals or alternatives.
e Explain how to apply the methods of policy analysis.

e Identify three key economic approaches to policy analysis.

e Distinguish between the different types of decision making and impact analyses.

o Compare the ethical approach of policy analysis against other methods.
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Assessing Policy
Alternatives

hen gasoline prices surged in 2011 and 2012, automobile makers
; R / responded by heavily promoting a new generation of more efficient
vehicles, touting their highway fuel economy of more than 40 miles
per gallon. Nearly all of them also invested heavily in development of new hybrid
or electric models to meet rising public demand for efficient cars, trucks, and
SUVs. The same forces led the Obama administration to strike a new deal with
U.S. auto companies that took effect in 2012 and will raise fuel efficiency stan-
dards to a fleet average of 54.5 miles per gallon by 2025. It was a move that was
sure to have important impacts not only on energy use but on national security,
jobs and the economy, climate change, and the health of the U.S. population.!
Beyond all of these developments, as we noted in chapter 3, the United States in
2010 had the worst offshore oil spill in its history with the BP Deepwater Horizon
accident in the Gulf of Mexico, sparking a reorganization of the federal agency
charged with regulating offshore oil drilling.

The political debates over what to do about gasoline prices and other energy
issues were similar to those just four years earlier when a sharp increase in the
cost of gasoline affected nearly everyone in the United States. The price of oil
in 2008 soared to $147 a barrel on the international market and to more than
$4 a gallon in the United States, resulting in short-term, widespread economic
pain. The cost of goods increased as a result of shipping costs, people began buy-
ing more fuel-efficient cars, and demand for mass transit rose so much that many
cities doubted they could cope.? The candidates in the 2008 presidential election
debated how best to respond to the problem, including competing proposals to
lower the federal gasoline tax to ease the burden on consumers; increase fuel
efficiency requirements (which had just been raised in late 2007); and promote
energy conservation, efficiency, and the use of alternative or renewable fuels
through boosts in federal research and tax credits.?
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The year 2015, however, brought a major reversal in many of these trends
as a global glut of oil from high levels of production and diminishing demand
sent gasoline prices plummeting to less than $2 a gallon. Even by late 2016, the
price for a gallon of regular gas was about $2.16. What impact did the falling
prices have? Among other changes, vehicle manufacturers stopped touting the
fuel economy of their new cars and trucks and reverted to emphasizing power
and performance characteristics in the ever-abundant television and online
advertisements.

These fascinating twists and turns in energy use and debate over it during the
last decade included nearly every criterion and method that policy analysts typi-
cally use to assess public policy proposals. Commentators and policymakers at
all levels of government raised questions about access to energy sources and their
costs; national security implications of U.S. dependence on imported oil; environ-
mental, health, and safety risks of energy exploration, development, and use; the
role of government and regulation (e.g., in setting fuel efficiency standards and in
supervision of offshore drilling); and the importance of economic incentives for
energy development, including renewable sources such as wind and solar power,
because of rising concern for climate change. There were also questions about
whether to continue generous oil company subsidies, the technical feasibility of
offshore drilling in certain areas, and the likely effectiveness of such drilling: if
and when it would produce substantial quantities of oil and how much such
efforts would affect the price of gasoline and the nation’s dependence on foreign
oil. Each side in these debates pointed to arguments that bolstered its position,
and each challenged the other’s assumptions and portrayals of the situation.

It was a fairly typical policy debate. It illustrated well the tendency of poli-
cymakers and their staffs to engage in intensive issue framing and to use policy
studies to reinforce and advocate their positions and as ammunition against
opponents. It showed as well the importance of asking which proposals, such
as subsidies for purchase of electric vehicles, increases in the gasoline tax, devel-
opment of a new carbon tax, or continued support for fossil fuel development,
would be most likely to meet competing national needs, and which would be
technically feasible, economically acceptable, fair, and socially and politically
acceptable. In this context, consider one particular study that did get some atten-
tion during the 2008 debate, even if it changed few minds. The Department of
Energy (DOE) reported in 2007 that new drilling in the offshore areas would
not have a significant effect on oil production before 2030, and that the ultimate
effect on prices would be “insignificant” because oil is traded globally and the
amounts would be too little to affect worldwide prices.*

Whether policymakers use them well or not, policy analyses like the one by
the DOE are integral to the modern policymaking process precisely because the
issues often are complicated and involve highly technical questions well beyond
the expertise of elected officials, not to mention the ability of the public to sort
out facts from campaign rhetoric and other political stances. At the core of such
analyses is a clear delineation of the criteria developed for judging policy alterna-
tives and the application of available tools and methods to provide information
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essential to decision making. Yet as the case of energy policy shows well, even the
best studies may persuade few elected officials and their supporters in the heat of
political competition.

This chapter reviews the leading evaluative criteria used today as well as the
methods of policy analysis most commonly employed. These methods range from
cost-benefit analysis that addresses economic criteria to political and institutional
assessments that estimate political or administrative feasibility. The combination
of clear evaluative criteria and careful analysis should make it easier to deter-
mine whether one policy alternative is better than another. Policy analysts and
those involved in making policy choices want to know whether one alternative
is more likely than another to be more effective, or whether one will be cheaper.
They want to ask as well about differences in equity or fairness, such as how
these alternative policy options will distribute their costs or benefits across the
population. That is, will some groups (such as wealthy or retired citizens) gain
more than others, and will some (such as the middle class or those in the work-
force) pay more than others for that policy? It is the purpose of policy analysis to
provide that kind of information, and it is up to policymakers and the public to
decide what to do with it.

Evaluative Criteria for
Judging Policy Proposals

Evaluative criteria are the specific dimensions of policy objectives (what policy
proposals seek to achieve) that can be used to weigh policy options or judge the
merits of existing policies or programs. Evaluative criteria can also be regarded as
justifications or rationales for a policy or government action. The use of explicit
evaluative criteria establishes relatively clear standards that can keep policy anal-
ysis objective and focused on the issues of greatest concern to the analyst, the
intended audience, or the client. Such standards also allow users to rank alterna-
tives in order of their preferences. It makes sense to choose the criteria that fit a
given policy area and set of circumstances. Obviously, some criteria make more
sense for judging access to health care services than they would for determining
whether Congress should cut or increase agricultural subsidies. In addition, as
Brian W. Hogwood and Lewis A. Gunn (1984) argued, policy analysis for the
real world is always contingent on the political and institutional context of policy
debate and is influenced by available resources and time.

The dimensions of policy objectives that are most often the target of inquiry
and political argument include effectiveness, efficiency (costs in relation to ben-
efits), risks, uncertainty, ethics, political feasibility, administrative feasibility,
equity or fairness, liberty or freedom, legality, and (sometimes) constitutionality.
This is quite a long list, and analysts seldom address all of these elements in
any single study. Chapter 1 suggested the usefulness of focusing on four of these
criteria: effectiveness, efficiency, equity, and political feasibility. Concern about
effectiveness, or how well a policy is working, is nearly universal. Because most
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public policies, from defense to education, spend public money, analysts con-
sider efficiency—what clients get for their money—to be just as important. Many
also argue that equity, which concerns the fairness of government programs in
relation to the needs of different groups in the population, should always be a
concern; it comes up regularly in discussions of tax reform, for example, over
whether proposed tax cuts benefit primarily the wealthy or the middle class. Of
all the criteria discussed in the text, effectiveness, efficiency, and equity capture
the most politically important standards used to judge policy proposals today.

It should be said that policymakers, interest groups, and analysts often favor
use of one criterion over another without being very clear about why they do so.
In the case of the energy policy debate summarized above, for example, advo-
cates of offshore drilling emphasized the need to expand domestic oil supplies,
a component of effectiveness. They said little about the relative efficiency of
that strategy in relation to other policy options or even how likely it was that
increased drilling would lower the price of gasoline, which was arguably the
public’s greatest concern at the time. On the other side of this debate, envi-
ronmentalists challenged the likely effectiveness of a drilling strategy in relation
to other policy options, such as increased fuel efficiency standards, but many
emphasized even more what they viewed as the unacceptable risks of oil spills,
made concrete by the BP Deepwater Horizon spill. Neither side made equity
considerations a prominent part of its argument, although some opponents of
drilling did note that U.S. consumption of oil was disproportionate to its popu-
lation size (and hence unfair in a global context), which reinforced arguments
for decreasing reliance on oil, whether produced domestically or imported. In
the practical world of politics, policy actors use the arguments they think will
best make their case without necessarily trying to address every consideration or
every criterion.

Figure 6-1 lists these criteria along with four others often used in policy
analysis and policy debate. The figure gives the meaning of each criterion and
the limitations in using it as a standard of judgment. It also indicates the type
of public policies for which it is most apt. Critics such as Deborah Stone (2012)
underscore the inherent ambiguities and problems of interpretation associated
with such criteria. These qualities need not prevent their use in practical policy
analysis, but they do suggest the need to be alert to such limitations in how they
are applied.

Typically, when these criteria are used, they must be expressed in terms of
operational measurements or indicators, such as those discussed in chapter 5. For
example, analysts usually speak of efficiency in terms of dollar cost in relation
to the value of benefits expected to be realized from governmental action, such
as improved workplace safety that might follow adoption of federal ergonomics
standards, or the number of lives that would be saved through improvements in
vehicle safety or actions against distracted driving. Effectiveness can be measured
in terms of the likelihood of reaching a specific policy objective, such as reducing
automobile accident rates by 20 percent over a five-year period or keeping the
costs of health care from rising by more than the level of inflation.
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Figure 6-1
CRITERION

DEFINITION

Selected Criteria for Evaluating Public Policy Proposals

LIMITS TO USE

WHERE MOST LIKELY USED

Effectiveness

The likelihood of achieving policy
goals and objectives or demonstrated
achievement of them.

Estimates involve uncertain
projection of future events.

Virtually all policy proposals where concern
exists over how well government programs
work.

Efficiency

The achievement of program goals
or benefits in relationship to the
costs. Least cost for a given benefit
or the largest benefit for a given cost.

Measuring all costs and benefits
is not always possible. Policy
decision making reflects political
choices as much as efficiency.

Regulatory policies, such as consumer product
protection, food safety, workplace safety, and
environmental protection; consideration of
market-based approaches.

Fairness or justice in the distribution
of the policy’s costs, benefits, and
risks across population subgroups.

Difficulty in finding techniques to
measure equity; disagreement
over whether equity means a fair
process or equal outcomes.

Civil rights, disability rights, tax cuts for the well
off and/or middle class, access to health
services and higher education.

Liberty/freedom

7z
o

The extent to which public policy
extends or restricts privacy and
individual rights and choices.

Assessment of impacts on
freedom is often clouded by
ideological beliefs about the role
of government.

Proposed national identification cards,
restrictions on Internet use, property rights,
abortion rights, regulatory actions that constrain
choices of corporations and individuals.

APulitical feasibility

The extent to which elected officials
accept and support a policy
proposal.

Difficult to determine. Depends on
perceptions of the issues and
changing economic and political
conditions.

Any controversial policy, such as gun control,
immigration, raising the gasoline tax, tax cuts
for the wealthy, or subsidies for oil and gas
drilling.

m Social acceptability

The extent to which the public will
accept and support a policy
proposal.

Difficult to determine even when
public support can be measured.
Depends on saliency of the issues
and level of public awareness.

