POLITICAL DECISION-MAKING

How the Political Elite
Make Decisions ., oo o

We like to think that big policy decisions are made thoughtfully,
informed by data, with careful consideration of the facts and
after a deliberate weighing of the options. Not so it seems.
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It turns out that the political elite use ‘rules of thumb,’ also known as
heuristics, to make the big decisions.! So who are these people,
why do they decide that way, and is it OK that they do so?

The elite is a small group of individuals who occupy prominent positions in society, and who have preferential
access to resources and an outsized impact on events. They tend to recognise one another, act and think alike.

The political elite is a subset, comprised of politicians, senior bureaucrats, and advisers. Politicians in power
face a 24/7 news cycle, deal with complex problems and divergent opinions. And though this is what they
signed up for, it can lead to the political elite relying on heuristics to cope.

Which heuristics do the political elite use and why?

The literature shows that the political elite are prone to use heuristic such as, being more sensitive to losses than gains,
also known as prospect theory, status quo bias, overconfidence - leading to poor decision-making, which when combined
with escalation of commitment could help explain why once having made a poor decision, the elite are also prone to
doubling down on previous commitments and stereotyping? to name a few.

There are seven factors that influence the political elite in using heuristics:

1. Experience: the greater the experience the more 5. Self-interest: For example, gaining or remaining in

effective use of heuristics.?

. Context: Greater experience in similar contexts
appears to allow the more experienced to get to an
acceptable outcome more quickly than those with
less experience.*

. Complexity: More complex issues are associated
with the greater use of heuristics.’

. Urgency: The greater the urgency the more likely
the use of heuristics.®

office.

. ldeology: Political ideology such as conservatism or

socialism can be used as a heuristic.

Emotion: For example, the British prime minister
Herbert Asquith’s decision to enter World War One
was thought to have been influenced by anger and
fear.”
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The issue is though—is that OK?

Is it good enough, for example, that a decision to go to war is influenced by heuristics,
or should we expect a more thoughtful approach before placing troops in harm’s way?

Is it OK to use heuristics for political decision-making?

There are two leading schools of thought around the use
of heuristics. The heuristics and bias (H&B) school lead
by the Nobel laurate Daniel Kahneman, and the fast and
frugal (F&F) school led by Gerd Gigerenzer.

The H&B school argues that there are two styles of
decision-making—either quick or deliberate®, however
there are a few caveats. These decision-making styles
could be thought of as being at opposite ends of a
spectrum, and by implication, a blend of these two
decision-making styles is likely, as is a sequencing of
different decision-making styles, e.g. using heuristics
to narrow down the range of choices, then a deliberate
approach to choosing between them. But when it comes
to political decision-making Kahneman argues that
heuristics should not be used,® whereas Gigerenzer
allows for their use in political decision-making.'

Transport pricing reform

So, which school is right? Unfortunately, it’s not that
straightforward.

The problem with political decision-making is that often
the answer to a question is unknown in advance, because
the problems are complex. The lack of a “correct” answer
makes testing alternatives impossible. To make matters
worse, decision-making by the political elite make can

be motivated by their desire to stay in office." And so,

it's not possible to test motivated decision-making in an
objective sense, because it is subjective—by definition.

Notwithstanding the impossibility of a binary solution

to the debate about the use of heuristics in political
decision-making, we wanted to learn more. So, we
managed to secure rare access to 21 senior ex state
politicians, their advisers, and senior former bureaucrats
discussing an innovative but politically difficult transport
pricing policy proposal.

Road congestion in large cities is a significant issue in Australia. Charges for road use are levied upfront (e.g. vehicle

registration tax) and do not reflect actual road usage. An alternate approach to transport network pricing (TNP) would be

a user pay system where those who travel during peak times, for greater distances or into highly congested zones would

pay more than those who didn’t. And so, there was political risk.

8. Kahneman, D. (2011). Thinking, fast and slow. Macmillan.

9. Kahneman, D., & Klein, G. (2009). Conditions for intuitive expertise: a failure to disagree. American Psychologist, 64(6), 515.
10. Gigerenzer, G. (2008). Why heuristics work. Perspectives on Psychological Science, 3(1), 20-29.
11. Bowler, S., Donovan, T., & Karp, J. A. (2006). Why politicians like electoral institutions: Self-interest, values, or ideology? The Journal of Politics, 68(2), 434-446.
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There were 21 participants, six of whom were current or former senior politicians (from both major political parties),
seven current or former senior bureaucrats (i.e. heads of departments), and eight current or former political advisers.
Participants were drawn from the two major parties, for balance. And as the participants were no longer in positions of
executive power, we hoped to minimise the risk of presentation management overlaying the decision-making process.

An extensive briefing document was provided to all participants in advance, including a detailed business case, economic
modelling, pricing recommendations, traffic projections and demographic analysis.

What we found — whether to engage and how to engage

We found that the political elite used heuristics in two ways.

First, to decide whether to engage with an issue, using the “wait-and-see” heuristic. And second—having
decided whether to engage—how to engage, using political empathy to guide their actions on TNP.
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Whether to engage — the “wait and see” heuristic

The primary concern of the elite we observed was not judging the TNP in isolation on its merits,
rather whether they ought to engage with the TNP at all. In other words, they didn't act as judges,
considering the facts of each case brought before them. Instead, they behaved like investors,

deciding which stock to invest in from a broad market.

So, the first question they asked was — are voters
demanding action? They sensed that though there was
dissatisfaction about traffic congestion, community
sentiment hadn’t crystallised to the point where

action was being demanded. The issue wasn’t making
headlines, and so, the answer to the first question was
“no”, the issue wasn’t urgent and didn’t demand action.
This led to the second question; if this issues wasn’t
urgent, yet they pressed ahead with implementing the
TNP regardless — would there be much resistance?

