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Introd ﬁclion

This paper is goneerned sith the influence of ideas on polisy making in government pringipally:
but the approach has wider applications in-any erpanisation where decision making is hicrarchical
aud reliant on alternative adviee and support. Waich ts which will be clear as the paper proceeds,
The public choice paradigm is uselul beeavse it Focuses oir the various actors in the policy forming
process and explains why some actions are taken and others are not. Ageney theory is useful
because it explains how hierarchical orgamsations get the results they want. The upper echelons of
decision making ean be also fikened to the market process, where there is competition between
different suppliers of information, information gathering has a cost, and informaton, once
cullected, lias public good attributes that make it difficult to privatize.

It is useful to statt from a diseussion of econonties 4s o science: why is economics important to the
policy pracess and is economic advice absolute or subject to fashions? Here the writings of Popper
and Kuhn give some clues as to the nature of cconomic avalysis and resulting advice and it
aceeptability. Second we explore the economie properties of ideas and informatio: to ascertain
whether market principles can be applied. Next. we look at public choice questions such as policy
(provider) capture, political preferences (rentseeking), *Yes Minister' attitudes (obeisance), and
struetural questions such as the flexibility of constitutions. We sonclude with some observations on
- agricultural economies policy making in the framework set out,

Econgmics as a Policy Tool

- The philosopher Thomas Kuhn stresses tie power of ideas in his diseussion of science paradigms
(Kuhn 1970), The science paradigm is the common set of working rules that members of a

setentific community share. These working rules are learnt in student days; they form the basis of

examples which are set out in textbooks and they form a body of tacit knowledge, It as a

consequence of the sharing of a paradigm that members of'a seience contmunity Ieam {0 see things :

in the saime wuy (Stent 1976, p.3,

- The practitioners within the pm‘adagm are what Kuhn calls normal scientists. They seek 1o solve

puzzles which the paradigm has set. These puzzles, like jipsaws and crosswords are believed to
have answers and the paradigi provides the promise of solving them. Normal science is about -
mopping up the puzzles within the pacadigm and not challenging the paradigm itself,

Kuhn then introduees the idea of 4 crisis. This is « period when there is u debate over the nature of
the paradigm, As »ornul seience proceeds, either a discovery ocours or a puzzle is found to be not
practicable and &5 a result the prolession becomes aware that nature has somehow violated the
paradignr. The chsis may have dramatic effects on those who share the paradigni for they have
been taught that the puzzle can be solved, but try as they might, they canniot solve jt. In turn, the
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crisis leads to professional insecurity: despite theie nnease, the selentists remain dogged for to
reject the paradigm is o conse 1o be a scientist. * :

Fhe scientists do not see these counter instances as falsifications of their theories: they pay more
and more attention to then, possibly offering, halt-heartedly, alternative solutions to them,
Fyentally, however, o new paradign emerpes. 1tmay have been in existence before the eigls, or
il subsequent to g discovery, developed after the erisis. In either ease, it is the erisis which
‘simultaneously loosens the steveotypes, and provides the incremental data tecessary for a
fundamental paradigm shift' tibid, p.89)quoted by Stent 1976). 1tis typieal that the new paradigm
is provided by ougsiders or young men. For old seientists it is a matter of conversion. For them,
after accepting the new paradigm, the world has become different?. Young seientists choose on the
basts of nersuasion. For them there is no obvious diftieulty, and ne conversion (Stent 1976, p.5).

Now Stent's contributions to this analysis e in the application of Kuhin's ideas on the philosophy of
science to economics and agricultural econanics in particular (Steat 1976, 1995). "...the dominant
paradigm {in Anstealian agricoitural eeonomice! bos begn that form of microceonomics best
described as positive and emanating from the Chicapo school........ much emphasis is placed on the
deductive tools of mathenwtical analysis......prices have become central o economic analysis......
54 articles in AJAL accept entively uneritically the assumptions of neoclassical economies that
producers are profit maximisers and that provided the efficiency criteria of welfare economics are
achieved, social welthre will be maximised' (1976, pp.6-1 1).Thus agricultural economists are very
like normal seientists in the Kuhnian sense and are confortable in the neo-classical paradigm, They
are constantly trying to solve puzzles in agriculture [hy regression analysis, LI and duality theory]
that are cireumseribed by the dominant parpdipm**

More recently, Stent quotes the resuits of a Canadian survey which found that, of 70 articles on
produetion economies pubtiqhed in the main spricoltural economices journals (ineluding our two),
very few que‘;tmmd the prewises of the standard nea-classical theory of production. * They show a
distinet lack of seriousness among apriculiural ecotiomists in (‘ollawm& the falsification doctrine!

. The researcliers never inicnd:.d to test the theory, but merely use it for some less ambitious
purpose' (1995, pp..ﬁm Sinee most of us have observed this characteristic of the profession I will
move o1 10 nIore Serious niatters, :

Fox and Kivanda (the Canadian authors) asserted that agriculturai economists want to be
falsificationists but do not practise what they preach, *If we aceept a Popperian view of
methodology. then we must be more eireumspeet in our role as advisors and explainers' (ibid, p.9).