Any controversial policy, such as crime control
or abortion rights, and from 2010 to 2013,
health care reform.

Administrative
feasibility

The likelihood that a department or
agency can implement the policy
well.

Involves projection of available
resources and agency behavior
that can be difficult to estimate.

Expansion of agency duties, use of new policy
approaches or new technologies, policies with
complicated institutional structures.

Technical
feasibility

The availability and reliability of
technology needed for policy
implementation.

Often difficult to anticipate
technological change that would
alter feasibility.

Science and technology policy, environmental
and energy policies, automobile safety
regulations, telecommunications, defense
policies.
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For most of these criteria, multiple indicators are available, and analysts nor-
mally use several to compensate for the limitations of any one of them. Some
criteria, however, involve making qualitative judgments rather than using such
indicators, for example, when questions of equity arise or when the debate turns
on the loss of personal liberty for the benefit of the larger public welfare. The
personal liberty issues arise in controversies as diverse as gun control, freedom of
religious practice, restrictions on private property rights, and actions to constrain
possible terrorist activity. Indeed, they are a frequent subject of debate in nearly
all areas in which government authority may impinge on individual rights. Recent
proposals to reform the federal tax code involve questions of equity or fairness
even if that criterion is not always made clear or the proposals are framed in
terms of how they will affect economic growth or job creation.

Most policy debates resemble the battles over energy policy and gasoline
prices; they involve multiple and competing criteria. Policymakers and analysts
want policy action to be effective, but they also want to minimize costs, or to pro-
mote the most equitable solution, or to maintain individual rights against expan-
sion of governmental authority. It is a rare policy action that can maximize each of
these criteria simultaneously. Those concerned with public policy must therefore
figure out which criteria are most important and use those preferences to rank pol-
icy alternatives from best to worst. In a more formal exercise, policy analysts might
assign weights to each of the various criteria to reflect their relative importance.
Then multiple criteria can be used at the same time to assess the attractiveness of
different policy options. A brief discussion of the three most frequently used cri-
teria should clarify their meanings and suggest how they might be used in policy
analysis. The fourth major criterion, political feasibility, is addressed separately at
the end of the chapter as part of a review of methods of policy analysis.

Effectiveness

The need for the effectiveness criterion is evident in the all-too-frequent com-
plaints about the failure of government programs. Analysts and policymakers
speak informally of what does and does not work, about policy success and the
lack of it. In a narrow sense, effectiveness refers to reaching a policy or program’s
stated goals and objectives. For a program already in existence, evaluation of
its effectiveness usually turns on whether it has achieved the expected results or
policy outcomes. For example, does a city’s use of school vouchers or charter
schools raise the overall quality of education? (See chapter 10.) Or do feder-
ally funded abstinence-only programs to prevent teenage pregnancy—which have
been enthusiastically backed by conservatives—actually produce lower rates of
pregnancy? Nonpartisan analyses suggest they do not, and as a result, some states
have chosen to turn down federal funds offered for such initiatives. In 2009, the
Obama administration sought to curtail federal funding for the programs on the
grounds that they were ineffective in reducing teen pregnancy; instead, it favored
comprehensive sex education, as did many state legislatures.’
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Assessments like these generally require that analysts develop suitable indi-
cators or measurements for the specified outcomes. For a proposed policy rather
than an existing program, they try to estimate the likelihood that such goals
and objectives would be attained if the proposal were adopted. For example, in
2011, Google was quietly lobbying policymakers in Nevada to approve legisla-
tion that would make the state the first to permit self-driving cars to be used on
public roads, which had been illegal in all fifty states. The proposal also would
permit the car’s occupants to send text messages even if sitting in the driver’s
seat. As was evident by 2016, professional transportation analysts consider self-
driving cars a serious option for the future, and some vehicles, such as Tesla
cars with Autopilot, already have much of this capability. Analysts anticipate
ever-increasing congestion on public roads and thus the need eventually for smart
roads and computer-driven or autonomous vehicles that will be able to move at
high speeds with greatly reduced risk of accidents. Nevada approved Google’s
request, and in August 2016, Pittsburgh, Pennsylvania, allowed Uber to begin
using experimental self-driving vehicles in the city, albeit with human supervisors
in the driver’s seat. If these experiments go well, we can anticipate self-driving
delivery vans and big-rig trucks, all of which are expected to reduce the cost of
transporting people and goods. Many also hope that such vehicles will spark
other innovations in the application of artificial intelligence technology and be a
critical element in future economic growth. These are among the reasons why the
federal government in September 2016 announced its support for automated car
technology by issuing formal guidelines for the new industry.

The view of effectiveness we summarize here is a little narrow, however,
because programs usually have multiple goals and objectives and may succeed
at some and fall short on others. Moreover, some objectives may be attainable
only over a long period of time, making assessment of short-term outcomes
problematic. Another limitation is that estimating the probability that a proposal
will be effective, or more effective than the present policy, requires a forecast of
future conditions and events, an uncertain activity at best. In addition, analysts
must learn to deal with a political environment in which politicians often exag-
gerate the weaknesses of current programs and tout the strengths of alternatives
based more on ideological beliefs than any assessment of empirical evidence of
program effectiveness.

On the plus side, the federal Government Performance and Results Act of
1993 requires regular evaluations of all existing programs and demonstrations
of their performance or achievements. The act encourages agencies to focus on
results, service quality, and public satisfaction, and it mandates annual perfor-
mance plans and reports. The current political mood in Washington, D.C., and
across the nation creates a strong expectation that new policy proposals will be
able to meet the same standards of effectiveness as policies already in place or
improve upon them. The economic recession that began in 2008 and subsequent
soaring budgetary deficits reinforce these expectations at both the federal and
state levels. With scarce budgetary dollars, policymakers are likely to be highly
attentive to program effectiveness and eager to cut or terminate programs that
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cannot prove their worth. Analysts who evaluate policy proposals in terms of
likely effectiveness or who try to measure the achievements of existing programs
therefore find a ready audience for their assessments.

Efficiency

If policy effectiveness is nearly universally expected in contemporary policymaking,
$0 too is an interest in keeping the cost of government programs within reason.
Whether efficiency is a specific measurement of costs in relation to benefits or
gaining the most benefits for a fixed cost, the criterion amounts to the same thing.
It strongly encourages analysts to think about the overall costs and benefits of
existing programs and the various proposals to change them or replace them with
something different.

Essentially, efficiency is a way of justifying government action on the basis
of economic concepts. Sometimes efficiency is expressed in terms of the relative
virtues of government intervention and the operation of a free market in promot-
ing social welfare. As we discussed in chapter 1, government involvement may
be called for when the market economy cannot adequately protect the public’s
well-being, for example, from crime, threats to national security, or urban air pol-
lution. Efficiency is highly prized in the United States, and it is much praised by
policy analysts (Stone 2012). Its role reflects the high value Americans place on a
smoothly functioning market economy and the promotion of economic well-being.

The logic of efficiency in the allocation of scarce government resources is
compelling. From an economist’s perspective, fiscal resources must be used to
best meet human needs—in other words, to increase the well-being of members
of society. When the costs of programs are greater than the benefits, the possible
alternative uses of the labor, capital, and materials are foregone, depriving soci-
ety of their value (Patton, Sawicki, and Clark 2016; Weimer and Vining 2016).
Thus if the government spends more on one activity—for example, prescrip-
tion drug expenses under Medicare—than is needed to gain the benefits of the
action—better health for senior citizens—it will have fewer resources for other
services, such as public education and national defense. Similarly, policymakers
may choose to reduce an agency’s spending because it is politically popular to do
so even when thataction saves no money. For example, in recent years, Congress
has cut the Internal Revenue Service (IRS) budget in a way that cost the govern-
ment billions of dollars annually because the agency lacked the staff to collect
taxes that are owed but not paid. A 2014 report on the IRS noted that for each
additional dollar in its enforcement budget, the agency collects six more dollars
in revenue, seemingly a very good deal unless one intensely dislikes the IRS and is
inclined to cut its budget despite the lost revenue.’

A striking illustration of inefficiency came to light in late 2005 in a New York
Times exposé of the New York State Medicaid program. The state’s Medicaid
spending on prescription drugs had doubled within five years, rising to $3.8 billion
in 2005, in part because the state was unwilling to constrain the soaring costs of
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prescription drugs. As reporter Michael Luo put it, “New York lacks even the most
basic controls that dozens of other states and private health insurers have used.”®
Among other examples of wasteful spending, the state was paying millions of dol-
lars for prescription drugs for which far cheaper over-the-counter equivalents were
available. It was also paying for some expensive drugs that experts said were largely
ineffective and rarely approved for use in other states.

As the Medicaid spending example illustrates, application of the principle of
promoting efficiency can be difficult, yet it is by no means impossible. Consider
another example. The federal Centers for Disease Control and Prevention (CDC)
reports that tobacco use in the United States is responsible for one out of five
deaths annually, or 480,000 a year, 42,000 of which are attributed to second-
hand smoke exposure; this amounts to 1,300 deaths every day. In addition,
16 million people suffer from at least one serious illness related to tobacco use,
such as emphysema. What does smoking cost the country? The CDC says it
amounts to more than $300 billion a year. Some $156 billion of that amount is
attributed to lost economic productivity and $170 billion to direct health care
expenditures.® Should government do more to restrict smoking to reduce these
costs, particularly to lower the rate of smoking among young people? The CDC
reports that each day about 3,200 people younger than eighteen years old smoke
their first cigarette, and 2,100 youths or young adults who have been occasional
smokers begin smoking on a daily basis. Or should all smokers, young and old,
be left alone to make their own choices? Over the past decade, many states raised
cigarette taxes, in part to discourage smoking and in part to raise revenue. The
national average cost for a pack of cigarettes, counting all taxes, rose to more
than $6 in 2016, but the price varies widely by state and even by locality. In New
York City, new taxes drove the price higher than $14 a pack on average.

Calculating these kinds of social benefits and costs is not always easy,
particularly when they must be expressed in dollar terms, although economists
have developed a number of methods for doing so, as we will see later in the
chapter. One could ask, for example, how analysts might estimate the economic
and social advantages of illegal immigration as well as the costs that such immi-
gration imposes on the United States and on the nations from which immigrants
come. Can it be done? Should it be done? We can appreciate that putting a dol-
lar value on costs and benefits in this case can be a challenge intellectually and
politically. But what about a qualitative consideration? Either way, making the
costs and benefits of policy action more explicit and more understandable should
contribute to making smarter choices simply because the public and policymakers
can be better informed.

Critics of the use of efficiency as a criterion argue that one important con-
straint is the fact that benefits and costs are not equally distributed among the
population. Often, the benefits of policies such as agricultural subsidies or sub-
sidized tuition for college students go to particular groups in the population, but
all taxpayers bear the costs. For regulatory policies, such as controls on polluting
power plants or regulation of Wall Street financial institutions, the larger society
receives the benefits, but the corporate owners of the plant or banks—and the

187



Chapter 6 Assessing Policy Alternatives

Getting around a problem.
Even with recently low gasoline
prices, many urban residents rely
increasingly on bicycles to get
around town. The photo shows
the new bicycles that are part of
LA Metro’s Bike Share program,
where up to 1,000 bicycles and
up to 65 bike share stations were
made available throughout the
downtown area for the first time,
in Los Angeles, California, on July
7, 2016. (Marcus Yam/Los Angeles
Times via Getty Images)
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stockholders—bear the costs. The implication of this critique is that analysts need
to inquire into the distribution of benefits and costs as part of any attempt to
examine economic efficiency and its acceptability. This is a subject addressed in
the next section, about equity.

