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Foreword 

The Productivity Commission’s 2009 roundtable was organised around the topic 
Strengthening Evidence-Based Policy in the Australian Federation, and held at Old 
Parliament House in Canberra on 17-18 August. Participants included government 
officials, academics, consultants and representatives of non-government 
organisations. Keynote addresses were presented by Dr Ron Haskins, Senior Fellow 
of the Brookings Institution, and Professor Jeffrey Smith of the University of 
Michigan.  

The Commission has long grappled with how best to bring available evidence to 
bear in informing policy. Some months after coming to power, Prime Minister Rudd 
said: ‘evidence-based policy making is at the heart of being a reformist 
government’, foreshadowing an intensified interest in making the best use of 
evidence, and implying questions about how to deepen the pool of experienced 
evaluators and build institutions to facilitate good use of evidence.  

The roundtable commenced by discussing the principles of the evidence-based 
policy movement and reviewed how well Australian use of evidence conformed to 
best practice. It then considered how to improve the availability of quality evidence, 
and reviewed possible institutional developments to embed good use of evidence 
more firmly into policy-making. 

The roundtable proceedings are being published to enable a wider audience access 
to the information and insights that emerged. This volume includes papers by the 
speakers and a summary of the key points covered in the discussion sessions. A 
second volume is a background paper prepared by Commission staff and provided 
to roundtable participants. 

The Commission is grateful to the speakers and other participants whose 
contributions made the roundtable such a valuable exercise. 

Gary Banks AO 

Chairman 

March 2010 
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1 Introduction1 

Gary Banks 
Chairman, Productivity Commission 

This annual Roundtable has a special place among the Commission’s many 
activities. 

• it provides an opportunity for us to step outside our project work and focus 
collectively on what we see as a key policy issue or theme; 

• in a setting which allows for frank discussion among a cross-section of 
influential people; 

• affording ‘time out’ that will hopefully benefit all of us back on the job and, 
ultimately, promote the cause of good public policy — our principal objective. 

As with past Roundtables, we have been very fortunate in our final list of attendees 
— including our keynote speakers from overseas, Ron Haskins from the Brookings 
Institution and Jeff Smith from the University of Michigan. The senior ranks of 
public service, both at the Commonwealth and State level, are well represented 
here, as are academia, private research and consultancy organisations. 

The topic for this year’s Roundtable seemed almost to choose itself. In a well-
publicised address early last year to senior public servants, some months after 
coming to power, Prime Minister Kevin Rudd said: ‘evidence-based policy making 
is at the heart of being a reformist government’. Other Ministers in the new 
government echoed similar sentiments, foreshadowing a change in policy-making 
that was widely welcomed, particularly in Canberra. 

A number of initiatives bore early testimony to the government’s convictions, 
including radical changes to the framework for national policy-making under 
COAG, the refocussing of the national reform agenda (NRA) and a suite of 
evaluations and public reviews in key policy areas. A succession of policy decisions 
since then have excited considerable controversy, however, including on the very 

                                              
1 Opening remarks to the Productivity Commission Roundtable, Strengthening Evidence-Based 

Policy In the Australian Federation, Old Parliament House, Canberra, 17 August 2009. 
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question of whether they could be justified by analysis and evidence. These include 
the ‘alcopops’ tax; the linkage of Indigenous welfare payments to school 
attendance; fuel watch; grocery watch; the Green Car Innovation Fund and, more 
recently, the National Broadband Scheme. 

There was, of course, similar public questioning of a number of policy initiatives by 
the previous government, such as the Alice-to-Darwin rail link; the Australia-US 
Free Trade Agreement; the Baby Bonus; the banning of filament light bulbs; Work 
Choices and the National Water Initiative, and others. And, under both 
governments, the evidence supporting policies to reduce carbon emissions has been 
a matter of great contention — both in relation to the science linking global 
warming to anthropogenic activity (people) and, more frequently, in relation to the 
instruments chosen to reduce Australia’s own emissions. 

Moreover, where public reviews informed such initiatives, they have themselves 
been subjected to considerable criticism — in relation to their makeup, their 
processes and the quality of their analysis. 

This too is obviously not a new phenomenon. But it illustrates the challenges of 
properly implementing an evidence-based approach to public policy — and of being 
seen to have done so, which can be crucial to community acceptance of consequent 
policy decisions. 

The degree of difficulty has of course been elevated considerably over the past 12 
months by the global financial crisis and its attendant threats to jobs and living 
standards. A speedy response was called for, and some tradeoffs necessarily made 
with normal processes. 

The signs thus far appear to be vindicating this approach to dealing with the global 
crisis. But the very basis for Australia’s success in the short term presents some 
longer term policy challenges, in which an evidence-based approach will again need 
to come into its own. For one thing, it will be important to disengage from those 
‘crisis’ measures that turn out to be misplaced, unnecessary or unsuitable for the 
longer haul. For another, the stimulus spending has left a legacy of major fiscal 
pressure that will call for careful prioritisation of spending programs, based on a 
good understanding of their relative payoffs. The macro policy induced pressures 
will compound the existing fiscal pressures of our inexorably ageing population. 
These call for micro reforms to enhance workforce participation and productivity in 
policy areas like education, health and welfare — areas that pose trickier challenges 
than many of the microeconomic reform areas of the past. 

And of course the ‘green elephant’ in the room — the global warming issue — must 
be addressed in a way that can meet multiple objectives in a state of great 
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complexity and uncertainty. This demands an adaptive policy approach in which 
monitoring and evaluation of novel regulatory frameworks and institutions must 
play a central role. 

So how well prepared are we to deliver the evidence and analysis that can indeed be 
at the heart of our governments’ forward agenda? The truth is, that while there has 
been much talk about evidence-based policy, far less attention has been paid to how 
we actually go about it and how we might do it better. 

These questions provide the main focus for this Roundtable, with four sessions 
devoted to key aspects and a final one to possible ways forward. 

Evidence-based policy — its principles and development 

The first session will seek to develop a common understanding of what evidence-
based policy is, its main principles and the role evidence should play in the policy 
process. 

Brian Head will provide an overview of the prevailing currents in critical thinking 
about evidence-based policy among analysts of government and our American 
guests, Jeff Smith and Ron Haskins, will reflect on their experiences in the 
application of evidence to policy, on some recent methodological trends and 
institutional experiments. 

While there is room for debate about various dimensions of these questions, the 
notion that public policy decisions can benefit from a process of deliberation 
informed by facts and analysis is unlikely to be contentious. Nor, I think, would we 
disagree that throughout history practice has often fallen short of this modest 
ambition. 

In this respect, I have become fond of citing Florence Nightingale who, over a 
century ago, admonished the English Parliament thus: 

You change your laws so fast and without inquiring after results past or present, that it 
is all experiment, seesaw, doctrinaire; a shuttlecock between battledores. 

I don’t say that this depiction would be typical today. But I suspect many of us can 
relate to the sentiments she so colourfully expressed. 

That said, it would be idle to pretend that policy decisions could ever be determined 
by evidence or analysis alone. As many of us in this room will also know first-hand, 
the realpolitic of public policy involves a much richer array of influences. 
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But evidence and analysis can nevertheless play a useful role in informing policy-
makers’ judgements. Importantly, they can also condition the political environment 
in which those judgements need to be made. 

We can all cite instances where attention to evidence has helped achieve better 
policy outcomes, and where its absence has led to ‘misfires’ and unintended 
consequences. And I’m sure we can also think of policy reforms that became 
politically more palatable because the community had the opportunity to learn about 
the tradeoffs involved. 

Some of the questions that we might consider in the opening session this afternoon, 
therefore, include the following: 

• Given the realities of political decision-making, how should we best define or 
characterise an ‘evidence-based’ approach? 

– What degree of influence can or should we expect it to have? 

• More basically still, what constitutes ‘evidence’? 

– What forms of evidence are there? 

– Is there a role for qualitative analysis and opinion? 

– Should multiple sources of information be used? 

• How does evidence relate to ‘theory’? 

– Does the Blairite mantra, ‘what counts is what works’, mean that 
pragmatism should take precedence over principle? 

• Are there differences that need to be recognised when contemplating a new 
policy initiative, as opposed to assessing an existing one? 

• Who is best placed to provide the evidence needed for public policy? 

– In particular, what are the relative merits of evidence generated within 
government and that generated or commissioned externally? 

• And how important is transparency and the ability of third parties to scrutinise 
the analysis or replicate the results? 

How robust is our evidence-based policy making? 

The second session will examine where we have been successful and where we are 
falling short, and why. Bruce Chapman and Henry Ergas will reflect on lessons 
from recent policy reforms, and Grant Scobie will offer some observations on New 
Zealand practice. 



   

 INTRODUCTION 5

 

Australian Governments have directed significant resources and effort towards data 
collection and analysis, and policy evaluation. 

But, overall, the ‘evidence’ on the extent to which evidence-based policy is actually 
applied is mixed. 

• Often policy-related research and evaluation efforts have focused on areas where 
there is good evidence and tended to avoid those that are more challenging. 

• Similarly, some parts of government are open, provide access to data holdings 
and actively invest in the evidence base, whereas others hold data more tightly 
and resist efforts to build an information base that could be used to evaluate their 
programs.  

• And, we know from experience that, despite best intentions, policies can 
ultimately be shaped more by guesswork and political drivers than rigorous 
analysis. 

Some of the questions and issues that are relevant to this session are: 

• To what extent do we observe evidence and analysis being effectively used to 
inform political decision–making? 

– Are some ingredients more often lacking than others? 

– Is evidence used to assess the relative merits of different feasible policy 
options? 

• The Commission’s experience with the Office of Regulation Reivew, and for a 
time, the Office of Best Practice Regulation, as watchdogs on good regulatory 
practice, revealed many instances of regulation impact statements being 
concocted to support a regulatory decision that had already been made. 

– Is it common for evidence to be marshalled to support predetermined policies 
(policy-based evidence) in other areas? 

• When evidence is used, how good is it, and where does it typically come from? 

– Is it often ‘tested’ publicly or subjected to peer review? 

– Do we see much quantification and empirical investigation in policy 
development? Where do we see it most and least? 

• Even when evidence has been properly marshalled, how influential has it been 
on policy decisions and outcomes? 

– Have governments revealed a preference for using evidence when it really 
counts? 
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• Do we see ‘proportionality’ in the evidence that is brought to bear on decisions 
with varying potential impacts? 

• Has Australia capitalised sufficiently on its federal system of government, to 
learn from the policy experiments and experiences of different jurisdictions? 

– How have Ministerial Councils performed in this respect? 

– What about the more recent experience with COAG working groups? 

From rhetoric to practice: how do we improve the availability and 
quality of evidence? 

The third session will examine ways to improve the evidence for policymaking. 

Sally Green will recount the role of the Australasian Cochrane Centre in 
marshalling and disseminating high quality evidence, including beyond traditional 
clinical and pharmacological work. Andrew Leigh will be considering the case for 
randomised policy trials, and their varying suitability to different classes of social 
and economic policy problems. And Patricia Rogers will reflect on her wide 
analytical and practical experience of evaluation challenges. 

There are two main dimensions to discuss: data and methodologies. 

On the first, Australia has been well served by the ABS and the integrity and 
breadth of the data bases that it has generated. Data is particularly good 
(comparative, consistent over time) in the economic and demographic domains. 

But we lack good data in many social and environmental areas, including some that 
are at the centre of the COAG Reform Agenda, like education and Indigenous 
policy. We have suffered from a lack of longitudinal data in particular (though the 
HILDA project has helped remedy this since 2002). 

Where official data is lacking, there are a number of choices available to policy 
makers, including special purpose surveys, focus groups and overseas studies. All 
are fraught with difficulty and can pose risks for policy makers, some of which have 
been satirised to devastating effect in The Hollowmen TV series. 

So some questions here include: 

– What constitutes ‘good’ data for the purposes of building evidence to inform 
policy? 

– Can data be developed in the (truncated) ‘real time’ of a policy development 
process? 
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– Where should we be collecting more data? 

– Where data to assess new programs cannot be generated automatically, 
should we design programs to fill the gap? In particular, do we need to 
collect more baseline data to enable ‘before and after’ comparisons? 

Towards better methodologies? 

The data we need or use are often related to the methodologies available and there is 
considerable debate about their relative merits. 

That said, all good methodologies have a number of features in common. 

• Most fundamentally, they test a theory or proposition as to why policy action is 
needed and will be effective. 

• They have a considered treatment of the ‘counterfactual’: what would happen in 
the absence of any action? 

• They involve quantification of impacts, both direct and indirect (often it’s the 
indirect effects that can be most important). 

• They set out the uncertainties and control for other influences that may impact 
on observed outcomes. 

• They have the ability to be tested and, ideally, replicated by third parties. 

However, best practice approaches will not always be practicable. Policy advice 
often has to be provided within tight timeframes, and can be subject to significant 
constraints. We need to develop practical ways to provide the most robust evidence 
in these cases.  

• What can be achieved through econometrics, modelling, trials and other 
evaluation methods in the context of these constraints? How can these be 
designed to manage validity, cost, ethical and other considerations?  

• Where can we invest in rigorous evaluation and when should we rely on post-
implementation monitoring and review? 

• How can we learn from overseas experiences, and when should we be wary 
about the applicability of overseas evaluation/information? 

Institutionalising an evidence-based approach 

For evidence and evaluation to contribute materially to the selection of policies, it 
must be supported by institutional frameworks that embed the use of evidence and 
encourage, disseminate and defend good evaluation.  
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The institutional framework should also ensure that the resources allocated to 
evaluation are commensurate with the potential benefits. 

The fourth session will explore what institutional frameworks and government 
processes might best support evidence-based policy.  

Our presenters in this penultimate session are Peter Dawkins, who will reflect on 
experiences in the NRA including through his leadership of Victoria’s Department 
of Education and Early Childhood Learning, Robert Griew, who will draw on both 
his state and federal experience, and Mary Ann O’Loughlin from the COAG 
Reform Council who will consider the national architecture for implementing 
reforms. 

Even the best evidence is of little value if it’s ignored or not available when it is 
needed. An evidence-based approach requires a policy-making process that is 
receptive to evidence; a process that begins with a question rather than an answer, 
and that has institutions to support such inquiry. 

Ideally, we need systems that are open to evidence at each stage of the policy 
development ‘cycle’: from the outset when an issue or problem is identified for 
policy attention; to the development of the most appropriate response, and 
subsequent evaluation of its effectiveness. 

The ongoing struggle to achieve effective use of regulation assessment processes 
within governments, to which I alluded to before, tells us how challenging that can 
be in practice. 

Admittedly, an evidence-based approach can make life harder for policy makers and 
politicians. Lord Keynes, whose ideas appear to have made a bit of a come-back 
recently, said in the 1930s: 

There is nothing a Government hates more than to be well-informed; for it makes the 
process of arriving at decisions much more complicated and difficult. 

I think we can see what he meant. But, against this, are the undoubted political 
benefits that come from avoiding policy failures or unintended ‘collateral damage’ 
that can rebound on a Government, and from enhancing the credibility of reformist 
initiatives. 

• How can the real politic of public policy be made more compatible with 
evidence-based approaches? 

• Is there scope to strengthen existing institutions within each government and 
across our federation? 
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• How can we ensure that we get the best out of the resources already being 
devoted to research and policy advice? 

• Do we need to (re-)build research capacity and capability within government or 
should we continue to rely more on external sources of research, analysis and 
advice? 

– If we need both, how do we get the balance right? 

• How do we create incentives for quality analysis, whether within government or 
through contractors/consultants? 

• How can we limit an inherent tendency for second-guessing and ‘policy-based 
evidence’, that can mean superior policy options being ignored? 

• Should the Australian Government play a stronger role in promoting necessary 
data collections and evaluations within and across jurisdictions? 

– Could it make more use of its funding leverage with the States and 
Territories? 

• Is there scope for COAG to establish an ‘evaluation club’ to help propagate and 
disseminate evidence in key policy areas? (An encouraging development of this 
kind has emerged in the Indigenous policy area; namely the ‘national clearing 
house’ on best practice and success factors). 

• In the TV series ‘Yes Minister’, Sir Arnold confides to Sir Humphrey “If people 
don’t know what you’re doing, they don’t know what you’re doing wrong”. Can 
data and analysis that are not able to be scrutinised by third parties really be 
called ‘evidence’?  

– How do we achieve greater transparency in the data that is collected and in 
the evaluations that are conducted? 

• Given the time lag between data collection and analysis and policy development, 
how good are we at anticipating the policy questions of the future? 

– While many policy questions have been around for a while, the impetus and 
timing for policy reform in particular areas is often hard to predict. How do 
we ensure that the currency/availability of necessary evidence matches the 
contemporary policy issues being addressed by government? 

Where to from here? 

The fifth session will conclude proceedings by drawing out some of the more 
important implications for public policy in Australia that emerge from previous 
sessions and the address by Terry Moran.  
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Jonathan Pincus, a former Principal Advisor Research at the Commission and now 
Visiting Professor at the University of Adelaide, will introduce this final session 
with a summary of the main issues and insights from the Roundtable over the two 
days. A panel comprised of David Tune from Prime Minister and Cabinet (now 
Secretary of the Department of Finance and Deregulation), as well as Ron Haskins, 
Jeff Smith and Mary Ann O’Loughlin, will then reflect on the discussions and draw 
their own conclusions. 
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2 Evidence-based policy: principles 
and requirements 

Brian Head 
University of Queensland 

Abstract 

Evidence-based policy (EBP) is an aspiration rather than an accomplished 
outcome. The advocates of EBP urge the incorporation of rigorous research 
evidence into public policy debates and internal public sector processes for policy 
evaluation and program improvement. The primary goal is to improve the 
reliability of advice concerning the efficiency and effectiveness of policy settings 
and possible alternatives. This is attractive to pragmatic decision makers, who 
want to know what works under what conditions, and also to those professionals 
concerned with improving information bases and improving the techniques for 
analysis and evaluation. Some concerns are raised by professionals whose 
knowledge-discipline or whose policy focus is not well served by quantitative 
analytical techniques, and who worry that important qualitative evidence may be 
overlooked. Scientific experts may reasonably disagree about methods, 
instruments and impacts. Whatever methodologies are employed, EBP requires 
good data, analytical skills and political support. Hence there are inherent 
limitations, even where government officials are able to draw on the results of 
reliable information and sound analytical skills. The politics of decision making 
inherently involves a mixing of science, value preferences, and practical 
judgments about feasibility and legitimacy. Outside the scientific community, the 
realm of knowledge and evidence is even more diverse and contested. 
Competing sets of evidence and testimony inform and influence policy. The 
professional crafts of policy and program development require ‘weaving’ these 
strands of information and values. The cutting-edge issues in modern EBP 
debates focus on problem-framing, methods for gathering and assessing reliable 
evidence, communicating and transferring knowledge into decision making, and 
evaluating the effectiveness of implementation and program delivery in complex 
policy areas. 
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2.1 Introduction 

There are three crucial enabling factors that underpin modern conceptions of 
evidence-based policy (EBP): high-quality information bases on relevant topic 
areas, cohorts of professionals with skills in data analysis and policy evaluation, and 
political incentives for utilising evidence-based analysis and advice in governmental 
decision-making processes. The precursors of modern EBP thus have a long, if 
patchy, history over many decades, inspired by a desire to improve social, economic 
and environmental outcomes through the application of reliable knowledge. The 
story of EBP is as much about institutional development as about data and skills. 

Australia, along with other prosperous Western countries, has developed a strong 
institutional foundation for nurturing EBP capacities. However, those enabling 
factors have developed unevenly, being more prominent in some periods than in 
others. For example, postwar reconstruction — a major theme in the federal 
government’s policy and planning concerns from about 1943 — arguably 
galvanised those factors. However, there was a political retreat from comprehensive 
‘planning’ discourses under the Menzies government in the 1950s, although the 
infrastructure for data collection and skills development continued in various ways. 
Policy development and innovation, especially in social and urban policy, again 
became a strong theme in the early 1970s under a reformist federal government, and 
there was another boost from the mid-1980s with a stronger policy emphasis on 
economic productivity, regulatory liberalisation, and new approaches to social 
equity and environmental protection. As higher education expanded, the general 
culture of business and government became more favourable to the creation of 
‘policy intellectuals’ in various institutional niches (Head 1988; Withers 1981). 

Over time, specialised governmental organisations devoted to systematic data 
collection, the analysis of information and the evaluation of policy options, 
including the Productivity Commission, have grown in size and capability. In 
particular, long-term public investment in economic and social statistics, along with 
the development of more specialised units for policy and regulatory analysis, have 
provided a solid foundation for contemporary EBP capacities (Banks 2009). This 
investment has been driven by broad and diverse policy needs — for example, the 
need to understand and influence population trends, to assess and improve 
environmental sustainability, to plan and fund effective human services and social 
security, to provide better communications and transport infrastructure, to assess tax 
revenue capacities, and to meet the economic productivity challenges of 
international competition. (I omit here the highly distinctive research/policy needs 
of foreign policy, defence and intelligence organisations.) The Australian 
Government’s commitment to good data and sound analysis has also been 
reinforced by its growing involvement in international organisations (such as the 
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Organisation for Economic Co-operation and Development) and its endorsement of 
international agreements that require sophisticated reporting on comparative 
performance trends. 

Beyond the sphere of the federal government, there have also been some important 
investments in EBP capacities within State governments, but on a much smaller 
scale and with generally lower levels of political support. Much of the impetus for 
States to invest in EBP capacity has been linked to their involvement with the 
powerful intergovernmental policy reform processes driven through the Council of 
Australian Governments and to a lesser extent other ministerial councils. Other new 
inputs to policy development have been associated with the recent proliferation of 
policy-oriented consultancy firms, and the emergence of independent think tanks 
(Marsh and Stone 2004) outside the public sector, sharpening the ongoing debates 
about the quality and timeliness of advice. 

The United States has long been the major global location for policy analysis and 
evaluation professionals, both within government and in other policy-relevant 
sectors (see, for example, Lerner and Lasswell 1951; Nathan 1988; Wilson 1981). 
The refinement of methodologies for evidence-based assessment of program 
implementation, and for analysing alternative policy options, has been driven 
substantially by large cohorts of US scholars and policy managers. The mandating 
of particular forms of program appraisal as a condition of program funding has also 
proceeded further in the United States than in most other nations (Boruch and Rui 
2008, Haskins 2006), although the practical experiences of evaluation remain 
diverse and somewhat fragmented across agencies and levels of government.  

The British Government under Prime Minister Blair attempted to develop a 
coherent approach to policy development, championing EBP as a major aspect of 
the increased policy capability and the fresh thinking required by a reformist 
government (UK Cabinet Office 1999a, 1999b). This increased respect for research 
and evaluation was generally welcomed by policy researchers (for example, Davies 
et al. 2000), although some were troubled by the implicit preference for quantitative 
precision and for technical expertise over other forms of knowledge (for example, 
Parsons 2002, 2004). One of the positive outcomes has been a more comprehensive 
investment in policy-relevant research and a stronger commitment to evaluation. 

In Australia, Prime Minister Rudd announced on 30 April 2008 that his 
government, not unlike the Blair government a decade earlier, saw a strong link 
between EBP and good governance: 

A third element of the Government’s agenda for the public service is to ensure a robust, 
evidence-based policy making process. Policy design and policy evaluation should be 
driven by analysis of all the available options, and not by ideology. When preparing 
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policy advice for the Government, I expect departments to review relevant 
developments among State and Territory governments and comparable nations 
overseas. The Government will not adopt overseas models uncritically. We’re 
interested in facts, not fads. But whether it’s aged care, vocational education or 
disability services, Australian policy development should be informed by the best of 
overseas experience and analysis. In fostering a culture of policy innovation, we should 
trial new approaches and policy options through small-scale pilot studies. 

Policy innovation and evidence-based policy making is at the heart of being a reformist 
government. (Rudd 2008) 

These sentiments have been well received. However, the practical implications 
remain open to interpretation and debate, especially as to whether EBP in Canberra 
will entail an incremental approach building on best practice in professional 
analysis and advice, or will require greatly enhanced professional practices and 
wider adoption of specific skills (for example, cost–benefit analysis: Argyrous 
2009). The initial lack of explicit guidance concerning preferred methodologies may 
have been a matter of either serious concern or great relief for different sections 
among the policy professionals. The overall level of commitment to investments in 
policy-relevant research, program evaluation and policy skills training in Australia 
has been disappointing, especially at State level. It remains to be seen whether the 
reinvigorated commitment to EBP will lead to measurably greater investment in 
policy research and evaluation over the coming years. In the following sections, I 
raise some basic issues about the political and institutional context in which EBP is 
pursued, as well as the internal debates about methods and reliable evidence. 

2.2 Knowledge and rigour 

The advocates of EBP urge the incorporation of rigorous research evidence into 
public policy debates and internal public sector processes for policy evaluation and 
program improvement. The primary goal is to improve the reliability of advice 
concerning the efficiency and effectiveness of policy settings and possible 
alternatives. The quest for rigorous and reliable knowledge, and the desire to 
increase the utilisation of rigorous knowledge within the policy process, are core 
features of the EBP approach.  

Two main kinds of critical commentary have been expressed by observers and 
participants. The first can be termed ‘internal’ critical commentary, focusing on the 
suitability of various preferred methodologies for collecting, interpreting and 
applying evidence as a basis for understanding — and perhaps improving — 
particular programs or policies. The second can be termed an ‘external’ or 
contextual commentary, focusing on how and where the EBP contributions (based 
on rigorous evidence) can be most influential, and how they fit into the wider 
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picture of policy debate and evaluation — a public canvas largely painted by 
partisan viewpoints. 

The quest for rigour is vital. There are many sophisticated sources of guidance for 
methodological questions of data validity, reliability and objectivity. Those who 
focus on these fundamental issues are usually specialists in the design of 
information capture and analysis (such as the Australian Bureau of Statistics and the 
Australian Institute of Health and Welfare) and/or specialists in the design of 
applied research on specific problems or programs. Two of the most widely debated 
matters in recent years are the significance of ‘qualitative’ evidence and a possible 
‘hierarchy’ of reliability in different models of applied research. These are matters 
discussed by other papers and are noted here only briefly.  

Concerns about the value of qualitative evidence stem from different research 
traditions in the social sciences. Some disciplines (for example, social anthropology 
and history) have usually tended to be concerned with accounting for the 
‘experience’ of participants — meanings, motives, contexts — rather than seeking 
behavioural generalisations (which are more typical of quantitative approaches 
relying on economic and social statistics). Bridges are being built between the 
advocates on both sides. Program evaluation professionals tend to use mixed 
methods as appropriate. Large-N qualitative studies are increasingly seen as open to 
the techniques of quantitative analysis. Longitudinal panel studies are an 
increasingly rich source of several types of evidence. In the United Kingdom, the 
early champions of very rigorous EBP quickly found it necessary (for example, 
Davies 2004) to soften the apparent bias towards randomised controlled trials 
(RCTs); and the central agencies have recognised that qualitative studies are 
important, provided they are conducted with appropriate methodological rigour 
(UK Cabinet Office 2003, 2008; UK Treasury 2007). Mixed methods are 
increasingly championed by analysts who are attempting to explain complex 
problems and assess complex interventions (for example, Woolcock 2009).  

Turning to the related debate on ‘evidence hierarchy’, the underlying question is 
trust in the reliability of research findings. Some argue that there is a research-
quality hierarchy, based on the types of methodological rigour used to design and 
interpret field studies. In particular, it is claimed that the RCT approach pioneered 
in medical research can and should be applied in the social sciences (Leigh 2009). A 
variant of this is the argument that single-study findings are misleading, and that a 
better understanding of causes and consequences emerges from ‘systematic 
reviews’ of all available research (Petticrew 2007; Petticrew and Roberts 2005), 
taking into account the rigour of the methods followed. The counterarguments turn 
on the difficulty of implementing RCTs in sensitive areas of social policy; the 
difficulty of transplanting quasi-experimental results to large-scale programs 
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(Deaton 2009); and the tendency to downplay the knowledge and experience of 
professionals with field experience (Pawson 2006; Schorr 2003). It is also highly 
likely that politicians, policy managers, scientists and service users may have very 
different perspectives on what kinds of evidence are most trustworthy (see, for 
example, Glasby and Beresford 2006).  