* Katouzian (1980, p.118) eites the ease where the [prontinent] authorship of a paper with unusual
ideas was omitted on submission to a journal and the paper was rejected, On the mistake being
rectified, the paper was accepted with profound apolm,ks. Aniother ease is where an established
author propuses an idea which threatens the existing paradigm, it muy be published and even
countered by rational arguments put forward by the "invisible college', Even when the invisible
college loses the ease, "the seientific community' continues to stick to the ruling paradigm as i
nothing had happened.

**Pasour (1993h, p.64) says that ageiculiural economics historically has been characterised by
three elements -« the set of interrelated problenis analysed, the reliance on economie theory in the
analysis of these problems, and & heavy empirical emphasis, He pleads for 2 more institutionalist
approach and less attention to the "line fence' or farny management approach [where the discipline
shi-uld be restricted to those things that could be aeted upon by the ind; \ridual farmer within his
own fue finel], ‘
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Popper believed that true seience can only be achieved by eliminating false theories by rejecting
them when they are shown, by empirical testing, to be false (the demarcution principie), This is
done by constantly maintaining a critical approach to all (scientific) theory. Popper wrole
"Conserons of our fallibility we are only interested in eriticising {theories] and testing them, hoping
to find out where we are mistaken, of learning from our mistakes, and, if‘ We are lucky, of
proceeding fo better ﬂlwruzs (auoted by Stent 1995),

Stent commuents that it may be that, in rigorous Popperian terms, agricultaral economics [and
economies in geperaf] ennnot be fermed seientifie. He says that Kuhn's coneept of normal seiciee
might be more approprate for the profession. Apricultural economists would then not need to
question the bounds of the paradigm within which they operate, The professional task would
simply be to fill in the missing pieces of the Jigsaw (ibid p.6). But the reviewer of Stent's article
(P-Munz) tnkes a sterner line *..given a vertain paradigm, both economics and psychology can be
pursued as norinal seience. The question i« whether any economic or psychological paradigm can
be called seientifie? Probably uor by Popperian standards. 1 not, where does this Jeave normal
cconomie seience? 17 the paradigm is dicey, the normal seience pursued under it is also dicey.'
After this blast, Stent obseryes that it the profession were to adopt it, it would led to a fw humbler
and more tentative approach to poliey matters than is currently the case (i, p.6).

Further diseussion of these matters can be Tound in a recent article by John Mullen (Mullen 1996).
Mullen is concerned with why different disciplines come up with different answers to policy
questions, Agricaltural seience is an area where logical positivism still has strong appeal (ibid,
p.220-221). Positivism wag developed in the hiofogical and physical sciences from a viewpoint that
value free knowledge ean only be abtained from observation or experience, Logical positivism uses
logic to develop theory from past observation. Following Popper, agricultural science is thus
characterised hy the formulation of testable hypotheses from existing theory and the use of
controlled experimentation (o test for falsification®. 15 the hypotheses are falsified then theory
should be adjusted i a logical manner to aecount for this knowledge and new wsmblc hypmlwscs
should be formulated and fested (ibid, p218)

Mullen concludes that agriculiural seientists have been mueh less introspective about methodology
than economists. This might explain why scientists question the rigour of the eelectic approaches
of economists and more fundamentally, the value judgements embodied in the assumptions behind
cconomic models. This perception of lack of rigour is exacerbated when economists make
inappropriate assumptions about biological systems! Second, a reliance on positivist approaches is
iikely to be inadequate when dealing with policy issues or research evaluation issues where trade-
offs are required between multiple objectives. As rioted by Randall (1993, p.48), agricultural
cconomisis are disturbed by the ineonsistencies between the oithodox methodology of economics
that enshirined scientific objectivity and the pesgmatic ideology of the Jand grant eollege that
emphasised sciertce in " the service of human-kind' (ibid p.221).**

*Strietly speaking, cconomic deduction regards hypotheses as conjectures, gussses or hunclies,
whereas the lopical positivist believes that they arise directly from sense-experience; liypotlieses
should ba subjected to tests aimed at their refination, whereas the logical positivist would aim at
verification (Katouzian 1974, p. 281).

** Beside Randall (1993). Just and Ravsser (1993) provide a very interesting mmlysss of the rise
and fall of the land grant system in the US, As | understand their argument, the sysiem was very
{contd]



4

Mullen remarks o the closer serutiny that public science in countries fike America, New Zealand
and the UK now receives (ibid, p.222Y, However, in Australia this reassessmeit by ¢oonomists of
the role of public institutions in rural research has in general not been accepted by agricultural
screntists and producer organisations as evidenced by submissions to the industry Commission,
Nor has it had mueh impact on seience policy although there is some evidence that this narrower
view of the role of the publie seetormay - become influential in wdim, how publie institutions
respond to reduced pubhu funding.

The eeonomie approach Lo public services is shaped by views of market failure and provider
capture. This has now been aceepted as one of the new paradigms of economie thinking, Mullen
observes that the role of government in the cconomy as a whole has been completely reviewed,
Believers in the paradigm have responded to external influences such as community desires for
lower taxation driven by perceptions of government failure. In areas such as banking,
telecommunications and transport, the paradigm has been aceeptable widely enough to large
sections of the community that governments have withdrawn from these arcas in favour of the
private sector.