In fact, no matter what reservations are expressed about using the efficiency
criterion in policy analysis and decision making, political reality dictates that it
be addressed in some form. The smart analyst can find ways to do so that are rea-
sonable and fair. Moreover, the great weight placed on policy costs today opens
the door for creative ways to get policymakers and the public to think about the
consequences of proposals under consideration. Actions that seem justifiable on
some grounds might appear far less desirable once the costs of action are taken
into account.

Equity

The term equity has at least two different meanings in contemporary policy
debates: process equity and outcomes (end-result) equity. The first refers to
the decision-making process that is used. Is it voluntary, open, and fair to all
participants? If so, analysts and citizens might judge the results to be equitable
even if some people ultimately fare better than others by gaining benefits such
as higher education, better jobs, greater income, nicer houses, and so forth. This
view is often associated with the political philosopher Robert Nozick and his
book Anarchy, State, and Utopia (1974). Those who hold these views tend to
believe strongly in the rights of individuals and the freedom to use and dispose of



Evaluative Criteria for Judging Policy Proposals

their resources as they see fit. They resist government efforts to promote equality
beyond ensuring equal opportunity to participate in society’s decisions. As this
description suggests, political conservatives identify strongly with the concept of
process equity.

John Rawls promoted quite a different conception of equity, particularly in
his book A Theory of Justice (1971). Rawls argued that equity or fairness refers
to just outcomes or the fair distribution of societal goods such as wealth, income,
and political power. His reasoning is that political institutions and social struc-
tures, such as racism and other forms of discrimination, affect the achievement
of such goods. In other words, the acquisition of societal goods is not solely a
function of the individual qualities of ambition, talent, and a strong work ethic.
People who hold this view are more likely than others to favor government inter-
vention to promote the equitable distribution of society’s resources. Political
liberals tend to identify with the concept of outcomes equity.

Equity criteria are likely to be central to any consideration of redistributive
policies, such as tax reform, welfare reform, efforts to enhance access to educa-
tion or health services, and assistance to the poor. They may also crop up in other
policy areas where the debate and decisions turn on who gains and who loses
as a consequence of policy action. The policy analyst might want to ask who
receives the benefits of policy action, who does not, and who pays for the costs of
the program. Who in this context means not individuals, but different groups or
categories of people. They can be wealthy, middle class, or poor; city dwellers or
suburbanites; ordinary people or huge corporations. Equity issues are pervasive
in policy disputes, from tax reform proposals to actions that might restrict access
to higher education—such as raising tuition levels.

Concern for economic inequality rose sharply in 2011 and continues to be
an issue, as evidence mounted that both wealth and income in the United States
had become increasingly unequal, and as the nation’s policymakers continued
to debate the merits of tax cuts and other economic policy as part of the larger
deficit reduction goals. Across the country, the Occupy Wall Street movement
addressed what participants viewed as an unacceptable level of inequality and
opportunity for economic advancement between the top 1 percent of the popula-
tion and the remaining 99 percent. In late 2011 in a widely reported speech in
Kansas, President Obama focused on data showing that in the last three decades
the average income of the top 1 percent in the nation had gone up by more than
250 percent, to $1.2 million a year. In contrast, for most taxpayers in the same
period, income hardly rose at all over the level of inflation.'® Presidential candi-
date Bernie Sanders focused heavily on this kind of economic inequality in his
campaign for the Democratic Party nomination in 2016. Consistent with the pres-
ident’s argument, the Organisation for Economic Co-operation and Development
(OECD) announced late in 2011 that income inequality in the United States was
at its highest in over thirty years; was continuing to rise; and was greater than in
all developed countries other than Chile, Mexico, and Turkey.!!

This kind of concern over economic inequality has long been a fixture of eco-
nomic policy, particularly fiscal policy (see chapter 7), and it is likely to continue
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Ethical influences on public
policy. Some public policy
alternatives historically have been
evaluated using ethical criteria
rather than economic efficiency,
political feasibility, or other
standards. Women's health care and
reproductive rights are examples.
The photo shows pro-choice and
pro-life activists demonstrating on
the steps of the U.S. Supreme Court
on June 27, 2016, in Washington,
D.C. In a 5-3 decision, the U.S.
Supreme Court struck down one of
the nation’s toughest restrictions
on abortion, a Texas law that
women'’s groups said would have
forced more than three-quarters
of the state’s clinics to close.

(Pete Marovich/Getty Images)
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as policymakers at both federal and state levels debate how to deal with deficit
spending. Tax reform measures are certain to be part of that discussion, as they
have been over the past decade. For example, one of the most striking debates
during the 2000s was what to do about the federal estate tax, a tax on property
that is imposed when the owner dies, and which is paid by the heirs to the estate,
typically other family members. Using the kind of issue framing we discussed in
chapter 3, conservative critics have called the estate tax a “death tax,” and have
argued that it is unfair to family members and owners of small businesses. They
would prefer to have the tax fully repealed even though doing so would be very
costly for federal revenues. Not surprisingly, liberals have argued that repealing
or weakening the estate tax is also inequitable because most of the benefits would
go to the very wealthy.

Should the estate tax be kept and applied to most families out of concern for
social equity and sound fiscal policy? Should it be repealed so that even the rich-
est families can leave most of their wealth to their children? Or should the tax be
imposed only on estates above a particular monetary level so that most families
and small businesses are exempt, and if so, what level would be fair to taxpayers?
In 2013, Congress increased the size of an estate that is exempt to $5 million for
individuals and $10 million for couples, levels that it also chose to peg to infla-
tion so they will rise over time; for 2016, the level for couples to pay no estate tax
had risen to $10.9 million. As a result, 99.8 percent of families will face no estate
tax at all.'> Was this an acceptable compromise? Was it too generous to wealthy
families at the expense of others?
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Ethics and Political Values

In a classic essay on the role of principles in policy analysis, political theorist
Charles W. Anderson (1979, 713) argued that there are “certain fundamen-
tal considerations that must be accounted for in any policy evaluation.” This
“repertoire of basic concepts” includes “authority, the public interest, rights,
justice, equality, and efficiency.” They are, Anderson said, not simply an analyst’s
preferences but “obligatory criteria of political judgment.”

In the practical world of policy analysis, some of Anderson’s requisite criteria
or standards of policy judgment are likely to be ignored. Indeed, some politi-
cal scientists argue that it is unnecessary or even improper for policy analysts
to include ethical or normative dimensions in their work. They say this in part
because they think ethics and normative values, such as liberty and equality, are
beyond the bounds of rational analysis. Or it may be that they believe analysts are
incapable of objective analysis because they inevitably inject their personal biases
into any such assessment. Some also argue that analysis of normative values is
unnecessary because the political process exists to address and resolve ethical and
value disputes (Amy 1984). An easy rejoinder to the last argument is that explicit
analysis of ethics and values could greatly enhance the quality of argument and
debate in policymaking bodies. No doubt, it is easier for analysts to stress criteria
such as effectiveness and efficiency, where an assessment can be based on hard
data such as measurable costs and benefits. Normative issues, however, deserve
serious consideration. As Anderson (1979) argues, analysis that ignores basic
issues such as the role of government authority, individual rights, or the public
interest is incomplete and inadequate.

Policy debates over personal privacy (for example, cell phone records),
property rights, copyright laws, research on human stem cells derived from
embryos, and many other contemporary issues clearly require an assessment
in terms of normative and legal criteria, not just economics. Even for a seem-
ingly technical subject such as nuclear waste disposal, it is both possible and
necessary to analyze ethical issues such as the effects on future generations,
whether it is fair for governments to offer monetary compensation to communi-
ties if they agree to host a waste repository, and how much public involvement
in decision making should be required (Kraft 2000; Shrader-Frechette 1993;
E. Weiss 1990).

As this review of evaluative criteria indicates, there are many different bases
on which to analyze policy. Students of public policy should be aware of the
range of standards that are applied and alert to their strengths and limits and
the trade-offs between them. Sometimes, promoting the public’s welfare—for
example, through food safety, consumer safety, or environmental protection
policies—imposes a cost on individuals and corporations. Restrictions on their
freedom or liberty may be justified by the public’s gains. Conversely, at times the
protection of individual rights and liberties is so important that society is willing
to tolerate activity that many people find abhorrent. Thus Internet pornography
is protected because of the First Amendment’s free-speech guarantees, and the
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Constitution extends elaborate protections to those accused of criminal behavior,
even for horrific crimes such as serial murder or terrorism.

A recent decision in election law illustrates the importance of how these
competing criteria, particularly the right to free speech and the broader public
welfare, are used and assessed. The Supreme Court decided in early 2010 in the
case of Citizens United v. Federal Election Commission that spending money on
election campaigns is a form of protected free speech under the First Amendment.
Therefore the government cannot prevent corporations or unions from spend-
ing their money to support or criticize candidates. The corporations and unions
cannot give the money directly to candidates (which is prohibited by campaign
finance laws), but they can spend as much as they desire on television and other
ads intended to influence voters. The controversial ruling led many to complain
that the Court’s decision protects the free-speech rights of corporations (and
unions) over the broader citizen interests in having competitive and fair election
campaigns. Then in a related ruling in 2014, McCutcheon v. Federal Election
Commission, the Court struck down long-established limits on what one person
could donate to federal candidates and political parties in each election cycle.
The result was a surge in contributions by, and presumably political influence of,
wealthy individuals and families.!3

The use of diverse evaluative criteria can help in another way. Too often poli-
cymakers, analysts, and commentators make statements that reflect their strong
ideological beliefs when they discuss pending policy choices. Liberals know what
they like and dislike and apply those philosophical standards to the full range
of contemporary policies, and conservatives do the same, although both sides
would have much to gain from dispassionate assessments of current govern-
ment programs and proposed policies. An objective analysis of this kind could
be grounded in one or more of the evaluative criteria described in this chapter.
Doing so does not mean that citizens and policymakers need to abandon their
convictions about what government should or should not be doing. Rather, it
means that they ought to be sure they have the facts about a given issue, be it
school vouchers, gun control, or health care alternatives, and think about a range
of considerations in addition to their personal values and policy beliefs. They will
have an easier time defending the position they take, and the policy positions they
endorse will stand a better chance of success.

Using the Methods of Policy Analysis

This section of the chapter surveys the most frequently used methods of policy anal-
ysis and highlights their strengths and most significant weaknesses or limitations.
The suggested reading list at the end of the chapter provides substantial coverage
of analytic methods. Those wishing to read further will find this list a good place
to start. The leading methods of policy analysis draw heavily from economics and
focus on the evaluative criterion of efficiency, particularly for cost-benefit and cost-
effectiveness analyses (Dunn 2016; Weimer and Vining 2016). The ideas found in



these and related methods are useful even for nontechnical analysis. The methods
are tools for critical thinking about public policy that anyone can use.

By now, however, it should be clear that public policy evaluation is about
more than economics. It is also about effectiveness, equity, liberty, and, funda-
mentally, politics. As stated earlier, analytic methods can be used to clarify prob-
lems and policy choices, but decisions about which policies to adopt or maintain
are up to policymakers and, ultimately, up to the public that elects them.

