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far from over.

Conclusion:
The Future of Instruments Research

B. GUY PETERS

The research presented in this volume, along with the scholarly work
contained in other recent publications on policy instruments (see espe-
cially Salamon 2002; Peters and van Nispen 1998), indicates the signif-
wcance of the progress that has been made in understanding the nature
and importance of instruments in the policy process. Although much of
this development has been done in an academic context, the practical
application of this work has not been lost on government; indeed, this
book and the conference that provided its basis are a consequence of
the concern of government officials about the need to understand in-
struments in order better to understand how to govern.

Instruments have been always been used in governing; what has
changed is that we now understand that instruments can, and should,
be considered independently of other aspects of the design of policies
(see Linder and Peters 1984). Rather than being inherently intertwined
in the policies that they deliver, instruments do have some autonomous
effects of their own and can independently impact the policies for
which they are chosen. These effects can determine the success or fail-
ure of a program in reaching its policy goals as well as the political suc-
cess or failure of a program,* Understanding the independent influence
of instrument choice is important because policies that appear to be
faitures because they have chosen goals that are not achievable through
collective action may, in fact, be quite feasible and even popular if they
wete attempted utilizing different instruments.

Therefore, both academic analysts and practical policy makers need to
think consciously about the strengths and weaknesses of each instrument
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and need to attempt to understand instruments not only in the abstract,
but also in the contexts of the particular political, social, and economic
sitnations within which they will be put into operation. Individuals and
organizations tend to have commitments - intellecrual as well as practi-
cal - to particular instruments {se¢ Linder and Peters 1998) and tend to
adopt these instruments whenever faced with the need to design a new
program, regardless of the goals or the environmental conditions.* While
this “path dependency” in instrument selection is very human, and al-
though an individual commitment to an instrument may be reinforced by
membership in organizations, such dependency may produce suboptimal
decisions for a program.

Even though the instruments research has made substantial progress
and has enjoyed something of a revival in recent years, there ate stili a
number of issues remaining if this literature is to fulfil its potential. The
instruments approach, as is true of many aspects of the policy-studies
literature, is an area in which there is nothing so practical as a good
theory. That is, while experience and habic may provide useful rules of
thumb for the selection of instruments, having a more comprehensive
conceptualization of instruments and their correspondence to the envi-
ronment will provide more general assistance in making decisions
about program design. At the same time, these attempts at conceptu-
alization must be linked with empirical research on the consequences
of instrument choice if the type of progress that is needed is to be
achieved.

DEVELOPING THE INSTRUMENTS APPROACH

Whar will follow here is a set of observations about what needs to be
done in order to further develop the instruments approach and to make
the research more usable for practitioners and academics. These observa-
tions constitute a research agenda that to some extent reflects the papers
and discussions arising from the conference as well as my own observa-
tions on developments in the instruments literature. The first premise
motivating this rescarch agenda is that we have a reasonably good un-
derstanding of how individual instruments perform in a functional, tech-
nical manner. The literacure, such as that collected in Lester Salamon’s
The Handbook of Policy Instruments {2o000) or in studies of individual
instruments (Steuerle et al. 2000; Howard 1997}, demonstrates a sub-
stantial understanding of individual instruments and their technical ef-
fects. The second premise is that, although this level of understanding is
certainly important, it can serve only as a beginning for a more complete
comprehension thar will involve more dimensions of analysis: not only
the technical, but also the political, ethical, and managerial.
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THE POLITICS OF INSTRUMENTS

A first point to be made about the selection of policy instruments is
%mﬂ%n selection is being done in a political setting. The foundation of
the instruments approach was largely in economics (Kirschen 1964),
and a good deal of the available literature continues to emphasize the
technical economic and legal attributes of these tools. As T will point
out below, these technical attributes of instruments are important, but
it is likewise crucial always to remember that the decisions about tools
are being made for the purpose of governing and that governing is a
political process.