However, in Australia, there has been less suceess m persuading the seicnee community that
government should change the nature of its myvolvement in providing research services particularly
to the agricultural seetor (ibid, p 221

n this reconstruetion, T am puating the cmphases on the vole and aeceprance of deas among
professtonals whose job is giving polrey wdvice. Tam nsing the economics diseipline as a kind of
surrogate for the greater bundle of ideas which necessarily enter the policy decision making
process. It is probably advisable o dwell on the part with which one is fanilior. 1 want to establish
that econamics is not o pure scietee in the Popperian sense, but that it does more veadily conform
with Kuhn's nornwal science: The employment of paradigms in economic thinking is probably
commoner than generally thought and accepted. That is, ideas in economics can he fa.shm}mbfe or
unfashionahle weithin the profession®. They ave subject 1o quite rigorous lesting in practice and we
modify our theories amed nodels aceordinglv. It ean be vhserved that same economic paradigms
(say on the appropriaite role of governmenty become more widely accepted in the decision-making
commnity as well; that is, ideas embraced hy sucl leaders as Thatcher become very influential
indeed We can also-observe a lag in the process of ueceptance. Decision makers (in government
and the private sector) are often influenced by their oyen experience and edueation. They tend to
run with a relatively simple proposition that commands the majority they need for continuance, As
Keynes observed “practical men , who believe themselves to he quite exempt from economic
mfluences. are uswally slaves of some defunct economic seribbler,

The information mgrket
I am confining the discussion to the use of ideas and information in decision making, We are

**[contdJsuccessful in initially meeting the needs of farmers, but 2s the farm sector has decieased
in economic importance and agricultural economists have become more sophisticated
(mathematical?), the initial synergy has been lost: a5 a result fioiding the Jand grant universities has
declined seriously, As Pasour (1993b, p.66) points out, the high level of funding created a
dependence on the land grant system for professional agricultural economists; which in turn, may
have ruztractcd their freedom c,mfmquiry 1o purstie | better] social science;

* How else does one explain the rise of mwnmxmntahbm‘? Even the AARES has clmngcd its
name!
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concentrating on the assembly of poliey advice to decision makers and how economics plays a part
in the progess. We wint to disenss whether this process has particular economic attributes that aids
our understanding of the process. It might be seful to see ideas ag serendipitons (an unexpected
discovery) and inlormation as faet gathering and processing. In common they will both be part of a
report writing and:or verbal provess of persuasion o get things changed.

In different cireomstances information might be a public or a private good. Withput some control
over the supply, information is nonerival in consumption (conswmption by one does not reduce
warlabufity foothers), and it 1s public for all to use (free riders cannot be exeluded). These
properties could typically lead o nndeemyestment in mformation gathering if the benefits cannot
be fully cuptured. Private infornsation is common enouglin the form of trade information, patented
nformation, and commereial and government confidential information collected. We would expect
a closer mateh beoveen gosiy and benetits of gathering such information.

In agriculture, research and extension are about different forms of information. Both have public
good charaeteristies and the provision of hoth is dominated by public fundmg. In the case of

general veseareh, o large proportion of national income (tynically 1-2% of GDP) is devoled to
exploring the houndaries of knowledee and its application (o mankind. In the ¢ase of agricultural
research, the level of public Tunding is agher than For nea-agricultural research. ixtension is the
transmission of information toward the particular eno of improving agricultural productivity-it used
to be largely public funded bat is much reduced in recent years.*

The price of mformmtion is refated to the cost of abtaimng it and te control over its disposition,
All information gathering has aeost and these who purchase it wonld be expected to pay what it
cust 1o gather. Gatherimg milormation peeds to be seen as an investiment and makers of such
investment will have regard to the payoffs that ean b achieved by gathering it.** Butif control
cannot be exerfed over its sale, then the typical paitern of under-investment oceurs, Hence there
are a lot of devices in society Tor profecting the supply of information to prevent public
consumption and preserve it as a privite good. feeoukd be said there is a degree of monopolistic
control over information where conditivns permit and the property rights ean be protected, In this
case monopolistic pricing would apply. Discovery of information might be a quite expensive
proces:

The ultimate investiment in information is investistent in human capital. Here the individual elearly

* Just and Rausser (1993, p.70) call the Jand grant-university system [in the US] one of the most
successful innovations in the history of education. The system has supplied products wiih public
good characteristies (new crap virfeties, improved breeding stoek, improved management
practices) which have been easily reproducible aid have not lent themselves to private market
development and appropriation. Only parts of the suceessful US system were copied Into Australia
and New Zealand but the pressure for change [and the challenge to the public good drgument] is
the same for well-known reasons (Muum 1996).