The overview of analytic methods that follows groups them into four categories.
One is economic approaches that include cost-benefit analysis, cost-effectiveness
analysis, and risk assessment methods. Another is decision making and impacts,
which includes forecasting and impact assessment. A third is political and institu-
tional analysis, which includes assessment of political feasibility as well as policy
implementation and program evaluation. The last category is ethical analysis,
where the concern is consideration of the ethics of policy action.

Economic Approaches

As discussed earlier in the chapter, economic analysis pervades the study of pub-
lic policy, and for good reason (Weimer and Vining 2016). Public policies can
be expensive, and in ways that are sometimes not so obvious to the public and
policymakers. Use of economic approaches can help us understand the real costs
of government programs and the trade-offs involved in choosing one policy alter-
native over another. As we have seen, however, economic analysis also has its
critics, who worry that emphasis can be placed too much on the dollar value of
government action and too little on what they see as the necessity of addressing
some public needs regardless of cost. A review of the most frequently used eco-
nomic approaches is helpful for appreciating both the strengths and limitations
of such methods.

Cost-Benefit Analysis

Most readers are already familiar with cost-benefit analysis, also called benefit-
cost analysis, and they use the techniques even if they do not use the terms. When
a high school senior decides which college to attend, he or she probably makes a
list of the advantages and disadvantages of each important option. One college
offers a stronger program in the student’s area of interest, but it is expensive.
Another is affordable but falls a little short on the number of courses in the
anticipated major. In addition, the student considers the differences in the range
of campus activities, housing, sports facilities, and other qualities of college life.
How to make this decision? The student, probably with the help of a counselor
and parents, weighs the advantages and disadvantages of each, perhaps writing
them down in several columns to compare the choices. Cost-benefit analysis is
simply a more systematic method for doing the same thing.

Economic Approaches
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One economist described cost-benefit analysis as follows:

It seeks to determine if the aggregate of the gains that accrue to those
made better off is greater than the aggregate of losses to those made
worse off by the policy choice. The gains and losses are both measured
in dollars, and are defined as the sums of each individual’s willingness
to pay to receive the gains or to prevent the policy-imposed losses. If the
gains exceed the losses, the policy should be accepted according to the
logic of benefit-cost analysis. (A. Freeman 2000, 192)

He added that in some respects cost-benefit analysis is “nothing more than orga-
nized common sense,” even if the term usually refers to a more narrowly defined
and technical calculation.

The usefulness of thinking in terms of what public policies and programs cost
and what society gets from them should be clear enough. Consider the enormous
costs inflicted by Hurricane Katrina in 2005. Over 1,300 people lost their lives,
and many thousands lost their homes and businesses, suffered pain or trauma, or
had their lives otherwise uprooted. The economic impact on both New Orleans
and the nation was substantial, and it continued for years. In addition, highways,
utilities, schools, and other public structures in New Orleans and other cities
had to be rebuilt at considerable expense, easily over $100 billion in repairs
and reconstruction costs. What would it have taken to provide greater protec-
tion for the New Orleans area by building stronger flood levees and improv-
ing the city’s emergency preparedness capacity? Surely a great deal less than
$100 billion. Most estimates were in the range of a few billion dollars. Indeed,
following Katrina, one expert on cost-benefit analysis, Harvard economist
W. Kip Viscusi, said the comparison of costs and benefits “was not a close call.”
Instead, it was “a no-brainer that you do this,” meaning to invest in a much
larger flood-prevention effort.'

Short of Category Five (the most severe) hurricanes, there are plenty of
examples of routine policy decisions that are equally instructive on the value
of thinking about costs and benefits. Consider the costs of protecting the U.S.
border. In one case, the government spent nearly $1 billion on a new virtual
border fence project that proved to be ineffective and was abandoned.?> Should
the initial cost estimates have ruled this out? What about the Obama adminis-
tration’s ambitious efforts to foster the development of a high-speed rail system
in the United States to rival those that have operated for years in China, France,
Japan, Spain, and elsewhere?'® Was the initial federal investment of $8 billion
for fiscal 2012 a wise decision? What about the anticipated total of $53 billion
over six years? Would the long-term societal benefits be far greater than the
costs? How would we go about determining that? House Republicans voted in
November 2011 to kill the program, unconvinced that it served the national
interest, and Republican governors in some states, such as Wisconsin, rejected
the federal funds to develop high-speed rail, convinced that in the long run such
an initiative was not justifiable.!”



Or consider the cost of the Iraq war and the broader war on terrorism.
Should we place a dollar value on protecting the nation from terrorists? What
about launching and continuing a war in another country such as Iraq? At the
beginning of the Iraq war in 2003, President George W. Bush assured Congress
and the nation that under the “worst case” assumptions the war would cost no
more than $200 billion, reflecting confidence at that time that it would be rela-
tively short and successful. Yet by the tenth anniversary of the terrorist attacks
in New York, Pennsylvania, and Washington, D.C., the New York Times and a
number of independent economists concluded that costs of the war on terrorism,
including the cost of fighting in Iraq and Afghanistan, had reached $3.3 trillion.!®
Other estimates were even higher, depending on what was counted. For example,
the U.S. government has tended not to count long-term costs such as care for
returning veterans, many of whom will require lifelong medical treatment. Should
costs like this be a factor in the decision to go to war, or in decisions to continue
a war for a long period of time?

Conducting a cost-benefit analysis is relatively straightforward in theory.
The analyst (1) identifies all the important long-term and short-term costs and
benefits; (2) measures the tangible costs and benefits in monetary terms; (3) uses
a discount rate, which adjusts for changes in value over time, to ensure that all
are expressed in commensurable terms; (4) estimates the intangible or qualitative
considerations; and (5) aggregates, or totals, the costs and benefits.

This total is expressed in one of two ways: as the net benefit (benefits minus
costs) or as the ratio of benefits to costs (the benefits divided by the costs). The
box “Steps to Analysis: Conducting a Cost-Benefit Analysis” indicates how it is
done, and policy analysis texts provide many other examples (e.g., Boardman
et al. 2011; Gupta 2011). Public policy students might try to apply these meth-
ods to a particular problem—perhaps a current campus issue such as whether
to expand parking lots or to provide incentives to students, faculty, and staff to
use other means of transportation to reach the campus. In this particular case,
thorough analysis suggests the virtue of trying to discourage automobile use on
economic as well as environmental grounds (Toor and Havlick 2004).

Some of the limitations of cost-benefit analysis are evident even in the brief
summary provided here and in the fuel-tax example used in the box. Determination
of what costs and benefits are important enough to be included is in part a judg-
ment call. Measuring them in monetary terms is easier for some costs and benefits
than others. The analyst may emphasize costs because they are more identifiable
and measurable. What the benefits turn out to be is less certain and may be real-
ized only after a period of time. Economists often try to estimate opportunity
costs, which refer to the value of opportunities that are forgone when time or
resources are spent on a given activity. For example, being stuck in traffic imposes
an opportunity cost on drivers because they could be doing something more pro-
ductive with their time. Federal regulations that require companies to spend more
than necessary on safety or environmental regulations impose an opportunity
cost because this money might have been invested in additional research, plant
modernization, enhanced employee benefits, and so forth.
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Steps to Analysis

Conducting a
Cost-Benefit Analysis

Conducting a cost-benefit analysis can be a fairly
simple or quite complicated process, depending on
the issue. In general, an analyst completes the
following procedure:

1. Identify all of the important costs and benefits.

2. Measure those costs and benefits that can

be expressed in dollar terms and either esti-
mate or acknowledge those that cannot be
measured easily.

3. Adjust the measurements for changes in value

over time.

4. Sum up and compare all the costs and benefits

and conclude whether the costs outweigh the
benefits or vice versa.

Let us apply these steps to a policy example.

1. Identify all of the important costs and benefits.
Consider the U.S. federal gasoline tax, which is
the lowest among the world’s industrialized
nations. Those who support raising it con-
tend that doing so would yield many tangible
benefits, among them lowering the country’s
dependence on imported oil. It would reduce
urban air poliution and improve public health;
reduce carbon dioxide emissions and the risk of
climate change; cut back on traffic congestion
and drive time; and lessen traffic accidents,
thereby saving lives and preventing injuries. A
higher gas tax could yield all of these benefits
and substantially increase government tax rev-
enues by internalizing the social costs of driv-
ing and providing an incentive to people to
drive fewer miles or seek alternative forms of
transportation. Raising the gas tax, however,
imposes direct costs on drivers and on a variety
of services that depend on transportation, and
it can have a particularly adverse impact on

low- and moderate-income citizens who have
few alternatives to using automobiles, and
on those who live in sparsely populated areas
where they need to drive and who also may
travellong distances.

. Measure those costs and benefits that can be

expressed in dollar terms and either estimate
or acknowledge those that cannot be measured
easily. Because a complete cost-benefit analysis
of raising the gasoline tax can become exceed-
ingly complicated, we consider a study that took
ononlypartof the challenge. In apaperprepared
for Resources for the Future (RFF), lan Parry and
Kenneth Small examined many of these costs in
an effort to determine the “optimal” level for
a gasoline tax in the United States. Although
economists cannot easily measure all of the ben-
efits noted, they have estimated that the pollu-
tiondamagesamount to about 40 cents a gallon,
the carbon dioxide emissions 6 cents a gallon
(estimates vary widely here), traffic congestion
about 70 cents a gallon on average, and traffic
accidents 60 cents a gallon, for a total of $1.76 a
gallon. To take into account that gasoline taxes
actually tax the fuel purchased as opposed to the
distance that is traveled and some of the nega-
tive economic effects of raising fuel taxes, the
analysts lowered this amount to about a dollar
per gallon (Parry 2002).

. Adjust the measurements for changes in value

over time. In this example, no such adjustment
is made. All costs and benefits are assumed to
apply to the present. Conceivably, however,
one could make such adjustments for those
benefits expected to come only in the future,
such as the value of reducing expected climate
change from buildup of carbon dioxide emis-
sions. The adjacent text discusses how such
“discounting” of future benefits is done.

. Sum up and compare all the costs and benefits

and conclude whether the costs outweigh the
benefits or vice versa. The study reached its
conclusion about an optimal level of taxation
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without considering the economic costs of
dependence on foreign oil, which another
study estimated to be around 12 cents a gallon;
the military costs of defending access to Middle
Eastern oil fields; or the damage caused by
the production, transportation, and use of
gasoline—such as oil spills and leaking storage
tanks. Some environmental groups have tried
to estimate all of those effects and, not sur-
prisingly, came out with a much higher total.
Still, according to the RFF analysis, the dollar-
per-gallon optimal tax that would internalize

Would you change any of the major social costs
considered in this analysis?

Are there other costs and benefits that should
be considered if the gasoline tax is to be raised?

Do you think that economists can fairly esti-
mate the dollar value of things like improved
public health because of reduced air pollu-
tion or the value of time lost by those stuck
in traffic?

Does the conclusion of the study present a
cogent argument for raising gasoline taxes?

the major social costs is more than twice the
average combined federal and state taxes on

totaled about 48 cents per gallon.

gasoline in the United States, which in 2016 Source:lan W. H. Parry, “Is Gasoline Undertaxed in the United
States?” Resources 148 (summer 2002): 28-33.

