Smarter Policy:

Choosing Policy Instruments and Working with Others to Influence Behaviour
A major challenge for public servants is designing policy that effectively achieves the Government’s goals within today’s complex and interconnected economic and social environment. Because the APS is under great time and resource pressure, resort to past practice often takes precedence over broader, more inclusive approaches to devising and implementing policy. This paper sets out why more ambitious approaches to formulating policy are needed; what form such ‘instruments’ should take; and how they can work most effectively.
Thinking laterally and inclusively about what groups and individuals might have a convergent interest in achieving particular goals is essential to good policy design. Accordingly, Smarter Policy exhorts policy-makers to think creatively about how to actively co-opt these parties into the policy framework—including into the design, implementation and compliance processes. Such co-opting can result in better policy outcomes with lower costs to government.
The paper indicates that such an approach would also enhance the preparedness of policy-makers to utilise insights from behavioural theory and evidence. A previous publication in the Contemporary Government Challenges series, Changing Behaviour: A Public Policy Perspective, explored this approach from the vantage point of influencing the individual behaviour of citizens. Smarter Policy takes the analysis further and looks at how behavioural theory can help policy-makers influence the working of organisations. It also recognises the significant advantages for public servants of looking beyond the traditional model of government as being solely responsible for devising and implementing policy frameworks. In addition, it encourages policy-makers to seek inspiration for innovative policy ideas from a range of sources, including international public sector jurisdictions and research. The emphasis is on adaptability and flexibility in policy design—in essence, ‘what works in practice’.
The document recommends that public servants explore the full range of possible policy instruments on the basis that each works well only in a restricted range of circumstances—none is effective across-the-board. It examines five types of instrument: 

1. Direct Government Regulation, known also as ‘black letter law’ or ‘command and control regulation’, whereby the Government formulates and enforces legislation specifying the behaviour required of organisations or individuals;
2. Self-Regulation, Quasi-Regulation and Co-Regulation, which occurs across a continuum featuring varying degrees of industry and government oversight;
3. Voluntarism, which is based on an individual or a firm undertaking to commit to certain standards and behaviours;
4. Education and Information Instruments, which are broad in variety and scope and usually involve varying degrees of compulsion by government; and
5. Economic Instruments, which consist of positive incentives such as subsidies and grants, and negative ones, including taxes and fines.
Participation by third parties such as NGOs, industry associations and financial institutions can also contribute significantly to innovative policy design. Such involvement is often highly cost-effective, in that it allows the Government to focus its resources, which are always under pressure, on those areas where there is no alternative to direct regulation. There are also spheres where the large number of small players renders direct government regulatory influence impractical.
The paper outlines several requirements for strengthening the policy-making capability of the APS:
· good analytical, and big picture thinking skills;
· the ability and willingness to think more laterally and inclusively in aligning different players and policy tools in a unified and coherent strategy;

· high-level connecting, communication and facilitation skills to enable the APS to work across levels of government and organisational boundaries effectively and to engage stakeholders in tackling policy issues co-operatively;
· technical skills which equip public servants to understand fully the industry characteristics and the issues that policy-makers need to grapple with—policy interventions in relation to climate change or gene technology, for example, require high levels of specialist knowledge;

· an awareness of and a willingness to apply the insights from behavioural theory in policy design and implementation; and
· an organisational culture that encourages an adaptive and flexible approach to policy interventions—one which accepts a role for economic theory and supports both research and evaluation and empirical initiatives such as field research and trials.
The publication identifies considerable scope for agencies to foster more innovative and learning cultures in their workplaces, while warning that ‘quick fix’ policy solutions are not always easy, or even possible. Risk and occasional failure are unavoidable elements of pursuing smarter policy.
Smarter Policy: Choosing Policy Instruments and Working with Others to Influence Behaviour, forms part of the APS Commission’s Contemporary Government Challenges series.
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