2.3 Knowledge for policy: how many lenses? 

The movement to improve the evidence base (or bases) available for policy analysis 
and for program improvement is of crucial importance and is widely supported in 
many quarters. Encouraging organisational cultures that support more systematic 
evaluation of initiatives and interventions is also crucial. But building capability can 
be expensive. Moreover, providing transparent evaluations of program initiatives 
can be politically risky. Governments do not relish being exposed to strong public 
criticism for poor program outcomes or for pilot schemes that produce weak results. 
The culture of evaluation is best understood as a culture of learning, and therefore 
needs to be embedded as bipartisan good practice.  

The knowledge base for EBP is diverse. Systematic research (scientific knowledge) 
provides an important contribution to policy making, and is undertaken in external 
institutions as well as in the public service. But science is only one of the inputs for 
EBP. The larger world of policy and program debate comprises several other types 
of knowledge and expertise that have legitimate voices in a democratic society. It 
has been argued elsewhere (Head 2008b; Shonkoff 2000) that these other ‘lenses’ or 
knowledge bases may include the following: 

• The political strategies, tactics and agenda setting of political leaders and their 
organisations set the ‘big picture’ of priorities and approaches. The logic of 
political debate is often seen as inimical to the objective use of policy-relevant 
evidence: ideas and values are instead mobilised to support political objectives 
and to build coalitions of support; spin may become more important than 
accountability. 

• The professional knowledge of service delivery practitioners and program 
coordinators is vital for advising on feasibility. They have crucial experience in 
service delivery roles and field experience in implementing and monitoring 
client services across social care, education, health care, etc. They wrestle with 
everyday problems of effectiveness and implementation, and develop practical 
understandings of what works (and under what conditions), and sometimes 
improvise to meet local challenges.  
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• In addition to the above institutional sources of expertise, the experiential 
knowledge of service users and stakeholders is vital for ‘client-focused’ service 
delivery. Ordinary citizens may have different perspectives from those of service 
providers and program designers; their views are increasingly seen as important 
in program evaluation for ensuring that services are appropriately responsive to 
clients’ needs and choices. 

As illustrated in table 2.1, rigorous and systematic science seeks a voice in a 
competitive struggle for clarity and attention, jostled by many players in the wider 
context of public opinion and media commentary. To the extent that rigour is 
valued, it therefore needs to be protected by strong institutions and robust 
professional practices. 

Table 2.1 Types of knowledge relevant to evidence-based policy 

Political knowledge Scientific rigorous 
knowledge 

Professional–
managerial 
knowledge 

Client and 
stakeholder 
knowledge 

The mass media and political culture 

2.4 The policy process 

The value proposition for EBP is that policy settings can be improved on the basis 
of high-quality evidence. How does reliable knowledge actually flow between 
producers and users? How strong are the channels and relationships that improve 
those flows? Unfortunately, the channels through which rigorous evidence may 
influence policy making are readily disrupted by external pressures, and therefore 
need specific care and attention (Landry et al. 2001; Lavis et al. 2003; Nutley et al. 
2007). Supply-side provision of good research about ‘what works’ is not enough. 
Potential users will pay closer attention only when they are better aware of these 
inputs, understand the advantages and limits of the information, and are in a 
position to make use of the findings either directly or indirectly (Edwards 2004; 
Nutley et al. 2007). How can the social and institutional foundations for EBP be 
improved? What capabilities need to be built within and across organisations? 
Considerable research on such matters is already being undertaken across a range of 
social policy areas but cannot be summarised here in detail (for example, see Boaz 
et al. 2008, Dopson and Fitzgerald 2005; France and Homel 2007; Jones and Seelig 
2005; Mosteller and Boruch 2002; Lin and Gibson 2003; and Saunders and Walter 
2005).  
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A related matter is to determine at which points in the policy development and 
policy review ‘cycle’ EBP contributions (based on rigorous evidence) can be most 
influential. Based on the few available studies of policy development in Australia, it 
would appear that there are no general answers (Edwards 2001). The formal 
expectation might be that policy-relevant research about the effectiveness of various 
options (what works under what conditions) might be most closely linked into the 
evaluation phase of the policy cycle (for example, Roberts 2005). However, the 
notion of a rational and cyclical process of policy development, implementation and 
review does not correspond closely with political realities (Colebatch 2006). A 
more realistic and complex model is conveyed in a diagram published by the 
Scottish Executive (see figure 2.1), which allows for reiteration of process steps and 
continual processes of further consultation and gathering of evidence. 

Figure 2.1 The policy process 

 

Source: Scottish Executive (2006). 

Rigorous evidence can therefore be relevant at several points in the development 
and review processes. But not all matters are genuinely open to rethinking. Some 
areas of policy are tightly constrained by government priorities, electoral promises 
and ideological preferences. There is perhaps less scope for changing these as a 
result of evidence about ‘what works’. It is also useful to identify program areas that 
appear to be more settled than others over a period of time (Mulgan 2005). It is 
possible that evidence-based arguments about ‘fine-tuning’, based on careful 
research about effectiveness, might be more likely to gain traction in those areas if 
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they are away from the political heat. On matters of deep controversy, however, 
research findings are more likely to be mobilised as arrows in the battle of ideas, 
and sometimes in ways that the original authors may find distasteful. In this sense, 
the policy process is a patchwork quilt of arguments and persuasion (Majone 1989). 
However, policy adjustments, and opportunities for new thinking, can emerge in 
unexpected ways in response to incidents, crises and conflicts.   

2.5 The tangles of complexity 

Problems can be conceptualised at a variety of scales and with varying degrees of 
complexity. This is inherent in the nature of politics and policy debate. The scale or 
unit of analysis (for example, micro or macro level) and complexity (one issue or a 
nest of related issues) makes a big difference to how policy problems are framed, 
debated and researched. One feature of modern policy making is that a lot of ‘big’ 
problems are being addressed at the same time. Examples in Australia include 
specific programs to tackle Indigenous disadvantage, navigate the global financial 
crisis, respond effectively to the challenges of climate change, reform the health and 
education systems, and promote frameworks for social inclusion and nurturing early 
years development. Such large focus areas of policy attention pose challenges for 
evidence, analysis and recommendation. The political requirement for solutions will 
sometimes encourage broad-brush responses, rather than detailed bottom-up 
research as a basis for program trials and for careful evaluation prior to larger-scale 
implementation.  

Some of these large problems have been termed ‘wicked’, owing to their resistance 
to clear and agreed solutions. These systemic and complex problems are marked by 
value divergence, knowledge gaps and uncertainties, and complex relationships to 
other problems (see figure 2.2, and discussion in Head 2008c and APSC 2007). It is 
not clear that traditional bureaucratic structures, or even the sophisticated 
managerial approaches of modern outcome-focused governments, are able to tackle 
these intractable problems successfully through standardised approaches. 

One of the features of complex social problems is that there are underlying clashes 
of values, which are sometimes not adequately recognised and addressed (Schon 
and Rein 1994). Policy analysts have therefore tended to drift instinctively into two 
camps — one group tends to look for simple technical solutions (for example, 
inserting specific conditions into the funding for individual recipients of a program), 
whereas others seek to focus on identifying the underlying value conflicts as a basis 
for dialogue, mediation and conflict reduction prior to discussion of next steps 
toward solutions (Lewicki et al. 2003).  
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Figure 2.2 Wicked as combination of complexity, uncertainty and 
divergence 

Wicked

Complexity

Uncertainty Value divergence

 

The attractiveness of recent behavioural approaches based on incentive theory (for 
example, Thaler and Sunstein 2008) is that judicious ‘nudging’ of citizens through 
incentives and penalties can potentially produce positive outcomes, with less need 
for intensive long-term case management or other expensive oversight and 
compliance mechanisms. In effect, the citizens are ‘nudged’ towards voluntary 
behavioural change arising from the ‘choice architecture’ embedded in the program 
design. Similarly, the attraction of quasi-market mechanisms for allocating scarce 
resources (such as irrigation water) and the perceived advantage of voluntary codes 
of conduct for industry is that detailed prescriptive regulation can be minimised 
(APSC 2009b).  

The alternative widely favoured approach for addressing complex social problems 
is participatory collaboration, partnering and devolution (see APSC 2007, 2009a). 
The difficulties of such approaches are well known in terms of time, energy and 
ambiguity. Multiple stakeholders certainly complicate the challenges both of 
designing clear programs with defined roles and responsibilities, and of assessing 
the effectiveness of outcomes to be achieved through collaboration (Head 2008a). 
The social science challenges of evaluating complex programs are significant. 
Nevertheless, there is a very strong case for persisting in the face of complexity, 
since the underlying problems are of enormous importance for governments and 
citizens alike.  
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Some elements of these policy puzzles may be amenable to close scrutiny via 
rigorous appraisal and even through commissioning more RCTs. This is desirable. 
But the place of high-quality case studies in the broader context of complex policy 
challenges will need to be carefully contextualised. The professional crafts of policy 
and program development will continue to require ‘weaving’ together the 
implications of case studies with the big picture, and to reconcile the strands of 
scientific information with the underlying value-driven approaches of the political 
system.  
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3 With a scope so wide: using evidence 
to innovate, improve, manage, budget 

Ron Haskins 
Brookings Institution 

Abstract 

Evidence from social science research and evaluation is used for at least two 
broad purposes in improving program effectiveness. One purpose is to influence 
the decisions of policy makers; a second purpose is to contribute to continuous 
program improvement by influencing program management and implementation. 
This paper examines the role of evidence in three recent episodes of policy 
making in the United States: the welfare reform legislation of 1988 and 1996; 
funding for after-school programs in 2003; and the ongoing debate over 
establishing a new federal home-visiting program. The examples demonstrate 
that, although evidence is often not a primary factor in policy debates, in some 
cases its role can be important if not decisive. In reviewing these examples, 
characteristics of evidence that make it most likely to be useful to policy makers 
are examined. The paper concludes with a brief review of several guidelines for 
using evidence to improve program management and implementation. 

3.1 Two uses of evidence in policy formulation 

This paper has a split personality. The dominant personality wants to examine the 
influence of high-quality evidence from program evaluations on the formation and 
enactment of social policy. Three interesting examples from policy making in the 
United States are examined, although the paper focuses on welfare reform 
legislation enacted in 1996 after a long and bitter debate in Congress that ended the 
entitlement to cash welfare and required work by all welfare recipients. The 
examples serve two purposes. First, they illustrate how evidence from social science 
research and evaluation can have an impact on policy — or not. Second, the 
examples suggest several generalisations about how good evidence can be 
developed, communicated, and used to influence policy. 
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But another, less confident, personality wants to examine whether evidence can be 
built into a broad management system that a government can use to bring 
continuing attention to what it is trying to do, how it is trying to do it, how to 
improve it, and how to pay for it. Confining attention to the United States, I am well 
aware of the many thoughtful schemes that have been previously implemented to 
improve government effectiveness and efficiency. These include ‘program planning 
and budgeting’, ‘zero-based budgeting’, the Government Performance and Results 
Act, and the Program Assessment and Rating Tool. In every case, there seems to be 
general agreement that results have fallen short of expectations (Radin 2000). 

Throughout, I pursue a strategic question that reformers must face: Is it better to try 
to launch a government-wide initiative that attempts to bring order across a huge 
range of agencies and programs using a top-down initiative or to focus most 
attention on individual programs and how to improve them in an initiative that starts 
from the bottom and leaves open the question of when and whether the initiative 
should try to build towards something that involves many agencies and programs? 

In the end, I argue that we should devote most of our attention to program 
evaluation and using evaluation results to enact, implement or improve individual 
programs. Although broader schemes seem reasonable, experience shows that 
putting them into practice has certain costs and uncertain benefits. Even so, 
experience and research also suggest that improvements may be possible and that 
evidence could become an important part of a broad movement to manage and 
budget wisely. 

Applying evidence to policy choice 

Consider the somewhat whimsical portrayal of the factors that influence policy 
formulation portrayed in figure 3.1. Although this paper focuses on research, the 
policy process often does not. Having participated in policy formulation and 
enactment directly from inside the US House of Representatives and the White 
House for a decade and a half, and having observed — and occasionally tried to 
influence — from outside for more decades than I would care to discuss, experience 
leads me to observe that research rarely drives policy. Of the factors that compete 
with research as prime influences on policy debates, at least three are typically of 
much greater importance than research: policy continents and inertia; the 
philosophy of political parties; and powerful politicians. 
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Figure 3.1 Factors that influence policy choice 

 
Data source: Illustrative proportions only; Ron Haskins, The Brookings Institution. 

Policy continents demand a word of explanation. All the industrial democracies 
have highly developed social policies for the elderly, children, the disabled, and the 
poor and destitute. Those policies are typically embodied in thousands of pages of 
legislation and regulation. In the United States, many of our most important social 
programs — including cash welfare, adoption and foster care, medical care, child 
support enforcement, welfare-to-work programs and programs for the disabled — 
are located in the Social Security Act (CWM 2005). Each line on every page of this 
wonderful statute is watched by hawk-like individuals and interest groups. Many of 
them are looking for an opportunity to change the statute; many are guarding the 
statute so no-one else can change it. Thus, the statutes, usually developed over 
many decades, own a kind of energy to ensure that they are not changed without a 
fight. If someone wants to change them, they had better be armed. Like continents, 
important statutes move slowly. 

Perhaps an even more powerful influence on policy formulation is political 
philosophy. I am not well versed in the politics of other industrial democracies, but 
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in the United States the two political parties offer a great contrast in philosophies, 
which translates to a striking difference in agendas — and a continuing feast of 
arguments in the federal capital and state capitals all over the nation. There are 
exceptions, but in general Democrats are the party of big government and high 
taxes, especially on the rich — the protestation of President Bill Clinton 
notwithstanding (CNN 1996). At this moment, Democrats are trying to reform 
health care to achieve universal coverage and to feature a government insurance 
plan that would be available to all. Government already pays for half of the medical 
care in the United States, but if reform passes the share of health care paid for by 
government will expand even faster. Conservatives — and not just conservatives — 
are fearful that, if the reforms include a government insurance program open to all, 
Democrats will subsidise the plan with public funds and drive private insurance 
companies out of the market. Government would then be bigger, taxes would have 
to be raised, and government could have a health care monopoly after a decade or 
so. In effect, the long hoped-for introduction of competition in the American health 
market would be dead. All this is taking place in an atmosphere in which the federal 
government has already taken control of two of the nation’s three largest car 
companies and major parts of the financial system, and is attempting to exert much 
greater control over the nation’s energy infrastructure. 

Democrats are now putting another one of their philosophical tendencies on display. 
Despite the fact that the upper 5 per cent of earners already pay 60 per cent of 
federal income taxes and 75 per cent of corporate taxes (CBO 2007), Democrats 
plan nonetheless to increase tax rates on people earning over $250 000. In addition, 
despite the fact that the bottom 40 per cent of households already pay negative 
federal income taxes (they get a cheque from government in the mail each year), 
Democrats hope to lower the taxes of those households further (or send them a 
bigger cheque) by creating a new tax credit for workers (Tax Policy Centre 2009). 

In contrast to Democrats, Republicans want smaller government and lower taxes for 
everyone (some would add ‘especially the rich’). The reputation of Republicans for 
smaller government took a major hit under President Bush when they enacted a 
huge and unfunded expansion of the Medicare program by providing the elderly 
with a drug benefit, but their reputation for tax cuts was dramatically reinforced. 
Bush cut taxes more than any other president, even when it became obvious that the 
federal government would once again run very large deficits. Republicans even 
went so far as to produce one-sided budget rules that would apply strict limits to 
spending but not to tax cuts. One could conclude that Republicans were willing to 
sacrifice their reputation for fiscal responsibility in order to cut taxes. 

The point is that, in the face of these fundamental goals of the two major parties, 
evidence from social science research has little to no chance of shifting decisions. 
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Budget projections, for example, are a kind of social science, although the artistic 
side of projections must be admitted — especially, as Mark Twain observed, when 
projections involve the future. Yet the long-term projections of fiscal doom for the 
federal budget have been largely ignored by elected officials from both parties 
(Antos et al. 2008). Even the Obama administration, headed by a president who has 
pledged to cut the deficit in half and a budget director who has been a fiscal hawk 
his entire career, has increased the federal deficit to the previously unheard of level 
of over $1.17 trillion for 2010 (OMB 2009, table S-2, p. 114) (partly justified by 
Keynesian spending to rescue the nation from the worst recession since the Great 
Depression) and at least $1 trillion per year thereafter (with no justification known 
to man or God) (Auerbach and Gale 2009). Evidence that these deficits are out of 
all proportion to any reasonable definition of what government should be doing 
have no impact. Evidence that past deficits have been associated with inflation and 
high interest rates is ignored. Democrats want to expand programs and add new 
ones; Republicans want to cut taxes. Who cares that our children and grandchildren 
must pay the bill? Nothing could provide stronger evidence of the extent to which 
our political parties are driven by their philosophies than their joint willingness to 
bankrupt the nation to achieve their philosophical ends. 

In addition to the power of the statutory continents and the political philosophies 
and historical goals of our major parties, another force that is more powerful than 
evidence is the personal views and political strength of individual politicians. Most 
people familiar with the American system of government have an appreciation for 
the power of the president, but congressional party leaders and committee chairs, 
many of whom are barely known to the public, are also immensely powerful — 
sometimes so powerful they can modify or even defy the agenda of the president. 
Committee chairs have two powers that are especially useful for exercising their 
legislative muscle. First, they can call a public hearing of the committee and then 
invite witnesses that will present the views and policies favoured by the chair. In 
this way, a savvy chair can shape the political debate to tilt toward her favoured 
outcome. Second, when chairs decide to write a bill, they can author the first draft 
of the bill themselves. If they craft their bill properly so that it reflects (or at least 
does not flagrantly violate) the public will and the views of members of their own 
party and if they are clever in building support for their legislative goals, the bill can 
often survive its long legislative journey with many or even most of its major 
provisions more or less intact. Thus, if the chair wants a particular provision 
because his constituents favour it or because his financial backers want it or because 
his political philosophy demands it, the state of evidence for or against the provision 
is of modest, if any, concern. 

I note in passing that a president, chairman, or other powerful political figure who 
thinks evidence should be a major consideration in program enactment and funding 
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could greatly increase the role of evidence in policy formulation. Indeed, as we will 
see, President Obama and his budget director, Peter Orszag, appear to illustrate this 
point in spectacular fashion. 

My goal in this opening section is to lower expectations about the potential role of 
evidence in the policy process because I think it should be clearly understood that 
evidence will only rarely be a dominant force in a debate over policy formulation. 
As suggested by figure 3.1, there are simply too many powerful forces that operate 
above and beyond evidence. When I left the scholarly world to work in the US 
Congress, I thought it was important for the social science community to try to 
convince elected officials that their decisions should be shaped by evidence 
whenever possible. But it did not take long to realise that even the members of 
Congress most disposed to pay attention to social science evidence simply regarded 
it as one small room in the mansion that is political debate and decision making. 
When occasions arose on which I had the opportunity to advise members about 
votes on social programs, my approach was to make them aware of whether there 
was evidence for or against a particular program and some idea of the quality of the 
evidence. Over the years, I dropped the idea that, if only those rascal politicians had 
their heads screwed on straight, they would listen to evidence and even seek it out. I 
regarded my role as being one of slightly expanding the purview of members to 
include at least some attention to evidence. 

Arguably, the best way to bring evidence to the attention of members of legislative 
bodies is to have experts in organisations that elected officials trust report to them 
on a regular basis (table 3.1). In the US capital and in nearly all the state capitals, 
there is at least one organisation that helps legislative bodies keep track of their 
budgets and the cost and budget impacts of specific pieces of legislation. Either that 
budget organisation or other agencies also provide advice to members and 
committees about whether programs are working and whether new legislation is 
consistent with evidence about previous programs.1 The US Congress has three 
agencies of this type that provide reliable and nonpartisan advice: the Congressional 
Budget Office, the Congressional Research Service and the Government 
Accountability Office (formerly the General Accounting Office; see table 3.1). 
These organisations specialise in bringing evidence to bear on the policy process. 
Many of their senior staffers have advanced degrees and know a great deal about 
the programs in their purview, as well as about legislative procedure. All three 

                                              
1 A good example of a state organisation of this type is the Washington State Institute for Public 

Policy. Created by the Washington state legislature in 1983, the institute ‘carries out practical, 
non-partisan research — at legislative direction — on issues of importance to Washington 
State’. Issues studied by the institute include education, criminal justice, welfare, children and 
adult services, health, and general government. See www.wsipp.wa.gove/default.asp.  
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organisations have established a tradition of being nonpartisan and of presenting 
neutral analyses of budget and program issues. Importantly, most members of 
Congress trust them. These organisations, in short, are in position to bring neutral 
and evidence-based positions to the attention of Congress. But, of course, it is well 
beyond their power to make members pay much attention to the evidence. Even so, 
democracies need these neutral and respected agencies in order to know the 
financial implications of pending legislation and to maximise the chance that 
evidence will find an important role in policy debates and decisions. 

Table 3.1 Congressional agencies that provide non-partisan 
analyses 

Agency Year founded Mission 

Congressional Research 
Service (CRS) 

1914 CRS supports an informed national legislature by 
developing creative approaches to policy analysis, 
anticipating legislative needs, and responding to 
specific requests from legislators in a timely 
manner. CRS provides analysis that is authoritative, 
confidential, objective and nonpartisan. 

Government Accountability 
Office (GAO) 

1921 GAO helps Congress improve the performance and 
ensure the accountability of the federal government 
by providing Congress with timely information that 
is objective, fact-based, nonpartisan, 
nonideological, fair and balanced. 

Congressional Budget Office 
(CBO) 

1974 CBO provides Congress with objective, nonpartisan 
and timely analyses to aid in economic and 
budgetary decisions on the wide array of programs 
covered by the federal budget and with any 
information and estimates required for the 
Congressional budget process. 

Sources: See http://www.loc.gov/crsinfo/; http://www.gao.gov/about/index.html; http://www.cbo.gov/aboutcbo 
/factsheet.shtml. 

As it happens, the United States is now in the midst of an episode that nicely 
illustrates the vital role played by one of these nonpartisan analysis agencies. 
President Obama and the Democrats are in the midst of a serious attempt to bring 
universal health care to the nation. Because of the nation’s yawning deficit, the 
President and his budget director, Peter Orszag, have promised to pay for any health 
care expansions that are enacted. However, as almost always happens, when the 
bills began to work their way through Congress in June and July 2009, it became 
increasingly obvious that the Democratic majority — precisely like the Republican 
majority when it enacted the elderly drug benefit in 2002 — found it too difficult to 
include the tough measures that would provide the financing for their new health 
benefits. When the first bill emerged from committee, amidst great claims of 
success by Democrats and the President, Douglas Elmendorf, the Director of the 
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Congressional Budget Office (and himself a Democrat who had served in the 
Clinton administration), testified that the bill was not fully financed and would 
increase the nation’s already spectacular deficit by nearly $240 billion over 
10 years. For this piece of honest analysis, he was berated by leading Democrats. 
Harry Reid, the Democrats’ Majority Leader in the Senate, said that Elmendorf 
should run for office if he wanted to play such a decisive role in legislative battles 
— never mind that making cost estimates is the single most important job of the 
CBO director. Reid was probably upset because he knew that Elmendorf and the 
CBO have much more credibility on budget issues than he and other elected 
officials do. Not surprisingly, the media accepted Elmendorf’s estimate and told the 
nation that the Democrats were trying to pull a fast one (Montgomery and Murray 
2009; Pear 2009). It is precisely for situations like this that ‘Anonymous’ invented 
the old aphorism about the king’s new clothing. 

Having sufficiently lowered expectations about the political power of evidence, I 
now argue that evidence can nonetheless play an important role in policy choice 
under some circumstances. More specifically, in what follows I describe three 
legislative struggles in which evidence from social science research played an 
important role in policy debate. The first example is from the seminal welfare 
reform legislation of 1996, in which several ways that evidence influences policy 
were on display. The second is from a much more concise episode, in which 
evidence formed the basis for a policy choice by the Bush administration and in 
which the evidence was quickly swept aside and cast into a deep and ignominious 
grave. The third is still ongoing and, like welfare reform, shows the power of 
evidence to play an important role in a major congressional debate. 

The Welfare Reform Law of 1996  

Much of the discussion in this section is based on Work over Welfare (Haskins 
2006). I had the good fortune of being a Republican staffer on the Ways and Means 
Committee2 in the US House of Representatives when Republicans won control of 
both houses of Congress in the elections of 1994. Thus, I had a ringside seat for the 
festivities that followed. A small group of Ways and Means Republicans had been 
working on welfare reform for three or four years before 1994, had formed a 
coalition that involved Republican leaders in the House and on other committees, 
and had introduced several bills. Of course, House Republicans had been in the 
minority in the House for four decades and, as usual, their bills were ignored. But 
                                              
2 When referring to the Ways and Means Committee, scholarly and press reports often use the 

phrase ‘the powerful Ways and Means Committee’. I was on the committee staff for four 
months before I figured out that the committee’s official title was not ‘Powerful Ways and 
Means Committee’. 
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once Republicans took over control of both houses of Congress in 1994, the 
importance of their bills and the ideas they represented took a quantum leap 
forward. 

The opportunity for Republicans to fundamentally reform welfare was created by 
none other than the great moderate Democrat, Bill Clinton. In the presidential 
election of 1992, Clinton had led the nation to believe that he was going to ‘end 
welfare as we know it’ (Weaver 2000), but then failed to follow up on his promise 
during his first two years in office. Instead, he squandered much of his prestige and 
power on a health care reform bill that failed completely. He did send a thoughtful 
and sweeping welfare reform bill to Congress late in 1994, but the senior leadership 
of the Ways and Means Committee, joined by the House Democratic leadership, did 
not like the bill and simply ignored it — a clear example of the power of senior 
congressional leaders to shape the fate of legislation, even when it is sponsored by 
the President. 

Unlike Clinton, after the 1994 congressional elections that led to such a surprising 
Republican victory, Ways and Means Republicans had a welfare reform bill ready 
to introduce. Even more to the point, Republicans in the House were united on 
almost all the major welfare reform issues, leaving no doubt that they would be able 
to pass a bill in the House. This they did in short order, although the bill received 
hardly any support from Democrats (194 House Democrats voted against the bill; 9 
voted in favour). In the record time of less than three months from the opening of 
the congressional session, House Republicans sent their bill to the Senate. After an 
exciting and drawn-out drama typical of the Senate, a bill somewhat more moderate 
than the House bill was passed on a surprisingly strong bipartisan vote in the 
autumn of 1995 (only 11 Democrats voted against the bill). A House–Senate 
conference committee then worked to resolve the differences between the two bills, 
and a version of the bill was sent to President Clinton in December as part of a huge 
budget bill designed to reduce the deficit. This compromise welfare reform bill, 
closer to the House than the Senate bill, lost much of its bipartisan support in the 
Senate. In addition, the budget bill of which the welfare bill was only one part was 
strongly opposed by Democrats. Thus, the lack of Democratic support for the huge 
bill in Congress gave cover to President Clinton to veto it. After the President’s veto 
in December 1995, Republicans extracted the welfare reform bill from the budget 
bill and sent welfare reform separately to the president. Clinton vetoed the second 
bill as well. After the president’s second veto, congressional Republicans worked 
with governors on a bipartisan basis, made some important changes in their bill, and 
then passed the revised bill on strong bipartisan votes in both the House and the 
Senate (about half the Democrats in both the House and the Senate supported the 
bill). President Clinton then signed the bill into law on 22 August 1996 (Haskins 
2006). The third time was the charm. 
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I know of no example in which evidence played such a decisive role in a major 
legislative battle. By far the most important role played by evidence was already 
obvious when Democrats, joined by a large majority of Republicans and President 
Reagan, enacted a welfare reform bill called the Family Support Act in 1988. The 
1988 Act, like the more radical welfare reform legislation passed eight years later, 
was designed primarily to boost work by welfare applicants and participants. Even 
in the highly contentious debate of 1996, as well as in the calmer debate of 1988, 
almost everyone believed that programs designed to increase work would actually 
lead more welfare mothers into the labour force and save money. Why did members 
of Congress believe work programs could be so effective? 