Using a discount rate allows analysts to determine the value of future benefits
today, but the choice of the rate, essentially an estimate of inflation over time,
clearly can have a profound impact on the results. For example, consider the
present value of $100 earned a hundred years from now, with varying assump-
tions of a discount rate. At a 1 percent discount rate, that $100 is worth $36.97;
at 2 percent, $13.80; at 3 percent, $5.20; and at § percent, only $0.76. As these
calculations illustrate, distant benefits may be of minimal value in current dollars,
and a cost-benefit analysis can therefore yield wildly different results depending
on the rate selected.

Because the choice of a discount rate can have a great effect on how one
appraises policy options, that choice underlies innumerable conflicts over gov-
ernment policy decisions, from protection against hurricanes like Katrina or
efforts to reduce the risk of future climate change. The benefits of preventing
damage from hurricanes or of slowing or halting global climate change are real
and often substantial, but they may occur so far in the future that discounting the
benefits to today’s values tends to minimize them in a cost-benefit calculation.
In contrast, the costs of hurricane damage mitigation or dealing with climate
change can be quite large, and they will be paid for in today’s dollars. These
complications lead economic analysts to suggest other methods for discounting
in a responsible way that consider long-term costs and benefits."” Yet, as noted
above, at least one calculation in the aftermath of Katrina did employ such dis-
counting and nonetheless concluded that the benefits of a massive investment
in disaster prevention could easily have been justified on economic grounds.?
Many public officials in New York drew similar conclusions about the logic of
spending now on infrastructure improvements that could help to minimize the
economic costs in the future should a storm like 2012’s Hurricane Sandy strike

197



Chapter 6 Assessing Policy Alternatives

198

the area again; that storm caused an estimated $70 billion in damages to New
York and New Jersey.!

Another vulnerable part of the process of cost-benefit analysis is the estimate
of intangible human costs and benefits, such as well-being, aesthetic preferences,
or even the value of a life or of human suffering. Some analysts choose not to
include them at all in a cost-benefit analysis and instead highlight that omission in
reporting the results. Others prefer to use available economic methods to estimate
intangible or nonmarket values and then include them in the cost-benefit analysis.
For example, economists use techniques known as contingent valuation methods,
which are essentially questionnaires or interviews with individuals, designed to
allow an estimate of the dollar value of the time spent stuck in traffic or the
preservation of lakes or forests. If done well, such methods can provide a useful
estimate of the value people attach to certain intangibles. The use of sensitiv-
ity analysis can minimize to some extent the weaknesses inherent in cost-benefit
analysis. When the calculations are “sensitive” to a basic assumption such as the
chosen discount rate, the analyst can report on several different rates, and the
reader can choose the assumptions that seem most reasonable.

Even with its obvious limitations, cost-benefit analysis is a powerful tool that
is widely used in government decision making. It forces analysts and policymakers
to define what they expect government action to do (produce benefits) and to
consider the costs associated with that action. If done properly, cost-benefit analy-
sis can help justify public policy that might otherwise be ignored or challenged.
Consider the case of lead in gasoline and its effect on public health. During the
1980s, the Environmental Protection Agency (EPA) asked for a reduction in the
amount of lead allowed in gasoline from 1.1 grams per gallon to 0.1 grams; lead
was used to boost the octane level of gasoline. The benefits of controlling lead in
this way included a reduction in adverse health and cognitive problems in chil-
dren, a lowered level of high blood pressure and cardiovascular disease in adults,
and reduced automobile maintenance costs. Not all of those benefits could be
measured, but counting those that could produced a benefit-cost ratio of 10 to 1
(A. Freeman 2000, 194). That calculation helped gain approval for eliminating lead
in gasoline despite opposition from automobile companies and oil refineries and
the Ronald Reagan administration’s concerns about the action. Lead was com-
pletely eliminated from U.S. gasoline by 1996, and it also has been phased out of
gasoline nearly all over the world, often with dramatic effects on children’s health.?

Critics of cost-benefit analysis claim that the method can be abused if only
some costs and benefits are considered and inappropriate measures are used
to estimate their value (Stone 2012; Tong 1986). Their concerns are genuine,
even though in the real world of policy debate, it is likely that analysts on both
sides of the policy question will carefully scrutinize any cost-benefit analysis.
Moreover, the Office of Management and Budget (OMB) has set out elaborate
guidelines that federal government agencies are expected to follow for the con-
duct of such studies.

OMB’s Office of Information and Regulatory Affairs (OIRA) has been in
charge of this process since President Reagan’s 1981 executive order mandating



that economic analysis be used to justify proposed regulations. Each successive
president has established a similar review process, albeit with differing guidelines
and expectations, and the agencies have improved their ability to conduct them.
Under legislation approved in 2000, the Data Quality Act, OIRA is also charged
with establishing guidelines for how agencies ensure the accuracy of the data on
which regulations are based.?> Despite these expectations and procedures, the
public policy student should always ask about the underlying assumptions in a
cost-benefit analysis and how the costs and benefits were estimated. As noted in
several other examples, estimates of a new government regulation’s future costs
often reveal very wide ranges, indicating that the analysts used quite different
assumptions and calculations.

Cost-benefit analysis is used less in areas of public policy where such mea-
surements are not readily available. Even in these areas, however, one could carry
out a kind of qualitative cost-benefit analysis in which the important benefits and
costs are listed and considered, but without an attempt to place a dollar value on
them. Such an exercise might allow citizens, analysts, and policymakers to think
comprehensively about the pros and cons of government policies for which they
have either no dollar estimates of costs or only partial information.

Cost-Effectiveness Analysis

Sometimes the concerns about the ability to measure the benefits of a policy
action are so significant that cost-benefit analysis is not useful. For example,
many policies, such as health regulations, highway safety, and medical research,
may prevent disease or devastating injury, and may save lives. But how do ana-
lysts place a dollar value on human life and health? Government agency officials
and analysts, along with insurance companies, have methods for estimating how
much a life is worth, even though many critics object in principle to making such
calculations (Tong 1986). The advantage of cost-effectiveness analysis is that it
requires no measurements of the value of intangible benefits such as human lives;
it simply compares different policy alternatives that can produce these benefits
in terms of their relative costs. That is, analysts are asking which actions can
save the most human lives given a fixed dollar cost, or which dollar investments
produce the greatest benefits.

For example, in the early 1990s, Oregon created a prioritized list as part of
the Oregon Health Plan, which chiefly serves the state’s Medicaid beneficiaries.
The plan ranked 709 medical procedures “according to their benefit to the entire
population being served.” Coverage was to be provided for all conditions that fell
above a threshold on the list, and the state legislature was to determine the cutoff
points each year on the basis of estimates for health care services and budget
constraints. The state used a cost-benefit methodology to establish the list, con-
sulting fifty physician panels and surveying the Oregon public. The choices were
based on factors such as the likelihood that treatment would reduce suffering or
prevent death, the cost of care, and the duration of benefits. In effect, the state
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was trying to determine how to get the greatest benefit to society from the limited
resources available for health care. As might be expected, the state’s innovative
approach was highly controversial, and the federal government initially rejected
it, but it later approved a modified form.?* Oregon modified the plan in 2012,
and transferred the prioritization of health services to a Health Evidence Review
Commission, whose members are appointed by the governor and confirmed by
the state senate. The plan also was expanded to cover a larger number of indi-
viduals and families under the state’s Medicaid program as part of its response to
the Affordable Care Act of 2010. Is such a cost-effective approach to state health
care benefits a good idea? What are its strengths and weaknesses?

Similar comparisons are also common in safety and environmental regula-
tion, where the cost of the regulations in terms of lives that would be saved is
often ten, one hundred, or even one thousand times greater than other actions
that could be taken. In these circumstances, critics of regulation cite the wide dis-
parities in costs to argue against the adoption of measures aimed at, for example,
improving workplace safety or eliminating toxic chemicals from the environment.
Or they suggest that the same benefits might be achieved by taking other, some-
times far cheaper, action (Huber 1999). One recent example concerns directives
from the Federal Emergency Management Agency (FEMA) in 2004 that pressed
cities and states in earthquake-prone areas, including Memphis and other com-
munities close to the New Madrid Seismic Zone (located near parts of Arkansas,
Illinois, Indiana, Kentucky, Mississippi, Missouri, and Tennessee), to set building
construction standards comparable to those required in California. Yet according
to critics, FEMA proposed the plan “with almost no consideration of costs and
benefits,” even though the risk of a major earthquake in this area was only one-
tenth to one-third that of California’s. The critics suggest that the same money
invested in such health and safety measures as highway upgrades, flu shots, and
heart defibrillators could save many more lives.?’

Risk Assessment

Risk assessment is a close relative of cost-benefit analysis. Its purpose is to iden-
tify, estimate, and evaluate the magnitude of the risk to citizens from exposure
to various situations such as terrorism, natural hazards such as hurricanes and
flooding, radiation from nuclear power plants, or threats from the kind of finan-
cial risks that Wall Street investment banks took in the mid 2000s at the height of
the housing bubble. Reducing risks conveys a benefit to the public, and this ben-
efit can be part of the calculation in a cost-benefit analysis. But societal risks vary
widely in their magnitude, and that is the reason to try to identify and measure
them; the more significant risks presumably should receive a higher priority for
government action. Risks are associated with many activities in daily life, such as
driving a car, flying in an airplane, consuming certain foods, smoking cigarettes,
drinking alcohol, and skiing down a mountain, among others. Most of life’s risks
are fairly minor and not especially alarming, although people may worry a great



deal about the ones they understand least well and fear, such as hazardous waste,
toxic chemicals, and radiation.

Consider this example of risk assessment. In late 2002, the Federal Aviation
Administration (FAA) proposed a new regulation that would require airlines to
build safer seats to reduce the risk of severe injury or death in the event of an
accident. Under the proposal, the airlines would have fourteen years to develop
and install the new seats, at an estimated cost of $519 million. The seats would
have better belts, improved headrests, and stronger anchors to hold them to the
aircraft floor under the stress of an accident. The FAA’s risk assessment indi-
cated that the new seats would prevent an estimated 114 deaths and 133 serious
injuries in the twenty years after the regulation took effect.?6 Was the FAA’s risk
assessment reasonable? Is it possible to project accident rates, injuries, and deaths
over twenty years when the technology of aircraft design and other elements in
aviation safety, not just the seat design, is likely to change?

Other examples of risk analysis are intriguing, even in the early stages of
development. For example, over the past decade, the National Highway Traffic
Safety Administration (NHTSA) has been studying the feasibility of requiring
automobiles to have vehicle-to-vehicle communication technology (called V2V).
Doing so, the agency says, could dramatically reduce the risk of accidents and
therefore save lives and prevent injuries. Agency research shows that the vast
majority of accidents can be prevented through use of such technology, in which
vehicle sensors and onboard computers either alert drivers to an impending acci-
dent or move the vehicle out of the way to avoid an accident, much like automatic
braking and lane departure warning systems already do in vehicles equipped with
those technologies. Potentially such a change could save thousands of lives each
year in the United States, and prevent hundreds of thousands of injuries, not to
mention lowering the costs of vehicle repairs. Over thirty-three thousand people
a year die in automobile accidents today, and over two million are injured, many
severely. Ultimately, the adoption of new safety requirements will have to be
justified through some form of risk-cost-benefit analysis.?”