The political importance of policy instruments arises both in their ca-
pacity to build political coalitions and in their capacity to implement
policies in a manner that maximizes the legitimacy of the policy and of
government more generally (see Issalys ch. 7 herein). First, in order to
be successful, policy instruments have to be acceprable to a political
coalition sufficient to justify the adoption of the policy. The need to
create political coalitions around a policy choice — substantive or in-
strtuments-based — is an obvious point but one that may be forgotten if
an analyst perceives solutions to policy problems from a more technical
perspective. A scholar may be quite capable of demonstrating that a
mmmmn:_mm tool could produce a desired outcome with minimum distor-
tions in the economy and perhaps even with minimum administrative
costs. As laudable as these features may be for an instrument, they do
not ensure that the instrument will be acceptable to the political actors
needed to adopt the program. .

Take, for example, the provision of financial aid to university stu-
dents in the United States. Probably the simplest way to deliver this aid
would be to give students grants directly. However, politically, there ap-
pears to be a majority that favours loans over grants given that this
tool could save public money and also could be a means of forcing in-
dividual responsibilicy on the students. Then, after the decision for a
loan-based program is made, the simplest alternative might be to give
the money to the universities and have them administer the loan pro-
grams on behalf of their students. This option, however, would not
include one influential industry that stands to gain from the loan pro-
gram: banking. Therefore, the largest program that has developed for
student aid is one of guaranteed student loans through private lenders.
While this involves several more administrative steps and more actors
than is necessary, it is capable of benefiting not only students and uni-
versities, burt also banking interests.

Legitimacy is the second dimension of the political relevance of
instrument choice. Some instruments are simply more legitimate in
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different countries than they are in others, and any attempt to ignore
this cultural and political context will reduce the probability of M_Wn @M.o-
gram’s being successful. For example, a good deal of _”r.n O.mmm ian 5,
erature (Woodside 1986; see also E.oé_mﬁ me.i on policy _Mmﬂsgn_:ﬁw
emphasizes that, everything else _u”m.Ew equal, instruments that M:n es
intrusive are more acceptable politically than are instruments that m_..m
visible to the public and that make it clear to the public that costs mﬂ
benefits are being created. Again, these instruments are often .Mao.n t nwn
most effective in achieving public purposes, amwnnn_m.:m as they often do
upon the initiative of individual citizens to be ,.wmnnﬂEnH. N i
Again, context is important for understanding the mwm_.unwmnw:o o
ferent types of policy instruments. For example, the po Enw cu %_ m
the United States tends to favour, perhaps even more t mmn t m.: %-
Canada, unobtrusive policy mswﬂcao:ﬁm.. Eoﬁﬁ._nn @ornaw that are m_.
rected to the poor may have to be more intrusive and may have ﬂo_umknﬁ.
cise more control over the recipients if they are to be mnmn@nmm e M
much of the public. The welfare HmmoH.B of 1996, for example, reduce .
some controls over the poor but mcvmzﬁ:ﬁnﬂ what have w.mmo_,:n _M Wﬂw.
ways even more direct controls over the rﬁwm of the Hmnﬁmsﬁw c_u € -
fits. Thus the acceptability of m:wﬂsﬂnnﬁaﬂ is mvm.muon_ not only mmm
tional cultures, but also by the image associated with particular policies
icular target groups of clients. .
ms%%w MM@W& mﬂmwomﬁmmwn of instruments is most evident éwg eun.
think about these tools in the broader context of governance. As g0 :
ernments come to place less reliance on Hmmm_mﬂ.oQ :.._mc..cEmswmu m_...ma
least on regulatory instruments alone, and _unmﬁ.b to E<o_<mmﬁ ¢ M.MH
sector in the delivery of public services, nvn.morznm_ support J—. :Mma. -
ments will also change. In many W:QCmﬁ:m.__Nmm democracies, the nﬁﬂzm
macy of organizations in the 9:..@. sector is as great as or mﬂ.ﬂmﬂ,w ! wn-
that of governments, as is the legitimacy om. the public mmnz_wm.u mMﬁ.m For
ther, providing policies Hruo:mﬁ mmnﬁmﬁmr%m or quasi-pu wn ar mmw f
ments may be perceived as less intrusive than mechanisms that dep
entirely upon the authority of government.