The answer is that a body of high-quality research had accumulated, both before 
and after the 1988 reforms, showing that programs that emphasise helping mothers 
on welfare find a job and communicate the clear expectation that mothers should 
work would increase employment and reduce welfare costs. These studies are nicely 
reviewed by Judy Gueron (2003), the former president of MDRC, a widely-
respected research firm that conducted many of the pre-1988 studies.3 I draw 
attention to four characteristics of this line of research because the studies are vital 
to understanding how research could have such influence and perhaps suggest ideas 
for creating future occasions on which research is as pivotal as it was during the 
welfare reform era in the United States. 

The first characteristic, and perhaps the most remarkable, is that the research on 
welfare reform was of such high quality. The remarkable thing about the quality is 
that the field of random-assignment evaluations under real-world conditions was in 
its infancy at the time the studies began in the late 1970s. Before that time, there 
were no major random-assignment studies on welfare demonstrations to test 
whether work programs changed the behaviour of recipients.4 But, starting with 
large-scale demonstrations to test various approaches to increasing work levels, a 
style of research that had immense influence on subsequent welfare evaluations 
began to take shape (Gueron and Pauly 1991). Over the next decade and a half or 
so, numerous studies were initiated that were large-scale; featured random-
assignment; were conducted in cooperation with states and with welfare offices 
within states; were conducted by professional companies that developed great skill 
in both the design of research of this magnitude and in the human-relations and 
organisational capacity needed to conduct complex studies of this type; were often 

                                              
3 For a thorough review of the welfare reform studies, see Besharov (2009b, in press). In the spirit 

of full disclosure, I am now a member of the MDRC board of directors. 
4 The income maintenance experiments were an exception, but they did not test job search and 

similar welfare-to-work programs; see Munnell (1986). 
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funded by a coalition of government and foundations; and featured tests of reforms 
that could be generalised to other settings.  

These studies often involved changes in programs that were not specifically allowed 
by federal welfare statues. What made such studies possible without violating the 
law was that in 1962 Congress had enacted an obscure statutory provision5 that 
allowed the Secretary of the Department of Health and Human Services to waive 
provisions of welfare law in order to test innovative programs. Eventually, about 
40 states conducted demonstration programs under this waiver provision, and most 
of those demonstrations experimented with ways to increase work by parents on 
welfare. The partnership between researchers and state officials who applied for the 
waivers and who often contributed to financing the demonstrations offered a 
durable model for additional studies of research on this scale. One especially 
desirable outcome of this approach is that the research results have a ready-made 
audience of senior government officials who not only support the research but have 
a great interest in learning from the demonstrations because they think the results 
can have wider application and help them achieve the political goals of elected 
officials. 

Another important characteristic of this research is that the demonstrations gave 
states — and in some cases local government — the opportunity to develop the 
practical experience and skills needed to implement these big and unwieldy 
reforms. Imagine two scenarios. In the first, states are required by the federal 
government to do something they had not done before and with which many people 
disagree. The states often use the term ‘unfunded mandate’ to refer to federal 
legislation that requires them to do something that imposes costs on their budgets. 
Given the level of invective states direct at such federal mandates, one way to ruin a 
policy that states must implement is to impose a federal mandate on them. In the 
second scenario, states not only agree with the approach but actually have some 
experience with developing similar approaches and implementing them by their 
own bureaucracies. Welfare reform clearly fell into the second scenario. The 
demonstrations produced a bottom-up movement of people who believed in helping 
mothers work, had the skills necessary to communicate the work requirement to 
mothers, and were learning how to build programs that would successfully help 
mothers find work. Thus, not only did almost every state support the radical reforms 
under discussion in Washington in 1995 and 1996, but they were already in the 
process of developing their own programs that, perhaps with some adjustments, 
would meet the new federal requirements. 

                                              
5 Social Security Act 1962, section 1115.  
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A third characteristic of the demonstration movement was that governors 
themselves began to take notice of their own state programs. Here is some shocking 
news: governors don’t know everything that is going on in their states, even when 
the government they head is sponsoring the activity. Most of the demonstrations 
produced positive impacts on work and saved money — outcomes that governors 
were bound to like. That got their attention. Many governors, both Republicans and 
Democrats, began to laud their own programs and to think about and discuss how 
much more they could do if they had more flexibility from federal requirements. 
Thus, the governors themselves became an important constituency for welfare 
reform — and for implementing aggressive programs once the federal legislation 
passed in 1996. 

Finally, it should not go unremarked that MDRC and the other research companies 
conducting the welfare-to-work experiments developed great skill in bringing 
attention to their findings. Not only did MDRC give snappy testimony and briefings 
to important congressional committees, members, and staffers in Washington, DC, 
and state capitals, but they also developed expertise at working with the media to 
bring attention to their results. MDRC and a few of the other research companies 
thereby fulfilled two important goals that are difficult for individual researchers to 
achieve: they kept up a steady stream of information about successful 
demonstrations to key players in Washington and state capitals, and they stimulated 
media stories about the growing successes of welfare reform. 

By the time President Reagan and the federal Congress decided to reform welfare in 
1988, a background assumption of both Democrats and Republicans was that work 
programs could help mothers get jobs and leave welfare. There was even a 
widespread belief that these programs could save money (Long 1988). So popular 
were these findings that both Democrats and Republicans framed their welfare 
reform arguments around the claim that their fundamental goal was to advance the 
work agenda. Never mind that the 1988 bill actually did little to require anyone to 
work (Haskins 1991). This same understanding of the effectiveness of job search 
programs also served as a background condition for the debate leading to the 1996 
reforms that really did require mothers on welfare to work or suffer rather serious 
consequences. The 1996 debate produced lots of arguing, some of it bitter, but not 
about whether programs could successfully help mothers get jobs and thereby fulfil 
the major goal taxpayers had for welfare reform — requiring work and not 
permitting long stays on welfare that reinforce idleness. The single greatest 
achievement of research in the 1988 and 1996 welfare reform debates was to create 
this background belief, backed by solid data everyone accepted and trusted, that it 
was possible to increase the employment rates of poor mothers and save public 
dollars in the process. 
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I think that almost any reasonable person studying the events I have summarised or 
who participated in them would agree that research and demonstrations on welfare 
reform created an important predicate for both the 1988 and 1996 reforms. In a real 
sense, research was one of the most important factors that created the opportunity 
for the Aid to Families with Dependent Children (AFDC) program, the nation’s 
major cash assistance program for destitute families since the New Deal of the mid-
1930s, to be repealed and replaced by the Temporary Aid for Needy Families 
(TANF) program. Every elected president from Nixon to Clinton, except the first 
Bush, had proposed major welfare reform initiatives, but all the initiatives had 
foundered because they cost too much or failed to find a compromise between 
encouraging work and allowing continued welfare dependency (Haveman 1995). 
But the experimental evidence that welfare mothers could and did find work when 
helped or cajoled into doing so allowed Republicans to argue that they and their 
children would be better off leaving welfare and, eventually, allowed Democrats to 
believe that Republicans might be right. 

Moreover, the work requirements in the Republican bill were based on the 
assumption, well supported by research, that if ways could be found to get more 
mothers to find work, the goal of helping mothers become self-sufficient would be 
advanced. As shown in table 3.2, the major characteristics of the TANF program 
designed by Republicans in 1996 were intended to encourage or, when necessary, 
force mothers into the labour force. Ending the entitlement (the legal right to a cash 
benefit) sent a strong signal that mothers had to work and also made it easier for 
states to establish tough work requirements without violating the mothers’ legal 
rights.  

Table 3.2 Temporary Aid for Needy Families program requirements 

1 End Cash Entitlement 

2 Block Grant Funding 

3 Work Requirements 

4 Sanctions 

5 5–Year Time Limit 

Source: Haskins (2006). 

To make sure that states mounted programs that would require work and that 
mothers would conform to the work expectation, the law included numerical work 
standards that states had to meet. To ensure that states would meet the work 
standards and that individual mothers would comply with the work requirements, 
the law included financial sanctions on states that did not meet the percentage 
requirement (50 per cent of their caseload had to be in work programs when the 
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requirement was fully phased in) and mandatory financial sanctions on mothers who 
did not cooperate with the state work requirements. None of these specific 
provisions by which the work requirements were to be implemented had been 
carefully tested by research, but all were justified indirectly by research because 
they were designed to make sure states established programs that would implement 
the work requirement and that welfare recipients would have a legal duty to 
participate in the work programs. 

While research established a common base of knowledge that programs could help 
mothers on welfare find work, another goal of research is to influence political 
debate so that data and research become a vital part of the discussion on important 
public issues. Most people who have reflected on this goal of research would not 
expect research to be dispositive in settling any particular dispute, but it should 
insert itself into the debate in such a way that all sides must contend with facts 
about the policy problem and potential solutions. Let us now turn to a consideration 
of whether research fulfilled this goal in the case of the 1996 reforms. 

A useful approach is to begin by identifying the major arguments Democrats made 
against the Republican bill and then examine those claims in the light of evidence 
that was available in 1995 and 1996, when the debate was in full bloom. Democrats 
used four major arguments against the approach to mandatory work taken in the 
Republican bill. Perhaps the Democratic argument with the most potency was that 
welfare reform requiring work would harm children. The original purpose of the 
AFDC program was precisely to protect children from the ravages of destitution. If 
Democrats could convince the public that requiring single mothers to work rather 
than entitling them to benefits, as the AFDC program had done, would harm 
children, they would strike a major blow against the bill. 

During the entire two years of congressional debate, however, I never heard a 
Democrat cite any study or other kind of evidence that welfare reform would in fact 
hurt children. There was a rather substantial child development literature on 
whether mothers’ work harmed children, but there were no random-assignment 
studies and the correlational evidence was not consistent in showing harm to 
children, even preschool children (Ainslie 1984; Gruber et al. 1994). Further, little 
of this research had been done on poor mothers. The most potent ‘evidence’ among 
developmentalists was essentially a theoretical argument about disrupting the 
attachment between mother and child if they were separated too often when 
children were young (Bowlby 1969). But even developmental scientists were not in 
agreement that mothers’ work actually disrupted the attachment bond, and the 
empirical evidence was modest to weak. In any case, it was rare to see this body of 
evidence marshalled against the Republican bill on editorial pages, and I do not 
think any member of Congress cited it during committee meetings or during floor 
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debates. Democrats simply asserted that children would be hurt by the Republican 
bill.6 

This issue shows yet again that evidence is not necessarily a trump card in debates 
about important social issues. Under any reasonable set of rules for rational debate, 
assertions such as harm to children should be backed up by evidence. There was 
some evidence (albeit equivocal) available, but it was not used very often, if at all. 
Without evidence, Democrats had a hard time shaming Republicans into changing 
their strong work requirement — especially because millions of American mothers, 
as well as mothers in virtually all the industrial democracies, had been voting with 
their feet on this issue for three decades. If millions of mothers, including college-
educated mothers and single mothers, were flocking to the workforce, how could 
Democrats successfully argue that welfare mothers were hurting their children by 
working when they would also be arguing by implication that millions of other 
mothers were hurting their children (and when many of these middle class working 
women were themselves members of Congress or the spouses of members of 
Congress)? The mass movement by women into the labour force — and even into 
elected office — had been underway for decades, making it all but impossible to use 
the harm to children claim as a reason to kill welfare reform. 

A second major argument Democrats made against the bill was that there were not 
enough jobs available for all the mothers Republicans expected to leave welfare for 
work. Prominent labour economists, such as Rebecca Blank (1995) and Gary 
Burtless (1995), both Democrats, had written about this issue in some depth. Blank 
and Burtless agreed that the availability of jobs was not likely to be a problem, but 
that mothers would be forced by their low level of education to take low-wage jobs, 
and that their advancement to higher wages would be painfully slow. Blank 
analysed the growth in jobs generated by the American economy and compared the 
growth in numbers of people who had jobs during the 1960s, 1970s, and 1980s with 
the percentage increase in the population (table 3.3). In each decade, the growth in 
jobs had exceeded population growth. In other words, the fraction of adult 
Americans with jobs had been increasing for at least three decades. Thus, the best 
evidence indicated that the Democrats’ claim that jobs would not be available was 
exaggerated. But again, evidence on job availability was not often cited and the 
evidence did not prevent many Democrats from simply asserting that there were not 
                                              
6 A host of good studies, many based on random assignment, published after the 1996 welfare 

reform law had passed showed that preschool children were probably helped when their mothers 
went to work (because they went to decent child care centres where they learned more than they 
would have learned at home); children of elementary school age were neither helped nor hurt 
when their mothers went to work; and adolescents may have been modestly harmed, as 
indicated by slight increases in trouble at school when their mothers went to work. See 
Morris et al. (2005). 
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enough jobs, while perhaps adding an anecdote about how hard it was to find jobs 
in their state or district. 

Table 3.3 Changes in US population and employment, 1960 to 1990 
 
Year 

Percentage population 
increase 

Percentage 
employment increase 

Increase in employed 
workers (millions)

1960–70 16.9 19.6 12.9 

1970–80 22.4 26.2 20.6 

1980–90 12.1 18.7 18.6 

Source: Economic Report of the President (1994, table B-33). 

The third argument Democrats made against the bill was that mothers on welfare 
should get more education before being thrown into the job market where they 
would earn only low wages. It was certainly obvious, as Blank and Burtless showed 
with persuasive evidence, that the overwhelming majority of welfare mothers would 
receive low wages. Even so, despite low wages, most welfare mothers who worked 
even half-time would be financially better off than they had been on welfare 
because of cash benefits from the Earned Income Tax Credit, health coverage, food 
stamps and child care subsidies from the nation’s growing work support system (see 
below), which provided cash and in-kind subsidies to low-income working families, 
especially those with children (Coe et al. 1998; Haskins and Sawhill 2009, ch. 9). 

But there was an even more fundamental problem with the argument that mothers 
on welfare should get education and training before being required to work. Despite 
around $240 billion spent on employment and training programs between 1968 and 
1995 (Burke 2003), reviews of this literature showed that most of the programs 
produced modest impacts, if any. As Burtless (1995, p. 100) concluded, based on a 
careful review of these studies, ‘Even though training can improve the earnings 
prospects of women who are dependent on AFDC, it will not cause enough of an 
improvement to remove many low wage single mothers from poverty.’ Other 
reviewers were even less generous in their conclusion about the impacts of 
employment and training programs than Burtless (LaLonde 1995). 

There were other problems with the plea by Democrats for more education and 
training. Demanding that welfare mothers be trained before they could be required 
to work overlooked the fact that the public had already paid many thousands of 
dollars providing a public education to welfare recipients. True, many mothers had 
dropped out of high school, but dropping out was a personal decision. Moreover, 
there were substantial public subsidies available for both education and training that 
mothers on welfare could get on their own. If mothers on welfare wanted education 
and training, there were many federal and state programs that could help them 
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(Crawford 1994). But most welfare mothers did not want training. Perhaps they 
would select education or training if the alternative was work at $7 or $8 an hour, 
but mothers on welfare were not beating down a path to get training on their own. 
Thus, the evidence that training resulted in better jobs was weak, lots of other 
Americans were working for low wages, and mothers on welfare were not 
clamouring for more education and training. What taxpayers and many policy 
makers wanted was for them to fulfil their duty to avoid welfare by finding work. 

Even if the federal Congress had decided to spend additional billions on 
employment and training, it is doubtful that most welfare mothers would have 
gotten jobs that paid much higher wages. Nonetheless, even if they knew the 
research literature on the tepid results from employment and training programs, 
most Republicans were reluctant to cite this literature because it seemed to place 
them in the position of arguing against education. The typical Republican response 
when Democrats urged more education and training was simply to assert that 
welfare reform was about employment. Mothers should be required to work and 
gain some work experience.  

The debate over work vs. education was fascinating because Republicans could 
accurately have made a research-based argument that Democrats were simply 
wrong to think that employment and training programs would provide much of a 
boost to the economic value of welfare mothers in the labour market. Although a 
few Republicans did make this argument, mostly Republicans preferred to simply 
assert that the goal of welfare reform was to increase work, not education. Indeed, 
Republicans often argued, education got in the way of work.7 

A fourth argument made by Democrats was that, even if mothers found work, their 
wages would be so low that they could not survive. The problem with this argument 
was that it ignored the mathematics of the value of benefits available to low-income 
working mothers outside the welfare system compared with the very modest 
benefits available to mothers while they were on welfare. Consider the figures in 
table 3.4. The typical mother on welfare who did not work in 1995 on the eve of the 
welfare reform debate would receive $7774 in cash and food stamps and she and 
her children would be covered by Medicaid. By contrast, if the mother took a job 
for $7.25 an hour, she would have earnings of $15 000, a cash payment of $2842 
from the Earned Income Tax Credit, and $1538 in food stamps, for a total income of 
$19,280 ($17 812 after deducting taxes). A little known fact before the welfare 
debate, often discussed publicly by Republicans during debate on the legislation, 
                                              
7 Even so, the final bill did allow some education to count as work. Ignoring lots of complications, 

states were allowed to fill roughly 30 per cent of their work requirement by placing mothers in 
education and training programs. Despite this provision of the bill, few states chose to put very 
many mothers in education and training programs. 
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was that since the mid-1980s or so the federal government had created or modified 
a series of programs that provided support to low-wage working parents. The 
Earned Income Tax Credit had been dramatically expanded, Medicaid had been 
modified to cover children who were not on welfare, food stamps were available to 
low-wage workers, and the 1996 welfare reform legislation approximately doubled 
the amount of money available for child care. Thus, mothers could greatly increase 
their income by taking low-wage jobs, even if they had $3000 or $4000 in work 
expenses. 

Table 3.4 Is low-wage work a good deal? 
Work vs. welfare, 1996 

Income category Mother on welfare Mother working ($7.25 an hour)

 $ $ 
Earnings 0 15 000 

Earned Income Tax Credit 0 2 842 
Social Security Tax 0 1 148 
State Income Tax  420 
Federal Income Tax  0 

Aid to Families with Dependent Children  5 052 0 
Food Stamps 2 722 1 538 
Medicaid Yes Partiala 
Total (net of taxes) 7 774 17 812 
a The mother had one year of Medicaid coverage, and her children were covered as long as she had low 
income. 

Note: Even if the mother has $4000 or $5000 of work expenses, she would still be better off working, 
especially because states had extensive funds available to pay for child care. 

Source: Committee on Ways and Means, (1996 Green Book, p. 399). 

Research played a major role in setting the stage for welfare reform by convincing 
nearly everyone that good welfare-to-work programs could help mothers find 
employment and save federal and state welfare dollars. But the impact of evidence 
on the specific arguments used by those who opposed or supported the federal 
reform legislation in 1996 was modest at best. Most members did not use evidence, 
even when it was available, to buttress their case, let alone carefully consider 
research evidence in arriving at their position on welfare reform and its various 
features. Plato’s republic of philosophers who make wise policy decisions for 
society has not yet arrived. 



   

 USING EVIDENCE TO 
INNOVATE, IMPROVE, 
MANAGE, BUDGET 

45

 

Using muscle to overcome a negative evaluation: the case of after-school 
programs 

If welfare reform provides a mostly positive example of evidence playing an 
important role in creating agreement on the efficacy of welfare-to-work programs, 
the 2003 Mathematica evaluation of the 21st Century Community Learning Centers 
program provides a far less positive example of evidence influencing policy. 
Initiated by the federal government in 1998 and funded at $1 billion per year, the 
21st Century program provides after-school care that includes the opportunity for 
homework and recreational activities for elementary school and middle school 
students in the afternoon after regular school hours. The typical 21st Century 
program is open five days a week for around three hours a day. Eighty or so 
children are enrolled in most of the programs, which are operated by certified 
teachers and teachers’ aides. A typical schedule is that students arrive after school, 
receive a snack, participate in supervised homework, and then participate in 
organised activities. Some centres offer activities in martial arts, fitness, dance, art 
and music. The goals most frequently cited for the program are to provide a safe 
place for children in the afternoon and to help students improve their academic 
skills. Several reports based on a large-scale random-assignment evaluation by 
Mathematica showed that students in the program, as compared with controls, were 
more likely to be under adult supervision in the afternoon but did not improve their 
academic performance in school. Worse, students in the after-school group were 
more likely to get into trouble in school than control children, and teachers were 
less likely to report that program group students got along well with peers 
(Dynarski et al. 2002; James-Burdumy et al. 2005). Thus, the study found at least as 
many negative as positive impacts. 

When the initial Mathematica study was released in 2003, the Bush administration’s 
Office of Management and Budget (OMB) was preparing the President’s budget for 
2004. Under strong pressure to cut spending in order to reduce the projected 2004 
deficit, OMB decided to use the study as justification to reduce spending on the 
21st Century program by about 40 per cent, from $1 billion to $600 million. The 
President approved this proposal, and OMB put the cut in the President’s budget. 
Here was a clear case in which a random-assignment evaluation found that a 
program produced poor outcomes and was therefore used as a justification to reduce 
funding for the program. 

Under the budget process followed by the federal government, the President 
proposes a budget in February of each year, Congress passes its own budget 
resolution around April, and then committees write legislation to meet the numbers 
in the congressional budget resolution. If the President and Congress are from the 
same political party, which they were in this case, the President’s budget and the 
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congressional budget are often close cousins. The 21st Century program, however, 
was popular among many members of Congress and enjoyed an effective group of 
child advocates arguing against the cut proposed by President Bush. In addition, as 
improbable as it might sound, the famous body builder and actor, Arnold 
Schwarzenegger, entered the action just as the congressional committees were 
making decisions about spending programs. Schwarzenegger was widely known for 
his advocacy of after-school programs and had led the fight on a state-wide 
referendum, enacted by California voters in 2002, which provided funding for a 
state after-school program (Rivera 2002, p. 6). Adding to the fascinating political 
situation, Schwarzenegger was in the final stages of deciding to run for governor of 
California as a Republican and was receiving encouragement from the Bush White 
House to run. Thus, the White House may have been somewhat conflicted about its 
recommendation to cut funding for the 21st Century program. In May 2003, the 
Senate Appropriations Committee held a hearing on its 2004 budget and, knowing 
full well what he would say, invited Schwarzenegger to testify on the 
administration’s proposed cut in after-school programs. When an official 
representing the administration testified in favour of the cut by citing the findings 
from the Mathematica study, Schwarzenegger told the committee: 

It would be a mistake, let me repeat, a big mistake, to use that study as justification to 
reduce current funding levels for after-school programs. Instead of cutting back the 
funding for after-school programs, we should begin to work together to focus on 
finding ways to improve them. (O’Keefe 2003) 

Schwarzenegger did not feel it necessary to refute the study with any data or cogent 
arguments. Rather, he simply said it would be a mistake to use the study to cut the 
program. This is analysis by assertion, but it killed the Bush administration’s 
proposal to cut the program. The Republican Congress ignored both the 
Mathematica study and the Bush administration and went ahead with full funding 
for the program. The lesson here, yet again, is that good evidence does not speak for 
itself in the policy process and is only one — sometimes a rather puny — element 
in a policy debate. Perhaps a few more studies and a continuing string of claims that 
after-school programs are not working would eventually cause Congress to take 
notice. But there was no chance in 2003 that a single study, even a high-quality 
study like Mathematica’s, would overcome the political forces supporting after-
school programs. In this case, star power and political exigency trumped evidence 
— and this particular data-based justification for a cut in the 21st Century program 
has not been heard since. 
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Home visiting programs and child abuse  

The United States has many programs that aim to reduce child maltreatment and 
improve parenting by having trained staff visit pregnant mothers or mothers of 
newborns in their homes and offer them instruction about healthy living, financial 
management, child rearing and similar issues. 8 There are several prominent home-
visiting models, many with written curriculums, trained staff and elaborate 
financing arrangements. Individual programs vary with respect to children’s and 
mothers’ age, the risk status of families served, the range of services offered, and 
the intensity of the intervention as measured by the frequency and duration of the 
home visits. A recent review of these studies for the journal The Future of Children 
found that seven home-visiting programs have evidence from random-assignment 
studies showing that they produced at least one significant effect on parenting 
behaviour or child outcomes (Howard and Brooks-Gunn 2009). 

Arguably, the most notable of these programs is the Nurse–Family Partnership 
program developed by David Olds of the University of Denver. First tested by a 
random-assignment design in rural New York on a sample of poor white teen 
mothers beginning in 1977, the program was later evaluated by random assignment 
in Memphis and Denver. In both replications, some characteristics of the original 
program, as well as the types of participating families, were varied. The original and 
both replications produced significant impacts on several maternal and child 
outcomes and have been reported in refereed journals. In 1996, Olds began 
expanding the program by working with state officials and others while trying to 
ensure fidelity to his program model. By 2008, Nurse–Family Partnership programs 
were being conducted in 25 states. Seldom has an intervention program been so 
carefully tested and expanded with such serious attention to getting new sites to 
maintain fidelity to the program model (Olds et al. 1998). 

The success of the Olds program did not go unnoticed by senior officials in the 
Obama campaign and subsequently the Obama administration. President Obama’s 
2010 budget Blue Print, released in February 2009, included funds for ‘Nurse Home 
Visitation’ modelled on the Olds program (OMB 2009). With this proposal, the 
administration served notice that it intended to fund only programs based on the 
Olds model. 

The president’s intention to fund only the Olds program startled the worlds of early 
childhood education in general and home visiting in particular, because it meant that 
other nationally prominent programs, such as Parents as Teachers and Healthy 
Families America, would be left out. The concerns of these groups were not without 

                                              
8 The summary used here follows Haskins et al. (2009, especially pp. 4–5). 
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merit. Some of them had, as we have seen, been subject to random-assignment 
evaluations. Furthermore, within the scholarly world, some believed that the Olds 
program required further evaluation: there were inconsistencies in the results from 
the three evaluations; the programs had not been subject to evaluation by 
researchers outside of Olds’s team; and the program focused on a narrow group of 
mothers — notably, low-income first-time mothers who agreed, while pregnant, to 
participate in a two-year program.  

With the emphasis on ‘nurse home visiting’ in Obama’s budget Blue Print, the 
debate left the pristine confines of academic journals and conferences and leaped 
into the rough and tumble forum of federal policy making. In this venue, the home-
visiting programs that felt slighted by the President’s budget Blue Print initiated a 
lobbying campaign to broaden the President’s proposal to include additional home-
visiting programs. Many of the programs not singled out by the President were part 
of a long-established coalition of influential and effective Washington child 
advocacy groups that included the Center for Law and Social Policy, the Children’s 
Defense Fund, the Child Welfare League of America and others. The general line 
taken by these programs and their advocates was that Obama’s emphasis on home 
visiting was an important advance for children and families, but that his proposal to 
single out one program for support was ill-advised. All high-quality, evidence-based 
programs, they argued, should be eligible for funding. Not surprisingly, groups 
favouring the Olds program started lobbying, too. All this is standard fare for 
federal policy making. 

