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In reaction to rational-choice theory scholars have tried to understand
better how ideas, such as economic theories, norms, and values, rather
than self interests, influence policy making.! However, critics have
charged that at least two serious problems have hampered this effort.?
First, the concept of ideas and their effects on policy outcomes have
been poorly conceptualized. Many scholars agree that an analytic
distinction should be drawn between ideas and interests as determi-
nants of policy,> but what they mean by ideas has varied widely from
broad notions of culture, shared belief systems, and world views to
specific strategies of action and policy programs.* Second, critics main-
tain that proponents of the ideas perspective have not provided con-
vincing empirical evidence to support the claim that ideas affect policy
outcomes in ways that are truly independent from the effects of interests
— a problem that stems in part from the poor conceptualization of
ideas and their effects in the first place.

This article sharpens the concept of ideas and clarifies how ideas affect
policy making. As a result, it rectifies the first problem and takes an
important step toward resolving the second. In so doing, it draws in-
sights from the two theoretical perspectives that have questioned the
assumption that politics are driven solely by actors operating according
to a self-interested cost-benefit calculus. The first view, historical insti-
tutionalism, has been developed by political sociologists and political
scientists,” while the second, organizational institutionalism, stems from
the work of organizational sociologists.® I argue that each perspective
has unique theoretical blind spots that create the possibility for cross-
fertilization and an improved understanding of different types of ideas
and how they influence policy making. Although scholars from both
traditions have become interested in the effects of ideas on policy
making, virtually no one has tried to blend these two perspectives in
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ways that enhance our knowledge of these issues. Indeed, only a small
handful of scholars have compared these viewpoints at all and most
have either argued for one theory over the other’ or simply called for
rather than provided a synthesis.® Some theorists have combined certain
elements from each perspective to show how material and symbolic
factors simultaneously determine outcomes, but they have done little
to refine the concept of ideas per se or to identify the unique effects
that different types of ideas have on policy making.’

I begin by briefly comparing how historical and organizational institu-
tionalism treat the issue of ideas and policy making. The key insight of
historical institutionalism is its theory of constraint, that is, its explan-
ation of how ideas and institutions limit the range of possible solutions
that policy makers are likely to consider when trying to resolve policy
problems. More specifically, historical institutionalists hold that under-
lying normative structures restrict the set of policy ideas that political
elites find acceptable and formal institutions mediate the degree to
which elites transport different ideas into policy-making arenas for con-
sideration. Organizational institutionalists have a theory of constraint
that focuses on underlying cognitive rather than normative structures.
They also offer a theory of action, that is, an account of how actors
define and articulate their policy problems and solutions initially by
utilizing the institutionalized scripts, cues, and routines that constitute
their cognitive frameworks and empower them to act. Second, I extend
the insights of each perspective to create a typology of ideas based on
two structural dimensions. There are four distinct types of ideas de-
pending on whether they operate primarily at a cognitive or normative
level and whether they constitute the explicit arguments or underlying
assumptions of policy debates. Third, I indicate the utility of this
scheme by showing how during the late 1970s and early 1980s each
type of idea had important effects that helped conservative supply-side
economics rather than its chief intellectual rival, liberal industrial pol-
icy, to become the dominant conceptual framework for macroeconomic
policy making in the United States. In brief, supply-side economics
became politically influential because it offered clearer and simpler
programmatic policy guidelines for resolving important economic
problems, better fit the existing cognitive and normative constraints
that policy makers faced, and was more effectively framed for discur-
sive purposes than industrial policy. Thus, I argue that different types
of ideas, identified by their structural features, had different effects on
policy making. Finally, I examine the theoretical and methodological
implications of the argument.
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I refer to the rise of supply-side economics simply as an illustration
and recognize the need to be careful about reading too much from one
case, which, of course, cannot constitute unequivocal proof. Further-
more, I do not claim that ideas alone caused the rise of supply-side
policies in America. Material interests and the resources backing them
were important too. I show here that the relationship between interests
and ideas is more complex than the interests-versus-ideas debate often
acknowledges. Indeed, to ask whether either interests or ideas are the
chief determinants of policy outcomes is a misleading way to pose the
issue because it neglects the possibility that it is the interaction between
the two that counts and that some types of ideas are endogenous to the
policy process in the sense that they are influenced by policy struggles
in which interests, resources, and power loom large. Hence, supply-side
ideas captured the imagination of policy makers in part, but not entirely,
because they were connected to the organizational resources of power-
ful political and economic interests.