Risk assessments of this kind are widely used today in part because of public
fears of certain technological risks and the adoption of public policies to con-
trol or reduce these risks (Kraft 2017). Workplace safety and food safety are
two examples. Risk assessments are also prepared to estimate and respond to
national security risks, such as terrorist attacks or other threats to the United
States. Throughout the Cold War period, from the late 1940s to about 1990,
defense and security analysts regularly made assessments of the risk of nuclear
war and other security threats. They continue to conduct similar studies today.

Risk is usually defined as the magnitude of adverse consequences of an event
or exposure. As noted, the event may be an earthquake, flood, car accident, nuclear
power plant accident, or terrorist attack, and an exposure could come through con-
taminated food, water, or air, or from being in or near a building or another struc-
ture under attack (Andrews 2006b; Perrow 2007). The public’s concern about risk
has deepened in recent years as the media have increased their coverage of these situ-
ations. Books on this topic seem to sell well, another indicator of public concern.?®
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Professionals view risk as a product of the probability that the event or expo-
sure will occur and the consequences that follow if it does. It can be expressed in
the equation R = P x C. The higher the probability of the event or exposure (P),
or the higher the consequences (C), the higher the risk (R). Some risks, such as
an airplane crash, have a low probability of occurring but high consequences if
they do. Others, such as a broken leg from a skiing accident, have a higher prob-
ability but lower consequences. People tend to fear high-consequence events even
if their probability is very low, because they focus on what might happen more
than on its likelihood. Partly for this reason, there is often a substantial differ-
ence between experts and the lay public in their perception of risks. Public fear of
nuclear power and nuclear waste (which experts tend to think are small risks) is
a good example (Slovic 1987).

People also underestimate much more significant risks, including climate
change, natural disasters, and medical calamities such as pandemics. In the case
of the latter, in 2011 experts were so concerned about the risk that they warned
scientific journals not to publish details about biomedical experiments that could
be exploited by terrorists.?’ Even experts sometimes seriously misjudge risks, as
the National Aeronautics and Space Administration (NASA) did in managing the
space shuttle program. After two catastrophic accidents, in 2005 NASA recalcu-
lated the risk of a major failure during a space shuttle mission using probabilistic
risk assessment that combined actual flight experience, computer simulations,
and expert judgment. It put the risk at a very high 1 in 100.3°

The tendency of people to misjudge the probability of various events is evi-
dent in the purchase of lottery tickets. When the Powerball lottery jackpot rose
to an astonishing $1.6 billion in early 2016, people turned out in droves to buy
tickets, even though they were far more likely to die from falling out of bed than
to win even a portion of the lottery jackpot. The odds of winning the full amount
that year were less than 1 in 292 million, whereas lottery officials calculated that
the odds of being hit by an asteroid or comet were 1,000 times better.3!

People also greatly underestimate risks associated with the U.S. food
supply. The CDC reported in 2016 that about one in six Americans, or about
53 million people, get sick; about 128,000 are hospitalized; and about 3,000 die
each year in the United States from food poisoning.’? Yet except for the occa-
sional scare over peanut butter, chicken, ground beef, eggs, or various vegeta-
bles that could be contaminated, the American public does not seem to be overly
concerned about food safety. Nonetheless, in late 2010, Congress approved the
Food Safety Modernization Act to ensure that the U.S. food supply is safe. The
act was designed to shift the emphasis to prevention of contamination from
response to it. Among other provisions, the act requires the Food and Drug
Administration (FDA) to establish “science-based standards for the safe pro-
duction and harvesting of fruits and vegetables to minimize the risk of serious
illnesses or death.”3

If risk assessment is the use of different methods to identify risks and esti-
mate their probability and severity of harm, risk evaluation is a determina-
tion of the acceptability of the risks or a decision about what level of safety



is desired. Typically, higher levels of safety, or lower risk, cost more to achieve.
Risk management describes what governments or other organizations do to
deal with risks, such as adopting public policies to regulate them (Presidential/
Congressional Commission on Risk Assessment and Risk Management 1997).

Analysts use many different methods to conduct risk assessments, ranging
from estimating the likelihood of industrial accidents to calculating how much
radioactivity is likely to leak from a nuclear waste repository over thousands
of years. For some assessments, such as the risk of automobile accidents or the
likely injury to children from deployment of airbags during an accident, the task
is relatively easy because plenty of data exist on the actual experience of drivers,
vehicles, and airbag deployment. As a result, insurance companies can figure out
how much to charge for car insurance once they know the age of the driver, what
kind of car is in use, and where and how far it is driven each day. For other esti-
mates, the lack of experience means that analysts must depend on mathematical
modeling and computer projections, for example, to project the risk of climate
change and the consequences for society if average temperatures rise, rainfall
patterns shift, or severe storms occur more frequently.3

As with cost-benefit analysis, conservatives and business interests have long
favored the use of risk assessment methods for domestic policy conflicts. They
believe that many risks that government regulates are exaggerated and that fur-
ther study will show they are not worth the often considerable cost to society
(Huber 1999; Wildavsky 1988). It is equally likely, however, that risk assess-
ments will identify genuine and serious risks to public health and welfare that
merit public policy action.

The great loss of life and severe property damage inflicted by Hurricane
Katrina in New Orleans and other Gulf Coast areas in late August 2005; similar
damage from a severe tornado outbreak in the spring of 2011, which killed over
three hundred people in six states; and comparable storms in 2016 also illustrate
the policy challenges of risk assessment and risk management. How much more
should state and local governments do to try to anticipate the risks of natural haz-
ards such as hurricanes, tornadoes, earthquakes, and heavy rainstorms and the
floods they create? If emergency preparedness officials and others are able to fore-
cast such events, and thus provide some basis for judging the severity of possible
risks, what obligations do the various levels of government have to protect their
citizens? In retrospect, many state and local officials in the Gulf states in 2005,
and many in the federal government as well, either did not pay sufficient attention
to the risk of major hurricanes in the area or failed to implement adequate disas-
ter preparedness measures. Even when the levees in New Orleans collapsed after
Katrina struck the city, responsible officials in Louisiana and in Washington,
D.C., did not act quickly enough. Warnings about floodwaters entering the city
were misunderstood or ignored. The consequences in the case of Katrina and a
later storm, Rita, were tragic because most of the loss of life and damage could
have been prevented with better planning and a more timely response to the
flooding. That need still exists because climate change forecasts suggest that the
intensity of the 2005 hurricanes may be repeated in future years.

Economic Approaches
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The decision-making process.
During 2014, the failure of General
Motors (GM) to issue timely recalls
on cars with significant safety
issues was frequently in the news,
and also attracted much attention
on Capitol Hill. Senate Consumer
Protection Subcommittee Chair
Sen. Claire McCaskill, D-Mo.,

holds up a document as she
questions GM CEO Mary Barra

in Washington on April 2, 2014,
during a hearing on GM. McCaskill
said the new GM, which emerged
from bankruptcy in 2009, had
ample time to recall cars equipped
with a faulty ignition switch that
was linked to at least thirteen
deaths. GM began recalling the
cars only in February 2014, more
than a decade after it learned of
the ignition switch problem.

(AP Photo/Pablo Martinez
Monsivais)

Decision Making and Impacts

Throughout the text, we have emphasized the centrality of decision making in
the study of public policy. The methods discussed in this section focus on for-
mal ways to model the choices that policymakers face as well as techniques to
consider how information about possible future events can be brought into the
decision-making process. By introducing new perspectives and information in this
way, the hope is that policymakers and the public can better determine which
policy alternatives hold the most promise.

Forecasting

In chapter 5, we discussed the logic of forecasting in terms of understanding how
present problems, such as public demand for Social Security and Medicare ben-
efits, might change over time as the number of senior citizens increases. We also
referred to it just above in our discussion of the risk of hurricanes striking the
Gulf Coast states. Forecasting can be defined as “a procedure for producing fac-
tual information about future states of society on the basis of prior information
about policy problems.”3 That is, forecasting methods allow analysts to antici-
pate what the future is likely to hold based on their understanding of current con-
ditions and how they expect them to change over time. This information can be
exceptionally valuable because public problems are dynamic, not static. In other
words, when policymakers aim at public problems, they face a moving target.
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In the cases of Social Security and Medicare, each program produces annual
reports that include updated estimates of future demand for these services as
well as estimates of the economic gap between the cost of providing the ser-
vices and the expected revenues to cover those costs. Agency officials and other
experts say both programs face enormous shortfalls in the future. They also
argue that making long-term forecasts that look ahead seventy-five years, even
with some degree of uncertainty, is essential to provide critical information for
policymakers.%

For example, the population of the United States was about 325 million in
2016, but what will it be in twenty-five or fifty years? The U.S. Census Bureau
(www.census.gov) has a population clock that reports continuously on the
changing U.S. and global populations. It also offers several different projections
of the nation’s future population. All of these projections depend on a series
of assumptions about the average number of children each woman is likely to
have, the rate of immigration, and other factors. The bureau offers four dif-
ferent scenarios, with alternate assumptions. The medium projection is most
widely cited, and it indicates that the United States has been growing by about
0.7 percent a year. At that rate, the bureau has estimated a U.S. population of
about 360 million in 2030 and 396 million in 2050.” Cities and states that
are growing more rapidly—or more slowly—than the nation as a whole find
their specific forecasts helpful in determining how to cope with the anticipated
demand for public services.

Projections of what is usually called geometric or exponential growth, such
as population growth, are fairly easy once one knows the rate of growth. It is the
same equation used to determine compound interest: A = P(1 + )", where A is the
amount being projected, # is the number of years, P is the initial amount, and i is
the rate of growth. The formula is quite handy for determining how much a given
amount will grow in one, five, or ten years. A savings account deposit of $100 (P)
that grows at 3 percent a year will be worth $103 after one year, $116 at the end
of five years, and $134 after ten years. As this example illustrates, even a small
rate of annual increase can produce sizeable changes over time.

Most forecasting is more complex than the examples provided here, but the
principles are the same. Forecasting can include a variety of quantitative meth-
ods, such as econometric models for estimating future economic growth and job
creation. Qualitative, or intuitive, methods are also widely used. These include
brainstorming, the so-called Delphi method of asking experts to estimate future
conditions, scenario development, and even simple monitoring of trends that
looks for signs of change (Patton, Sawicki, and Clark 2016; Starling 1988).

As one might guess, whether quantitative or qualitative, forecasting methods
are necessarily limited by available data, the validity of the basic assumptions
made in projecting the future from present conditions, and how far out the pro-
jection goes. A look backward to earlier forecasts is sobering.> Quite often the
futurists have been dead wrong in their projections, sometimes spectacularly so.
For example, during the 1970s, electric power companies believed that energy
demand would grow indefinitely at 6 percent to 7 percent a year. They planned
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for and built power plants that turned out not to be needed, and in some cases
drove the power companies into bankruptcy.

Lest we think that forecasts about technological change are inevitably better
today, it is worth noting that even as late as 1990, few analysts anticipated the
explosive demand for home personal computers, not to mention the proliferation
of smartphones and inexpensive laptop and tablet computers that spread com-
puting and communication far from the office and home. Development of the
Internet throughout the 1990s was a major reason for that rapid growth, as were
falling computer prices and the development of easy-to-use web browsers. Even
in the business community, where the ability to make accurate forecasts is essen-
tial for a company’s success, hundreds of major firms and thousands of start-up
companies greatly overestimated the demand for Internet business services, and
many did not survive the dot-com implosion of the late 1990s. To compensate
for these kinds of egregious forecasting errors, most analysts recommend using
a number of forecasting methods, in the hope that a few of them will come up
with comparable findings and increase confidence in the results. Even with the
qualifications that should always accompany forecasting studies, being able to
anticipate societal changes and prepare for them is a far better strategy than being
surprised when problems develop.