Two entries in the debate are especially worthy of note. The Coalition for Evidence-
Based Policy, an influential Washington lobby for high-quality program evaluation, 
declared its support for the President’s decision to fund research-proven home-
visitation programs such as the Nurse–Family Partnership. Run by Washington 
veteran Jon Baron, the coalition has assembled an advisory board that includes 
several noted scholars and others with an interest in applying high-quality evidence 
to policy choice, including a Nobel laureate. In April, the coalition issued a well-
reasoned brief that emphasised its nonpartisan nature as an organisation focused on 
promoting the development of rigorous evidence. Indeed, Baron and his coalition 
have almost single-handedly succeeded in getting many pieces of federal legislation 
to designate funds for program evaluation. Citing an authoritative evidence review 
from The Lancet, a respected medical journal, that found the Olds program to have 
the ‘best evidence for preventing child abuse and neglect’, the Coalition for 
Evidence-Based Policy expressed unqualified support for funding of programs, such 
as the Nurse–Family Partnership, that meet the highest standards of evidence. A six-
page attachment to the brief reviewed evidence from the three randomised 
controlled trials (RCTs) by which the Nurse–Family Partnership had shown its 
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strong impacts, while pointing to deficiencies in the RCTs by which five other 
home-visiting programs had been evaluated. 

Perhaps spurred by the coalition’s brickbat against the non-Olds programs, four 
highly respected scholars, including Deborah Daro of the University of Chicago, 
Kenneth Dodge of Duke, Heather Weiss of Harvard and Edward Zigler of Yale, 
sent a public letter to President Obama. Their soundly argued letter praised his 
proposal for investing in home-visitation programs, but criticised the focus on one 
program model. The impressive quartet argued that a single program model would 
leave out too many at-risk parents. They also cautioned against a sole reliance on 
evidence generated from RCTs, which do not provide guidance on how to scale up a 
model program to serve national needs. Finally, they expressed the view that 
although at-risk families merit the most intensive services, all families should have 
access to early child development programs. The world of social science, it appears, 
does not speak with one voice, and even the best evidence can lead to multiple—
and sometimes directly opposing—conclusions. 

By the time Congress approved its budget resolution in late April, the forces 
supporting the broader language appeared to be making headway, because the 
budget supported home-visiting programs that ‘will produce sizable, sustained 
improvements in the health, well-being, or school readiness of children or their 
parents’ and contained no mention of nurse visiting. Similarly, the Obama language 
on nurses was gone from the final administration budget released in early May. 

The next and critical step was for congressional committees to begin writing the 
new program into law. The chairman of the Human Resources Subcommittee of the 
House Ways and Means Committee, Jim McDermott (a Democrat), was the first out 
of the box. He circulated draft legislation in early June 2009, and then held a 
hearing on his bill on 9 June. Like the budget resolution, the McDermott draft bill 
represents a compromise between the contending forces. Specifically, it would give 
priority funding to programs that ‘adhere to clear evidence-based models of home 
visitation that have demonstrated significant positive effects on important program-
determined child and parenting outcomes, such as reducing abuse and neglect and 
improving child health and development’. Preferred programs must also have ‘well-
trained and competent staff’ and include training, technical assistance and 
evaluation. 

Perhaps the most important sign of the central role being played by evidence in this 
debate is the 8 June blog posting by Peter Orszag, the director of the federal Office 
of Management and Budget and President Obama’s closest adviser on budget 
policy. Orszag asserts that he and the President are placing evidence of program 
success from ‘rigorous’ evaluations (by which he appears to mean RCTs) at the 
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centre of decision making. He states emphatically that the Obama administration 
will evaluate as many programs as possible, cut off funding for those that are not 
working, and expand those that are. In the case of home-visiting programs, he 
endorses the two-tier approach of giving more money to the programs with the 
strongest evidence of success and some but less money to programs that have ‘some 
supportive evidence but not as much’. Orszag also cites several examples of how 
the Administration is expanding funds for conducting rigorous program evaluations 
and then using the evidence to make funding decisions.  

As this episode unfolds, there is a lot to like for those who want to see quality 
evidence play a more prominent role in policy choice. It must be counted as a 
victory for the forces that favour evidence-based policy that the federal policy 
process on home visiting hinges importantly on evidence, a clear sign that both the 
Administration and Congress are giving a prominent place to high-quality evidence 
on successful programs. It also augurs well for evidence that the McDermott bill 
requires continuing evaluation of programs that receive the bill’s funding. Indeed, 
the bill sets aside $10 million in guaranteed funding, mostly for program evaluation. 

Regardless of the outcome, social scientists have taken an important step towards 
the goal of getting policy makers to consider high-quality evidence when making 
program funding decisions. That is a signal achievement for the research 
community — and, in the long run, for the improvement of public programs for 
children and families. As we have seen, the policy process does not often show any 
special deference to arguments based on evidence, but the US Congress and 
executive branch are showing new appreciation for how information can be used to 
fund the best programs that are likely to produce the best benefits for taxpayer 
investments. 

Even so, it cannot be concluded that in recent years social science evidence has 
suddenly become a dominant force in legislative debates, but its status does seem to 
be improving. If the Obama administration actually delivers on the promise by the 
President and his budget director to fund programs that have strong evidence of 
success and to end programs that fail to produce impacts, the importance of 
evidence in political decisions in Washington will take a major leap forward. But 
before fans of evidence-based decisions get too excited, I suggest that they follow 
one round of the annual congressional appropriations process and see how many 
decisions are based on any appeal to evidence. 
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Applying evidence to program management 

I now arrive at the less assertive part of my paper’s split personality. I am by no 
means an expert on management issues. Rather, I have dipped into the management 
literature from time to time over the years, usually when I was curious about how 
data could inform program management. It is also impossible to be in 
Washington, DC, and not notice the many efforts to improve government 
efficiency, especially the Government Performance and Results Act passed in 1993 
and the Bush Administration’s Program Assessment Rating Tool implemented in 
2002. As befits a man with only a modest amount to say, I have made this section 
much shorter than the first. My intent is to discuss five straightforward ideas for 
creating and applying program performance data to management decisions in order 
to build a system of continuous program monitoring and improvement. 

Methods other than random assignment 

In all three examples discussed above, RCT evaluations conducted under field 
conditions played a prominent role. There is impressive — albeit not unanimous — 
agreement in the social science world that RCTs are the most reliable method of 
program evaluation. The Coalition for Evidence-Based Policy, referred to above, 
was established specifically to promote the use of rigorous evidence in assessing 
program effectiveness, especially through the use of RCTs.9 Recently, the 
prestigious National Academies concluded that ‘the highest level of confidence’ in 
evidence of program effectiveness ‘is provided by multiple, well-conducted 
randomized experimental trials’. Indeed, the National Academies went so far as to 
assert that when evidence from randomised trials is not available, ‘evidence for 
efficacy or effectiveness cannot be considered definitive, even if based on the next 
strongest designs’ (O’Connell et al. 2009, p. 371). 

It is difficult not to agree that RCTs provide the strongest evidence of program 
effectiveness. However, it would be naive not to recognise that there are several 
problems with RCTs. The first is cost. It is not at all unusual for a multi-year, multi-
site RCT evaluation on a single intervention to cost $3 million or more.10 The US 
Government, sometimes in cooperation with the states, operates more than 1000 
programs, including around 70 that are major social intervention programs (Brodsky 

                                              
9 See the Coalition for Evidence-Based Policy’s website (http://coalition4evidence.org/wordpress/ 

?page_id=6/). 
10 The cost of an RCT depends in large part on the type of data used to measure outcomes. If 

participants must be interviewed or tested, the costs increase sharply. If, on the other hand, 
administrative outcome data such as data from unemployment records, school records or 
government program records can be used, costs decline.  
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2008). A single evaluation of all 1000 programs could cost as much as $3 billion. 
Even if someone were to present a strong argument that the $3 billion would be well 
spent on evaluations, the current fiscal difficulties of the US federal government, 
which are sure to last for a decade or more, all but preclude finding $3 billion to 
conduct RCT evaluations of all 1000 federal programs. Even if only the 70 major 
social programs identified by the Congressional Research Service were evaluated, 
the price tag could be $210 million (Burke 2003). It follows that there should be 
some set of rules for picking the programs that promise to produce the highest 
return from RCT evaluations. 

Another reason that an exclusive focus on RCTs would be unwise is that there are 
many other designs that have produced results that many social scientists think are 
worthy of attention (Besharov 2009a). Even if RCTs are the most reliable design, 
other designs and methods might be used more cheaply to identify promising 
initiatives that could then be subject to RCTs. Given the difficulty and expense of 
conducting RCTs, it might be argued that they should be saved for only the most 
promising intervention programs. How do we know the most promising programs? 
By using second-best designs and methods. At a minimum, these include regression 
discontinuity, propensity matching, difference-in-difference, fixed effects, 
instrumental variables and interrupted time series, all of which have been 
productively used in evaluating the effects of social programs in the United States 
and abroad (Besharov 2008; Smith 2009). 

Although I remain a huge fan of RCTs, cost considerations plus the availability of 
worthy alternatives leads me to conclude that non-optimum methods will find a role 
in any broad system of evaluating large sets of social programs. 

Test more than one program 

Agencies can almost always identify several potential programs that could address a 
problem under their purview. Almost all preschool and K-12 programs, for 
example, have more than one curriculum designed to help children reach major 
goals such as proficient reading and math or cooperative social behaviour. Both 
RCTs and most of the other methods listed above can handle the simultaneous 
testing of more than one program. The great advantage of simultaneous testing is 
that more can be learned in a fixed period of time, and probably at a lower average 
price. Another advantage is that testing more than one intervention raises the odds 
of finding one that works. Neither politicians nor the public are happy to sit around 
waiting a decade or so while evaluators determine whether a particular program can 
produce reliable impacts. Concurrent testing of differing program models with the 
same goals should be pursued whenever possible. 
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Test current programs against alternative programs 

One of the great problems with RCT designs is that they can leave program 
operators and managers without obvious next steps. In high-stakes evaluations, the 
most reliable information is simply whether the programs produce better results 
than are produced by no program. If there are no significant program-control 
differences, we are left knowing that the particular approach used by one 
intervention program does not work, but with little else. By contrast, if we compare 
a current program with several improved versions of the program or with an entirely 
new approach, the odds of learning something constructive are improved. In 
programs that are already operating at multiple sites, continuous monitoring of data 
on outcomes of interest will often reveal programs or program features seen to be 
producing superior results. Careful study of these outliers that produce impressive 
results can lead to the generation of hypotheses about effective program variations 
that can be tested against less successful programs. In the final stages of testing 
superior programs, after experience with second best but less expensive and time-
consuming methods shows good outcomes, RCTs can be used to provide definitive 
evidence. 

Know the program; study its implementation 

Managers and their staff are often located in government buildings far away from 
the field in which their programs are implemented. In talking with bureaucrats about 
their programs, I often have the feeling that they know very little about the specific 
circumstances under which the programs are implemented, the people carrying out 
the implementation, or the children or adults the program is intended to help. If 
managers are to play a role in identifying ways to improve programs, they must do 
more than read evaluation reports. They must get out into the countryside and get up 
close and personal with their programs and the people implementing and 
participating in the programs. It is the combination of direct observation and 
evaluation reports that will help managers make good use of evaluation results and 
participate in searching for ways to alter the intervention and then test the new 
innovations to determine whether they produce better results. 

Evaluation expert Richard Nathan has recently argued that program evaluations 
should devote more attention to program implementation and the institutions 
responsible for program implementation (Nathan 2009). In the case of national 
reforms, Nathan thinks researchers should visit and study multiple sites using 
whatever methods seem appropriate to find out exactly how field offices are 
implementing reforms. He cites as an example a remarkable study of welfare reform 
implementation following the 1996 legislation by his colleague Irene Lurie (2006). 
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Lurie and her team observed over 1000 interactions between caseworkers and 
clients in 12 local sites to determine how caseworkers conveyed the work 
requirement to families applying for welfare. Summarising a complex set of results, 
a central finding was that, unlike previous iterations of welfare reform that typically 
failed to have impacts on local welfare institutions, caseworkers observed by Lurie 
strongly enforced the work requirement of the 1996 law by telling applicants that 
they had to look for work as a condition of applying for welfare. Nathan’s point is 
that trying to understand policy means trying to understand how the policy is 
actually implemented — if at all — at the local level. He argues further that 
knowledge provided by implementation studies of this type can be a useful 
complement to evaluation studies in allowing program managers to determine the 
effectiveness of programs under their purview and to continuously monitor and 
improve their programs. 

3.2 Summary 

The United States and other Western democracies are developing a worthy tradition 
of subjecting many social intervention programs to RCTs to determine their 
effectiveness. The prestigious National Academies in the United States has 
determined that only RCTs provide ‘definitive’ evidence of program effects. Not all 
researchers agree that RCTs are definitive, but there does appear to be all but 
universal agreement that social science has now developed effective methods of 
determining whether social intervention programs are having their intended 
impacts. 

It is useful to think of using this evidence about program impacts in at least two 
ways. The first is to inform legislative decisions about whether to fund programs. 
This paper shows that there are interesting examples from the United States of the 
application of evidence from program evaluations to legislative decisions. All the 
examples show that many factors besides evidence inevitably play an important role 
in legislative debates, but in some (albeit not all) cases the role of evidence in the 
political debate can be of great importance in determining the outcome. 

The second productive use of evaluation evidence is to provide information to 
program managers about whether their programs are being implemented effectively. 
In this case, since democratic governments tend to be organised by large 
administrative agencies with responsibility for many programs, the question arises 
of whether evaluation information can be built into a centralised system of 
continuous evaluation for the large number of social intervention programs under 
the control of specific agencies. While remaining somewhat sceptical of building 
large, bureaucratic mechanisms that encompass many programs, this paper offers 
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several generalisations about how managers can use evaluation information, both 
from RCTs and from other methods, to improve their programs. 

Program evaluation, especially the RCT, is a reliable and valuable weapon in the 
ongoing effort by democratic governments to provide their citizens with effective 
social programs. There is no question that evaluations of single programs provide 
valid information about program impacts that can be effectively used to 
continuously improve programs. Whether evaluation information can be efficiently 
incorporated into broader, system-wide schemes for monitoring and improving 
many programs remains an open question. 
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Abstract 

Evidence-based policymaking presumes good evidence. This chapter considers 
what policymakers can do to enable and encourage the production of such 
evidence. The core of the chapter reviews the current state of knowledge on 
alternative ways of estimating the causal effects of programs and policies. While 
we highlight the value of social experiments, we also make clear that 
opportunities exist for increasing the quality of the evidence provided by non-
experimental evaluations through improvements in policy design and 
implementation, in the collection of survey data and in administrative data 
systems. We lay out the role that policymakers can play in exploiting these 
opportunities. The chapter also considers programs that affect non-participants 
as well as participants, cost–benefit analysis, potential substitutes for 
econometric evaluation such as performance management and customer 
satisfaction, and institutional changes that could improve the quality of evaluation 
evidence. 

4.1 Introduction 

The success of evidence-based policymaking depends on the quality of the evidence 
that underlies it. In this chapter we consider how policymakers can improve the 
quality of the evidence they use in making policy decisions. We focus almost 
                                              
1 econjeff@umich.edu. 
2 sweetman@qsilver.queensu.ca. 
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exclusively on evidence regarding the effectiveness of programs at changing the 
outcomes of the individuals, firms or local governments they serve. Such evidence 
necessarily plays a key role in cost–benefit analyses designed to guide decisions 
about program initiation, expansion, contraction and termination. The different, but 
important, concerns addressed by audits and process evaluations lie outside our 
scope. 

Our discussion emphasises that policymakers largely determine the quality of the 
evidence that they have available for making policy decisions. They exercise this 
control in a variety of ways, both direct and, more importantly, indirect. Good 
evidence depends on much more than just a demanding client, a topnotch evaluator 
and an adequate budget when commissioning an evaluation. It also depends on 
broader decisions about program design and implementation prior to evaluation, on 
the design and funding of general social science data sets, on the quality of 
administrative data systems, on peer review and on institutions that encourage the 
development of informed evaluation consumers within government. Policymakers 
must also avoid the temptation of thinking that performance management or 
customer satisfaction can substitute for rigorous impact evaluation. 

The rapid pace of methodological development in program evaluation is the 
secondary theme of this chapter. Evaluations that looked good 15 years ago 
sometimes look mediocre now. Policymakers need to have some sense of the 
existence and nature of these developments. At the same time, we have 
endeavoured to keep the discussion accessible to relatively non-technical readers 
while providing numerous references to the literature for readers who want more 
depth. 

We organise the chapter as follows:  

• Section 4.2 considers parameters of interest in impact evaluation, building on the 
basic insight that programs and policies have effects that often differ 
substantially among those they serve, or over time or over space.  

• Section 4.3 forms the main course of our intellectual meal. It reviews the basic 
experimental and non-experimental strategies for estimating the ‘partial 
equilibrium’ impacts of programs. We make the case for doing more 
experiments, but at the same time we highlight for each non-experimental 
methodology what policymakers can do to increase the quality of the evidence 
produced.  

• Section 4.4 considers the difficult problem of accounting for spillovers and other 
‘general equilibrium’ effects that arise when programs have effects on non-
participants.  
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• Section 4.5 considers the notion of a ‘hierarchy of evidence’ that attempts to 
rank the different evaluation methodologies.  

• Section 4.6 discusses ways to improve the practice of cost–benefit analysis while  

• Section 4.7 critiques alternatives to impact evaluation that sometimes distract 
policymakers.  

• Section 4.8 focuses on the role of data quality and what policymakers can do to 
improve it.  

• Section 4.9 provides some suggestions for institutional improvements we think 
would increase evaluation quality.  

• Section 4.10 concludes. 

4.2 Parameters of interest 

Policy discussions often casually refer to ‘the effect’ of a particular program as 
though it constitutes a universal constant. In fact, program effects often vary 
substantially along several important dimensions. The recent literature on 
evaluation has made remarkable progress both conceptually and empirically in 
clarifying the nature of heterogeneous program effects and tracing out the 
implications of heterogeneous effects for the design and execution of evaluations. 

Before delving into the substantive issues raised by heterogeneous treatment effects, 
we need to lay down some conceptual and definitional foundations. We sometimes 
use ‘units’ as a generic term for participants to emphasise that programs may serve, 
say, firms or local governments, rather than individuals. We use the term 
‘treatment’ as a generic term for programs and policies.  

A treatment effect (sometimes called an ‘impact’ or just an ‘effect’) refers to the 
difference a treatment makes in the outcome of a unit. In this regard, we can think 
of each unit as having two outcomes: first, a treated outcome, realised in the 
(possibly counterfactual) world wherein the unit gets treated; and, second, an 
untreated outcome, realised in the (possibly counterfactual) world wherein the unit 
does not get treated. Some readers will recognise this as the so-called ‘potential 
outcomes framework’. The treatment effect (sometimes called the ‘causal effect’) is 
the difference between these two potential outcomes. Put differently, the treatment 
effect consists of the value added to (or sometimes, subtracted from) the outcome as 
a result of treatment. 

Most analyses focus on estimating averages of treatment effects across units. The 
average treatment effect on the treated (ATET), which provides an estimate of the 



   

62 STRENGTHENING 
EVIDENCE-BASED 
POLICY 

 

 

expected difference between the treated outcome and the untreated outcome for 
those who receive the treatment, receives the most attention in the literature. This 
parameter informs a cost–benefit analysis that addresses the question of whether to 
keep or scrap a program in its present form. In contrast, the average treatment effect 
(ATE) estimates the expected effect of a program on all eligible units, whether or 
not they actually participate. This parameter informs a cost-benefit analysis that 
considers whether or not to make a program mandatory. For a program that is 
already mandatory, the ATET and the ATE coincide. For voluntary programs where 
potential participants have some idea of their own treatment effect, we expect 
positive selection on the treatment effect, so that ATET > ATE; put differently, we 
expect that in voluntary programs, participants will have higher impacts, on 
average, than all eligible units, while non-participants will have lower than average 
impacts. For voluntary programs, we might also be interested in impacts at the 
margin of participation; that is, impacts for those units for which a small change in 
costs or benefits would change the participation decision. The mean impact for 
these units (and not the ATET or ATE) should guide decisions about marginal 
expansions or contractions in the number of participants served. These impacts at 
the margin relate to what Imbens and Angrist (1994) named local average treatment 
effects (LATEs), which we discuss in Section 4.3. 

In addition to varying by participation status, treatment effects may also vary among 
subgroups defined by observable characteristics, such as men and women, older or 
younger individuals, larger or smaller firms and so on. This variation may result 
from different patterns of selection across groups due to, for example, differences in 
the cost of participation. If two groups have the same distribution of treatment 
effects, but different costs of participation, the group with a lower cost of 
participation should have a higher participation rate but a lower average treatment 
effect conditional on participation. Variation across groups may also result from 
differences in the appropriateness of the treatment, what we might call the match 
between the treatment and the group. For example, a textbook-based job search 
course may have a larger treatment effect on more educated participants due to their 
presumably greater facility at absorbing written material.  

In some evaluation contexts, such as educational interventions and active labour 
market programs, presentation of subgroup impacts has become fairly standard. 
Differences in impacts across groups that result from differences in the quality of 
the match between the treatment and the group may illuminate aspects of program 
operation not obvious from the overall impacts and so suggest where to focus 
efforts at program reform. Such differences in impacts can also guide efforts to use 
statistical treatment rules to target program services, as described by Lechner and 
Smith (2007) and Blattman (2008), or as in the survey by Smith and Staghøej 
(2010). Such rules formalise the assignment of treatments based on characteristics 



   

 PUTTING EVIDENCE 
IN EVIDENCE-BASED 
POLICY 

63

 

that predict larger treatment effects. Where sample sizes allow it, policymakers 
should want to see, and evaluators should want to provide, subgroup impacts.  

Average treatment effects may also vary in other ways. For example, the impacts of 
active labour market programs may vary over the business cycle, as described by 
Lechner and Wunsch (2009). They may remain stable over time after participation 
as with the US Job Training Partnership Act (US General Accounting Office 1996) 
or they may fade out over time as with the California Greater Avenues to 
Independence (GAIN) program (Hotz, Imbens and Klerman 2006). Impacts may 
vary by local or regional office due to local social or economic conditions or due to 
variation in the quality of program management or program staff. These types of 
variation should interest policymakers as well; they imply a concern at the 
evaluation design stage with ensuring the availability of adequate sample sizes for 
precise estimation of differential impacts over time or across offices or regions. 
Finally, treatment effects may vary across units even within subgroups, or time 
periods, or local offices; Heckman, Smith and Clements (1997), Bitler, Gelbach and 
Hoynes (2006) and Djebbari and Smith (2008), among others, address the related 
conceptual and econometric issues. 

To summarise, the fact that treatment effects vary across units has important 
implications for evaluation design, execution and interpretation. Different mean 
treatment effects address different policy questions and often suggest different 
econometric evaluation strategies. Careful evaluation design should lead to 
harmony among these elements. In addition, designing in sufficient sample size to 
capture variation in treatment effects across key dimensions often adds great value 
to the findings from evaluations. 

4.3 Partial equilibrium evaluation methods 

This section lays out the standard econometric methods used to estimate the impact 
of interventions in a ‘partial equilibrium’ context. Partial equilibrium is economist-
speak for operating under the assumption that the program only affects participants, 
and so does not affect non-participants via spillovers such as displacement in the job 
market or changes in market prices. Section 4.5 considers such spillover effects. 
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Social experiments 

Random assignment and the selection bias problem 

To see the problem that random assignment solves, think about estimating the 
ATET for some voluntary program. The ATET consists of the difference between 
the observed mean outcome of program participants and the counterfactual (and 
thus unobserved) mean outcome that program participants would have experienced 
had they not participated. The first of these presents little trouble to the evaluator, as 
it requires only collection of outcome data on a random sample of participants. The 
second of these presents the evaluator with a much more difficult problem: how to 
estimate what would have happened to participants in the imaginary world in which 
they did not actually participate. We cannot simply draw a random sample of 
eligible non-participants and estimate their mean outcome because we worry (quite 
rightly and with much evidence to back up our concerns) that individuals select 
non-randomly into programs. As a result, a comparison of the outcomes of 
participants with the outcomes of eligible non-participants will conflate the effects 
of the program (if any) with other differences between participants and non-
participants that would have shown up in outcomes even if the program did not 
exist and the participants experienced their non-participation outcomes. For 
example, the participants might have higher levels of education, ability or 
motivation, or be better looking, or just have fewer other things, like young 
children, to keep them busy and so away from the program. The literature calls bias 
that results from non-random program participation ‘selection bias’.  

Randomisation solves the selection bias problem by taking a group of would-be 
program participants and randomly forcing some of them to realise their untreated 
outcome by excluding them from the treatment. In samples of reasonable size, the 
units randomly assigned to the treatment group and allowed to receive treatment 
will have the same pre-program characteristics, both observed and unobserved, as 
the randomly assigned control group that gets excluded from treatment. As a result, 
the mean difference in outcomes between the experimental treatment and control 
groups provides an unbiased estimate of the ATET. Random assignment makes the 
two groups statistically equivalent in all aspects other than access to treatment, with 
the result that only the difference in treatment can cause a difference in outcomes 
between them. 

In the United States, experiments have been applied to policy areas as diverse as 
health insurance, welfare-to-work programs, the handling of calls to the police 
reporting domestic violence, electricity pricing, the negative income tax, and 
abstinence-only sex education. Greenberg and Schroder (2004) document all but the 
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most recent US experiments. The last few years have also witnessed an explosion in 
experiments in developing countries (see for example, Banerjee and Duflo 2009). 
As a result of all these experiments, a large body of knowledge regarding design 
and implementation exists as well as many organisations capable of pulling off 
high-quality experimental evaluations. Thus, policymakers in countries with little 
experience with experimental evaluation have little to fear and much to gain. 

Issues with random assignment 

Burt Barnow likes to say that random assignment is not a substitute for thinking; on 
this theme see the article by Barnow (2010) and also the humorous but pointed 
contribution by Smith and Pell (2003). Indeed, experiments present a more difficult 
evaluation challenge than their basic conceptual simplicity suggests. Experiments 
accomplish one very important thing: they solve the selection bias problem in 
partial equilibrium evaluations in a simple and compelling way. As noted by 
Heckman and Smith (2000), experiments remain subject to all the other issues that 
make empirical program evaluation so much fun, such as outliers, survey non-
response and attrition, error-filled and poorly documented administrative data, and 
Hawthorne effects. Experimental evaluations may also have issues with external 
validity, particularly when relying on volunteer sites. ‘External validity’ refers to 
the extent to which program impact estimates obtained at a given time and in a 
particular place plausibly carry over to other times and places (while ‘internal 
validity’ refers to the applicability of the estimates to the time and place of the 
evaluation). 

As discussed in detail in section 5 of Heckman, LaLonde and Smith’s chapter 
(1999), experimental evaluations also face some issues typically not faced in non-
experimental evaluations. Non-experimental evaluations compare treated units to 
untreated units using the various methods discussed under ‘Selection on observed 
variables’ and ‘Regression discontinuity’ in this section. In contrast, experiments 
often randomly assign access to treatment, rather than treatment itself, with the 
result that in many contexts, not all experimental treatment group members actually 
receive treatment and, less often, some control group members obtain the same or 
similar treatments from other sources. In the presence of treatment group dropout, 
the difference in outcomes between the treatment and control groups now estimates 
the mean impact of the offer of treatment (called in the literature the ‘intention to 
treat’) rather than the mean impact of treatment itself. Things get even more 
complicated with control group substitution into similar services from other sources. 
The articles by Heckman, Smith and Taber (1998) and Heckman, Hohmann, Smith 
and Khoo (2000) and the ‘Instrumental variables’ section below discuss these issues 
in greater depth. 
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An experimental evaluation may require a program to dig deeper into its eligible 
population than it normally would in order to fill up the control group while still 
maintaining its normal scale of operations. In such cases, external validity concerns 
arise because the participant population during the experiment differs from the usual 
participant population. Also, randomised rather than deterministic access to 
treatment may deter complementary investments prior to treatment or may change 
the composition of participants by deterring the risk-averse and attracting the risk-
loving, again raising issues of external validity. 

Though very real and of serious concern, thoughtful experimental design can often 
reduce the practical importance of these concerns; only occasionally do they 
become severe enough to outweigh the general case for random assignment. 