MULTIPLE CRITERIA

The above points illustrate a more mnsﬂm_. point m?ME _wmﬁc”“wmm
choice, namely that there are a range n.um criteria that nee _.mw wm co i
ered when making a choice. My own E.n::m.zomﬂ as a po ;Mm mnﬂw i
is to begin with the political no:mEnﬂmEo.um inherent in Bw :n.__m th s
lection of an instrument, but as moﬁmn mr.a vmm not _..zwon the Mﬂws 1.
approach to selection. Each m.nm&.nm:n Q.mmn_w_:.ﬁ sm_ mmm:EM . o:Wom
macy of its approach and its criteria, but in reality the exercis
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balancing a wide range of concerns and values. Policy instruments have
economic, administrative, and even ethical dimensions in addition o
the political dimension emphasized above, and selection therefore
mvolves means of assessing the relative importance of these different
concerns.

It is easy to say that it is necessary to balance a range of concerns when
making the selection of policy instruments. It is substantially more dif-
ficult to make the required trade-offs in practice, Again, there may be
technical aids for making, or at least improving, such decisions. For ex-
ample, the decision maker may begin with the premise that one criterion
or another is primary, and then if the alternative instruments are equal
on this primary criterion, proceed to second- or third-order consider-
ations.? Alternatively, decisions could be made by developing some
weighting of the multiple criteria that are relevant for the decision on 1n-
struments and then adding together the scores of alternative instrumencs.
This approach implies a great deal of knowledge and a well-developed
sense of priorities and may not be practical in the majority of cases.

In the end, most decision makers are capable only of recognizing that
there are numerous dimensions of instruments that should be consid-
ered when deciding between alternatives. Above, I made the more gen-
eral point abour the necessity of conscious deliberation when selecting
instruments. As this deliberation is carried into the process of making
choices based on multiple criteria, the process may involve no more
than simply recognizing the multiplicity of the criteria and the trade-
offs that are involved. This process may be enhanced by making it
more transparent so that habit and familiarity do not return to domi-
nate decisions in the guise of a highly subjective weighting scheme. In
the final analysis, the use of multiple criteria for assessing policy instru-
meats may come down to the exercise of good judgment.

MULTIPLE INSTRUMENTS

In addition to the multiple criteria for consideration, there are multiple
inscruments that should be considered {see Macdonald ch. 9 herein).
One of the important points made in several of the papers in this vol-
ume is that decision makers, and analysts, need to consider mixes of ifi-
scruments rather than the single, lonely instrument when designing
programs. Most of our thinking about the selection of instruments has
been focused on the idea that we should think about choosing the one
best insteument for achieving the purpose at hand. In reality, most ef-
forts at program delivery involve multiple instruments and indeed com-

bine their effects with other policies and other instruments in order to
achieve their purposes.
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The emphasis on a single instrument corresponds nicely with the ren-
dency to regard redundancy in public programs as wasteful and more
streamlined mechanisms for delivering services as inherently desirable
(but see Landau 1969; Bendor 1985). It may well be, however, that
thinking about mixes of instruments is not only a political and pro-
grammatic reality, but also a virtue when attempting to achieve public
purposes. The needs of potential clients of programs may be varied as
well, such thar governments could be well-advised to select different
ways of reaching these clients. In the case of assistance for higher edu-
cation, for example, some potential students may require more aid than
could be reasonably provided through studeat loans; the student would
be burdened with so much debt for so long that the consequences
would be highly undesirable or would prevent the student from ever
taking up the program of study. Therefore, without a mixture of instru-
ments, delivering this service effectively would be less likely, if not
impossible.