Impact Assessment

During the highly contentious debate in 2002 over oil and gas drilling in the
Arctic National Wildlife Refuge (ANWR), proponents of drilling repeatedly cited
a 1990 economic study suggesting that opening the refuge for commercial oil
production would create some 735,000 jobs. Independent economists said that
number was suspect because the assumptions on which it was based were prob-
ably no longer valid. Indeed, a separate study prepared for the DOE in 1992
indicated that approximately 222,000 jobs would result, but only when ANWR
reached peak production; the jobs would be chiefly in construction and manufac-
turing. Environmentalists argued that the correct number was lower still, perhaps
50,000 jobs. The wide variation in estimates of job creation may seem to indicate
that analysts are unable to forecast economic impacts very well, but the real les-
son is probably that studies of this kind may be seriously flawed because of the
fanciful assumptions they make. Policy advocates often are more interested in
scoring political points in a highly contentious debate than in arriving at a sound
estimate of these jobs.

Given the concern in recent years over persistently high unemployment,
estimates of new job creation become even more central in policy debates.
Conservatives have criticized government regulations as “job killers” and
tout tax cuts and deregulation for their potential to create jobs. In 2011, for
example, many Republicans argued that Congress should not impose additional
taxes on “job creators”—that is, on wealthy individuals and corporations. Yet
citation of studies on how much impact regulations or taxes actually have on
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job creation was rare.®® This kind of job impact analysis should be relatively
straightforward for economists who work with models of the U.S. economy.
Such an analysis merely asks what difference a given action, such as cutting
specific regulations or reducing certain taxes, would have on the economy, and
job creation in particular.

Job impact studies like this are one kind of impact assessment. Others include
technology impact analysis, environmental impact analysis, and social impact
analysis. They are similar in that analysts share an interest in trying to project or
predict the consequences of adopting a policy proposal or taking some other form
of action. Robert Bartlett (1989, 1) describes the approach this way: “Impact
assessment constitutes a general strategy of policymaking and administration—a
strategy of influencing decisions and actions by a priori analysis of predictable
impacts. A simple, even simplistic, notion when stated briefly, making policy
through impact assessment is in fact an approach of great power, complexity,
and subtlety.”

Much like forecasting, the purpose of an impact assessment is to see if ana-
lysts can systematically examine the effects that may occur from taking a certain
action. That action may be introducing or expanding the use of new Internet tech-
nologies or deploying a national missile defense system. No matter the subject,
the analyst tries to identify possible impacts and the likelihood they will occur.

Impact assessments are not new. Federal law has required environmental
impact analyses since the National Environmental Policy Act (NEPA) was passed
in 1969. The logic was simple and powerful. Before governments undertake
major projects that are likely to have significant effects on the environment, poli-
cymakers ought to identify and measure those impacts, and they also ought to
consider alternatives that may avoid the undesirable effects. The law’s strength
is in its requirement that the impact assessments be made public, which creates
an opportunity for environmental groups and others to influence agency decision
making. The agency, in turn, is forced to deal with a concerned public and to
respond to the information produced by the impact assessment. The hope was
that the combination of information and political forces would “make bureaucra-
cies think” and dissuade them from making poor decisions that could harm the
environment. Evaluations of NEPA indicate that it has been quite successful on
the whole (Caldwell 1998).

Political and Institutional Approaches

At this point in the chapter, the reader may be wondering whether policy analy-
sis ever considers more than economic and technical estimates. The answer is
clearly yes. Political scientists in particular are likely to use political and institu-
tional approaches to understanding proposed policy alternatives and to evaluat-
ing existing programs. Such studies are often more qualitative than the methods
discussed so far, but they may also be just as rigorous and just as valuable for
understanding public policy.
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Political Feasibility Analysis

Political feasibility, a criterion for evaluating suggested policy changes, as discussed
earlier in the chapter, is the extent to which elected officials and other policy actors
support the change. No formula is available for estimating political feasibility.
Even experienced and thoughtful observers of politics acknowledge how difficult
it is to determine the level of support that might be forthcoming for a proposal in
local or state government, or at the national level. It may be easier to recognize the
actions that are unlikely to fly politically, particularly in a time of intense political
polarization in the nation that often makes it extremely difficult to build sup-
port for controversial actions (Mann and Ornstein 2012; Persily 2015; Thurber
and Yoshinaka 2015). Examples are plentiful. The Affordable Care Act passed
Congress with not a single Republican vote in favor, and a Republican House
voted over sixty times to repeal the act. Comprehensive immigration reform,
which the Senate managed to pass in 2013, was blocked by concerted Republican
opposition in the House. This kind of polarization and gridlock lies behind the
sharp rise in public frustration with government today, as noted earlier in the text.

Aside from partisan differences, interest group influence can make even
broadly supported public policy actions unlikely to be successful. Gun control
measures are a classic example of that pattern. The vast majority of Americans
and even members of the National Rifle Association (NRA) support many gun
control measures, such as enhanced background checks and barring people on
terrorist watch lists from purchasing guns. Yet proposals of this kind have failed
to gain traction because they are opposed by the NRA and elected officials fear
the group’s electoral wrath. This is why, despite many cases of mass shootings,
Congress has been unwilling to approve additional gun control measures, and
why it also has banned federal funding for research on gun violence.*

One of the most notable cases occurred after the shootings at Sandy Hook
Elementary School in Connecticut in late 2012. President Obama mounted a
campaign to improve gun safety laws, with emphasis on criminal background
checks for all gun sales, reinstatement of a ban on assault weapons, and limiting
ammunition magazines to ten rounds; however, he was unable to secure congres-
sional approval. Additional mass shootings since that time, such as the attack on
a nightclub in Orlando, Florida, in June 2016 that killed forty-nine people and
injured more than fifty others, have not altered the political calculation as the
NRA continues to maintain its opposition to these kinds of measures.

At the margins of policy debate, however, it may be possible to anticipate
how slight changes in proposed legislation or regulations, or an alteration in
the political or economic environment, can create a majority in favor of action.
Sometimes a shift on the part of a few legislators or a marginal change in poli-
cymaker perceptions of what the public will support make the difference in the
success or failure of a policy proposal.

Some simple determinations can provide a good idea of political feasibility.
Analysts could begin by identifying the policy actors who will likely play a
significant role in the decision. These actors may be members of a city council or
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a state legislature, or they may be members of Congress. To the formal policy-
makers, analysts would add other players, such as representatives of major inter-
est groups and administrative officials—for example, the mayor, the governor,
and top officials in a pertinent bureaucracy. For each of the major policy actors,
analysts could determine their positions on the issues, perhaps by investigating
their previous stances, such as the NRA’s opposition to gun control measures or
business groups’ reluctance to endorse action on climate change. Sometimes it is
possible to estimate their positions based on their party affiliation, general politi-
cal attitudes, and where they stand on comparable issues. Finally, an estimate can
be made of their level of interest in the particular decision (how salient it is to
them), and the intensity of their views or their motivation to get involved in the
decision. These factors are likely to be shaped by the level of interest and prefer-
ences of the constituencies they represent, which in turn are influenced by how
much the media cover the controversy and how the issues are presented. All of
this information can be pulled together to estimate political feasibility.

We need to bear in mind that not all policy actors are equal in influencing
feasibility. Relatively small groups with intensely held views on a subject are often
capable of defeating proposals that have the broad support of the U.S. public. As
noted, gun control is a policy area where this has long been the case, but there are
many other examples. For a great many public policy disputes, especially those
that do not rise to the highest levels of visibility, political feasibility is likely to
depend on the views of a small number of people and organizations.

Implementation Analysis and Program Evaluation

The discussion of implementation analysis and the related program evaluation
is relatively brief here because these methods are covered in the substantive pol-
icy chapters that follow. As is the case with assessment of political feasibility,
these methods draw far more from the disciplines of political science and public
administration than is true for most of the others reviewed here.

Policy implementation is one of the most important steps in the policy cycle,
and one that often gets insufficient attention by analysts and policymakers.
Enactment of any public policy is only one part of policymaking, as we discussed
in chapter 3. Policies must be put into action by administrative agencies, and this
involves judgment about what the policy calls for; adoption of pertinent rules,
regulations, and guidelines; and the use of resources (staff and money) to carry
out the critical components of the policy. Sometimes the process goes smoothly
and sometimes not, and thus policy success depends on how well implementation
goes (Patashnik 2008).

Consider the initial implementation of the Affordable Care Act (or Obamacare)
in late 2013, which did not go at all well. The federal government had rushed to
set up its webpage for enrollment in the program (www.healthcare.gov), relied too
much on outside consulting companies for its development, did not test the site
sufficiently before it went live, and failed to establish clear lines of oversight for
its operation. As a result, the site was technically flawed in many respects, and it
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proved to be unable to handle the large volume of applications. Implementation of
the act was further compromised when many states chose not to establish their own
insurance exchanges under the law, throwing many more people onto the problem-
atic federal exchange, and some states actively sought to undermine the act because
of political disagreement with it.*? After an urgent and massive effort by the Obama
White House and the Department of Health and Human Services to repair the
site, enrollment under the health care law went much more smoothly late in 2013
and early in 2014, and ultimately it did manage to meet the government’s initial
projections. Nonetheless, the law’s longtime critics were quick to remind voters of
these many failures, and they continued to call for the law’s repeal. Students of pub-
lic policy were handed a prime example of why implementation analysis is essential
for program success.

As this case illustrates, policies are almost never self-implementing, and many
circumstances can affect their success: the difficulty of the problem being addressed,
the soundness of the initial policy design, the suitability of the statute’s objectives
and legal mandates, and multiple political, economic, and institutional factors.
These include an agency’s resources and technical capabilities, the commitment and
skills of its leadership, the degree of public and political support, and influence from
affected constituencies (Goggin et al. 1990; Mazmanian and Sabatier 1983).

Implementation analysis is based on the assumption that it is possible to iden-
tify some of the likely challenges either in advance of a policy’s adoption or after
implementation begins. In the first case, the analysis can help in the design of the
policy to ensure that it can be implemented well. In the second, the analysis can
document how well implementation has gone and the aspects of the policy or the
parts of the implementing agency that are responsible for any success or failure.
Policies can then be modified as needed. Initial policy failures can be reversed if
policymakers understand the reasons and are prepared to take corrective action.
It is not unusual that major policies need to be evaluated over time, and this kind
of revision undertaken (Mazmanian and Sabatier 1983). The Affordable Care
Act may well be one example, as its initial years of implementation did not fully
yield the results hoped for, whether the problems were chiefly in the initial policy
design or in the extensive and often relentless criticism directed at the act, and
even efforts by opponents to block its success (see chapter 8).

Program evaluation focuses more on policy results or outcomes than on the
process of implementation, but as noted, the two go together. Evaluation of any
program may be an essential part of long-term implementation success, and there
are many different ways to evaluate a program.