Variants of random assignment 

Random assignment has many uses beyond the estimation of the ATET for use in 
cost–benefit analyses of whether to keep or drop a program. Such uses address 
different questions that sometimes possess equal or greater policy relevance and 
often avoid or reduce political, practical and ethical (see below) concerns related to 
a no-treatment control group. Consider two illustrative real world examples. 

Black, Smith, Berger and Noel (2003) document the clever use of randomisation in 
the Unemployment Insurance (UI) system in Kentucky. Like all other US states, 
Kentucky employs a statistical model to predict the fraction of the (usually) 
26 weeks of UI benefit entitlement each new claimant will consume as a function of 
claimant and local area characteristics. The state then converts this predicted 
duration into a score between one and twenty, with twenty indicating benefit 
eligibility exhaustion and one indicating a very short predicted duration. In each 
local UI office in each week, the state assigns new UI claimants to receive (or not) 
mandatory reemployment services based on their score. Assignment starts with the 
highest score in a given office and a given week and proceeds until it runs out of 
slots or claimants. In many cases, for the marginal score (the one where the slots run 
out) the number of claimants with that score exceeds the number of remaining slots; 
these slots are randomly assigned. This scheme passed the scrutiny of sceptical state 
officials who were concerned that the alternative of randomly assigning all 
claimants, including those with long predicted durations on UI, would break the 
state budget. 

The ‘randomisation at the margin’ approach used in Kentucky has many positive 
aspects, including low cost, no direct caseworker involvement, and staff perceptions 
of fairness. Moreover, it provides compelling experimental evidence that addresses 
the question of the effects of the mandatory reemployment services requirement on 
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claimants just at the margin of having it imposed. As the primary policy question in 
this area concerns small increases or decreases in the budget rather than program 
termination, this evidence corresponds to the cost–benefit analysis of greatest 
current policy interest. 

McConnell, Decker and Perez-Johnson (2006) experimentally evaluate three 
alternative ways of structuring the ‘Individual Training Accounts’ (ITAs) provided 
to some participants in the US Workforce Investment Act (WIA) program. The 
three alternatives ‘vary in whether counseling is mandatory, whether the counselor 
is asked to direct the participant in their training choice and can veto the 
participant’s ultimate choice, and whether the value of each ITA is preset or 
determined by the counselor.’ Everyone receives services but important aspects of 
the service delivery process differ among the three treatment arms. The policy 
question addressed in this evaluation concerns not keeping or scrapping the WIA 
program, nor expanding or contracting it, but rather how to operate the ITA 
component of the program most effectively. Other variants of random assignment 
include randomised rollout of programs too big to put in place in all locations at the 
same time, and randomised encouragement designs, as described by Hirano, 
Imbens, Rubin and Zhou (2000), that randomly assign not treatment but an 
incentive to participate in the treatment.  

In short, given the tremendous variety of possible randomised designs, we can 
hardly overemphasise the potential to conduct persuasive yet inexpensive (and 
relatively uncontroversial) experimental evaluation. 

Ethics, politics and experiments 

Policymakers sometimes express ethical concerns with the random service denial 
inherent in random assignment designs with ‘no treatment’ or even ‘less treatment’ 
control groups. In our view, these ethical concerns often simply provide cover for 
policymakers who prefer not to have clear evidence on program effectiveness, 
perhaps because they think the program would not pass a benefit–cost test even 
though it succeeds in transferring public resources to favoured groups such as 
providers or clients.  

While noting the potential for ethical misrepresentation, advocates of experiments 
can also address such concerns directly. First, evaluation efforts should focus on 
programs whose impacts and cost–benefit performance remain uncertain. In such 
cases, there is no way to tell in advance whether the control group is being 
randomly punished through denial of valuable services or randomly saved from 
having its time and effort wasted on an ineffective treatment. Second, the 
government can always compensate experimental participants for contributing to 
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the public good of knowledge creation. Unlike the case of some medical treatments, 
only modest payments should quell any ethical concerns for most social policies. 
Third, an alternative and perhaps weightier ethical concern militates in favour of 
random assignment where possible. Is it really ethical for policymakers to spend 
public money (implicitly taken by force from taxpayers) on programs without a 
compelling evidentiary basis, when they could easily bring about the production of 
such evidence? 

Selection on observed variables 

Consider the case where non-random selection into treatment occurs but the analyst 
observes all the variables with important effects on both participation and on the 
outcome of interest in the absence of participation. Economists call this case 
‘selection on observed variables’ while statisticians call it ‘unconfoundedness’.  

Selection on observed variables represents a very strong assumption indeed! In our 
view, most evaluations that rely on this assumption fall far short of this standard, 
sometimes because of data limitations and sometimes, more broadly, because we 
simply lack the knowledge in many policy contexts of what variables to condition 
on. Successful application of this strategy requires careful thought about the 
institutions and the economics of the situation in order to make the case that all of 
the variables that both theory and existing empirical knowledge suggest should 
appear among the conditioning variables in fact do so. Making this case requires 
much more than just saying that the evaluation uses ‘rich’ data containing a large 
number of variables, though many evaluations offer up only this unconvincing 
justification. It is not the number of conditioning variables that matters, but rather 
having the ones that make the ‘selection on observed variables’ assumption 
plausible. 

When relying on the selection on observed variables assumption, analysts typically 
employ either a parametric linear regression model or else some sort of weighting or 
matching estimator, such as inverse probability weighting or propensity score 
matching. In general, weighting and matching estimators represent the first choice 
for various technical reasons, provided the sample size justifies their use. See, for 
example, the methodological discussions by Heckman, Ichimura, Smith and Todd 
(1998), Angrist (1998), Smith and Todd (2005), Caliendo and Kopeinig (2008) and 
Busso, DiNardo and McCrary (2009a, 2009b). 

Policymakers and evaluators can take many steps to make the evidence provided by 
evaluations based on the selection on observed variables assumption more 
compelling. The design of the program can include explicit guidance regarding the 
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factors that gatekeepers should use in making access decisions, which serves to 
clarify important matching variables. Process evaluations can provide further 
information about the factors influencing participation decisions. Collecting data on 
factors that often go unmeasured, such as the attitudes toward work, future 
orientation (that is, discount rate), risk aversion, motivation, social and other non-
cognitive skills, and cognitive ability of potential program participants, could also 
make the selection on observed variables assumption more credible. 

A larger literature suggests the value in many substantive contexts of flexibly 
conditioning on past outcomes measured at a relatively fine level of temporal detail. 
In the context of active labour market programs, see, for example, the articles by 
Card and Sullivan (1988), Heckman, Ichimura, Smith and Todd (1998) and Dolton 
and Smith (2010). Collecting such data, or obtaining it from administrative records, 
is often a more or less necessary condition for relying on methods that assume 
selection on observed variables. In addition, policymakers can require formal 
sensitivity analyses along the lines of those in the articles by Altonji, Elder and 
Taber (2005) and Ichino, Mealli and Nannicini (2008) that indicate the inferential 
consequences of departures from the selection on observed variables assumption. 
Finally, and perhaps most importantly, policymakers can fund basic social science 
research on the determinants of participation and outcomes that provide the 
foundation for choices about data collection and analysis and for arguments about 
the plausibility of the selection on observed variables assumption for particular 
combinations of treatment, data and outcomes. 

Instrumental variables 

Instrumental variables (IV) can sometimes provide consistent estimates in contexts 
where selection into a program occurs on variables unobserved by the analyst, 
rendering the methods described above under ‘Selection on observed variables’ 
inappropriate. An ‘instrument’ (nothing to do with marching bands) is a variable 
that affects participation in the program but is not correlated with outcomes other 
than through its affect on participation. The classical bivariate normal selection 
model for which Heckman (1979) developed a famous estimator represents a close 
cousin to IV; all of the same comments apply.  

A good instrument has two properties. First, it strongly predicts treatment receipt, 
where the recent technical literature precisely defines how strong is strong enough. 
On this point, see the oft-cited paper by Bound, Jaeger and Baker (1995) and the 
literature it spawned. This property has the pleasant feature that it lends itself to 
easy testing using the available data. The better the instrument predicts 
participation, the more powerful (in the statistical sense) the analysis for a given 
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sample size or, put the other way, the stronger the instrument the smaller the sample 
required to obtain a given level of statistical power. 

Second, a valid instrument affects outcomes only through its effects on the 
treatment, conditional on the included covariates. For example, intellectual ability 
does not represent a good instrument for schooling in an analysis of labour market 
outcomes, because while intellectual ability has a strong positive relationship with 
schooling attainment, and so possesses the first property of a good instrument, it 
also affects labour market outcomes directly, conditional on years of schooling. Put 
differently, even within groups with the same amount of schooling, intellectual 
ability will still predict labour market outcomes, and so it lacks the second property 
of a valid instrument. In contrast, random assignment yields an ideal instrument in 
the form of the indicator variable for belonging to the treatment group. By 
construction, this variable predicts treatment but has no relationship to outcomes 
other than through its effect on treatment. The search for instrumental variables in 
policy evaluation represents a search for variables that embody similarly random 
variation in program participation. 

In general, there is no way to test the second property of a good instrument short of 
running an experiment. Instead, the analyst must make the case for the instrument 
using the relevant theory, along with information about the institutional context and 
prior knowledge regarding the determinants of treatment and outcomes. This 
process of argumentation renders instrumental variable estimates controversial in 
many contexts. Chapter 4 of Angrist and Pischke’s book (2009) provides a good 
conceptual introduction to instrumental variables. Blundell, Dearden and Sianesi 
(2005) explicate and apply IV methods (as well as the bivariate normal selection 
model) in the context of a study of the effects of schooling on labour market 
outcomes. Heckman, Tobias and Vytlacil (2001) provide a broad conceptual 
framework for thinking about instruments. 

Where do good instruments come from? Sometimes nature provides instruments, as 
when Kochar (1999) uses weather as an instrument for agricultural income or when 
the sex composition of the first two children serves as an instrument for the total 
number of children in the Angrist and Evans study (1998) of the effect of children 
on women’s labour supply. Sometimes social events provide an instrument as in the 
Evans and Lein study (2005) that uses a bus strike in Philadelphia to study the 
impact of prenatal care on low income mothers. In other contexts, nature and 
institutions combine as in the paper by Evans and Kim (2006) that uses random 
variations in emergency room admissions on the weekend to study the impact of 
nurse-to-patient ratios on patient outcomes. And sometimes government itself 
provides an instrument, as with the variation in funding levels between jurisdictions 
that cut across the same local labour market employed in the study by Frölich and 
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Lechner (2010). In each of these cases, the researchers can make a good case that 
their instrument has both of the properties of a good instrument described above. 

The literature on applied econometrics has spent the last decade or so coming to 
grips with the fact that analyses using instrumental variables generally estimate a 
somewhat unusual treatment effect parameter. In particular, under some (usually 
innocuous) assumptions they estimate the impact of the treatment on those whose 
treatment choice depends on the value of the instrument. Economists call this the 
‘local average treatment effect’ (LATE) and statisticians call it the ‘complier 
average causal effect’ (CACE) where the compliers are those who change their 
treatment status when the instrument changes. 

It helps to consider a couple of examples. In an experiment with treatment group 
dropout and control group substitution, the LATE is the impact on those who would 
receive treatment if assigned to the treatment group but not if assigned to the control 
group. In the context of the bus strike paper cited above, the analysis estimates the 
mean impact of prenatal care on those who would obtain prenatal care when there is 
not a bus strike, but who do not obtain it when there is a bus strike. Or consider the 
literature that uses variation over time or over jurisdictions in the compulsory 
schooling age to estimate the labour market impact of additional schooling, such as 
the article by Oreopoulos (2006). Changes in the compulsory schooling age induce 
variation in schooling levels only for a particular subset of the population. For 
example, increasing the age from 16 to 17 years in the North American institutional 
context will affect only those individuals contemplating dropping out prior to high 
school completion. The resulting treatment effect of additional schooling refers only 
to those individuals whose schooling changes as a result of the policy change, and 
not to individuals who would go to college or university regardless of the value of 
the compulsory schooling age. 

It follows quickly from the insight that each instrumental variable estimates a LATE 
to the insight that different instrumental variables will estimate LATEs 
corresponding to different complier groups. Some instruments will estimate LATEs 
of great relevance to policy, while others will not. In general, no instrument will 
estimate the ATET parameter, which means that instrumental variables estimates 
typically cannot directly answer the ‘keep it or cut it’ question that underlies most 
cost–benefit analyses. On the other hand, an instrument that varies, say, the costs of 
program participation at the margin, may provide exactly the parameter of interest if 
the relevant policy dimension consists of modest spending increases to reduce the 
costs of program access (or small cuts that would increase those costs). Recent 
papers by Deaton (2009), Heckman and Urzua (2009) and Imbens (2009) debate 
this and related issues. 
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The quality of the estimates obtained by applying IV methods depends on the 
quality of the instrument. A weak or invalid instrument may be worse than no 
instrument. Good instruments can be obtained in one of three ways: clever data 
collection, exploitation or creation of useful institutional variation, and 
randomisation. Obtaining good instruments is facilitated by careful planning at the 
program design and implementation stage (to produce that useful institutional 
variation) and at the time of evaluation design. Collection of high-quality data aids 
in instrumental variables analyses as well, whether because the data contains 
potential instruments or because having better conditioning variables available 
makes it more plausible to assume that an instrument generated outside the data 
(that is, from institutional variation) satisfies the second property discussed above.  

Longitudinal methods 

Longitudinal methods use variation over time in treatment status to estimate the 
impact of treatment. The simplest longitudinal method consists of a comparison of 
outcomes before and after treatment. This before–after estimator can be applied to 
individuals, as when comparing outcomes before and after participation in a training 
program, or to a jurisdiction, as when comparing alcohol-related fatalities at the 
state level before and after a change in the minimum legal drinking age. The 
implicit assumption underlying before–after comparisons is that in the absence of 
the treatment or policy change, outcomes in the ‘after’ period would have been the 
same as (at least in expected value terms) the outcomes in the ‘before’ period. 
Sometimes this assumption makes sense and other times it does not. It fails when 
other factors affecting outcomes also change over time. For example, in the training 
program case, an individual might choose to participate in training following job 
loss. If the individual would have found a job reasonably quickly even without 
training, then a before–after comparison that includes the period of unemployment 
prior to the start of training produces an upwardly biased estimate of the effect of 
training on earnings. In the case of the minimum legal drinking age, a change in the 
fraction of the population between the ages of 18 and 22 or changes in related 
policies, such as the blood alcohol level used to define drink-driving, at around the 
same time might confound a causal interpretation of the before–after outcome 
difference. 

Concerns about the plausibility of simple before–after comparisons have led many 
researchers to prefer the ‘difference-in-differences’ estimator. This estimator 
compares the before–after change in outcomes of the treated units to the before–
after change in the outcomes of a sample of untreated units. This estimator is a 
special case of a more general class of panel data estimators that rely on within-unit 
variation over time to estimate the impacts of programs or policies, using untreated 
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units to control for common trends in outcomes. Both difference-in-differences and 
more general panel data studies rely on the assumption that, in the absence of the 
program or policy, the beforeafter change in outcomes for the treated units would 
equal (at least in expectation) that for the untreated units. Put differently, any 
differences between the treated units and the untreated units must remain constant 
between the before and after periods or, in the case of more general panel models, 
over the period covered by the data. Some parts of the literature refer to this 
situation (perhaps a bit misleadingly) as a ‘natural experiment’; for further 
discussion see for example, Meyer’s article (1995). 

In certain contexts, the assumption of a common change in expected outcomes 
between treated and untreated units in the absence of treatment will make sense 
when an assumption of no change in outcomes in the absence of treatment for the 
treated units would not. At the same time, difference-in-differences is not a panacea. 
In cases where the treated units select into treatment based on transitory outcome 
changes, the difference-in-differences assumption fails. Thus, much of the 
intellectual action when considering evaluating a program or policy using these 
methods centres on learning about how the treated units came to be treated when 
they did. The analyst must also worry about anticipatory effects in the form of 
changes in behaviour prior to a treatment actually starting but as a direct result of its 
impending arrival, as when customers rush to buy prior to a sales tax increase.  

Some examples of studies from the literature that use this method will help to 
clarify the picture, and to illustrate the many different types of comparison groups 
employed within this estimation framework. Heckman and Smith (1999) apply 
difference-in-differences in the context of a job training program. The comparison 
group consists of eligible non-participants in the sample local labour markets as the 
participants. Using an experimental benchmark, they find that that difference-in-
differences performs poorly in this context, exhibiting both bias and strong 
sensitivity to the choice of particular before and after periods. This poor 
performance results from the fact that training program participants select (in part) 
into training based on transitory labour market shocks — typically job loss.  

The famous minimum wage paper of Card and Krueger (1994) provides an example 
of difference-in-differences applied at the jurisdictional level. Their paper, as well 
as the companion paper by Neumark and Wascher (2000) that uses (arguably) better 
data and obtains a somewhat different answer, compares the changes in 
employment in a set of fast food restaurants in a local labour market that straddles 
the New Jersey and Pennsylvania border before and after an increase in the 
minimum wage that affects only New Jersey. The focus on a single labour market 
plays a key role in the plausibility of the estimates, though it also raises the 
possibility of spillover effects. Milligan and Stabile’s evaluation (2007) of changes 
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to Canada’s National Child Benefit using both differences-in-differences across 
provinces provides another example using jurisdictional policy variation. 

In the United States, state level policies ranging from right-to-carry (a gun) laws to 
minimum legal drinking ages have had their effects estimated via panel data models 
applied to state level data on policies and outcomes. Many of these studies fail to do 
much to justify the application of these methods, which is to say that they do little to 
convince the reader that the timing of policy changes at the state level does not 
depend on transitory changes in the outcomes of interest. The United States has 
something of an advantage in the application of panel data methods to policy 
evaluation compared to countries with smaller numbers of jurisdictions because it 
has 50 states rather than six states as in Australia or 10 provinces as in Canada. This 
additional variation provides useful degrees of freedom and leads directly to a 
recommendation to the governments of countries like Australia and Canada to break 
up large states and provinces into smaller ones so as to facilitate policy 
experimentation and evaluation (!). 

Discussions of the econometrics of longitudinal evaluation methods can be found 
throughout the literature. Moffitt (1991) provides an accessible introduction. 
Wooldridge (2002), Cameron and Trivedi (2005) and Angrist and Pischke (2009) 
provide textbook treatments. Bertrand, Duflo and Mullainathan (2004) highlight 
important issues regarding calculation of the standard errors when applying 
longitudinal methods. Heckman and Hotz (1989) highlight the use of additional 
periods of data to do tests of the assumptions underlying longitudinal evaluation 
methods. Heckman (1996) critiques the application of difference-in-differences 
methods. 

Policymakers have almost complete control over the ability of researchers to apply 
longitudinal methods to the evaluation of treatments at the jurisdictional level. 
Many programs roll out over time rather than all at once to avoid administrative 
overload and to allow later implementing jurisdictions to learn from the early 
movers. Randomly assigning the order in which jurisdictions implement a program, 
as in the rollout of the PROGRESA conditional cash transfer program in Mexico, 
represents a gold standard. Absent random assignment, trying to avoid rolling out 
programs in a way that is correlated with the outcomes it is designed to affect is a 
second best. Regardless of what is done, carefully documenting the decision rule 
used to order the rollout and the actual timing of implementation on the ground at 
least gives the evaluator a fighting chance. 

Beyond program implementation, the ongoing collection of large social science 
panel datasets that include information on the geographic location of respondents, 
along with detailed information on program participation and outcomes at a 
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relatively fine level of temporal detail, facilitates the application of longitudinal 
methods to the evaluation of both individual level treatments and jurisdiction level 
treatments. Panel data sets represent a complement to, rather than a substitute for, 
quality administrative outcome data at the jurisdictional level, as with data on 
alcohol-related traffic deaths or receipt of income assistance. A key in both cases is 
having data on outcomes that begins prior to the treatment under study. 

Regression discontinuity 

Regression discontinuity (RD) designs exploit discontinuous changes in treatment 
receipt that result from discontinuities in program rules. The RD estimator has the 
great virtue of conceptual simplicity. In situations where assignment to treatment 
depends on a continuous variable, such as a test score or proposal rating, and where 
the probability of treatment changes abruptly at a particular value of the continuous 
variable, a comparison of mean outcomes just above and just below the cut-off 
value can provide a compelling source of information about treatment effects. The 
literature calls the continuous variable that determines treatment assignment the 
‘running variable’ and the particular point at which the probability of treatment 
changes abruptly the cut-off value or discontinuity (from which comes the name 
regression discontinuity). The econometric literature defines a number of different 
estimators for the RD case, but they all just represent different ways of taking 
averages of outcomes on the two sides of the discontinuity. 

In thinking about exactly what treatment effect gets estimated in the context of a 
particular discontinuity, it helps to distinguish between what the literature calls 
‘sharp’ and ‘fuzzy’ RD designs. In a sharp design, the probability of treatment 
moves from zero to one the discontinuity point. In this case, RD identifies the 
average treatment effect for units whose characteristics put them at the 
discontinuity. In a fuzzy design, the probability of treatment need not equal zero or 
one on either side of the cut-off but it must vary discontinuously at the cut-off. For 
example, a senior citizen discount on publicly provided flu shots could induce a 
discontinuity in the probability of receiving a flu shot at age 65. In the United 
States, the distribution of ages at which children start the first year of primary 
school corresponds to a fuzzy design at the nominal age cut-off due to selective 
choices by parents and administrators to advance or delay particular children 
relative to the norm. In the fuzzy case, under certain pesky but often plausible 
additional assumptions, one can estimate the LATE on those units who change their 
treatment status at the cut-off value. For example, in the case of the flu shots, a 
comparison of health outcomes on either side of the cut-off at age 65 would yield 
the mean impact of receiving a flu shot on individuals aged exactly 65 who would 
not get a shot without the discount. It does not provide information about the impact 
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of a shot on those who would get one with or without the discount, or who would 
not get one with or without the discount. 

In both the sharp and fuzzy cases, generalisation of the estimated impacts to units 
with values of the running variable other than the value at the cut-off requires 
additional assumptions; the plausibility of such assumptions will depend on both 
prior knowledge, such as how the mean outcome varied with the running variable in 
periods prior to the implementation of the treatment, and on the institutional 
context. 

A few examples will help to clarify the mechanics and the usefulness of RD. 
Perhaps the most well-known RD evaluation in the US context is that of the 
Reading First program commissioned by the Institute for Education Sciences of the 
US Department of Education and executed by Abt Associates and MDRC; see the 
final report by Jackson et al. (2007) for more information. This evaluation relied on 
the discontinuity created by the use of an index score to assign Reading First grants 
and found no real effect of Reading First on the outcomes of primary school 
children. Of course, these results apply only to schools near the discontinuity, a 
point missed in much of the discussion surrounding the evaluation, including the 
Dillon article (2008) in the New York Times. 

Lee and McCrary (2009) examine the effect of punishment severity on criminal 
behaviour using the discontinuity in the US legal system between the punishment 
regime for juveniles (age less than 18 years) and adults (age 18 and above). Their 
setup has two main virtues: lots of data around the discontinuity and a very strong 
treatment due to large differences in severity between the juvenile and adult 
punishment regimes. Indeed, much to the surprise of pretty much everyone, they 
find only a very small change in criminal behaviour at age 18, indicating, at least for 
this age group, either a very present-oriented outlook or a very small response to 
anticipated punishment or both. 

The foundational papers in economics are by Goldberger (1972a, 1972b, 2008), and 
consider a compensatory education program allocated according to a test score, with 
students scoring below a cut-off assigned to the program and those scoring above 
the cut-off not. Cook (2008) gives a broad history of RD in the social sciences. For 
methodological details on RD see the surveys by van der Klaauw (2008), Imbens 
and Lemieux (2008), and Lee and Lemieux (2009) and chapter 6 of Angrist and 
Pischke’s book (2009). McCrary (2008) provides a useful test of the assumption of 
no manipulation of the running variable around the cut-off. 

The opportunity to estimate impacts using RD methods depends almost entirely on 
program design decisions made by policymakers and program managers. Many of 
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the existing evaluations using RD methods rely on the ‘luck’ of having available 
institutions that happen to embody useful discontinuities. Policymakers and 
program operators should think prospectively about how to design programs to 
embody discontinuities that will yield useful impact estimates. 

Successful use of a discontinuity design in program evaluation demands more than 
just a discontinuity in program eligibility rules or in the costs of program 
participation. The discontinuity must build on a variable that both the program and 
the evaluators can measure without much error and that potential participants or 
program staff cannot easily manipulate in order to change their status. For example, 
a generous subsidy to firms with 10 or fewer employees will induce some firms to 
change their number of employees from 11, 12 or 13 down to 10 in order to qualify 
for the subsidy. Such behaviour invalidates the regression discontinuity design, as 
the firms on one side of the margin (with 10 employees) no longer look like the 
firms on the other side of the margin (with 11 employees) due to the self-selection.  

When relying on an age cut-off in a discontinuity analysis, the analyst must address 
the potential for spillovers, as in De Giorgi’s study (2008) of the British New Deal 
for Young People (NDYP). His analysis relies (in part) on comparing the labour 
market outcomes of young unemployed people just above and just below the age 
cut-off for NDLP eligibility. To the extent that these young people represent close 
substitutes in the labour market, we would expect the existence of the program to 
have effects on both. Using either calendar time or age to define a discontinuity also 
raises the potential for anticipatory behaviour that has the potential to bias the 
estimated treatment effects. 

Program designers need to locate the discontinuity at a point with many potential 
participants, so that sufficient data will exist to estimate a treatment effect with 
reasonable power; a sometimes difficult standard to reach given that sample sizes 
required for discontinuity designs typically exceed those for randomised trials with 
comparable power, as documented by Schochet (2008). Finally, the discontinuity in 
the policy variable must generate a corresponding discontinuity in treatment receipt. 
These criteria represent a tall order for program designers, and even when satisfied 
the evaluation still yields (as noted earlier) an estimated treatment effect only at the 
discontinuity. At the same time, a well-executed evaluation using regression 
discontinuity methods has nearly the same credibility as a well-executed 
experiment. 
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Other partial equilibrium evaluation methods 

It is worth briefly commenting on some other partial equilibrium evaluation 
approaches. Process evaluations, such as the fine examples by Doolittle and Traeger 
(1990) and Kemple, Doolittle and Wallace (1993) from the US Job Training 
Partnership Act (JTPA) experiment, examine the flow of money and participants 
within programs. They have great value, but represent a complement to, rather than 
a substitute for, the sort of impact evaluation considered in this chapter. We have 
much the same view of comparative case studies, which can add richness to our 
understanding of outcome differences between programs or between sites within a 
program but cannot substitute for large sample econometric evaluations. Lab 
experiments have also started to play a small role in the evaluation literature (see, 
for example, Eckel, Johnson and Montmarquette 2005, Eckel et al. 2007, and Falk 
and Fehr 2003). In our view, lab experiments have the potential to play a small but 
useful role in evaluation going forward, though it will take some time for the lab 
experimenters to learn to think like evaluators and for evaluators to learn that lab 
experiments present more challenges than it might appear from outside. The 
hierarchical linear models, sometimes called multilevel models, widely used in 
education research (see, for example, Raudenbusch and Bryk 2001) represent not a 
separate method but rather a particular framework within which to apply the 
methods already described. This approach has the advantages of focusing attention 
on correct calculation of the standard errors for group (usually classroom or school) 
level treatments, of encouraging careful thought about causal relationships across 
institutional levels and of highlighting heterogeneity in the effects of treatments. 
Finally, structural methods (as economists use that term) rely on economic theory 
and related functional form assumptions to fill in for missing data. In the right hands 
the structural approach can add powerfully to the approaches already described. 
Todd and Wolpin (2005) provide an excellent example of the partial equilibrium 
structural approach. 