Once one has decided that a mixture of instruments may be the most
important means of addressing public-policy issues, deciding what will
comprise this mixture is substantially more difficult. The above example
is rather clear, given the alternative approaches to addressing the finan-
cial needs of students seeking to attend universities, but most options for
inclusion in effective policy mixes are less clearly defined. This is espe-
cially true when sceking to combine instruments that utilize very dif-
ferent types of underlying instruments to achieve their purposes. For
example, the several methods discussed for addressing the financial
needs of students all depend upon using public money (or the guarantee
of public money) to achieve their purposes, but there may be options for
mixing the “treasure”-based instrument with other forms of control, es-
pecially controls over the providers, to achieve the policy goals.

One might argue that instruments utilizing different underlying
mechanisms to achieve their purposes might be the most effective for
achieving policy goals. While different versions of the same fundamen-
tal instrument may help considerably in achieving the goals of the
programs, the more extensive the range of instruments involved in at-
taining the policy goals, the more incoherent the government is likely
to be. The administrative literature tends to focus on eliminating re-
dundancy and multiple provision of the same service. There may be,
however, a good deal of rationality in redundancy (Landau 1969) in
that different types of instruments may address the needs of different
types of potential clients that might be missed by a more linear concep-
tion of governing.

We can extend the above example of providing opportunities for
students in higher education to think about extending the mix even
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further. For example, rather than providing funds to students directly
or insuring bank loans to those students, the issue might be dealt with
by regulations. For example, universities might be mandated to main-
tain low tuition fees or to provide scholarships to students from socio-
cconomically deprived backgrounds. This strategy might address the
financial needs of potential students.

LINKING INSTRUMENTS AND ORGANIZATIONS

Policy instruments are highly dependent on institutional capacities for
their implementation. Even those instruments that permit the individual
bencficiaries to make the decisions about whether to use them depend
upon one or more organizations for effective implementation. For exam-
ple, although individuals make decisions about whether to claim rax
preferences (tax expenditures), the taxing authority must monitor the
take-up of this benefit and provide some credible threat of monitoring
and enforcement if the instrument is to be used as intended (Sparrow
1994). Even more obviously, governments rarely go seeking individuals
w0 apply for social benefits. Instruments such as regulation and subsidies
are even more dependent upon public organizations for their success in
producing the desired economic and social consequences.

As well as the basic structural issues involved in the implementation
of programs through public organizations, there are other consider-
ations in developing and implementing policies. First, as governments
involve the for-profit and the not-for-profit sectors in delivering public
scrvices, the emerging structures are moving away from the “single
tonely organization” (see Hjern and Porter 1981) and toward more
complex structures for employing instruments; thus there is a need to
consider the design of these structures. On the one hand, if these struc-
tures are to be inclusive and ro provide nongovernmental organizations
some capacity to influence the outcomes of the process, then decision
making becomes difficult. If, on the other hand, the same authoritative
decision making is to remain in place, then these structures may be
meaningless and may be incapable of effectively delivering complex
programs. That is, organizations outside the public sector may not be
willing to be used by government without some real influence on the
outcomes of the process.

Second, there is a need to consider the political dimension of policy in-
struments not only in the context of mass politics, as discussed above,
but also in terms of another dimension of politics: that involving the role
of organizational actors. Organizations have commitments to instru-
ments as well as to the policies that are delivered through these instru-
ments. These commitments may be a function of an organization’s
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experiences and the familiarity that it has with certain instruments, or
they may be a function of the staffing of the organization. Organizations
staffed by lawyers, for example, are more likely to use regulation and
other legal instruments than are those staffed by economists or public
administrators.

Finally, organizations can use instruments as a political strategy to
“capture” programs, thereby increasing budgets and staffing. For
whatever reasons, however, organizations are not neutral about instru-
ment choice and will be engaged in a variety of political actions to in-
fluence selections.

HOW CAN WE LEARN?