**Rosenberg (1993, p.23) illustrates the process very well: the individual who first acquires it and
makes use of if to [inancinl advantage, may then sell the information, but without thereby losing the
use of it. The buyer may in wn sell the information, and sell it to many others at a far lower unit
price or even tofal revenuie the than it cost the original discoverer to acquire it or the first purchaser
to do so. But if the best market price is less than the cost of production, cwryone vi!! wait aroun
hoping to purchase new information inste: \d of scckmg il ,‘ »
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mvests w g goad which ean be transtormed into fotire income. Such education was thought to be n
public good 1 former times but fiseal sustenty as suecesstully but partially privatised the funding
of this kind ol investinent a recent vears

In any commereial exchange myoly ing iformation, optimality assumes that the parties have equal
aceess t the information to make informed agreements. 1 there is asymmetry iy the supply then
the optimuny is not acliieved 1 the transaction costs of reaching toward equality are nnequal the.
same applies. The prneiple applies to ageney reltonships i.e. as between a principal and an agent
(an actor and s agent) Adverse selection deseribes the ease where the principal does not have
sufficient information about an agent befory agreement 1s reached. Moral hazard is the gnse where
the agent's beliay iour afier agreement cannot he monitored or antieipated. Apency theory is more
pervasie than sometmes thought as Jensen and Meckling (1976 point out, ‘
The problem of wducing an agent to belase as 1 he Jor she] were masimising the principal's
welfare is quite peneral. 1t exists mallorgamsation and m all cooperative efforts-at every
les el of management m firms., i universities, mnwiual companies, ig cooperalives, in
governmental onthorines and bureaus, and in relationships normally classified as agency
relationships sueh as are conumen in the performing arts and the market for real estate.

These principles apply i e politieal markets as well as will be diseussed finther below.

! have framed iy discission soas o sty frev of the public chawe implications of informeation
markets aned investment 1 have coneentrated o mjorniation «s a public and private good and how
supply affects the natiwe of econine exchange Transaetion costs arise i monitoring agents and
seckmg information: Diffevences m imfornation supply anedor gecess favour those with the greatest
access aned lead (o sub-optimal solutions. Public good properties of information lead 1o under
provision, The case for government interyention Jolloses (s reasoning:

Informarion s used here in a general senve o meant any pieee of kneneledge that is worth
collecting, researching or investing in. Ideas are a morve elusive concept thar involve serendipity
and svstems of thinking and mspivation. Persuasion and presentation are necessary to lvansforp
goad ideas into useful information. Understanding the backgrownd and history-of evenis are nseful.
But wncerstanding whe =ome systems of thought Jor pavadigms] eve more important than others or
are move dominant the.: others is a little wnderstood phenomenon. Normal seignee deseribes the
hehaviowr of people wha believe in a particulor poradigm ond crises help explain why aceepted
paradigms sometimes change: bl shat explains the movement to devegulation smd sithdrawal of
qovernment from economic exehange? Apparently, some ideas have their imie and others do nor.
Sarisfuctory answers o these questions ieed o e songht.

Public Chnjee

In this section | want (o talk about the nse of ideas and information in policy making in
government. In 1his role, information has power iniplications as well as transaction cost and
asymmietry problems. Again 1 nse economics as the main source of ideas about advisors in
government though the principles probably apply to other disciplines, ‘

Peditical markers: Public choice has focussed attention on the relative power of different groups in
resching decisions. Groups are assumied o be motivated by self-interest - that is, politicians in
relation (o getting re-eleeted, hureaucrats in relation to siyvival and selfeprotection, and pressure
groups in rent-secking, Using the tools of economics, the weeting place where these influences are
resolved ean be called o political markes (Johnson 1 13 1961, p.11) The political market canbe
seen 46 the eollectivee expression of individual and group preferencés through an aggregate decision
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making process, the government polity. Votes determine the provision and allocation of Fesources
through the politieal provess. The political market is where policies sre sorted out. Potentially it
imvolves all the groups in society and the eulleetive decisions that we ultimately reached reflect the
respeetive posver bases of the participants. : : ,

11 economists can detine the conditions to he metin order to have mn efficient private markct it
follows that they should be able to define an efficient political markes. If the respective groups
reprosented in the political market can vegotiate and then sgree on g preferred position or policy
then it is considered that they will have used feast-cost ways ol reaching that decision and eacht
group would have given away the least it coukd afford The groups wotld need equal necess to

information. Therefore in the sense that no one conld be made better off the decision is {he most
efficient one that conld be reached

The consequences of this supposition are that there is po point in legislitors and analysts positing
public interest policies, as the private inferest process s actually more efficient in reaching the
agreed goals. There would be little o nu scope for economie reform, or for publie policy research,
1 this outeonte {Pasour 19934, 1 there is no superior asailable alierative Lo a current government
programme, how can publie policy be improved? Prmponents of this view argue that ceonomists
have little role in sugpesting improved methods in the public seetor and shauld devote their
energies to the positive analysis of the Jaws of operation of the policy process (Quiggin 1987,
Martin 1980,

Fiis view of tlie political process inyolves the assumption that the various decision makers higve
equal aceess (o all the necessary informiation to make in formed agreeiments. It also implieitly has
the assumption that a exchange of information takes place and there is capacity 1o analyse
information i an unbinssed way (R Jerferss purs contl. As Stgler (F982) put it iF we look at any
important ecanomic policy of the state, we shall find that it takes aesnunt of whatever established
knowdedge ceonomists possess” 1 Ten Tollows that 11 cconomists views were available when the
decision was taken and the private imterest view prevailed, then poliey econommists have made liitle
contribution to public pofies. except making the necessary information available!