4.4 Spillovers and general equilibrium effects 

We now consider the effects of programs on persons or organisations or markets 
that do not directly participate in them. Such spillovers may accrue directly, as 
when a training program improves life for the family members of the trainee or an 
educational intervention reduces crime, or indirectly, via the operation of labour and 
product markets (or even changes in norms). Economists refer to indirect spillovers 
as general equilibrium effects. For example, a job placement program that helps one 
group of people find jobs may simultaneously make job finding more difficult for 
another group for whom they represent substitutes in production. Ethanol subsidies 
in the developed world may drive up the price of food in developing countries. 
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These external costs and benefits have proven, in general, quite difficult to pin 
down, but we argue that, contrary to the belief implicit in much of the literature, 
‘difficult to estimate’ does not imply ‘equals zero’.  

Evaluations can often pick up direct spillovers via thoughtful data collection. For 
example, an educational intervention increasing the amount of classroom time 
devoted to mathematics in primary school should collect outcome data not only on 
math achievement but on achievement in the subjects whose classroom time gets 
reduced. Evaluations of labour market programs should collect data on criminal 
behaviour, as in the US National Job Corps Study, where reductions in crime 
represent an important component of program impacts, and on children, as in the 
Morris and Michalopoulos analysis (2003) of Canada’s Self-Sufficiency Project.  

Evaluators can sometimes obtain estimates of indirect spillovers by assigning 
treatment at the group level and then measuring outcomes for both participants and 
non-participants. For example, Dahlberg and Forslund (2005) use variation across 
municipalities to estimate the displacement effects of wage subsidies (large) and 
training (small) in Sweden. Many educational interventions affect some but not all 
students in a classroom; assigning the intervention to classrooms rather than 
students and then measuring outcomes of all students in both treated and untreated 
classrooms allows estimation of any spillovers. Finally, the clever village-level 
random assignment in the experimental evaluation of the PROGRESA conditional 
cash transfer program in Mexico, combined with the collection of data on both 
eligible and ineligible households in both treatment and control villages allows 
Angelucci and De Giorgi (2009) to provide a subtle analysis of within-village 
spillovers from the program. 

In many cases, obtaining estimates of general equilibrium effects will require 
writing down and either estimating or calibrating a model of the relevant market. 
This approach represents a major investment of evaluator time and energy and 
requires a different skill set, more like that of modern macroeconomics, than that 
possessed by many in the evaluation business. This means it does not make sense to 
undertake such ventures for every evaluation of every program. Instead, general 
equilibrium evaluation analyses of this type should address important cases in terms 
of program size or program design and proceed on a somewhat separate track (that 
is, with more attention from academic economists and more funding from research 
funders rather than policy funders). Most evaluations should simply draw on this 
broader literature when discussing the possible nature and extent of such effects in a 
given context and when examining the sensitivity of cost–benefit calculations to 
likely general equilibrium effects. 
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Three examples highlight the power of this sort of analysis, along with its effort 
costs and heavy reliance on economic theory in general and specific functional form 
assumptions in particular. Davidson and Woodbury (1993) looked for displacement 
effects in one of the US Unemployment Insurance (UI) bonus experiments. In these 
experiments, the treatment consisted of the offer of a cash bonus to claimants who 
found a job early in their UI spells. They estimate that the displacement of workers 
not in the experiment cancelled out about 20 per cent of the employment impact of 
the program estimated in the experiment. In a study of tuition subsidy programs for 
university students, Heckman, Lochner and Taber (1998) find much larger general 
equilibrium effects. In their study, the partial equilibrium estimate of the impact of 
treatment on the treated is ten times larger than a general equilibrium impact that 
accounts for the decline in the relative wage of persons with a university degree 
resulting from their increased supply. Finally, Lise, Seitz and Smith (2010) examine 
the general equilibrium effects of Canada’s Self-Sufficiency Project, an earnings 
subsidy for single parents on income assistance for at least a year who find a job 
during the second year of their benefit receipt spell. They find that taking account of 
the program’s effects on the job search behaviour of other workers (and of the 
single parents themselves early in their spells of income assistance receipt) in the 
labour market leads to a reversal of the positive cost–benefit conclusions reached in 
the partial equilibrium experimental evaluation. 

Policymakers play a limited but important role here. Discussion of possible direct 
and indirect spillovers should take place when designing an evaluation’s basic 
identification strategy and when laying out plans for data collection. Policymakers 
should insist on such discussions at the start of each evaluation and should make 
sure that spillovers play a role in the interpretation of the impact estimates and in 
the related cost–benefit calculations at the end of the evaluation as well. 

4.5 Comparing and ranking econometric evaluation 
methods 

Leigh (2009) draws on a literature that proposes various ‘hierarchies of evidence’ 
and proposes his own hierarchy for Australia (see his Box 3). A generic version of 
such a hierarchy would have random assignment studies on top, followed by 
regression discontinuity designs, followed by instrumental variables or difference-
in-differences designs, followed by studies relying on selection on observed 
variables, followed by before–after comparisons, expert opinion and, at the very 
bottom (what would our theorist colleagues say?), ‘theoretical conjecture’. 

We do not dispute that if one did a serious, impartial quality ranking according to 
well-defined and generally agreed-upon criteria that the average quality of 
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published evaluation studies using each method would likely correspond to this 
ordering. Nor do we dispute that this information has some value. Our concern lies 
in two not uncommon misinterpretations of such rankings. First, this ranking 
focuses on the ‘between’ variation rather than the ‘within’ variation, which leads 
some observers to forget the ‘within’ variation entirely. In fact, the relative 
importance of differences in the average quality of evaluations using the various 
different methods and variation in quality conditional on method is an empirical 
question, one well worth investigating and one for which we know of no available 
systematic quantitative evidence. 

Second, the differences in mean quality across methods represent an equilibrium 
relationship; they need not be causal in the sense that, in a given context, moving up 
the hierarchy may make things worse rather than better. A given study, for example, 
may rely on cross-sectional data and an assumption of selection on observed 
variables because, in its context, no good instrumental variables suggest themselves 
and, looking at the time series of outcomes, there appears to be important selection 
into treatment based on transitory shocks. In this case, moving ‘up’ the hierarchy 
will likely lower the quality of the evaluation because it will mean using an invalid 
instrument or applying longitudinal methods when the assumptions that underlie 
them fail to hold in the data. 

This second concern leads us directly to the misguided literature set in motion by 
LaLonde (1986). This literature seeks the holy grail of non-experimental evaluation: 
a non-experimental method that always and everywhere solves the selection 
problem. Dehejia and Wahba’s works (1999, 2002) represent the most famous 
papers in this literature, which many (not necessarily including the authors) have 
interpreted as showing that matching ‘works’ in the sense of always solving the 
selection problem. Their work in turned spawned a large literature addressing the 
question of ‘does matching work?’ by comparing matching estimates to 
experimental estimates, sometimes using laughably weak sets of conditioning 
variables in the matching. In fact, the question ‘does matching works’ is ill posed. 
As noted in Section 4.3 under ‘Selection on observed variables’, matching works in 
the sense of providing consistent estimates when the available variables suffice to 
make the conditional independence assumption hold in a given context and not 
otherwise. Thus, we know the answer to the generic ‘does matching works’ 
question in advance; it is ‘sometimes, but only when the data support it.’  

Put in the context of our discussion of hierarchies, sometimes matching will 
outperform methods ranked above it in the hierarchy of evidence, as in a context 
where the analyst observes all the relevant conditioning variables but no 
instruments, and sometimes not. Rather than searching for a non-existent magic 
bullet estimator the literature should seek to build a body of knowledge on what 
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methods work for particular combinations of parameter of interest, available data, 
and program institutions. Rather than relying on a hierarchy to choose an 
identification strategy, researchers should seek to use the particular strategy best 
suited to providing a compelling impact in a given context given the nature of the 
program institutions and the data at hand. In our view, the main role of evidentiary 
hierarchies is to give policymakers an extra nudge in favour of experiments and to 
encourage them to push hard on evaluators who claim that a strategy low on the 
hierarchy represents the best choice in a given context. 

Two final points on hierarchies: First, one should, of course, use all of the available 
high-quality evidence rather than just relying on one study. Meta-analysis represents 
a very useful tool for combining evidence, but it does not create any new evidence. 
Thus, it seems out of place in Leigh’s (2009) hierarchy of evidence for Australia. 
Moreover, as poorly done meta-analyses often obscure the high-quality evidence by 
assigning all studies with qualities above some relatively low threshold equal 
weight, in some contexts the evidence from a meta-analysis may actually provide 
less guidance than would a handful of the best studies on their own. Second, as we 
discussed at length above, experiments do not solve every problem or answer every 
question. Putting them at the top of an evidentiary hierarchy makes it easier to 
forget that they too have quality variation and can sometimes, as in the presence of 
substantively important general equilibrium effects, provide quite misleading policy 
guidance. 

4.6 Cost–benefit analyses 

Cost–benefit analysis exposes the full range of costs and benefits associated with a 
policy or program by requiring their itemisation, justification and valuation. For 
reasons of time and space, we do not attempt a full consideration of cost–benefit 
analysis here; for that we refer the reader to the vast array of journals, textbooks and 
conferences on the subject: see, for example, Gramlich’s Guide to Cost Benefit 
Analysis (1997) or the Journal of Benefit-Cost Analysis. Instead, we highlight a 
small number of important issues often ignored in the cost–benefit analyses 
associated with evaluations of active labour market programs and educational 
interventions. Our discussion draws in part on section 10 of Heckman, LaLonde and 
Smith’s chapter (1999).  

First, we want to reiterate the importance of doing a full-blown cost–benefit 
analysis, especially for large programs, expensive programs and politically 
important programs. We do not have in mind here the sort of ‘cost effectiveness’ 
analysis that compares one program to another or one service strategy to another 
without a no program or no service option; in our experience these usually arise in 
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contexts where politicians or program operators fear that the no-program or no 
service option will dominate the competition.  

Second, we highlight the importance of considering multiple possible outcomes, 
including other outcomes for participating units and, as noted in the preceding 
section, spillovers to related units. For example, employment and training programs 
may have impacts on outcomes other than earnings and employment, such as 
participation in transfer programs, health, marital and family behaviours, and crime. 
Lechner and Wiehler (2010) find effects of German training programs on fertility. 
Both the original non-experimental Mathematica evaluation of the US Job Corps 
program, summarised by Long, Mallar, and Thornton (1981), and the more recent 
experimental one, summarised by Burghardt et al. (2001), stand out on this 
dimension, in particular for their important findings regarding the impacts of that 
program on participants’ criminal activities. Some outcomes present real challenges 
to the analyst who must convert them to dollar terms, as with the primary school 
test scores in the Krueger cost–benefit analysis (2003) of the experimental class-size 
reduction in Tennessee. But, as noted in Section 3.4 in relation to general 
equilibrium effects, ‘hard to measure’ does not imply ‘equals zero’, despite what 
one might infer from reading the existing literature.  

Third, a complete cost–benefit analysis should account for what economists call the 
deadweight costs of taxation or the marginal cost of public funds. These costs raise 
the social cost of one dollar of program budget to well over one dollar. They 
combine the direct costs of operating the tax collection system and the indirect costs 
imposed on society via the effects of (distortionary) taxes on behaviour. For 
example, income taxes lead workers to consume more leisure than they otherwise 
would, and so lower their utility relative to a world without income taxes. Resources 
spent in tax avoidance also figure into these costs. These costs will vary across 
countries depending on the mix of tax types (for example, income, consumption, 
value-added or excise) and tax rates (and perhaps local differences in behaviour 
conditional on these). The exact magnitude of these costs remains controversial in 
the scholarly literature, which suggests the wisdom of using two or three defensible 
values in a given cost–benefit analysis to give a sense of the sensitivity of the results 
to this parameter; see Dahlby's recent monograph (2008) on this topic. 

Fourth, evaluations typically have available only a few years of follow-up data. For 
programs expected to have impacts in the medium and long term, this implies the 
need to project the impact estimates to time periods outside the data. In some cases, 
the cost–benefit performance of a program may depend critically on the persistence 
of impacts observed in the period covered by the available data in future periods. As 
such, the results of the cost–benefit analyses can be presented conditional on 
multiple assumptions about the persistence of any estimated program impacts. 
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Heckman, LaLonde and Smith (1999) provide an example of a cost–benefit analysis 
that does this. The assumptions about benefit persistence should build on findings 
on the persistence of impacts in similar programs drawn from the literature. 

Fifth, most programs incur costs in the short term but reap their benefits, if any, in 
both the present and the future. Taking proper account of the timing of benefits 
requires the discounting of future benefits (and costs, if any) back to the present. 
Doing this, in turn, requires a well justified social discount rate, as described by 
Burgess (2010). 

Sixth, we both often experience a sense of wonder when we learn in response to 
questions about the cost of particular public programs, as we often do, that no good 
data exist on this score. Even some quite modestly sized businesses know their 
average and marginal cost structures in great detail, as they recognise the critical 
role these costs play in making sensible management decisions. Public managers, in 
contrast, often know little beyond their total agency budget and a couple of major 
line items, such as labour costs, and can offer only a sad face when asked about the 
costs associated with the marginal or average participant, let alone the costs of 
particular service components. Serious benefit–cost analysis requires good data on 
costs, data that public agencies ought, in any event, to have handy both to guide 
their decisionmaking and to justify their activities to the taxpaying public. 

Finally, as discussed in Section 3.5, a complete cost–benefit analysis should take 
account of general equilibrium effects when possible. This may require a separate 
evaluation component or it may rely on estimates from the literature for similar 
programs. Once again, a sensitivity analysis including alternative estimates of the 
general equilibrium effects drawn from the literature may be in order. 

What can policymakers do in regard to cost–benefit analysis? To start, they can 
demand thorough cost–benefit analyses in those cases — new or unusual programs, 
expensive programs, big programs, and politically popular programs — where a 
cost–benefit analysis likely passes its own cost–benefit test. They can also make 
sure that the pieces necessary for a high-quality cost–benefit analysis get 
incorporated into the evaluation from the beginning, particularly in regard to the 
collection of data on outcomes (including longer term outcomes) and on treatment 
costs. They can also fund, most likely via traditional research grant programs, the 
work required to obtain good estimates of the marginal cost of public funds and the 
social discount rate. 

More broadly, policymakers should face reality and accept Peter Rossi’s (1987) 
famous ‘iron law’ of program evaluation, which states, ‘The expected value of any 
net impact assessment of any large scale social program is zero.’ Of course, calling 



   

 PUTTING EVIDENCE 
IN EVIDENCE-BASED 
POLICY 

85

 

it a law overstates the case to make a point, as does the quip that the US Department 
of Education’s ‘What Works Clearinghouse’ should really be called the ‘Nothing 
Works Clearinghouse.’ At the same time, examples of seemingly promising 
treatments associated with compelling estimates of no impact litter the 
programmatic ground. Experimental evaluations in the United States, for example, 
have found no impact of the quite expensive (well over $10 000 per participant in 
current dollars) National Supported Work Demonstration on men (Couch 1992); no 
impact of youth programs under the Job Training Partnership Act (Bloom et al. 
1997; Orr et al. 1996); and no impact of politically popular abstinence-only sex 
education curricula relative to its traditional competitors (Trenholm et al. 2007). A 
similar fate befell the Bush Administration’s highly touted Reading First program in 
Abt Associates’ regression-discontinuity based evaluation (Gamse et al. 2008). 
Policymakers should treat these results as good news, as they allow them to free up 
resources for promising new programs (or even to return some resources to the 
long-suffering taxpayer). 

4.7 Alternatives to econometric program evaluation 

In this section we briefly address some of the leading alternatives to serious 
econometric program evaluation. At the bottom we put charlatans of the sort who 
fill in a ‘sites of oppression matrix’, as described by Gregory (2000). A few steps up 
the ladder reside the ‘guns for hire’ consulting firms that cater to the crowd that 
knows the answer it wants in advance, as with the sorts of ex ante evaluations of 
professional sports facilities that rely heavily on magic multipliers; see, for 
example, the critique by Crompton (1995) and the papers by Noll and Zimbalist 
(1997). 

At the top of the heap sit performance management and customer satisfaction or 
participant self-evaluation. The performance management ‘movement’ got going 
with Osborne and Gaebler’s book Reinventing Government (1992). Since that time, 
it has exploded within the public sectors of many developed countries, including in 
the United States under the Clinton Administration (recall the National Performance 
Review) and under the Bush II administration (with its Program Assessment Rating 
Tool, or PART). We have no objection to many aspects of performance evaluation, 
such as thinking seriously about program goals, collecting good data on program 
inputs, outputs and outcomes or simply riding people to get them to work harder 
and think harder about their jobs.  

The trouble comes when performance management systems confuse outcomes with 
impacts. For example, in many countries, something analogous to what the United 
States calls the ‘entered employment rate’ constitutes a core performance measure 
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for active labour market programs. This rate consists of the fraction of the 
program’s enrollees employed at some particular point (for example, 13 weeks) 
after leaving the program. In the terminology of the treatment effects literature, the 
performance measure consists of the mean of the treated outcome for the treated 
units. The performance measure omits any explicit counterfactual; put differently, it 
says nothing about what the employment rate would have been among participants 
had they not participated. This omission encourages, often with the help of 
misguided or mendacious program managers, the idea that the counterfactual equals 
zero, so that the outcomes summarised by such performance measures also 
represent impacts. Rather obviously, this interpretation encourages an overly 
positive view of program effectiveness. In addition, using performance measures 
that capture outcome levels means that high performance reflects both value-added 
and selection on untreated outcome levels. The literature frames this as outcome-
based performance measures providing programs with an incentive to ‘cream-skim’ 
by differentially serving individuals who would have good labour market outcomes 
whether or not the program helps them.  

In short, commonly used performance measures do not correspond to program 
impacts and so cannot substitute for econometric evaluation methods that do, in 
fact, estimate program impacts. They also provide an incentive for strategic 
behaviour on the part of the organisations that face them. For more on these points, 
as well as broader discussions of the plusses and minuses of performance 
management, we recommend the works of Heckman, Heinrich and Smith (2002), 
Barnow and Smith (2004), Radin (2006), Heinrich (2007), and Courty et al. (2010). 
For policymakers, the key lies in not asking performance management to do things 
it cannot do, like provide impact estimates. 

Finally, we have what one might call participant self-evaluation. This can range 
from the sort of generic customer satisfaction questions used by many firms to 
questions that implicitly suggest some sort of counterfactual. For example, the New 
Chance evaluation in the United States had this question: ‘Using the 0 to 10 scale, 
where zero is completely dissatisfied and 10 is completely satisfied, how satisfied 
were you overall with the New Chance program?’. The National JTPA Study had 
this one: ‘Do you think that the training or other assistance that you got from the 
program helped you get a job or perform better on the job?’. 

Sometimes the responses to such questions get highlighted in impact evaluations 
when the econometric estimates turn out badly, as if the fact that some large 
percentage of the customers say they liked the program makes up for a low mean 
impact on earnings. Recent research by Smith, Whalley and Wilcox (2010) 
indicates that program participants do not do a very good job of estimating impacts 
relative to a counterfactual, at least not with the sorts of questions presently used in 
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evaluations. Like them, we favour additional research with alternative question 
designs. For the present, though, we suggest not relying on participant self-
evaluations as substitutes for econometric impact estimates. We do think that 
participant reports have an important role to play in aspects of process evaluations, 
such as rating the courtesy and helpfulness of program staff. 

4.8 Data quality 

The quality of the underlying data plays a crucial role in determining the quality of 
both experimental and non-experimental evaluations. Policymakers can exert real 
influence here, in a very non-political, ‘good government’ sort of way, to improve 
the quality of evaluation research. 

Administrative data 

Administrative data increasingly form the basis of econometric program 
evaluations. They have a number of advantages relative to survey data. Generally, 
they cover long time periods, allowing the use of longitudinal methods or allowing 
conditioning on rich histories of outcomes and program participation in evaluations 
that assume selection on observed variables. They also reduce the cost of looking at 
longer-term impacts. Administrative data also typically, though not always, do a 
better job of measuring the extent and nature of treatment received than surveys; see 
the related discussion by Smith and Whalley (2010). Administrative data usually 
allow access to a whole population, which means no issues of survey non-response 
and larger numbers of data points for analysis than with surveys, whose higher 
marginal costs typically limit data collection. 

At the same time, as described by Hotz and Scholz (2002), administrative data have 
some weaknesses for evaluation purposes — weaknesses that relatively inexpensive 
administrative changes can in part ameliorate. For one, administrative data often 
lack key covariates required in ‘selection on observed variables’ evaluation 
strategies. In some cases, the field exists in the file but remains empty for many 
observations and contains measurement error when filled in. Changes in software to 
encourage reliable data entry, along with data audits and links with other, more 
reliable data sets can solve these problems, and greatly improve the value of 
administrative data not just for impact evaluation but for process evaluation and 
everyday management and monitoring tasks. The main ingredient required is 
prioritisation of administrative data quality by policymakers, including making the 
effort to design institutions that allow linkages across data sets (and reasonably 
quick access to data) for research and evaluation purposes, while maintaining 
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reasonable privacy protection. Policymakers can also encourage the collection of 
valuable data not already collected, such as the caseworker evaluations of the 
employability of unemployed workers routinely collected in Swiss administrative 
data. 

Survey data 

Survey data remains an important (if somewhat reduced) component of evaluation 
research. Surveys allow the collection of data not likely to show up in 
administrative data sets, including conditioning variables such as pre-program 
attitudes and outcome variables such as self-reported health or customer 
satisfaction. Survey data can also make up for problems with existing administrative 
data on variables such as schooling. 

Policymakers can help maintain and improve the quality of survey data in three 
main ways. First, they can insist on response rates high enough to avoid criticisms 
about non-random non-response (and non-random attrition from longitudinal 
surveys) as well as over-reliance on statistical corrections for these problems. The 
US Office of Management and Budget requires response rates of 80 per cent. The 
leaders in the US survey industry, such as the National Opinion Research Center at 
Chicago and the Institute for Social Research at Michigan, routinely attain this level 
of response in their major research data sets. They do so despite the widespread 
view in the survey world that obtaining such rates has become more difficult due to 
lifestyle changes combined with ‘survey fatigue’ resulting from frequent use of 
surveys by commercial and advocacy groups. It just requires some money and, 
perhaps more importantly, the expertise. Policymakers can provide the first and hire 
the second. 

Policymakers can also support methodological research on the potential value of 
new types of variables in program evaluation. This includes work on new types of 
conditioning variables such as the measures of risk aversion, time preference, 
financial knowledge, and ‘ability’ developed for use in the US Health and 
Retirement Study as well as on low cost biomarkers such as the hand traces that 
indicate testosterone levels based on finger length. It also includes research on how 
best to collect information on sensitive outcomes such as crime and sexual activity 
targeted by some programs. It makes sense to collect these variables first as part of 
large general social science data sets, then do research to determine their value, and 
then to add them to evaluation surveys. 
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4.9 Institutions 

In this section we offer some ideas for relatively modest institutional changes that 
have the potential to improve the quality of evaluation work. 

Public use data 

Subject to privacy concerns, a well-documented public use data set should be one of 
the products (‘deliverables’) associated with every major evaluation. Public use (or, 
more accurately, researcher use) data allow independent verification of the official 
evaluation findings. Further, these data allow additional sensitivity analyses and the 
application of additional econometric methods beyond those in the official 
evaluation. They also encourage the production of valuable additional research, 
much of it of direct or indirect interest to government, at little or no cost. Academics 
from tenured professors to lowly graduate students will jump at the chance to work 
with good data when it becomes available. In addition, as any researcher doing 
empirical work knows, the possibility of future replication, and therefore of future 
public embarrassment if a mistake is found, provides a powerful motivator to 
thought and care. 

Public use data sets exist for many major US evaluations. The Upjohn Institute for 
Employment Research maintains a set of evaluation datasets that it checks, 
documents and sells at cost to researchers. Similarly, MDRC, known for its role in 
many of the US welfare-to-work experiments, has a formal process to provide 
access to some of its evaluation datasets. The amount of knowledge about low 
income labour markets and about how to do econometric policy evaluation 
generated just from re-analysis of the data from the National Supported Work 
Demonstration and the National JTPA Study is simply huge, particularly when 
compared to the small cost of preparing the data sets for research use. 

Peer review 

Academia relies heavily on peer review in both the publication process and the 
hiring process. In our view, peer review also helps to increase the quality of 
program evaluations undertaken by governments. Most governments already do 
some of this but in many cases they could do more. We have in mind four specific 
avenues for increased peer review. The first consists of the use of outside experts as 
part of ‘technical working groups’ to oversee the development of an evaluation as it 
progresses from design, to implementation, to data collection, and finally to report 
writing. These should include both subject area experts and methods experts. The 
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second consists of the presentation of evaluation results at professional meetings 
and conferences, ideally prior to the completion of the final report, so that 
comments received can affect its substance. The third consists of publication of 
evaluation findings in peer-reviewed academic and policy journals. Independent 
review by academic journals subjects technical aspects of the methods and 
interpretations of the official evaluation to outside scrutiny. The fourth consists of 
incorporating written discussant comments as part of the final evaluation report. We 
have in mind here what was done in Westat’s evaluation of the US Employment 
Service and also what the Journal of the American Statistical Association 
sometimes does with important and potentially controversial articles, such as that by 
Heckman and Hotz (1989).  

Increasing peer review improves the quality of evaluation work directly, through the 
comments provided by the reviewers, as well as indirectly, as the anticipation of 
expert scrutiny focuses and increases evaluator effort. All of these forms of 
additional review, particularly publication in peer-reviewed journals, have the side 
benefit of increasing the number of scholars, policy analysts, program managers and 
policymakers who learn about the methods and findings of the evaluations. This in 
turn should lead to increases in both the quality and quantity of related policy 
discussions and thereby, one imagines, to improved future policy choices. 
Policymakers can foster the sorts of additional review suggested here via the simple 
expedient of including it in the statement of work (and the evaluation budget) when 
commissioning evaluations from outside, or demanding it from in-house evaluators. 

Encouraging interaction among academics, government and 
consultants 

We think that more interaction among academics doing evaluation work, 
government evaluators and evaluation consumers, and the consultants who often 
produce evaluations leads to better and more useful evaluations. It also helps build a 
knowledgeable constituency within government for serious evaluation. This sort of 
interaction can take many forms, but we have personally observed the value of 
professional meetings such as the annual research conference operated by the 
Association for Public Policy and Management (APPAM, publishers of the Journal 
of Policy Analysis and Management). Consultants, as well as in-house evaluators 
from government agencies, get a chance to show off their work to a broader 
audience as well as get useful feedback. Policy oriented academics get to present 
their work to an audience particularly knowledgeable about the policy process and 
the institutions. We have also witnessed the value of having academics spend time 
in the government, either in roles such as the chief economist at a particular agency 
or in more directly research-oriented roles, wherein an economist on sabbatical 
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might spend a year at an agency working with their data, getting writing done and 
interacting with the staff.  

Institute of Education Sciences 

Perhaps no single organisation in the United States has had a bigger effect on the 
quality of evaluation work in the last decade than the Institute of Education 
Sciences (IES). In terms of its direct effects, it has transformed the nature of 
federally funded evaluation of educational programs through its emphasis on 
funding high-quality evaluations using random assignment or regression 
discontinuity designs. It has brought together experts in economics, education, and 
other fields along with top evaluation consulting firms to conduct these evaluations. 
In the process it has generated valuable evidence on the effectiveness of programs 
such as alternative teacher certification, teacher mentoring and computer-aided 
mathematics instruction. 

Perhaps even more important have been the indirect effects, operating through 
several channels. First, the IES has funded interdisciplinary training programs for 
education researchers at leading universities, with all of the programs having strong 
components in quantitative evaluation methodology and economics. Second, the 
IES has changed the way it runs its research grant programs to better emphasise 
serious quantitative research, particularly research using random assignment 
designs. Third, the IES has revamped the What Works Clearinghouse, a research 
collection, quality rating and synthesis institution modelled on the Cochrane 
Collaboration in medicine and the Campbell Collaboration in the social sciences, 
with the goal of raising the standards of empirical work in education. More details 
on the theory and practice behind IES can be found in the material by Rudalevige 
(2008) and US Institute of Education Sciences (2008). We heartily recommend it as 
an example both for other countries and for other policy areas. 