Most evaluations rely on a diversity of methods to identify a program’s
goals and objectives, measure them, gather data on what the program is doing,
and reach some conclusions about the extent of its success (Rossi, Lipsey, and
Freeman 2004; C. Weiss 1997). For example, we can ask how well immigration
policies are doing in terms of limiting illegal immigration to the United States or
their success in providing for high-demand employment in technical areas where
the number of qualified U.S. citizens is insufficient. In both cases, we would gather
information on the outcomes we expect to see, such as reduced immigration rates, or



whether high-demand employees are indeed being recruited in sufficient numbers.
Or we can ask about the extent to which health care policies are working in terms
of meeting specific outcome measures such as the number of people previously
without health insurance who became covered, a key object of the Affordable
Care Act of 2010 (see chapter 8). For environmental and energy policies, we
would want to determine if they are meeting specific goals, such as improvement
in air quality or drinking water quality, or development of wind and solar power
or expansion of nuclear power (see chapter 11). For education policies, we would
seek data on educational outcomes to judge whether certain reforms, such as
creation of charter schools, make a difference (see chapter 10).

As with other policy analyses, the intention is to complete those tasks in
a systematic way that fosters confidence in the accuracy of the results (Rossi,
Lipsey, and Freeman 2004). Done well, the studies sometimes make a real differ-
ence. Despite the many criticisms of the Affordable Care Act, for example, it did
succeed in insuring many people who previously had no health care coverage, and
thus in improving their access to health care services. The Department of Health
and Human Services touted these kinds of achievements, as well as others, in its
reports on the act’s impacts.®® For other policies, evaluation studies sometimes
point to their ineffectiveness, suggesting that new approaches need to be tried, a
question that we emphasize throughout the rest of the text. For example, analysis
revealed that, after years of increased funding, the nation’s most popular program
to discourage drug use among schoolchildren was ineffective. As a result, the U.S.
Department of Education announced that its funds could no longer be used on
the Drug Abuse Resistance Education, or DARE, program, which had paid for
police officers to visit schools to convey antidrug messages.*

Ethical Analysis

As noted in this chapter, many policy analysts view ethical analysis, or the system-
atic examination of ethical or normative issues in public policy, as problematic.
Because they are not quite sure how to do it and sometimes fear that entering the
quagmire of ethics compromises the objectivity of their analysis, they often leave
ethical issues to the policy advocacy community. Ethical issues most definitely
are raised as part of policy debate, but they may not receive the kind of careful
analysis that we have come to expect for economic issues or even for political and
institutional issues (Tong 1986).

Two brief examples, however, illustrate the need for ethical analysis. The
first involves family planning programs. The George W. Bush administration,
much like other Republican administrations since the mid 1980s, was under pres-
sure from antiabortion groups to curtail U.S. contributions to the United Nations
Population Fund. The fund supports family planning programs around the world,
but some people accuse it of condoning abortions. It has repeatedly denied those
charges and has assured the U.S. government that none of the nation’s funds will
be used in support of abortion, which U.S. law forbids. Responding to political
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pressure from the antiabortion lobby, in 2002 Bush withheld $34 million from
the UN program, which amounted to 13 percent of the agency’s total budget.
According to an agency spokesperson, the effect of a $34 million cut “could mean
2 million unwanted pregnancies, 800,000 induced abortions, 4,700 maternal
deaths, and 77,000 infant and child deaths.”* Note the qualification of “could
mean” in this statement. It is difficult to project the consequences of the budget
cut because other groups might make up some of the difference of the funds with-
held. For example, the Population Fund and other organizations concerned about
family planning services could ask their members fOr increased donations for this
purpose. Even so, one could ask how likely the Bush administration’s action was
to achieve its goal of reducing abortions. If the consequences were even close to
what the UN official indicated, was the administration’s action largely symbolic
and political, but one with detrimental consequences for public health? Can the
decision be justified in terms of moral or ethical criteria?

The second example concerns the dramatically altered circumstances of air-
line travel in the aftermath of the September 11, 2001, terrorist attacks. Federal
law required random searches of individuals and carry-on luggage at the initial
security checkpoint. Federal officials were concerned that if they adopted a sys-
tem of passenger profiling based on demographic characteristics—that is, groups
of people who might require special screening, such as young Arab men—they
would violate principles of civil liberties. Civil libertarians argued that racial or
ethnic profiling should be unacceptable in a free society that values diversity, and
many found that view persuasive.

The federal government opted fOr a system of random checks without profiling,
but many experts said that while such a system has little chance of preventing
hijacking, it imposes high costs and inconvenience on travelers. What is the most
acceptable way to promote airline security? Does profiling travelers violate their
civil liberties? Even if it did, is this practice a justifiable use of government author-
ity to protect the country? In 2014, the Obama administration announced new
restrictions on racial profiling by federal officials, but also said that some officers
and Department of Homeland Security agents would be allowed to continue to use
some forms of profiling, particularly when screening airline passengers and guard-
ing the southwestern border.* Was this the decision justifiable on ethical grounds?

Other contemporary policy issues, from human cloning and embryonic stem-
cell research to how to deal with illegal immigration, raise comparable ethical and
value concerns. By 2016, many states had adopted laws to govern research on
embryos and fetuses, and some of them chose to ban any experiments involving
human embryos.*” Was this position reasonable? Opponents of these laws argued
that they could seriously impede important medical research.* Indeed, in 2002,
California enacted legislation to explicitly allow research on stem cells that are
obtained from fetal and embryonic tissue, a direct repudiation of federal limits
on such research imposed by the Bush administration in 2001 (though lifted by
President Obama in early 2009). Antiabortion groups and the Roman Catholic
Church opposed California’s action.*
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Ethical Analysis: The
Case of Organ Donation

A recent assessment of human organ donation to save
lives contained some striking data and offered a cre-
ative solution, but one with ethical implications. Every
day in the United States, more than seventy-nine peo-
ple receive an organ transplant, but about eighteen
die because there are not enough donor organs to
meet the demand. In 2016, more than 119,000 people
in the United States were waiting for an organ trans-
plant, and one more is added every ten minutes.
People’s dire medical conditions do not allow them to
wait indefinitely. Indeed, since 1995, more than forty-
five thousand Americans have died while waiting for a
suitable donor organ to become available; currently
about twenty-two people in this situation die each day.

The shortage is not because people are opposed
to organ donation in principle. In fact, the over-
whelming majority of Americans (about 95 percent
of adults) approve of organ donation. But only about
45percentsignuptodonate theirorgans(such ashearts,
kidneys, lungs, and livers) upon death, a number that
varies widely by state; only about 13 percent of New
York State residents have signed up as donors whereas
80 percent of Alaskans have. Unfortunately, the num-
ber of transplant operations has remained flat for
years while the number of people needing organ
transplants has risen significantly.?

So how might the number of available organs
be increased? Current U.S. policy requires an affirma-
tive step of signing an organ donation card or reg-
istering online for donation (and generally notifying
family members of one’s intention). But what if the
policy were flipped so that the default position is that
organs are suitable for donation unless an individual
opted out by indicating that he or she did not want
to be an organ donor, for example, because of strong
religious beliefs? What difference would that make?

Experience in Europe provides some answers. Two
quite different approaches are used for what could be
termed a “no-action default” policy, where an individ-
ual’s failure to make a decision results in a given condi-
tion. In one recent assessment, twenty-four European
countries (including Austria, Belgium, France, Spain, and

Sweden) were found to rely on “presumed consent,”
where people are deemed organ donors unless they have
registered not to be. Others follow the U.S. approach,
where “explicit consent” is required; that is, no one is
assumed to be an organ donor unless he or she has reg-
istered to be one. In Europe, the effective percentage
of organ donors in the first case is between 86 and 100
percent, but in the second case it ranges from 4 to 27 per-
cent. The implication is that a change in approach within
the United States could result in thousands of additional
organ donations a year, and thus in thousands of lives
that would be saved, although there is much debate
about all of the consequences of such a change.

Should the United States change its policy to one
of presumed consent? Issues of individual freedom and
social equity or justice are central to how one answers
that question. What arguments, particularly those
grounded in ethical concerns, would you make in sup-
port of that change? Should the United States continue
to rely on the explicitconsent model? What arguments
would you make in support of this position?

e What does this exercise tell you about the pos-
sibility or desirability of analyzing ethical issues
in public policy?

o Should analysts try to address ethical issues like this?

e Can that be done as professionally as conduct-
ing cost-benefit analysis or assessing political
feasibility?

Sources:Eric J. Johnson and Daniel Goldstein, “Do Defaults Save
Lives?” Science 302 (November 21, 2003): 1338-1339; Tiffanie
Wen, “Why Don’t More People Want to Donate Their Organs?”
The Atlantic, November 10, 2014; www.organdonor.gov (offi-
cial U.S. government website for organ and tissue donation
and transplantation); and www.unos.org (United Network for
Organ Sharing). For a broader discussion of organ transplan-
tation in the United States in relation to the broader concern
over health care services, see David L. Weimer, Medical Gover-
nance: Values, Expertise, and Interests in Organ Transplantation
(Washington, D.C.: Georgetown University Press, 2010).

a. See the U.S. government’s website on organ donation: www
.organdonor.gov. One reason for the low number of transplant
operations despite the need is that only about three in one
thousand people die in a way that permits organ transplants.
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The “Steps to Analysis” box “Ethical Analysis: The Case of Organ
Donation” offers an intriguing policy question for which ethical analysis would
be appropriate.

Conclusions

This chapter describes the leading evaluative criteria in the study of public policy,
with special emphasis on effectiveness, efficiency, political feasibility, and equity
concerns. All policy analysis relies on such evaluative criteria to judge policy
proposals, even if they are not always made explicit, and these are among the
most important of the criteria commonly used. The chapter also briefly reviews
the major kinds of policy analysis and their strengths, weaknesses, and poten-
tial contributions to the policymaking process. Students of public policy should
understand that analysts select from these criteria and methods, with significant
implications for the breadth and utility of their findings. They should also be alert
to the assumptions and choices made in such studies and ask how they affect the
validity of the conclusions reached.

The chapter emphasizes that policy analysis is both a craft and an art. The
craft comes in knowing the methods of policy analysis and how to apply them
in specific situations. For example, when would you use one of the economic
approaches, such as cost-benefit analysis or risk analysis? When would you
use analysis dealing with decision making or the impacts of policy, such as
forecasting? When instead would you rely on political feasibility analysis or
ethical analysis?

The art of policy analysis lies in selecting suitable criteria for policy assess-
ments, in recognizing the limitations of the available methods, and in drawing
and reporting on appropriate conclusions. An artful policy analyst recognizes and
is sensitive to the public mood and the political and institutional context in which
the analysis is conducted and reported. He or she may also find ways to use policy
analysis to empower citizens and motivate them to participate in the democratic
process (deLeon 1997; Ingram and Smith 1993).

Some critics of policy analysis complain that analysts tend to view
politics—that is, public opinion, interest group activity, and the actions of
policymakers—as an obstacle to adopting the fruits of their labors, which they
believe represent a rational, and therefore superior, assessment of the situation
(Stone 2012). It is possible, however, to view the relationship of policy analysis
and politics in a different light. Analysis and politics are not incompatible as
long as it is understood that analysis by itself does not and should not determine
public policy. Rather, its purpose is to inform the public and policymakers so
that they can make better decisions. A democratic political process offers the
best way to ensure that policy decisions further the public interest (Lindblom
and Woodhouse 1993).
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