A magor eriticism of this approach is that it assumes extraordinary knowledge and foresight on the
part of the varions groups involved (Pasour 1993, p J0). He believes that imperfections are part of
the political process as in private markets and that rent-seeking and government failure are more
tvpical. Another view is that political processes, such as simple majority voiing, are not all that
efficient in agpregating preferences across individuals, and that the effects on soeial welfare of
sume kinds of assistance are sa comples that the economic loases pererated by such policies wold
searcely be oplimum in any sense (Martin 1984, p 3).

Policy capture: In the Westninster system, public policy ndvice is offered to decision makers but
does not diclate the decision. Of course many decisions cannot be rationalised in the light of the
information offered on its i, Public poliey adviee is an information collecting, information
exchange and analysis role which happens 1o be dominated by economists. Final decision making
is withiveld frony them but those with gontrol of the information function and the advisory functions
are bound Lo have 1 major say in Teaming policy, given the defail that is ultimately required in
preparation. ~ ‘ ‘ e '

My conclusion is that the holders of mformation have « very powerfil role in the ;lzmli}mial; process.
Information can he withheld, falsified, presented in a eertabn light and so ow. 1t is balanced, of
conrse, by alternative sowrces of information available, ind not o little prejudice and pres

conceptions (as Keynes pointed out). Private groups in the politfeal process also are very good In



withholdmg mjormation aid manipalating it 1o meet their objeetives. Marketing boards are no
above thes kel of hehaviour. Skees (1994, p.46) suggests the shortsterm foeus of policy making in
the US teads to the use of naive eriteria or use of subsidised information supplied by rent-seckers.
This mcreases the pawer of thase with the most to gain from individual policy dmr isivns and who
are pesttronvd fo focus aitention on selveted ity of mformation.

dgency theary: The eelationsiup between advisors and Ministers 15 Uhiminated by the ppeney
theories referred to enrhier 18 Ministers nre principals and the advisors are agents, the advisory
process 1y likely to be charneterised by some confliet of opinion and possible swaywardness U not
actual shirking) on the part of advisors. The public and many Mitsters have a very thwarted view
of the activities of senine burepuerats taided by TV programmes). The management of such o
principalagent relationship is complicated by incomplete information, asymneirical information,
and considerahle nncertainty . apgents have aeeess to information that prineipals do not (and vice
versa) and have an incentive to exploit this situation to their advantage: the behuviour of agents is
often difticull for principals o observes and there are frequently uncertainties surrounding the way
an agent's actions are translated into the onteomes sought by the principnl (Boston ¢f wl 1996,

p 19y Resolution of these problems has been addressed through better speeified contracts between
the pringipal and agent though it seems (e me that the asymmetry prohlem cantiot be reselved in
this way alone. The relative amount of e Mimisters have to devote to a topic compared with

of ficials is so different that the imbalanee cannot be reversed (Lowt 1972). Officials have to pres
digest 1ssues and serve ap a set of alternatives that can be dealt with quickly and which conform to
the pre<conceptions of the decision makers. [ tend to see it as a permanent featore of the political
process that can only be attenuated by rales of good eonduct and clear demarcation between the
roles of each party.

Posttres v aurmatree coonontics - More seeapulous attention to the hidden assumptions of
economicy has led 1o the rise of positive economics (Blayg 1992, p.129). Positive ecohomies js
about what is. the analysis of fagts, the cheedie s Troim the basie premises. Normative econonics
is about what ought, vitlues shared, alternative course aof action. Atteation to the role of positive
economies in pulicy making reduces the economist to o lechnoeratic role. Bloug describes the
separation’divoree of normative and positive geonomics as a clarifying amd therapeutic
methodological vonventon due to the influence of Lionel Robbins and one that economists might
use as an ideal to aim at rather than o deseription of what aetually takes place,*

The economist a8 tevimocrat The mmsiws view of cconomists ns advisors is that they have a role
m analysing the rlternatives that face decision makm but that they sheuld not finp-se their owi
values on them. The case iy usually made it terms of the distinction between ends and means,
between instruments and objeetives as in the Robbins definition of economics as the science that
studies the allocation of scarce means among given but competing ends (ibid, p.128). Governments
should define their objective function in terms of multiple ends or goals of cconomie activity, and.
economists should delineate the *possibility funetion', and the costs and benefits of alternative
allocations of searce meansfresources. I the means-ends distinetion is ri idly maintained,
economic advice 1o governments can be value free - L. the economist is n technoeratic policy
advisor,

* Katouzinn (1980, p.143) puts a rather different point of view. Explicitly d;ssamptive statements
may he value xmpugun:cd even though they are objectively correet. Explicitly normative
statements need fiof necessarily make moral judgements whether or not they are acreptable. In the
preparation of poliey advice, there is ample scope for selentific analysis and pnlir:y preser mthms
can be ag positive und varlue free as the prae tictioncr en take them,
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There are problems with this approach, according to Blaug (ibid, p.129). The notion is that the
economist displays the menu of alterpative possibilities, and then the decision maker chooses from
that meni in the Tight of his preference Tunetion. But ceonomic advice is lypically sought, not just
to ehicidate the possibility funetion., but also the preference function. The decision maker seeks
advice on both ends and means. Blaug nshs how is the ceonomist supposed 1o discover the decision
maker's preference funetion from mnoig the objectives without imposing his own?

