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EV	
  =	
  PS	
  x	
  NPVS	
  –	
  PF	
  x	
  NPVF	
  

Where:	
  
	
  PS	
  =	
  Probability	
  of	
  Success	
  
	
  PF	
  =	
  Probability	
  of	
  Failure	
  (1-­‐	
  PS)	
  
	
  NPVS	
  =	
  Net	
  Present	
  Value	
  of	
  Success	
  
	
  NPVF	
  =	
  Net	
  Present	
  Value	
  of	
  Failure	
  

	
  
	
  TODAY’S	
  FOCUS	
  (NEW	
  EXPERIMENTS	
  IN	
  PROGRESS)	
  



STRUCTURED	
  
HYPOTHESIS	
  
TESTING	
  

FRAMEWORK	
  

EVALUATION	
  

PROGRAM	
  
DESIGN	
  

POLICY	
  
DESIGN	
  

ANALYSIS	
  OF	
  
EVIDENCE	
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Over	
  the	
  last	
  year	
  or	
  so	
  we	
  have	
  been	
  exploring	
  the	
  comprehensive	
  use	
  of	
  structured	
  
hypothesis	
  tes@ng	
  as	
  a	
  core	
  tool	
  for	
  more	
  efficient	
  and	
  effec@ve	
  government	
  

Par@cularly	
  interested	
  in	
  
designing	
  and	
  tes@ng	
  

beRer	
  ways	
  of	
  managing	
  
risk	
  management	
  via	
  the	
  

use	
  of	
  structured	
  
hypothesis	
  tes@ng.	
  	
  

	
  
Reducing	
  the	
  risks	
  of	
  	
  

-­‐  misdiagnosis	
  of	
  
causes	
  of	
  problems	
  

-­‐  nega@ve	
  unintended	
  
consequences	
  

-­‐  wasted	
  spending	
  due	
  
to	
  low	
  efficacy	
  

Aim	
  is	
  to	
  fully	
  integrate	
  evalua2on	
  into	
  wider	
  
governance	
  func2ons	
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Cost	
  ($)	
  

Rapid	
  Spiral	
  Development	
  (faster	
  Plan-­‐Do-­‐Check-­‐Adjust	
  cycles)	
  
Which	
  

aGributes	
  of	
  
industrial	
  

pracJce	
  can	
  
contribute	
  to	
  
experimental	
  
governance?	
  

Evalua2on	
  and	
  
review	
  are	
  the	
  
cri2cal	
  
func2ons	
  in	
  
Rapid	
  Spiral	
  
Development	
  

BUT,	
  NEED	
  TO	
  
BE	
  MUCH	
  
FASTER	
  AND	
  
CHEAPER	
  TO	
  
SUPPORT	
  
RAPID	
  SPIRAL	
  
DEVELOPMENT	
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EXPERIMENATAL	
  
&	
  DISTRIBUTED	
  
GOVERNANCE	
  

“EVIDENCE	
  
BASED”	
  

POLICYMAKING	
  

GOVT.	
  AS	
  
UNCERTAINTY	
  &	
  
RISK	
  MANGER	
  
OF	
  LAST	
  RESORT	
  

SUBJECTIVITY,	
  
OBJECTIVITY	
  &	
  
CREATIVITY	
  

PUBLIC	
  SECTOR	
  
PRODUCTIVITY	
  

INTELLIGENCE	
  
ANALYSIS	
  
METHODS	
  

RISK	
  AVERSION	
  
&	
  SPURIOUS	
  
PRECISION	
  IN	
  
GOVERNMENT	
  

DRAWBACKS	
  TO	
  
COMMAND	
  AND	
  

CONTROL	
  

THE	
  DOUBLE	
  
HERMENEUTIC	
  &	
  

“OPEN	
  
GOVERNMENT”	
  

PROBLEMS	
  

CHALLENGES	
  
IN	
  SOLVING	
  
PROBLEMS	
  

POTENTIAL	
  SOLUTIONS	
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Evidence	
  based	
  policy	
  making	
  &	
  real	
  policy	
  decision-­‐making	
  

We	
  can	
  only	
  observe	
  the	
  valley	
  we	
  are	
  in	
  (evidence).	
  We	
  must	
  conjecture	
  
about	
  what	
  lies	
  in	
  the	
  next	
  (unobserved)	
  valley	
  based	
  on	
  accumulated	
  paGern	
  recogniJon	
  experience:	
  
previous	
  conjectures	
  tested	
  by	
  learning-­‐by-­‐doing	
  
	
  