In a telling comment, a senior politician summed up the
situation, based on his experience of trying to change car
usage behaviour through pricing signals alone:

“Pricing hasn’t worked. [It] takes a lot of fiscal pain

for someone to get out of a car.”

Politicians representing outer suburbs feared community
pushback from increased costs which cast a shadow of
self-interest over their decision-making.

So, the calculation was - “yes”, there was a risk of strong
resistance to those proposals from segments of the
community. At this point they thought - the matter isn’t
urgent, there’s likely to be pushback and so they asked
the third key question - if we impose this policy against
the wishes of the electorate ...

“... are we prepared to spend the political capital

needed to overpower that resistance?”

This strategy, characterised as the “political strong man”
approach had been used in New York, London, and
Singapore for example. A former adviser summarised the
group’s dilemma at this point in the decision tree.

“It’s [political] suicide analysis, how much damage

are you going to do to yourself?”

A former senior bureaucrat summed up the three step
decision tree with a pointed question:

“Does any politician think that the big problem is

congestion and that the answer is pricing?”

The matter was decided quickly with the answer to this
question by a senior former politician:

“No. Not yet.”
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To identify the heuristics voters might use to judge the proposal, the political elite used political empathy - putting

themselves in voters’ shoes to identify which heuristics voters would use when judging a policy.

To help them with political empathy they used:

» Stereotyping — the forum established
“Cranbourne man” as the typical suburban voter
who is independent, easily upset and whose key
concern is access to roads.

» Trust - participant’s view was that the greater the
trust, the more likely voters would be to support
an innovative policy. So, if the government could
demonstrate a track record of successful delivery,
voters would be more likely to trust them with large
issues such as the TNP.

» Incrementalism — the forum thought that if the
public became used to new pricing arrangements
on electric vehicles, they would be more amenable
to the TNP.

» The decoy effect — when an obviously less
attractive option is included in a set of alternatives
with the aim of influencing choice towards a
recommended option.

And so, the complex issue of whether to engage with the TNP was decided. It was a decision not to engage,
or a decision to make no decision. A previously identified™ but not observed heuristic of “wait-and-see” was

used to decide the fate of an innovative policy proposal.

So what?

While we identified seven factors that influence the use
of heuristics by the political elite, we saw five in play

at our forum — experience, context, issue complexity,
and urgency. Though our forum members were highly
experienced, they were not experts in transport pricing
policy and so context was key. The matter was highly
complex, and as there was no pressing need to decide,
urgency was low. The combination of those factors
influenced decision-making style, and caused them to
use both styles of thinking, not either.

The politicians we observed made a decision about a
decision, which could be considered deliberate decision-
making based on elaborate thought, so supporting the
F&F school.

However, in arriving at that decision they did not consider
the details of the extensive briefing materials, rather

they used a three-step process to reach an acceptable
answer quickly - the hallmark of heuristic decision-
making, preferring to “wait-and-see”.

While it looks like an important question —is it OK for
heuristics to be used for political decision-making, it
turns out that this isn’t a good question after all. This
forum showed that both styles of decision-making can be
appropriate, rather than one or the other. And while most
studies of political decision-making focus on decision-
making, few address political non-decision-making. For
the first time to our knowledge, we found evidence of the
use of heuristics for avoiding a decision, and the shaping
of public policy by inaction.
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When dealing with political elite, there’s a real risk that there either won't be a decision, or one that “doesn’t
make sense”, so what can be done to avoid those poor outcomes?

1.

Try to re-engage the decision makers on the

detail, so forcing deliberate thinking, but there

are problems with this approach. The likelihood

of success is low — we know the political elite like

to use heuristics.”® And secondly, as there are

some situations where heuristics are preferable to
elaborate thinking™, so it's possible that for instance
now is not the right time for the proposal.

Encourage decision makers to become aware

of their biases possibly through leadership
development programs. Once again there are
problems with this approach. Telling someone
important that their decision-making is biased, and
they should re-train could be career limiting. And
including de-bias training in general leadership
development training programs, so that when
leaders do emerge into senior roles they rely less
on heuristics is a very long-term play. Worse still,
there’s evidence that such training programs are
either useless’, or can backfire."®

3. Use the decoy heuristic by adding an obviously

inferior alternative to the one you prefer. While
this might have the desired effect it’s ethically
questionable. At minimum you could be accused of
libertarian paternalism, or at worst manipulative.

. Take a portfolio view of all your policy proposals

and put them to the “wait and see” heuristic test to
spot which ones might struggle to get leadership
engagement. This has legs. It recognises that the
political elite use heuristics rather than pushes back
against it, and so is a pragmatic choice. It provides
feedback on which of your proposals is likely to be
successful and which could end up in deep freeze.
Armed with that information, you could re-allocate
your resources to those proposals with greater
chances of success, becoming more effective in
the process. And, in looking at those proposals

that didn’t pass the “wait-and see” test, you might
discover which conditions need to change or be
changed for them to pass the test.

In summary, there’s evidence that heuristics have their place in decision-
making, and that a blend of deliberate thinking and heuristics is effective.

But the issue is not the theoretical one of whether important people ought not use heuristics, it's the
pragmatic one of how to cope with the fact that they do. The “wait-and-see” heuristic is alive and well
among the political elite, understanding how to deal with it is key.
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This article is based on an article published in the
Australian Journal of Public Administration, the peer reviewed
journal of the Institute of Public Administration Australia.

It is based on a discussion forum where 21 former senior politicians,
their political advisers, and former senior bureaucrats discussed

an innovative approach to transport network pricing (TNP) which
proposed to change the way we pay for roads to a user pay model
based on time of day and distance travelled, rather than a

flat registration charge for all.
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