4.10 Summary and conclusions 

Evidence-based policy, and good government more generally, rest on a foundation 
of serious, hard-headed program evaluation. This paper has emphasised what 
policymakers can do to increase the quality of such program evaluation on a variety 
of different dimensions. The following points summarise our views and 
recommendations. 

1. Be clear about the policy question of interest. Be sure that the econometric 
evaluation methods and data collection strategies adopted provide an answer to 
that question, even in a world where the impacts of programs vary across 
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persons and where both persons and program staff may make participation 
choices based on their informal estimates of individual impacts. 

2. Use random assignment when possible. Frequent use of random assignment 
signals that a government is serious about evaluation and serious about basing 
policy on evidence. Infrequent use of random assignment sends the opposite 
signal. Keep in mind that randomisation can often aid in evaluation even without 
a no-treatment control group. 

3. The success or failure of non-experimental evaluation methods depends 
critically on decisions about the design and implementation of the program, and 
on the quality of the administrative and/or survey data used in the evaluation. 
Thoughtful choices about program implementation and design can create useful 
variation in participation across time, space or persons that allows for credible 
evaluation. Slick econometric methods will not, other than by chance, overcome 
weak data or careless program design and implementation. 

4. General equilibrium effects of programs matter. Analyses of these effects require 
different methods, in general, than analyses of the impacts of programs on their 
participants. Funding such analyses makes sense for large-scale programs. When 
a new analysis is impossible, the literature should guide an analysis of the 
sensitivity of the cost–benefit performance of the program to likely levels of 
general equilibrium effects. 

5. Cost–benefit analysis represents the final step in program evaluation. Programs 
cost real money that taxpayers would otherwise use for their own ends. They 
deserve a full and complete accounting of the success or failure of the programs 
operated on their behalf, one that takes account the marginal cost of public 
funds, the possibility of general equilibrium effects, and the possibility of effects 
on outcomes other than those directly targeted by the program and that makes 
reasonable assumptions about the persistence of program impacts beyond the 
data. 

6. Avoid the siren call of popular alternatives (such as performance management 
and surveys of customer satisfaction) to serious program evaluation. Both have 
their uses but the literature makes clear that neither provides a reliable substitute 
for econometric evaluations. 

7. Many relatively simple and inexpensive institutional changes can have important 
effects on evaluation quality. These include the creation of public use data sets, 
greater use of outside expertise during evaluation design and execution, and 
publication of evaluation findings in peer-reviewed outlets as well as the 
creation of institutions to encourage deeper interaction between government, 
academics involved in evaluation research, and evaluation consultants. 

















   

260 STRENGTHENING 
EVIDENCE-BASED 
POLICY 

 

 

The advantages of federalism are often touted (Twomey and Withers 2007, 
chapter 2). Federalism provides the opportunity — and often the pressure — to be 
innovative and to experiment in order to compete with other jurisdictions. In a 
federation, ideas can be tested by a jurisdiction and copied by others. Where 
experiments fail, federalism ‘cushions the nation as a whole from the full impact of 
government blunders’ (de Q Walker 2001, p. 38). 

This paper looks at the accountability arrangements that can encourage ‘intelligent 
federalism’ under recent reforms of the Council of Australian Governments 
(COAG) — the peak intergovernmental forum in Australia, comprising the Prime 
Minister, State Premiers, Territory Chief Ministers and the President of the 
Australian Local Government Association. 

The paper begins with an outline of COAG’s reform of federal financial relations. It 
then looks at the associated accountability arrangements, focusing on the role of the 
COAG Reform Council in assessing performance under the new National 
Agreements between the Commonwealth, State and Territory governments. The 
paper argues that the new accountability arrangements — founded on and with a 
commitment to evidence-based policy — have the potential to improve 
governments’ performance through fostering and strengthening learning both across 
and within governments. 

13.1 Reform of federal financial relations 

In March 2008, COAG endorsed a new reform agenda for Australia, agreeing to 
work together to: 

… boost productivity, workforce participation and geographic mobility, and support 
wider objectives of better services for the community, social inclusion, closing the gap 
on Indigenous disadvantage and environmental sustainability. (COAG 2008a, p. 2) 

Reform of the architecture of Commonwealth–State financial relations is an 
essential part of this reform agenda, with COAG agreeing to implement a new 
framework for federal financial relations — ‘the most significant reform of 
Australia’s federal relations in decades’ (Commonwealth of Australia 2009, p. 3). 
The intent of the new framework is to improve the wellbeing of all Australians 
through improvements in the quality, efficiency and effectiveness of government 
services (COAG 2008b, p. 4). 

The Intergovernmental Agreement on Federal Financial Relations (the IGA) 
provides the overarching framework for the Commonwealth’s financial relations 
with the States and Territories. It establishes a foundation for governments to 
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collaborate on policy development and service delivery, and to facilitate the 
implementation of economic and social reforms. All policy and financial relations 
between the Commonwealth and the States and Territories are now governed under 
the provisions of the IGA (Commonwealth of Australia 2009, p. 9).  

There are three main elements of the new financial arrangements. 

• National Specific Purpose Payments (SPPs) supported by new National 
Agreements. 

• National Partnership payments associated with National Partnership 
Agreements. 

• a performance and assessment framework to support public reporting and 
accountability. 

Under the new framework for federal financial relations, the previous more than 90 
different payments from the Commonwealth to the States and Territories for 
specific purposes — many containing prescriptive conditions on how the funding 
should be spent — have been combined into five new National SPPs 
(Commonwealth of Australia 2009, p. 24). National SPPs are ongoing financial 
contributions from the Commonwealth to the States and Territories to be spent in 
the key service delivery sectors of schools, skills and workforce development, 
health care, affordable housing, and disability services. The States and Territories 
are required to spend each National SPP in the service sector relevant to the SPP but 
they have full budget flexibility to allocate funds within that sector as they see fit to 
achieve the agreed objectives for that sector (COAG 2008b, p. D-2).  

National SPPs are associated with National Agreements between the 
Commonwealth and State and Territory governments. National Agreements 
establish the policy objectives in the service sectors of education, skills and 
workforce development, health care, affordable housing, and disability services. 
There is also a National Agreement on Indigenous Reform which does not have an 
associated SPP, although it links to other National Agreements and National 
Partnerships which have associated funding.  

National Agreements set out the objectives, outcomes, outputs and performance 
indicators for each sector, which are agreed between all jurisdictions. The 
agreements also clarify the roles and responsibilities of the Commonwealth, States 
and Territories in the delivery of services and the achievement of outcomes. They 
do not include financial or other input controls imposed on service delivery by the 
States and Territories, and there is no provision for National SPPs to be withheld in 
the case of a jurisdiction not meeting a performance benchmark specified in a 
National Agreement. 
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National Partnership Agreements outline agreed policy objectives in areas of 
nationally significant reform or for service delivery improvements, and define the 
outputs and performance benchmarks. The Commonwealth provides National 
Partnership payments to support the delivery of specified projects, to facilitate 
reforms, or to reward those jurisdictions that deliver on national reforms 
(Commonwealth of Australia 2009, p. 26).  

The extent of the change in federal financial arrangements under the IGA is shown 
in table 13.1. There has been a major shift away from the previous form of 
Commonwealth payments to the States and Territories for specific purposes, which 
often involved prescriptions on service delivery in the form of financial or other 
input controls. 

• In 2007–08, 42.7 per cent of Commonwealth payments were in the previous 
form of payments for specific purposes, compared to only 4.1 per cent in 
2009-10.  

• There has been a shift to the new National SPPs; 28.5 per cent of 
Commonwealth funding is in this form in 2009–10.  

• There has also been a shift to funding under National Partnership payments; 8.3 
per cent of Commonwealth payments is in this form in 2009–10. 

Table 13.1 Commonwealth payments to the States and Territories 
2007-08 and 2009-10 

Payments 2007-08 2009-10 

 % % 

Existing payments for specific purposes 42.7 4.1 
National Specific Purpose Payments 
(supported by National Agreements) – 28.5 

National Partnership payments 0.3 8.3 
GST 56.9 58.0 
Other general revenue assistance 0.2 1.1 

Total 100.0
($74 960m) 

100.0
($83 200m) 

Source: Commonwealth of Australia (2009, chapter 2). 

The third main element of the new federal financial relations arrangements is a 
performance and assessment framework to support public reporting and 
accountability. Under the IGA, the Commonwealth, States and Territories have 
agreed to greater accountability through simpler, standardised and more transparent 
performance reporting, and ‘a rigorous focus on the achievement of outcomes — 
that is, mutual agreement on what objectives, outcomes and outputs improve the 
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wellbeing of Australians’ (COAG 2008b, p. 5). The IGA gives the COAG Reform 
Council significant responsibilities for assessment and reporting of the performance 
of governments under National Agreements and National Partnerships. 

13.2 Role of the COAG Reform Council 

The COAG Reform Council assists COAG to drive its national reform agenda by 
strengthening accountability for the achievement of results through independent and 
evidence-based monitoring, assessment and reporting on the performance of 
governments. The council is independent of individual governments and reports 
directly to COAG. (An overview of the role of the COAG Reform Council is at 
http://www.coag.gov.au/crc/index.cfm.) 

As set out in the IGA (COAG 2008b, p. A-4), the role of the COAG Reform 
Council is to: 

• monitor, assess and publicly report on the performance of the Commonwealth, 
States and Territories in achieving the outcomes and performance benchmarks 
specified in National Agreements 

• independently assess whether predetermined performance benchmarks have 
been achieved before an incentive payment is made to reward nationally 
significant reforms under National Partnerships. 

More specifically, for National Agreements the COAG Reform Council provides 
annual reports to COAG containing the performance data and a comparative 
analysis of the performance of governments in meeting the objectives of the 
agreements. The reports are made public. The reports also: 

• highlight examples of good practice and performance so that, over time, 
innovative reforms or methods of service delivery may be adopted by other 
jurisdictions 

• highlight contextual differences between jurisdictions which are relevant to 
interpreting the data 

• reflect COAG’s intention to outline transparently the contribution of both levels 
of government to achieving performance benchmarks and to achieving 
continuous improvement against the outcomes, outputs and performance 
indicators (COAG 2008b, p. C-2). 



   

264 STRENGTHENING 
EVIDENCE-BASED 
POLICY 

 

 

13.3 Improving performance through accountability 
arrangements 

The IGA is clear that improved accountability is a key objective of the new 
framework for federal financial relations. The framework aims to ensure that the 
appropriate government is accountable to its community ‘not just for its expenditure 
in delivering services, but more importantly for the quality and efficiency of the 
services it delivers and the outcomes it achieves’ (COAG 2008b, p. 5). 

Public accountability has three main functions (Bovens 2006, pp. 25–6; Bovens 
2007, pp. 192–3): 

• to monitor and control the conduct of governments 

• to enhance the integrity of public governance 

• to improve the performance of government by strengthening the learning 
capacity and effectiveness of public administration. 

Within the framework of the IGA, the main function of public accountability is to 
improve performance. Performance is improved through accountability 
arrangements that are: 

• preventive — by setting standards to hold institutions to account 

• remedial — by encouraging responsibility to fix problems and to prevent their 
recurrence 

• educative — by tracing connections between past, present and future policies 
(Bovens 2006, p. 26). 

The next sections discuss how the public accountability role of the COAG Reform 
Council under the IGA has the potential to improve governments’ performance 
through arrangements that are preventive, remedial and educative, focusing on the 
council’s role under the six National Agreements. 

13.4 Setting standards 

The six National Agreements — in education, skills and workforce development, 
health care, affordable housing, disability services and Indigenous reform — have a 
similar structure. The National Agreements clearly identify the outcomes, 
performance indicators and targets — the standards by which governments are held 
to account. Setting standards has a preventive function, steering reform and actions 
towards the achievement of outcomes: 
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Accountability is not only about control, it is also about prevention. Norms are 
(re)produced, internalized, and, where necessary, adjusted through accountability. The 
manager who is held to account is told about the standards he must hold to and about 
the fact that in the future he may again (and, in some cases, more strictly) be called to 
account. (Bovens 2007, p. 193) 

As an example of the setting of standards, figure 13.1 summarises the structure of 
the National Education Agreement. All National Agreements begin with the 
objective(s) of the agreement — the overall aim. The objective of the National 
Education Agreement is: 

… that all Australian school students acquire the knowledge and skills to participate 
effectively in society and employment in a globalised economy. (COAG 2008c, p. 1) 

Each agreement also has a set of outcomes agreed by governments. As shown in 
figure 13.1, the National Education Agreement has five outcomes. 

For each outcome there is a set of performance indicators which measure progress 
towards the outcomes. For example, under the National Education Agreement, for 
the outcome of ‘young people meet basic literacy and numeracy standards and that 
levels of achievement are improving’, the performance indicator is literacy and 
numeracy achievement of Year 3, 5, 7 and 9 students in annual national testing 
under the National Assessment Program — Literacy and Numeracy (NAPLAN). 

Most National Agreements also include identified targets to achieve. The National 
Education Agreement has three (listed in figure 13.1). 

Each year, the COAG Reform Council reports the performance information for all 
jurisdictions against National Agreement outcomes and performance benchmarks 
(COAG 2008b, p. A-4), reflecting the preventive nature of the accountability 
arrangements. This preventive function is given weight by the council’s 
responsibility to publicly release its reports on governments’ performance under the 
National Agreements. 

The effectiveness of the outcomes, performance indicators and targets of the 
National Agreements in steering governments towards reform is dependent on the 
robustness of the evidence upon which they are founded. In his chapter in this 
volume, Peter Dawkins describes the rigorous evidence base to build the case for a 
national human capital reform agenda under COAG, which led to the development 
of the outcomes framework and associated performance indicators of the National 
Education Agreement. 
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Figure 13.1 Structure of the National Education Agreement 
Objectives, outcomes, performance indicators and targets 

 

All Australian school students acquire the knowledge and skills to participate 
effectively in society and employment in a globalised economy. 
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At least halve the gap for Indigenous students in Year 12 or equivalent attainment rates 
by 2020  

Source: COAG (2008c). 
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13.5 Encouraging responsibility for performance 

Each year the COAG Reform Council also undertakes a comparative analysis of the 
performance of all the jurisdictions — Commonwealth, States and Territories — 
towards the outcomes, as measured by the performance indicators and targets 
(COAG 2008b, p. C-2). The comparative analysis compares the performance of 
jurisdictions against each other and also against their own year-on-year 
performance, reflecting the importance of achieving continuous improvement 
against the outcomes, outputs and performance indicators. The comparative analysis 
supports remedial action — by encouraging responsibility to fix problems and to 
prevent their recurrence:  

An administrator who is called to account is confronted with his policy failures and he 
is aware that, in the future, he can be called upon again, even more pitilessly, to render 
account. (Bovens 2006, p. 26) 

To take an example of comparative analysis, figure 13.2 presents illustrative data 
for the States and Territories against the National Education Agreement’s ‘young 
people meet basic literacy and numeracy standards’ performance indicator. The 
agreed measure of the indicator is the proportion of students achieving at or above 
the national minimum standard. Achievement of the minimum standard indicates 
that the student has demonstrated the basic elements of literacy and numeracy for 
the year level. 

The data against this indicator are shown for Year 5 Reading. Year 5 Reading is a 
good indicator of performance, as reading is a foundation skill for writing and 
numeracy and by Year 5 the impact of jurisdictional differences in school starting 
age on the acquisition of skills should be diminishing.  

Nationally, a high proportion of all students — 91 per cent — achieve at or above 
the national minimum standard in assessments of reading at Year 5 (COAG Reform 
Council 2009, pp. 61–2). Comparing the performances of the States and Territories:  

• three jurisdictions achieve higher levels than the national average — New South 
Wales, Victoria and the Australian Capital Territory — all with results of 94 per 
cent or above of students meeting the national minimum standard in Year 5 
Reading; 

• four jurisdictions cluster below the national average, with the proportion of 
students meeting the national minimum standard ranging from 90 per cent in 
South Australia and Tasmania, to 89 per cent in Western Australia, and to 87 per 
cent in Queensland; 
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• the Northern Territory differs markedly from other States and Territories, with 
63 per cent of students meeting the national minimum standard for Year 5 
Reading. 

Figure 13.2 Proportion of Year 5 students achieving at or above the 
national minimum standard for reading 
By State and Territory, 2008 

 
Notes: 1. The achievement percentages shown in this graph include 95 per cent confidence intervals indicated 
by error bars. 2. Exempt students were not assessed and are deemed not to have met the national minimum 
standard. 3. Absent and withdrawn students did not sit the test and are not included in these data. 

Data source: MCEETYA (2008, p. 56). 

To help understand performance, the council is also required to highlight relevant 
contextual differences between the jurisdictions — such as differences in 
populations — that are associated with high or low performance (COAG 2008b, 
p. C-2). For example, the Northern Territory’s results for Year 5 Reading reflect its 
high proportion of Indigenous students (41 per cent) and the high proportion of 
students living in remote areas (46 per cent) (COAG Reform Council 2009, p. 145).  

The council’s approach to the task of highlighting contextual differences reflects its 
general approach to the assessment of governments’ performance (COAG Reform 
Council 2009, pp. 6–7). In particular, the council’s approach is dynamic, 
emphasising changes in performance from year to year. The first reporting year — 
2008 for the National Education Agreement — establishes the baseline data and 
benchmarks against which improvements in performance can be measured in 
subsequent years. 
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Given this approach, the contextual differences that are highlighted in assessing 
performance under the National Agreements are high level and small in number. 
They are focused on differences that help understand the data by giving the broad 
context, in particular student characteristics such as Indigenous and socioeconomic 
status. This is particularly relevant for first-year reports, as they present the baseline 
data for the comparative assessment of performance. However, these contextual 
factors are likely to be less relevant to understanding changes in performance, and 
hence are less likely to be relevant in subsequent years’ reports as the focus shifts to 
assessing the performance of the jurisdictions over the years compared with their 
baseline data (COAG Reform Council 2009, p. 26).  

Furthermore, while the council is required to highlight contextual differences 
between jurisdictions which are relevant to interpreting the data, COAG is clear that 
the council does not have a policy advising role — the council does not analyse the 
effectiveness of the governments’ policies and programs behind the results of 
performance (COAG 2008b, p. A-4). This is consistent with the focus of the 
National Agreements and the associated National SPPs on outcomes, and with the 
principle of budget flexibility for the States and Territories to allocate funds as they 
see fit to achieve the outcomes. (The COAG Reform Council does have a role in 
highlighting good practice, which is discussed below.) 

Thus, the comparative analysis does not explain why there are differences between 
the jurisdictions. Rather than providing an explanatory analysis, the comparative 
analysis is better thought of as providing catalyst data (Ekholm 2004, p. 1). The 
comparative analysis of performance — highlighting differences among the 
jurisdictions — leads one to search for reasons to explain the differences. 

Catalyst data can be powerful, as pointed out by an editorial in The Australian on 
Queensland’s results in NAPLAN testing: 

Following the woeful performance of Queensland primary school children in national 
testing last year, the Bligh Government turned to an expert for help. The state’s 
children need it, after being ranked second-last in the nation. Only the Northern 
Territory where absenteeism and social disadvantage are more prevalent fared worse. 
(The Australian, 4 May 2009, editorial) 

In response to Queensland’s performance in NAPLAN in 2008, Premier Bligh took 
remedial action, seeking an independent review by Professor Geoff Masters from 
the Australian Council for Educational Research of the literacy and numeracy 
standards in Queensland primary schools and advice on how to improve students’ 
skills (Masters 2009). 

The COAG Reform Council’s comparative analysis of performance must also 
reflect ‘COAG’s intention to outline transparently the contribution of both levels of 
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government to achieving performance benchmarks and to achieving continuous 
improvement against the outcomes, outputs and performance indicators’ (COAG 
2008b, p. C-2).  

Each National Agreement identifies the roles and responsibilities of the 
Commonwealth, State and Territory governments in achieving the agreement’s 
outcomes. The council must assess the performance of all governments against the 
indicators and benchmarks, given their respective responsibilities. To do this, the 
council will seek information from jurisdictions on their work towards the 
achievement of the nationally agreed outcomes, consistent with their roles under 
each agreement. This will be done for the second and subsequent years’ reports in 
light of the comparative analysis of the performance data in the first year report. 

13.6 Tracing connections between policies and 
outcomes 

Accountability arrangements can be educative — by tracing connections between 
past, present and future policies: 

Public accountability … offers a regular mechanism to confront administrators with 
information about their own functioning and forces them to reflect on the successes and 
failures of their past policy. (Bovens 2006, p. 26) 

The COAG Reform Council has two main ‘educative levers’ under the IGA. First, 
in reporting on performance under the National Agreements, the council is required 
to highlight examples of good practice and performance ‘so that, over time, 
innovative reforms or methods of service delivery may be adopted by other 
jurisdictions’ (COAG 2008b, p. C-3). The Council will do this in the second and 
subsequent years’ reports on the National Agreements.  

Under the agreed process, the Council will select, in consultation with the 
jurisdictions, one or more areas for good practice and performance analysis, based 
on the comparative analysis of the performance data for the previous year. This 
provides the opportunity for an in-depth analysis of the performance data and 
additional related data, and of relevant Australian and international research. The 
Council will liaise with jurisdictions and draw upon subject experts as needed. 

The second ‘educative lever’ is the council’s role in relation to National 
Partnerships. As noted earlier, the Council is required to independently assess 
whether performance benchmarks have been achieved before an incentive payment 
is made under National Partnerships. In addition, in the reports on the National 
Agreements, the Council is required to include an analysis of the performance 
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information for National Partnerships to the extent that they support the objectives 
in the National Agreement (COAG 2008b, p. A-4).  

The National Partnerships vary in their intent, but at the core of many is the 
implementation of reforms to improve the outcomes in a sector. For example, table 
13.2 summarises the National Partnerships related to the objectives of the National 
Education Agreement. To take one example, the National Partnership Agreement on 
Literacy and Numeracy aims to deliver sustained improvement in literacy and 
numeracy outcomes for all students, especially those who are falling behind, by 
focusing on the key areas of teaching, leadership and the effective use of student 
performance information (COAG 2008d, p. 1).  

Consistent with the educative function of the accountability arrangements, in the 
second and subsequent years’ reports on National Agreements, the COAG Reform 
Council will report the performance data of National Partnerships related to 
National Agreements, linking progress towards outcomes and objectives with the 
reform actions of governments to improve performance.  

Table 13.2 National Partnerships supporting the National Education 
Agreement 

National Partnership Objective 

Improving Teacher Quality To improve teacher and school leader quality to sustain a 
quality teaching workforce by targeting critical points in 
the teacher ‘lifecycle’ to attract, train, place, develop and 
retain quality teachers and leaders in Australian schools. 

Literacy and Numeracy To deliver sustained improvement in literacy and numeracy 
outcomes for all students, especially those who are falling 
behind, by focusing on the key areas of teaching, 
leadership and the effective use of student performance 
information. 

Low Socio-Economic Status School 
Communities 

To support reforms to transform the way schooling takes 
place in participating schools and address the challenges 
facing students in disadvantaged communities. 

Early Childhood Education To provide universal access to quality early childhood 
education for all children in the year before full-time school 
by 2013. 

Youth Attainment and Transitions To improve access to increase educational attainment and 
the engagement of young people aged 15 to 24 with 
education, training and employment. 

Source: National Partnerships are available at http://www.coag.gov.au/intergov_agreements/federal_financial_ 
relations/index.cfm. 
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13.7 Conclusions 

COAG’s reform of federal financial relations — particularly under the new National 
SPPs and National Agreements — is an example of the ‘devolution and 
transparency’ paradigm of large-scale public sector reform. This paradigm is based 
on the devolution of responsibility to the organisational units delivering the relevant 
service and then the use of transparency to drive performance, by making public the 
results of differing units in a way that allows comparisons to be made (Barber 2007, 
p. 4).  

The new accountability arrangements of the National Agreements clearly identify 
the roles and responsibilities of all governments — Commonwealth, State and 
Territory — in improving the quality, efficiency and effectiveness of government 
services. They also have a mix of incentives — preventive, remedial and 
educative — to encourage governments to improve performance. Further, they give 
an independent agency — the COAG Reform Council — responsibility for 
assessing and publicly reporting on the performance of governments. 

The new arrangements take advantage of Australia’s federal system with its built-in 
basis for benchmarking and comparing across Commonwealth, State and Territory 
governments. They are aimed squarely at improving performance through fostering 
and strengthening learning.  

At the heart of this tradition of accountability is the question of the extent to which 
governments deal adequately with — learn constructively from — feedback about 
their own performance (Bovens 2006, p. 26). 

At the heart of the success of the new arrangements is the extent to which 
Australian governments can embrace intelligent, gutsy federalism. 
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General discussion 

The discussion provoked by session 4 papers centred on: institutional initiatives that 
might support better use of evidence; debate over using indicators for performance 
management; and the risks of inappropriate media uses of data and analysis. 

Institutional initiatives for better use of evidence 
Patricia Rogers, Robert Griew, and Peter Dawkins each noted the importance of 
building a greater public sector culture of transparency, and openness to evaluation 
and learning. Participants who had had confidential access to departmental archives 
of evaluations noted that methodological quality was often very poor; that many 
seemed to have been done to meet formal requirements rather than to promote 
organisational learning; and that staff are ‘often terrified of being punished’ as a 
result of any evaluation that identified ways a program could have been made more 
effective. Some argued the importance of ensuring that existing evaluations, even if 
of limited quality, were made publicly available for analysis and to spur 
improvements. 

Speakers noted the value of institutional independence for quality evaluation, and 
some pointed to the Productivity Commission as an exemplar of institutional design 
to defend independence. Another approach to creating a degree of independence 
and expertise in assessment was the Office of Development Effectiveness within 
AusAID. 

Another institutional path to strengthening evaluation was to ensure easier and 
better-directed access to others’ evaluation work. Several participants noted they 
had been impressed by the example of the Cochrane Collaboration outlined by Sally 
Green (Chapter 8 above). 

Departmental contributors noted a perennial problem of limited expertise in 
evaluation, with the intra-departmental evaluation function frequently hindered by 
rapid rotation of generalist staff. They saw a need to train and give experience to 
specialist evaluators. 

Mary Ann O’Loughlin and some other participants also pointed to the potential of 
‘evaluation clubs’. Some mentioned practice in the area of evaluations of the 
effectiveness of foreign aid. Such ‘clubs’ brought together evaluators to share 
lessons, to contribute peer support and peer review, and in some cases, to fund high-



   

276 STRENGTHENING 
EVIDENCE-BASED 
POLICY 

 

 

quality evaluations out of a pool of funds contributed by club members. One such 
club was the International Initiative for Impact Evaluation or “3ie”, whereas in the 
area of domestic policy, Ron Haskins mentioned the work of the US Coalition for 
Evidence-Based Policy (of which he is a board member). 

Using indicators for performance management.  
Jeffrey Smith noted that, at best, well-selected indicators typically reflected 
outcomes, but outcomes were not the same as the impacts of policies at work in the 
area. An indicator that suggested a good outcome in one jurisdiction might not have 
identified a better-functioning policy, but might just result from that jurisdiction 
having a privileged subset of the broader population.  

A strong improvement in an indicator in one jurisdiction might also follow from 
extravagant resourcing at the cost of other objectives, whereas lesser improvement 
in the same indicator in another jurisdiction could follow from much better targeted 
use of fewer resources. In such a case, perhaps the ‘weaker performing’ jurisdiction 
deserved the greater plaudits and funding, for achieving more with less. 

He pointed out that some indicators (such as retention rates for secondary school 
completion in Australia, or eligibility for college admission in the US) could be met 
by policies that wasted human and financial resources. Better, he argued, to 
carefully evaluate the impacts of policies and enumerate their benefits and costs, 
than to risk creating incentives to meet inappropriate indicators. 