This	
  can	
  take	
  many	
  academics	
  out	
  of	
  their	
  comfort	
  zone	
  (detailed	
  scruJny	
  of	
  parts	
  of	
  the	
  valley	
  of	
  
evidence	
  they	
  are	
  in)	
  
	
  

As	
  uncertainty	
  and	
  risk	
  managers	
  of	
  last	
  resort,	
  governments	
  have	
  responsibility	
  for	
  speculaJng	
  about	
  
what	
  the	
  hidden	
  valley	
  may	
  look	
  like	
  (on	
  the	
  basis	
  of	
  paGern	
  recogniJon)	
  

Image	
  ©	
  Mark	
  MaGhews	
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An	
  intolerance	
  for	
  uncertainty	
  
and	
  ambiguity	
  is	
  a	
  producJvity	
  

growth	
  speed	
  bump	
  

DemonstraJng	
  a	
  tolerance	
  for	
  
uncertainty	
  strengthens	
  social	
  
capital	
  &	
  self-­‐reliance	
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Time Present Future Past 

Evidence-based 
policymaking 

Intelligence-based 
policymaking 

Uncertainty 

Intractable 
uncertainty 
threshold 

Present The value of evidence derived 
from past experience 

depreciates the older it is – and 
even more so as the rate of 

technological & social change 
etc increases 

 
Uncertainty over cause, effect 

and consequences increases as 
one goes further into the past 

Future risks are 
amplified by 
uncertainty 
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Diagnos@c	
  nes@ng	
  of	
  hypotheses	
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Invented	
  (par@al)	
  illustra@on	
  (real	
  pilot	
  findings	
  are	
  
confiden@al)	
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PAIRS	
  OF	
  COMPETING	
  HYPOTHESES	
  

EVIDENCE	
  (MULTI-­‐SOURCE)	
  

A	
   A’	
   B	
   B’	
   C	
   C’	
  

X	
  

Y	
  

Z	
  

Ψ	
  

+	
   -­‐	
   +	
   -­‐	
   -­‐	
   -­‐	
  

-­‐	
   +	
   -­‐	
   +	
   +	
   -­‐	
  

-­‐	
   -­‐	
   -­‐	
   +	
   -­‐	
   -­‐	
  

-­‐	
  +	
  +	
  +	
  +	
  +	
  

JUDGE	
  HYPOTHESES	
  BY	
  THE	
  
LEAST	
  NUMBER	
  OF	
  NEGATIVE	
  
ASSESSMENTS	
  

THE	
  GREATER	
  THE	
  UNCERTAINTY	
  THE	
  
LARGER	
  THE	
  NUMBER	
  OF	
  COMPETING	
  
HYPOTHESES	
  SHOULD	
  BE	
  

=	
  CURRENTLY	
  A	
  TENDENCY	
  TO	
  PLUMP	
  FOR	
  ONE	
  PROPOSED	
  ‘SOLUTION’	
  BASED	
  ON	
  SELECTED	
  ‘KILLER	
  FACTS’	
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Source:	
  	
  Heuer,	
  R.	
  J.	
  (1991)	
  The	
  psychology	
  of	
  
intelligence	
  analysis.	
  Center	
  for	
  the	
  Study	
  of	
  
Intelligence	
  Analysis.	
  CIA	
  

TREAT	
  TESTS	
  OF	
  HYPOTHESES	
  AS	
  INVESTMENTS	
  IN	
  
REDUCING	
  UNCERTAINTY	
  AND	
  RISK	
  

	
  
WE	
  INVEST	
  IN	
  TRYING	
  TO	
  BUY	
  MORE	
  COMPELLING	
  

ODDS	
  IN	
  THE	
  FUTURE	
  
	
  

A	
  BASIS	
  FOR	
  ASSESSING	
  VALUE	
  FOR	
  MONEY	
  &	
  
COMMUNICATING	
  PUBLIC	
  VALUE?	
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A	
  focus	
  on	
  hypothesis	
  genera@on	
  highlights	
  the	
  importance	
  of	
  fostering,	
  indeed	
  
‘managing’,	
  crea@vity	
  beRer	
  than	
  we	
  currently	
  do	
  in	
  the	
  public	
  sector	
  