Ashing a politician will produce a blank stare!! Politicians are commitied to maximising electoral
support which is best secured by blurring nhjectives not by revealing them. Nor ean the economist
deduce the politician's preference funetion by studying his past behaviour; he may be inconsistent
between one decision and another; he may have altered his preference funetion oter time as 4 result
of learning-by-doing: besides, cireumstances themselves are changing and this itself makes
inference diffienlt. Furthermore, the roneept of a single decision maker is, in any case, a
conyentent fiction; typieally deciston making in respeet of publie poliey is carried out by teams,
whase members may well disagree about ends, dor uding on which member of the tean has the
upper hand wt any monrent of e, 1 the economise eannof discover the preference functions that
underlies policy decisions, neither can he evaluate past decisions nor improve finure ones! For a
discussion of the evalnation of politival preference Tunetions in agricultural ecanomics see my
paper “Modelling Government Processes and Polivies in Agriculiure: a Review' (1995, pp 388-389
partieularly ).

Dusjomted inerementalism: Blaug says that any decision maker starts witl onsgoing activities and
gradually begins w defing lus objectives m the light of his experience with pnlicins Decision
makers do not try (o get what they wants eather they learn to want by appraising what they get!
Means and ends are indissolubly refated, and evaluation of past decisions, or technical advice about
future decisions, “searehes in vain for a socinl preference funetion that is not there', Thus decision
making is disjpinted as it is repeatedly atinched in bits and picces, it is incremental because it
considers only a limited range of policies Ut differ only incrementally from existing ones;
disjointed inerementalism does not merely adjust means to ends but explores the ends while
applying the means, in effect choosing means and ends simulianeously! (Braybrooke and Lindblom
1963). Most policy advisors will recognise the truth of these observations. ,

Blaug on economics as o seience: Public deeision making never achieves more than a third best
solution, because the time required fo colleet adequate information to secure an finprovement in
fine tuning s the ultimate searce resource, But valtue-fiee technical advice to governments can only
be an ideal ty pe witich dogs not aceord with reality. Blaug suggests that such n model of the
advisory function contributes to systematie self-deception among economists, Positive paretian
welfare ceonomies is ot free of value judgements nor does it rest on innocuons value judgemenis
that allegedly commund universal assent, Leonomic advice nust ultitmately vest on ihe falsifiable
hpotheses of positive econmics, on the dentonstration that the empivical relutionships between
econamic variables ure this and not that When economists enter the aren of normative economics
their skills are relatively undeveloped beeause of their long standing denial of the value aspects of
economie beliefs. The seope of positive ecoriomics is smaller and that of normative gconomics
larger than 15 frequently made out' (ibid, p.131).

“The mutual interplay of facts and values is precisely the fuel that fires seientific work, o
less in the social than in the physical sciences, Sclentific progress comes only when we strive
to masimise the role of Tacts and minimise the role of values, (£ economics is to progress, |
eeonomists must give absolute priority 1o the task of producing and testing falsifable
ceonomic thearies. by the final analysis, is only the mechanism of hypotheses testing that can
bie relied on to weed out politieal and social prejudices at a rate foster than the one at which -
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they are being mniimmily recreted by new ireumatances. The Mecen of economies is not,
as Marshall thought, bivlogy, or any »Hther branch of science. The Mecea of economics is the
method of seienee itsell’ (ibid, p.134).

Comparative eonstitutions In an earlier paper, | noted that the Westminster system has attributes
that constrain (he relationship betseen advisnrs and decision makers (Jobnson 1994, p.4y. The
system developed working rules for the respective roles of the bureaneracy and Ministers, based on
the so-called impartiality of the advice given, and the right of elected representatives to make
decisions on behalf of the vitizenry. As discussed earlier, closer definition of the respective roles of
principals and agents (as this 1s what they are) hus resulied in widespread bureaueratic reform in
countries based on the Enghish paclimmientary model. In New Zealand, this is manifested in tighter
contractual rulmmmlnps between Minsters and CLOs, and betsseen CEOs and departiments. This
has been aecompanied by tighter inplementation of financial systems and goal setting and redueed
resources {o do the job. But not surprisingly, i the New Zealand case, the new systems have not
altered the advisory role of the burcaueraey, ulternative sowrers of information have not been
developed, snd the possible threat from enhinced minister st bureaus has not materialised.

Japunese and US experience in this area iy instraetive, 1o Japan, a buresyctatic elite dominates the
system (as in France) and is relatively impervious to outside pressure including the lesser
Ministries. In the US, planning capabilities ave less imward Im)km;;, and more responsive to
particular owtside groups

According to Boyd (1995, p 238), Jupanese planning capabilities are substantial, and are active in
large poliey communities that inelude very functionally oriented peak business associations s well
as dedicated fechnoerats. There is little openness to transnationnl elites. Linguistic and attituding)
factors assoeinted with the national culture lmit interactions with foreigners, although exhaustive
efferts are made to obtain mformation about other states and markets, Policy planning is an
intensive in-house activity, principaily within the policy communities dominated by the Ministry mf
Finance and the Ministiy of International Trade and [nduatry Lixtensive gross-Tutictional
information-sharing generates much innevative material, which develops with emphasis on
working level autonomy, but with apparent technocratic reluetance to use inpufs from independent
policy researely institutes.