One of the difficulties for instrument research, and for many other ar-
eas of policy research, is that instruments pose important problems for
research. In the best of all worlds, we might experiment with a range of
instruments as means of reaching a policy goal and use the resulting cv-
idence to guide the final selection of a program. Rarely do governments
have the options to perform such experiments and instead must rely on
quasi-experimental results to guide decision making (Cook and Camp-
bell 1979).4 In the relatively few cases in which large-scale experiments
on policy and policy instruments have been possible, as in the New Jer-
sey Income Experiments, they have produced a great deal of useful in-
formation about the impacts of program choice.’

The absence of strong experimental evidence is a general problem for
policy analysis given that the public rarely want to be experimented
upon and that their behaviour might be different if they were aware
that the intervention was indeed an experiment. For example, among
the few experiments that have been done on policy instruments, some
of those involving vouchers for education suggested that potential pro-
viders of educational services were reluctant to enter the market as long
as the program was discussed as an experiment (Loomis 2000). Why
should these potential providers invest their time and energy in a pro-
gram to which government is not really committed? Likewise, why
should parents risk disturbing their children’s education when there is
no certainty that the program will continue?

The obvious source of quasi-experimental evidence about policy in-
struments is our experience with other political systems. For many policy
areas, there have been a range of attempts to provide the services and to
reach the same goals through alternative means. These attempts thus
comprise a natural laboratory for the implementation of programs and
should provide us a means of understanding what instruments can be
successful. Within the United States, Brandeis’s famous comment on the

Conclusion 361

cm.,m being the laboratory of democracy was bur one indication of the
cﬂrQ.Om collecting evidence from multiple locations, and there is an in-
ﬂﬂ.:mﬁosm“ literature on the importance of learning about policy inter-
ventions from other geographical areas (Rose 1992; Dolowitz 1 998)

As valuable as this evidence may be, its use can be ?\oEanmn. As
noted above, much of the existing literature on policy Emﬁ.zam:nm. as-
sumes that the instruments are in essence technical instruments that
are largely independent of the context within which they are being
aam.u_.ow,mm. This assumption is almost certainly incorrect, and the
mo:sn.mr social, and economic circumstances within which ,m: instru-
ment is being used are of great relevance to the success of the
instrument. For example, over the past decade or more the United
WEm&oB has been moving toward greater financing of higher educa-
tion E the consumers of the service, much as students {or parents)
pay high tuition in the United States (Brown zoc02). British polic
Emwﬁm appear to have assumed that this form of financing is nosm:w
tent ”s:nw broad participation of students in higher education. Using
this instrument successfully, however, depends both on middle and
working class parents beginning to save for higher education practi-
8:%.?05 the birth of a child as well as on universities having sub-
stantial, independently financed scholarship programs to help the
m0ST needy students. Neither of these conditions exists in the United
Kingdom, and hence there might be little reason to expect the instru-
ment to be successful.

The above example is only one of any number of examples of at-
empts on the part of governments to learn from experience in which
borrowing program elements has been less than successful once they
are transplanted. Therefore, there appears to be a need to think more
systematically about the mechanisms through which successful learning
can be no:w_cnﬂ& and about the manner in which the environmental
factors having an impact on the utility of an instrument can be as-
sessed.® From this perspective, the analysis of policy instruments may
move away @08 strict technical analysis of the economic or adminis-
wative criteria to consider policy instruments in the context of com-
parative policy studies more generally (see Ringeling ch. 8 herein). The
agenda of the conference from which this book emerged was to -H.E:r
?..om&w about instruments, their utility, and their applicability in a
wide range of circumstances.