	
  
The	
  growing	
  emphasis	
  on	
  public	
  sector	
  innova@on	
  and	
  design	
  thinking	
  helps	
  -­‐	
  but	
  
does	
  not	
  necessarily	
  assist	
  government	
  to	
  act	
  as	
  the	
  uncertainty	
  and	
  risk	
  manager	
  of	
  last	
  
resort	
  (a	
  strong	
  focus	
  on	
  the	
  valley	
  of	
  evidence	
  we	
  are	
  in)	
  

Philosophy	
  of	
  science:	
  conjectures	
  and	
  refuta.ons	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  crea.vity	
  is	
  not	
  random	
  muta.on	
  

Subjec@vity:	
  a	
  problem	
  or	
  the	
  solu@on?	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  must	
  move	
  beyond	
  the	
  no@on	
  of	
  perfect	
  informa@on	
  as	
  an	
  ideal	
  type	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  grasp	
  the	
  reality	
  of	
  ignorance	
  (Knigh@an	
  uncertainty)	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  crea.vity	
  stems	
  from	
  subjec.vity…..	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  …	
  especially	
  in	
  coping	
  with	
  the	
  dark	
  forces	
  of	
  @me	
  and	
  ignorance	
  

“The	
  social	
  object	
  of	
  skilled	
  investment	
  should	
  be	
  to	
  defeat	
  the	
  dark	
  
forces	
  of	
  .me	
  and	
  ignorance	
  which	
  envelop	
  our	
  future”	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  Keynes	
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ON	
  THE	
  GROUND	
  EXPERIENCE	
  &	
  LOCAL	
  TACIT	
  KNOWLEDGE	
  (GEOGRAPHICALLY	
  SPECIFIC)	
  

LAYERS	
  OF	
  GOVERNMENT	
  (TOP)	
  

LAYERS	
  OF	
  GOVERNMENT	
  (MIDDLE)	
  

LAYERS	
  OF	
  GOVERNMENT	
  (BOTTOM)	
  

H1	
  

H1	
  

H1	
  

H1	
  

H1	
  

H2	
  

H2	
  

H2	
  

H2	
  

H2	
  
Top	
  down	
  

hypothesis	
  tesJng	
  

BoGom	
  up	
  
hypothesis	
  
tesJng	
  

Structured	
  hypothesis	
  tes@ng	
  as	
  a	
  tool	
  for	
  delivering	
  experimentalist	
  &	
  
distributed	
  governance	
  (including	
  risk	
  assessment	
  and	
  management)	
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Do	
  we	
  need	
  to	
  achieve	
  such	
  a	
  profound	
  transforma2on	
  in	
  government?:	
  
•  Are	
  the	
  poten2al	
  benefits	
  of	
  experimentalist	
  &	
  distributed	
  governance	
  

worth	
  the	
  costs	
  of	
  aXemp2ng	
  the	
  transforma2on	
  away	
  from	
  a	
  
Principal-­‐Agent	
  paradigm?	
  

•  Would	
  a	
  new	
  broader	
  stance	
  based	
  on	
  intelligence-­‐based	
  
policymaking	
  help	
  or	
  hinder	
  this	
  transforma2on?	
  

•  Would	
  such	
  a	
  transforma2on	
  enhance	
  or	
  confuse	
  percep2ons	
  of	
  public	
  
value	
  (both	
  within	
  government	
  itself	
  and	
  in	
  the	
  general	
  community)?	
  

	
  
How	
  can	
  we	
  actually	
  achieve	
  such	
  a	
  transforma2on	
  in	
  government?:	
  

•  Can	
  uncertainty	
  and	
  risk	
  aversion	
  be	
  overcome	
  in	
  prac2ce	
  (especially	
  
given	
  the	
  personality	
  types	
  that	
  typically	
  seek	
  to	
  become	
  government	
  
officials)?	
  

•  What	
  formal	
  methods	
  might	
  we	
  use	
  to	
  strengthen	
  uncertainty	
  and	
  risk	
  
management	
  in	
  ways	
  that	
  allow	
  the	
  risk-­‐reward	
  rela2onship	
  to	
  
operate	
  more	
  effec2vely	
  within	
  government?	
  

•  What	
  else	
  would	
  we	
  need	
  to	
  do?	
  	
  



END	
  