Other speakers acknowledged that such problems could arise with some indicators, 
but argued that in the context of Australia and the COAG process, jurisdictions 
were well placed to stress the context surrounding their performance as captured in 
indicators, and that the information added by the indicators was a step towards 
better understanding of successful policies.  

Misuse of data and analysis 
Some discussion turned on the problem of misuse or misrepresentation of data and 
analysis. One example cited was the misuse of the Productivity Commission’s 
‘outer envelope’ estimates in its 2007 report to the Council of Australian 
Governments on the Potential Benefits of the National Reform Agenda. Speakers 
noted that these estimates of the long term, gross benefits, after adjustment of the 
economy, to the assumed full implementation of the National Reform Agenda, came 
with very clear caveats. Yet those caveats were often overlooked in reporting of the 
benefits.  
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Participants’ comments on this episode included the view that little harm was done 
by such oversimplification; that there were some reasons in the early stages of 
knowledge about the NRA why elements in the estimates might have been 
conservative; and that even somewhat misguided use of estimates was part of a 
better-informed debate than if estimates had not been ventured. 
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WHAT HAVE WE LEARNED AND 
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14 Rapporteur’s comments 

Jonathan Pincus 
University of Adelaide 

Abstract 

Economics has always relied on data and evidence, and on ways of thinking 
logically about them. So the plea for evidence-based policy is directed elsewhere, 
at politicians and their advisors. Undoubtedly, evidence has influenced policy, 
often for the good. However, practical policy choice is determined by interests, 
political preferences and power, as well as by evidence. Strident calls for more 
‘evidence-based policy’ can reflect a political naiveté; or can hide a claim that 
politics should be run by ‘experts’; or can be a cover for the role of interests.  

At this conference, we mainly heard two kinds of accounts. The first were histories 
of past successes or failures to influence policy through the application of evidence. 
The second were programmatic contributions, about how to bring more evidence to 
bear, or better evidence; or how better to interpret evidence. We also had some 
discussion of a third kind, about the broader frameworks within which policy does 
operate or should operate. I will direct some of my remarks there, using the standard 
approach of ‘public choice’. 

In summary, to whom is the plea for more evidence-based policy being directed, 
and with what expectation of reaction? I argue that the prime target cannot be 
policy-oriented economists, whose practices do not fall foul of the criticisms that 
Archie Cochrane directed at the National Health Service. Rather, the pleas for 
evidence-based policy are primarily directed at politicians and their advisors. To 
make such pleas implies the expectation of an effect; an expectation based on some 
theory of public decision-making processes, or of politics, in which there is an 
important role of experts. Political decisions create winners and losers, and 
economists are not expert in assessing the values of various alternative distributions 
of economic welfare. That fact may lead to a degree of disappointment: whereas top 
lawyers in Australia can get to make actual public policy decisions (as judges), top 
economists rarely do more than give advice to decision makers. 
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14.1 Economists do use evidence 

If you are confronted by a person who says ‘I support evidence-based policy: what 
about you?’, what response is there except: ‘Of course I support evidence-based 
policy’? It is an adequate reply, even though you may also think but not say 
‘However, I need to know exactly what you mean by “evidence”, and what you 
mean by “based”’. 

Unlike the common practice of medicine before Archie Cochrane, policy-oriented 
economics was not a craft occupation, and certainly not a craft that neglected to 
heed the evidence which could be made available for interrogation as to the efficacy 
and efficiency of craft practice. 

Henry Ergas kindly provided me with the following from Cochrane’s 1972 book: 
I once asked a worker at a crematorium, who had a curiously contented look on his 
face, what he found so satisfying about his work. He replied that what fascinated him 
was the way in which so much went in and so little came out. I thought of advising him 
to get a job in the NHS, it might increase his job satisfaction, but decided against it. He 
probably gets his kicks from the visual demonstration of the gap between input and 
output. A statistical demonstration might not have worked so well. (Cochrane 1972, 
p. 12) 

From the fact that this conference had a splendid address about the Cochrane 
Collaboration in Australia, it would be wrong to infer that economists and other 
social scientists suffer from envy of doctors. Yes, doctors do decide; but rarely on 
matters of public policy. (I will return to this issue later.) 

In contrast with what Archie Cameron criticised in medicine, economics has had a 
very long tradition of searching for confirmatory non-theoretical evidence, at least, 
and, at best, for crucial or decisive evidence. 

Although I am much more familiar with economics than with other social sciences, 
what I know of sociology, social psychology, geography and anthropology suggests 
that the same is true: they have all had long traditions of looking at the factual 
evidence through some theoretical filter or other. Even political science has long 
had an empirical stream, and political philosophy is gathering and using evidence 
these days. 

Thus, the plea for evidence-based policy is not aimed at policy-oriented economists 
in universities and the like. Economics has always relied on data and evidence, and 
a set of ways of thinking logically about them. Nonetheless, there can be virtue in 
preaching to the converted: it hones arguments to be presented later to the un-
converted; and it helps to keep up morale (Harries 1991). 
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As Gary Banks and Brian Head both stress in their conference contributions, policy 
decisions depend on more issues than those of pressing importance to evidence 
based policy–style economists. Economists and other social scientists, acting in 
their professional capacity, rarely get to decide anything of public importance. Top 
economists get the Nobel Prize; become secretary of the US Treasury, chairman of 
the US Federal Reserve, or governor of the Australian Reserve Bank, or enter other 
senior public offices; have rewarding careers on statutory bodies; become 
consultants; or hold prestigious university chairs.1 But in the Anglosphere there are 
far fewer public decision-making positions for an economist-as-economist than 
there are for lawyers, who can aim at becoming judges, of which there are plenty. 
So maybe the conference needed a paper from the field — the law — that has given 
much thought to questions of admissibility, relevance and weight of evidence. 

14.2 Interests matter 

At the 2009 Australian Conference of Economists, John Siegfried made the 
Australian launch of a book that he edited for the American Economic Association, 
called Better Living through Economics. The book has 12 case studies in which 
economic research, according to Siegfried, ‘had a profound effect on our way of life 
and material wellbeing affecting income and wealth, as well as mortality, health, 
happiness, and welfare’.  

The 12 cases are: 

• tradable pollution permits  

• price index reform  

• antitrust reform  

• matching physicians and students  

• spectrum auction design 

• airline deregulation 

• welfare-to-work reform 

• Earned Income Tax Credit 

• trade liberalisation  
                                              
1 Economists do find employment on various Australian statutory entities such as the 

Commonwealth Grants Commission (an advisory body, but effectively a decision-making one); 
the Australian Consumer and Competition Commission; the Australian Competition Tribunal; 
and wage-fixing bodies. Often, however, they generally share decision-making powers with 
lawyers. See Hughes (1980).  
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• saving for retirement  

• monetary policy targeting  

• voluntary military force. 

In many instances, the original impetus was largely theoretical. For example, Milton 
Friedman advocated a volunteer army in his 1962 book Capitalism and Freedom, 
using at best casual empiricism, but mostly through powerfully argued theoretical 
and moral cases. For tradable permits, the foundational theory was provided by 
Ronald Coase and amplified by William Baumol and Wallace Oates. For the policy 
of reducing barriers to international trade, the original theoretical ideas date back at 
least to David Ricardo.  

Theory was important, but not trumps. In all but maybe one case, some kind of 
empirical evidence was essential for ‘selling’ the idea to policy advisers and to 
politicians, and even to the general public; for example, some trials or experiments 
were run before the matching algorithm was adopted widely in medical and other 
schools. At the other end of the spectrum, the change in default enrolment in 
pension funds in 2006, the impetus was, to a great extent, empirical not theoretical. 

I want to make two points about these and similar ‘war stories’. The first is to 
reiterate that economics has long used evidence as the basis of policy 
recommendations. 

My second point was signalled by my calling these ‘war stories’. During the 
conference we were treated to similar tales about the influence of evidence on 
policy making, but I found them largely unconvincing. I tend to view such stories 
through the ‘interest’ approach to politics, associated with Arthur Bentley and 
E.E. Schattschneider in American political science; and with the ‘public choice 
school’ in American economics. The basic public choice idea is that diffused 
interests, and especially those standing to gain little per person, will not be as 
effective politically as concentrated interests that stand to gain (or lose) much per 
head. However, all other things being equal, inefficient policies are less attractive 
politically than are efficient policies.  

Siegfried’s selection is unabashedly of instances in which economic advice was 
taken—what could be called ‘merited victories’. However, we need to look at an 
unbiased sample of all cases in which evidence was tendered, which include 
‘unmerited defeats’ (good ideas not adopted) as well as ‘unmerited victories’ (bad 
ideas adopted: living worse through economics?).  

For ‘merited victories’, we need to entertain the hypothesis that interests played a 
major role even when evidence was allegedly decisive in a public policy decision. 
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This does not mean completely ignoring the role of good evidence, or the roles of 
values, ideology and morality in public decision-making processes, but maybe 
giving them a weaker part than is played by interests. 

To take an example of failure of evidence-based policy — the background paper for 
this roundtable details the three worthy goals of the National Drought Policy:  

• encourage primary producers and other sections of rural Australia to adopt self-
reliant approaches to managing the risks stemming from climatic variability 

• maintain and protect Australia’s agricultural and environmental resource base 
during periods of extreme climate stress 

• ensure early recovery of agricultural and rural industries consistent with long-term 
sustainable levels. (DAFF 2007) 

These goals were supported by a considerable quantity of relevant evidence. Yet the 
money went elsewhere: expenditure has predominantly been directed as emergency 
payments to a minority of farmers in perceived hardship, and to farm businesses 
meeting eligibility criteria. 

One interpretation is that there is a political value in listing worthy objectives of this 
kind in legislation, to give some ‘cover’ for what the program is really about, which 
is ‘emergency’ relief. Did the minister keep a straight face when introducing the 
legislation? Did parliament really expect that traditional drought relief would be 
replaced by payments according to the objectives of the National Drought Policy? 
(Rural electorates — because of the relative homogeneity and greater salience of 
their economic interests — have disproportionate power in the Australian political 
system, compared to city electorates.) 

If we entertain a model of public policy that is largely interest driven, what is the 
role for evidence about what is good for ‘community welfare’? Does the provision 
of such evidence explain, for instance, the great neoliberal experiment of reducing 
Australian rates of border protection against imported goods? Similar policy 
changes were taking place in other countries, so an Australian explanation should 
largely be directed at the timing of the change, not the fact of it. Various kinds of 
Australian evidence were adduced against the protectionist policy. The first was that 
it was expensive to national economic welfare, and increasingly so: this fact 
counted against its continuation in Australia and internationally — the balance of 
interests was being upset. Secondly, evidence about the dynamics of the Australian 
labour market calmed some fears about mass unemployment following a tariff cut, 
and the government put in place some special forms of adjustment assistance. But 
maybe at least as important was the fact that one rural-based politician, Bert Kelly, 
convinced farmers that the system was largely against their interests.  
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In his conference presentation, Bruce Chapman recounted the role of evidence in 
the introduction of university fees and the attendant income-contingent loan scheme 
in Australia. The evidence he cited mainly related to estimates of the average 
private and public rates of return from university study, and to the socioeconomic 
classification of university students. I can well understand how evidence of average 
rates of return can be used to justify university fees: Adam Smith would have 
approved. But we should look elsewhere for evidence to support a system of 
unconditional loans for student fees, with income-contingent repayments: 
presumably, evidence that promising potential students from low socioeconomic 
backgrounds had been dissuaded from enrolling at Australian universities for 
cashflow reasons, or would be, if they had to pay fees up front. (Forgone earnings 
were a much larger cost to the average student than were the fees being 
contemplated.) As far as I know, no such Australian (or other) evidence was 
adduced. Would it have mattered to the decision, if the evidence had been presented 
against the hypothesis of cash or credit constraints?  

My point is that there is an alternative hypothesis about the use of evidence in this 
instance, namely, that Minister Dawkins wanted his educational revolution of a 
massification of the universities; that he knew that taxpayers would be very 
unhappy if they were told that they had to bear the full cost of the expansion of 
tertiary education; and that the Higher Education Contribution Scheme achieved the 
first goal without the second consequence. 

14.3 Some win, some lose 

What is being sought, through the campaign for evidence-based policy, is a stronger 
or wider role in policy decisions for experts in policy-relevant evidence. There seem 
to be two main targets of the campaign. First are politicians and their close advisors. 
Second are moralists, sometimes called ideologues. Of course, these two categories 
can overlap.  

Maybe it is a good thing to preach to politicians and their advisors.2 Presumably the 
purpose is to influence policy decisions. But policy decisions take account of 
matters upon which economists are not expert. Gary Banks wrote of the Australian 
experience that: 

It also reveals the sterility of academic debates about whether evidence can or should 
play a ‘deterministic’ role in policy outcomes. It will be clear to all at this gathering in 
Canberra that policy decisions will typically be influenced by much more than 

                                              
2 James M Buchanan argued that a sensible society ‘pays the preacher’ (including, possibly, 

bodies such as the Productivity Commission) (Buchanan 1994). 
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objective evidence, or rational analysis. Values, interests, personalities, timing, 
circumstance and happenstance — in short, democracy — determine what actually 
happens. (Banks 2009, p. 4) 

Although this quotation can be interpreted simply as stating a fact — namely, that 
values, interests and so on, do influence policy outcomes — I suspect that Gary 
Banks also had a normative intent: that some of these things should influence 
policy. (However, I also note that values and interests seem to be set in opposition 
to or cut across ‘objective evidence’ and ‘rational analysis’.) 

It is useful to list three questions about public policy, the last of which I have 
already briefly discussed: 

1. What works? 

2. What is worth doing? 

3. What is done? 

Early in the conference, we were reminded of Tony Blair’s statement about being 
interested only in ‘what works’. This is a question of efficacy, a technical question 
to be answered by specialists or experts. We do need to know, however, what it is 
that ‘what works’ works on. In particular, a factual matter of great interest to 
politicians and their advisers is who gains and who loses, and how much: what 
works to improve the wellbeing and affiliation of a set of voters? 

Jeff Smith memorably reminded the conference to not forget the ‘subscript i’: or, 
put otherwise, that it is unknown for a policy to improve the outcomes for everyone 
who is affected, more than some alternative. Therefore, someone or some group has 
to make an overall judgment: Is this policy worth doing?3 

Typically, the economist’s solution is to employ practical utilitarianism — for 
example, cost–benefit studies, or computable general-equilibrium modelling — to 
decide what works to improve economic efficiency or community wellbeing. This 
presumes an answer to the second, normative question: namely, that improving 
‘community wellbeing’ is worth doing. As a moral stance, utilitarianism is far better 
than many others that I can think of. But it is not the only respectable framework of 
normative evaluation, of a means of making an overall judgment about a policy that 
harms some interests or values, and helps others. 

Utilitarianism is a consequentialist approach. In contrast, there is an important 
moral claim underlying Milton Friedman’s Capitalism and Freedom — namely, 

                                              
3 For the use of the distinction between ‘reason for belief’ and ‘reason for action’, see Furedi 

(2009).  
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that freedom is a value in itself, one that exists apart from the consequential benefits 
or costs that freedom brings and entails. 

I suspect that there is no completely non-consequentialist defence of freedom 
(except as a matter of religious faith, as in ‘God wants us to be free’). But the main 
arguments about freedom — those that led to the change in the way that people 
were thought to relate to their rulers and state, and hence which led to democratic 
forms of governance and the rule of law — were moral, not factual or 
consequential: they were about the moral standing of individuals.  

To take an extreme example, slavery was abolished in the British Empire not 
because it did not work, but because it came to be considered morally abhorrent.4 

The moral constraint imposed by utilitarianism is that it approves only those 
changes that generate more gains than losses — all in terms of unobservable stuff 
called ‘utility’.5 Australian democracy is thankfully not damaged by a tradition of 
‘winner takes all’ after a general election. But that does not mean that our politics 
are based, or should be based, on a philosophy of ‘winner takes nothing unless it is 
more than is taken from the losers’. Utilitarianism involves a much greater 
constraint than imposed by the prohibition against ‘winner takes all’. Therefore, it is 
not the dominant ideology of politics. 

14.4 Conclusion 

Modesty, not stridency, befits economic policy advisers. I vividly recall the speech 
given by the then Treasurer, Peter Costello, on the occasion of the thirtieth 
anniversary celebrations of the Industry Commission/Productivity Commission. He 
reminded the audience that it was the politicians, not their advisors and academics, 
who took the bold, even heroic, decisions on microeconomic reform. Good ideas do 
not prevail in policy through a magical process of shining the light of truth into 
darkness. Rather, they have influence within a system that defines problems and 
agendas, selects from competing approaches, then crafts, implements and seeks to 
justify responses — and involved in all these steps are interests, political 
preferences and power. Strident calls for more ‘evidence-based policy’ at best 
                                              
4 Can we base moral judgments solely on factual evidence? There is a group of moral 

philosophers who use laboratory experiments, surveys and natural and field experiments to 
investigate what some have called the universal grammar of morality. But the relationship 
between these empirical investigations and moral argument has yet to be agreed. 

5 In practice, economists selectively apply tests for economic efficiency: specifically, very rarely 
do economists take seriously the inefficiencies that the usual methods indicate arise from 
substantial redistribution. An exception is Mark Harrison (Harrison 2007).  
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reflect a political naiveté; or, worse, can hide a claim that politics should be run by 
‘experts’6; or, worst, can provide a smokescreen to disguise the role that interest 
plays, while simultaneously marginalising and delegitimising opposing viewpoints. 

14.5 Coda: randomised controlled trials 

This conference has ranged widely over types of evidence, from random 
assignments into treatment categories within a controlled environment, through 
natural experiments, through statistical analysis of panel data sets and other forms 
of econometrics, through computable general-equilibrium modelling, to theoretical 
propositions. A comment on those who hunger after medical-style evidence for the 
social sciences: despite Andrew Leigh’s paper, I remain convinced that Australian 
randomised controlled trials (RCTs) are destined to provide major inputs into 
relatively minor social and economic policy decisions. 

Say we had conducted an experiment through some kind of RCT in 2007 to find out 
how people react to an unexpected gift of cash from the government: what 
determines what they spend and what they save and, if they save, for how long; 
also, what are the effects on taxpayers, if the gift is debt financed? I strongly doubt 
that this would have told us what Treasury policy makers needed to know, when 
they advised the Rudd Government on the stimulus package. 

Or take performance pay for teachers in state schools. Say that we were concerned 
that lessons from US studies would not transfer well to Australia, in view of the US 
tradition of locally controlled public schools, so we wanted to test the effects of 
performance pay in Australia before it was considered for widespread 
implementation. We clearly could not run double-blind assignments of teachers to 
one form of pay or another. Therefore, some teachers would be selected randomly 
and informed that they would be eligible for performance pay; and others, not. The 
first hurdle is that any experiment would require the rewriting of the contracts of 
individual teachers or, at least, a renegotiation of their conditions of employment. 
Assuming that that hurdle were surmounted, I would still expect that union 
opposition to performance pay would greatly influence the outcomes, in 
unknowable ways (whether the random assignments were made within each school 
or across a state) (Donohoe 2009).  

                                              
6 The most famous expression of a yearning for economists to be regarded as experts is 

J.M. Keynes’s ‘If economists could manage to get themselves thought of as humble, competent 
people on a level with dentists, that would be splendid’ (Keynes 1931, p. 373).  
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General discussion 

Following Jonathan Pincus’s reflections on the first four sessions (chapter 14), the 
Roundtable concluded with comments from a panel made up of David Tune, Ron 
Haskins, Jeffrey Smith and Mary Ann O’Loughlin, and then a general discussion 
involving other participants. 

Panel discussion 

David Tune suggested the subject matter of the Roundtable would be valuable to 
both policy advisers and the politicians that they served. He noted that in long 
experience as a policy adviser, he had learnt there were often conflicting objectives 
in policy making (for example between excellence in design of a spending program, 
and fiscal cost).  

A good policy idea could be proposed 5 or 6 times over 15 years, without ever 
gaining support, and then be accepted and implemented because various political 
and other forces had moved into alignment. One possible example was the reform 
of COAG arrangements, where there was a widening realisation among politicians 
and public servants at all tiers of government that existing processes weren’t 
working well, and that continued strong economic performance would require 
redoubled reform efforts. Similarly, crises could also facilitate initiatives that 
couldn’t otherwise have been undertaken. 

Evidence could be influential when such opportunities arose, and public servants 
should try to anticipate the evidence requirements that would facilitate policy 
change. While this could be difficult, one successful example was precautionary 
thinking within the Commonwealth Treasury some 4 or 5 years earlier, about how 
governments should respond when faced with the threat of another recession. That 
exploration of the evidence had paid dividends in advice permitting a speedy 
response to the global financial crisis. 

Finally, David Tune suggested that emphasis on evaluation may have faded over the 
last decade. Policy proposals used to require inclusion of an evaluation strategy, and 
funding was allocated for approved evaluation plans. But the quality of execution 
had sometimes fallen short, and it was desirable to build a stronger evaluation 
culture.  
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Ron Haskins noted that while the use of evidence in the political process was often 
‘ugly’, there were avenues of influence that could be used to strengthen evidence-
based thinking: individual evidence-minded legislators; transparency institutions 
such as the Congressional Budget Office in the USA and the Productivity 
Commission in Australia; journalists with an interest in good use of evidence; and 
(in the US context) Congressional Hearings.  

Making good policy was a medium-term commitment: most major US reforms had 
been built over 4 to 8 years, and ‘the truth will out in the long run’, even if poorly-
informed thinking held sway at particular stages of the debate. 

US experience that had been useful in strengthening the quality, quantity and 
influence of evidence included shaping reform legislation that included a budget for 
high quality evaluation, using random assignment where appropriate, and charging 
the relevant cabinet secretary with responsibility for using that funding most 
effectively. 

Jeffrey Smith cited claims from some Australian colleagues who thought Australia 
would stand towards the bottom of a league table of advanced economies in its use 
of evidence to inform policy. But reflecting on some of the creditable Australian 
examples presented at the roundtable, he doubted that assessment would be true. He 
was, however, less optimistic than Ron Haskins about the beneficial impact of 
quality reporting in advancing the cause of evidence-based policy. In the US, he 
found even specialist journalists in quality publications generally made a poor job 
of explaining how a particular body of evidence had been established, and what its 
strengths and limitations were. 

A key issue in strengthening evidence was the training and employment of 
numerate and methodologically-skilled evaluators. The US experience was that 
anti-poverty programs since the 1960s had seen the gradual emergence and 
dominance of economists over previous generations of sociological researchers in 
this field, strengthening evaluation. But a professional monoculture was not 
desirable, and Professor Smith praised the work of the US Institute for Education 
Sciences, that had transformed the quality of education policy evaluation, including 
by providing doctoral training grants for students who studied rigorous evaluation 
of education policies – with the key being the methodological rigour of the study. 

Professor Smith also outlined the case for ‘routinization’ of evaluation in a 
particular area (such as labour market programs, or agricultural programs). 
Routinization sought to standardize the processes of relevant evaluations, in effect 
to a template that could be applied to many projects by less skilled evaluators. This 
would hopefully produce acceptable quality evaluations in a greater range of cases 
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than could have been studied from first principles by a very limited pool of highly 
skilled evaluators. 

Mary Ann O’Loughlin highlighted what for her were the most important messages 
from the Roundtable discussion: good evidence matters; good use of evidence has 
to be alert to differential impacts of policies on different groups, not just the average 
impact; randomised evaluation methodologies could be powerful, but were not a 
cure-all; and that the lags between gaining and analysing evidence, and its 
influencing a constituency for reform, were large. 

On this last point, transparency and communication were important parts of the 
task. For policy makers and advisers to make sense of a large variety of rapidly-
growing evidence, there were important roles for networks of experts, and for 
dissemination and processing institutions such as the Cochrane Collaboration.  

General discussion  

In brief closing discussion, speakers with policy experience in New South Wales, 
Victoria, Queensland and the Commonwealth all argued it was an opportune time to 
carry forward innovations to support stronger evaluation and better use of evidence 
in policy formation.  

Data sets (for example on health and education) that had previously been closely 
held within jurisdictions were now beginning to become more widely available, and 
there was scope for facilitating access to data and protocols for data sharing that 
could perhaps be helped by agencies such as the Australian Bureau of Statistics, the 
CoAG Reform Council, or the Productivity Commission. 

Speakers felt the Roundtable had highlighted some ideas that were ripe for practical 
application in Australia, and some from other countries that might be useful, such as 
the roles of the Economic and Social Research Council, the Government Social 
Research Service, and the Chief Government Social Researcher in the UK. 
Professor Brian Head noted the opportunity to draw on such ideas in development 
of the Australian Research Council’s work.  

One speaker observed that while there were obviously opportunities for government 
departments to do better evaluations, there would always be conflicting pressures on 
such departments, and there were virtues in transparency and independence in 
sponsoring greater evaluative contributions from institutions outside the public 
service. 
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A Roundtable program 

Day 1 — Monday 17 August 

3.30 – 4.00 Registration 

4.00 – 4.15  Welcome 

Gary Banks, Chairman, Productivity Commission 

Session 1 Evidence Based Policy: Its principles and development 
Chair: Gary Banks 

4.20 – 4.40  Brian Head, Institute for Social Science Research, University of Queensland 

4.45 – 5.25  Keynote speaker: Ron Haskins, Senior Fellow, Brookings Institution 

5.30 – 6.10 Keynote speaker: Jeffrey Smith, Department of Economics, University of 
Michigan 

6.10 – 6.40  Roundtable discussion 

6.45 – 7.15 Pre-dinner drinks 

7.15 – 9.45 Dinner 

Guest speaker: Terry Moran, Secretary, Department of Prime Minister and 
Cabinet  

 
Day 2 — Tuesday 18 August 

Session 2 How robust is our evidence-based policy making? 
Chair: Mike Woods, Deputy Chairman, Productivity Commission 

8.45 – 9.05  Bruce Chapman, Crawford School of Economics and Government, 
Australian National University 

9.05 – 9.25  Henry Ergas, Chairman, Concept Economics 

9.25 – 9.45 Grant Scobie, Principal Adviser, Policy Coordination and Development, 
NZ Treasury  

9.45 – 10.15 Roundtable discussion 

10.15 – 10.30 Morning tea 
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Session 3 From rhetoric to practice – how do we improve the availability 

and quality of evidence?  
Chair: Bernie Wonder, Head of Office, Productivity Commission 

10.30 – 10.50  Sally Green, Australasian Cochrane Centre 

10.50 – 11.10 Patricia Rogers, Public Sector Evaluation, RMIT 

11.10 – 11.30 Andrew Leigh, Research School of Social Sciences, ANU 

11.30 – 12.00 Roundtable discussion 

12.00 – 1.00 Lunch 

 
\Session 4 Institutionalising an evidence-based approach – how can an 

evaluation culture be embedded into policy-making? 
Chair: Wendy Craik, Commissioner, Productivity Commission 

1.00 – 1.20 Peter Dawkins, Secretary, Victorian Department of Education and Early 
Childhood Development 

1.20 – 1.40 Robert Griew, Associate Secretary, Department of Education, Employment 
and Workplace Relations 

1.40 – 2.00 Mary Ann O’Loughlin, Executive Councilor and Head of the Secretariat of 
the COAG Reform Council 

2.00 – 2.30 Roundtable discussion 

2.30 – 2.35 Afternoon tea – to the table 

 
Session 5 What have we learned and where to from here? 

Chair: Gary Banks 

2.35 – 2.55 Rapporteur: Professor Jonathan Pincus, University of Adelaide 

2.55 – 3.25 Panel discussion: David Tune, Associate Secretary, Department of Prime 
Minister and Cabinet, Mary Ann O’Loughlin, Jeffrey Smith, Ron Haskins 

3.25 – 3.55 Roundtable discussion 

3.55 – 4.00 Closing: Gary Banks  
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