GOVERNANCE AND POLICY INSTRUMENTS

sz:&. we need to remember throughout the analysis of contemporary
policy instruments that the purpose of thinking about policy instruments




is to improve the state’s capacity to govern and thereby ro improve the
quality of life for citizens within a political system. At one point in our
collective political and administrative histories, a discussion of the state’s
capacity to govern would have involved an almost exclusive role for the
public secror (see Dror 2001}, As already noted in a number of places in
this book, government is increasingly involved in complex and multior-
ganizational structures for the delivery of programs. There is some ten-
dency to think of instrument choice in terms of rather simple principal-
agent terms, with delegation from one principal (the legislature or the
minister) to a public agent, which uses an instrument to produce action,
The contemporary world of policy implementation and governance,
however, is a good deal more complex.

Further, policy instruments are, as also noted throughout this vol-
ume, increasingly moving away from regulatory and other “command
and control” instruments depending directly upon the formal authority
of government and toward softer, less direct forms of intervention into
the social system. Even when law and regulation remain the principal
instruments for intervention, they are increasingly implemented in the
form of “soft law,” such as compacts or voluntary agreements or other
negotiated settlements with the private sector, rather than by means of
hierarchical imposition {Héritier 2002; Morth 2003).

Both of the above shifts in policy making are transforming the nature
of government and governing, and the conventional analysis of instru-
ments has been broadened along with the instruments themselves. Put
somewhar differently, there are now multiple principals that charge m-
dividuals and organizations with implementing programs.

As “governance” has become one of the more important manners of
conceptualizing the tasks of policy making and steering society {sce
Pierre and Peters 2000; Lynn 2001}, scholars and practitioners inter-
ested in how instruments are being used must begin to consider more
carefully the general question of using not only multiple instruments,
but also a mixture of public- and private-sector instruments. Indeed, as
the “soft law”™ example mentioned above indicates, the conventional
distinction between public and private instruments may become in-
creasingly difficult to maintain. Regulations emerging from processes
of creating “soft law” may have the force of law, but they are the prod-
uct of delegation of some amount of authority and discretion to non-
public actors.

At the extreme, the public sector may delegate a good deal of s
potential regulatory authority to the private sector and even to indi-
viduals. The clearest example of this is using individuals to monitor
the actions of service providers or even of governments. Governments

may, for example, provide opportunities for individuals to use the
courts and fort actions to monitor the performance of important ser-
vice providers, such as the medical profession, rather than investing
in public regulation (Schuck 200z; Komesar 1994). At the extreme,
the European Union relies heavily upon individuals to monitor the
extent to which individeal national administrations deviate from
Evropean rules and to use the court system to ensure compliance
{Pollack 2003).

With the emergence of these less formal means of instrumentation as
a standard mechanism for coping with public problems, the mixture of
public and private instruments implies a new range of interactions and
significant managerial challenges for the public sector (Kettl 2002).
Not only do bundles of instruments have to be designed that will in
principle work, and work in harmony, but they must be managed
within a more complex political environment. In this environment, bar-
gaining shapes the manner in which the instruments are utilized, just as
do the acmal instruments selected {Sorenson and Torfing zooz2). Fur-
ther, these mixed instruments that involve the private sector require de-
veloping the means for managing multiple relationships among actors
that may have conflicting goals and commitments to services (Peters
2000a; Frederickson ryo7).

CONCLUSION

The tools, or instruments, approach to public policy can add a great
deal o the analysis of public policy. On the one hand, instruments can
be used as the foundation for understanding policy in general, and the
argument might be made that the instrument selected may be the most
importane element of the choices made about policy. This strong argu-
ment is especially applicable if we examine the underlying foundations
of action contained within the rools and the dynamics of instruments
for coping with social problems (Hood 1986). A less extreme version
of the argument Is that Instruments are a crucial element of the design
of a program, and of governance, but not necessarily the only — or even
the most central — element in governing. In either version of the argu-
ment, developing the instruments literature can improve the academic
and practical dimensions of policy studies.

If the instruments approach is to reach its potential, then some of the
issues raised in this volume will have to be addressed. When taken to-
pether, these points add up to the need to cope with the real, and in-
creasing, complexity of policy. Policy making and implementation have
always been complex, but globalization and the increasing involvement
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