In foreign trade, the two big cepartments are strongly neo-mercantilist, The Forgigh Ministry's
participation in on the Jarger issues of external economic relations appears to be relatively weak,
because of the very large aggregations of imerests identified with the Ministeies of Finance and
International Trade and lndmtr,\f Fhe strengthiening of Japan's large-seale involvement in the world
economy ensures increases in bargaining strength that ean cause less consideration Tor the goodwill
of trading partners and undue optimism about sceommodating shifis in their policies, This is
possible because of the long social distances seross which Japanese decision makers relate to ather
governments and beeause, s relatively closed systems, the major Japanese policy communities
generate solidarity partly with emphasis on SHCCeSSEs gained in contests for world market shares
(ibid, p.238).

In the US, planning capabilities are less inward looking and more open 1o advoeaey by
transnational elite networks, but are affecied by divided government and by the pluralism
responsible for a conflictive nnd reactive poliey style, otiented toward short-term options (ibid,
p.238). Planning is directed from the higher levels of the administrution by political appointees
wlth extraneous carcer interests, and this limits awfonomous workingelevel engugernent with
fundumental policy issues. Working<level planners, niorenver, experience intensive conflicss
beeause they are attracted to operational responsibilities that will advance thele interesis, As
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members of the permanent bureaneragy they cannot move into the political levels with higher
management fimetions unless they are nssisted by patronage, and in these levels they risk
displacement by the next administration.

Planning tends (o be concerned mainly with strategies for policies Tavoured by the executive, which
can be hased on subjective preferences Tormeid in restricted high level exchunges, with very agtive
vote-masimising coneerns. The commaon executive style is (o avoid the informal aceountability of
intensive eollective deeisionsmaking while controiing separately the various branches of the
administration, i line with displays of resonrcelul engagement with all politically prominent
issues. Medin treatment of current events influgiees ehoiees of these issues, in conjunetion with
proliferating demands in the Tragmented natioital system of interest representation, Streams of
advisory papers from numerous policy research imstitutes contribute to thinking at the working
levels, but generatly have little mfluence on the emerpence of politically salient topies that atiract
executive aftention®. Working level atitudes o policy issues, while gurded by higher level
directives authorising planning direetives, have to reckon with possible wiosyneratic shifts in the
objectises of those endeavours. Executise preferences tend to change, especially in response (o
opportunities and problems posed by the strong pluralism of the American system (ibid, p.239).

Further observatons on US plueadim Tn the light of recent publicity, it is interesting that the
Secretary for State is appointed by the President, subject 1o the approval of Congress. The
Secretary 15 under ne obligation to Congress, but most administer the Jaws passed by Conpress.
Congress ean consull the Seeretary if it desires () Sinner, pers.comm.). Legislation must be agreed
by both the Congress and the Senate (somefimes volleetively known us Congress). Publie
submissions are taken at House Comomttee hearings. Commitiee stall prepare reports and make
recommendations. Departments can supply materal to Commitiees and may attend hearings as a
privilege but not 4y of right. Staff work to instructions fram Congressmen and Senators. The "mark
up’ process corresponds to our select committee stage und differences between the two houses are
resolved. Negotiations on difficult Bills like the Farm Bill might take a long time (Runge 1297
furthcoming)

These arrangements are seen to be a broader system ol governance than Westminster with greater
public aceess, Congress iy an effective conduit for ideas and public participation. Any member of
Congress and can be approached and any member can introduge a Bill, or an amendment to o
Bill**. Party diseipline is said to be wenker than under Westminster systems, Statufes are written
by Congress, but regulations are written by the departments. Regulatory authorities are common.
Authority stems from the Tegistature afone. fim Sinner (pers.comm.) remarks that these latter
arrangements sliow interest groups o place pressure on either the Congressmen or the statutory
authorities set up uider legislation. Readers may rzeall that Stigler's analysis of policy capture was

* Casile (1993, p.87) notes that in Iis experience of state and federal policy, only infrequently has
it been possible to apply particular research resulis directly fo policy problems, Bureaucracies
somet mes commission econamie research for s particular problem but even then the results often
turn o4t not 1o be direetly applicable. Such commissioned research veorks best if the burenucrat Is
an economist who atiended the same graduate school as the fesearcher, :

** One consequence of the iniroduction of mised member praportional representation in New
Zealand s u chaige from only Ministers having the power i infroduee spending proposals o ve-
order spending priorities, to wsystem where ey Member ean introduce u proposal for more
spending before Parlicment or propose changes to the sway the Government is spending inoney
(Dominion 2171 1796), However, a veto Is also provided tn the elected government If a proposal has
a more thn minor brapact o e Gavernment's fiscal position. ; :
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drawn from the seeond sren (Stigler 1982).

Poliey conedination in Austrclic and New Zealand: Both countries follow a loosely struclured
nterdeparimental clearunee system before Ministers take papers to cabinet. Prior to 1984, New
Zcatand had a more Tormal system (the olticials econamic committes) whicli vetied all economie
papery going forward. 1t beeame o sausality of ministerial suspicion (of ils power) soon after the
change of government. [ Canberra 1RCs tnterdepartmental committees) examine ll big items
and major issties that eross departmental bounduries (R.Reynolds, pers.eomsim.). Inboth
Queensland ad Canbierra, adeguate consultation is a formal requirement.

I both countrics, the bureaucracy is staffed to minimise the need to drasy on outside resenreh
imstiutes and sources e poliey adviee (guite like Japan really). The research institutes Jaok to the
private sector for funding. ABARE used o be o stand-alone researel bureau when founded by
Craw ford but has now heen absorbed into the system. Some readers will know what effest this has
had on oiieomes antd ouipis. ~ ‘

Poltey delivery and poliey capture Mullen's coneerns reluted to philosophic differences between
the scientists and ceonomists in NSW Apricnlture. These concerns telaied Lo pohey preparation. 1
my presidentinl address | referred to problems working sith the yeterinariuns (Johnson 1994). 1
also noted thit ehiiges in working arranements at the Cabinet level {the abolition of vfficinls'
coordination commitices) lead (o different work Txads among departments with the emergence of
dominant snd minor departments (pace e Japangse moded!). This leads o o forin of policy
capture iy this sense, there is a Tack o eompetition in the ideas myarket, and a diminution of
opportunities for demoeratic solutions. One af ficial s said o the author the trick is to combine
pood’ poliey advice with workable and beneficial results for paliticinns,

| have saidd the public and Ministers have a very thwarted view of bureaucracy. There is preat
suspicior tiat infortmation is withheld, departments are self-sceking and sell-perpetunting, and they
thwart the will of the people (i.¢. throngh their elected representidives). ‘There are two answers (o
(s with the information and time imbalances involved there is very litthe that can be done about it
(short of alternative sets of policy advisors), aid secondly, what ean be done is o madify and
improve the rules ef conduet al the critieal points so (hat balanced and rensoned discourse ean
Cyllow. Allernntive constitutions provide for political appointments within the bureaucragy, und
more apen systems of access and debate for the pubitic (s T the US),

The 1984 crisiy in New Zealand: One criticisi of the reforms in New Zealaid post 1984 was that
they represented an extreme form of policy caprure (hy the Treasury). As I iave already indicuted
(p.4) the move in ruling political paradigms in the 19808 was widespread and not contined 1o single
countries, Prafessor Aueion reckoned New Zealand represented the more extrene version of the
wew managerialism (1990, pp. 125+6). Now the former | reasury Secretary has published his views
of these events (Dominton, 11712/96). ‘

Advisors had been prepring proposils for ehange for several years before the eleetion, The
bsie outlines of the system were cstablished immedintely afier the election in a few fiours of
nrgent meetings bevween senior Ministers sid key advisors. Following fliese meetings u
programme for mplementation was put in plice over the next two years that changed the
wiry i which every government agency wits managed.....the 1684 election signalled a
foreign exchange erisis that developed info a constitutional erisis, sppurently crenting the
ecessary preconditions....there are many countries in erisis that have not suceeeded in

imf plementing or even attempting to intraduce programs Lo make governmenls ore
effective. :
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Changes in the pohw mix would normally be expected when the partics change after elections. Ina
“way the governing patadigm is remodelled by the parties' promises and manifestoes issued before
the election and then put intoe petion after the election. Presumably, some form of erisis changed the
views of'a sufficient number of voters fo make sucl a chaary.. Under mixed member proportional
representation, thy pressure for change is teased out affer the election by the successful coalition
parties. This process ereates a divergence between the promises made before the election and the
~ compramises achieved after the election.

L.ast Wnr(l

L find the model advanced hy Blaug the most compelling. The idea of disjointed incrementalism
deseribes the poliey process most aptly. Politicians tdecision-makers) work largely by trial and
ereor. ' Experionce iy therefore a very desirable attribute for politictans). Blaug does not really
address the issue of political inspivation ov ideas. Certainly, fashions abowt less govermment have

coincided with times ad fashions of fiscal austerity. This does not have to be so s wilness the
continuing fiscal deficits in the USA. 1t seents a mix of views prevails arownd the western worid on
the degree of govermment mtervention tat is warranfed. Second, all decision-making is
constramed by imcomplet? inforatation. asymmenrical information and uncertainty. I have
suggested thai rules of conduct are needed 1o balance these imbalanees as thev are inherent in the
principal-agent relationship. The issues are partly addressed in the US Constitution where aceess
to decision making is more vpen and altermative sourees of advice are availuble. In Australia and
New Zealand, the model of government emplayed tends to internalise all policy udvice with
relatively little outside consultation. Economists believe that are giving independent advice, but in
reality, they are themselyes constrained by the canventional economic and political paradigms nf
the day. They are more like Kuinr's normal scientists and some degree remnwd from frue scientits
in the I’wmcman sense.
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