Historical institutionalism

Because historical institutionalism was derived from the materialist
views of Marx and the comparative history of Weber, for many years
it was a perspective that assumed that the material interests of political
and economic actors motivated politics and that these interests were
institutionally determined.'® By institutions historical institutionalists
generally meant formal and informal rules and procedures, such as
those codified in the law or deployed by states and other bureaucratic
organizations.!! However, they gradually discovered that politicians as
well as actors outside the state occasionally struggled for political
change in order to improve government, the economy, and society in
general rather than simply for the sake of personal gain.'”> The lesson
for these scholars was that ideas as well as self interest mattered. But
how?

A small handful of scholars began studying the conditions under which
ideas influenced policy makers in areas such as macroeconomic policy,'
international relations,'* and the early development of social-welfare
policies in Europe and North America."” The general thrust of this
literature was that the power of ideas depends largely on how much
support they receive from political parties, unions, the business com-
munity, and influential political and intellectual elites and how much
institutional access these actors have to critical policy-making arenas.'®
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For example, Margaret Weir and Theda Skocpol showed how different
forms of Keynesianism were adopted in Sweden, Britain, and the
United States during the 1930s largely as a result of Keynesian econo-
mists having different institutional opportunities to penetrate policy-
making venues in each country.'” They concluded that institutional
constraints mediated the influence of ideas on policy.

Historical institutionalists have always focused on how institutional
factors, such as the relative insulation and centralization of political
elites or the relationships between branches of government, constrain
policy making.'® So it is not surprising that their first impulse, in
studying how ideas affect policy making, was to explore how institutions
constrained the impact of ideas on the policy process. However, they
often overlooked how ideas themselves can constrain policy making."
Subsequent work began to address this issue. Some researchers recog-
nized that policy makers use policy ideas as the basis for creating new
policy tools, government agencies, and other formal institutions that
limit policy options later.”® but this argument remained close to the
traditional notion that institutions rather than ideas per se are the
critical policy-making constraints.”’ More important, a few scholars
argued that for policies to be adopted they must fit with the underlying
norms and values of a society.>> Focusing on normative constraints
was a sharper break with traditional historical institutionalism.

Despite these advances researchers paid little attention to how ideas
facilitate rather than constrain action. Their contribution in this regard
was rather modest, acknowledging simply that ideas spur action by
providing specific “road maps” out of policy dilemmas.** For instance,
they argued the obvious point that policy makers use economic theories
as explicit guides for reducing inflation, stimulating economic growth,
resolving trade imbalances, and solving other policy puzzles. In this
sense, ideas push policy making in very precise directions by giving
policy makers clear reasons to adopt a specific course of action. Of
course, for most historical institutionalists whether this happened still
depended largely on whether key elites deemed these ideas to be nor-
matively acceptable and whether they could transport them through
institutional channels into influential policy-making arenas.

As a result, historical institutionalists neglected how elites and other
actors deliberately package and frame policy ideas to convince each
other as well as the general public that certain policy proposals consti-
tute plausible and acceptable solutions to pressing problems. Indeed,
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the ability of elites to transport an idea into influential arenas may turn
on their ability to package and frame it successfully in the first place —
hence, the importance of “spin doctors,” media relations personnel,
and other communications specialists in politics.>* Furthermore, his-
torical institutionalists ignored how the content of underlying norms
and values provides the symbols and other elements that political actors
use in carrying out these more explicit and deliberate manipulations.”
For example, in an influential discussion of ideas and policy making,
Peter Hall acknowledged that national political discourse sets impor-
tant normative limits on policy-making options but barely mentioned
that these structures also provide participants in policy debates with a
conceptual repertoire for actively framing these options and did not
theorize how such framing occurs.?® The point is that ideas facilitate
policy-making action not just by serving as road maps, but also by
providing symbols and other discursive schema that actors can use to
make these maps appealing, convincing, and legitimate. Organizational
institutionalists have had more to say about this.

Organizational institutionalism

Organizational institutionalism constitutes a branch of organizational
sociology that is based on phenomenology. Its adherents maintain that,
because organizational environments are often uncertain, people’s in-
terests are ambiguous and thus their actions are motivated more by
institutionalized routines, habits, rituals, scripts, and cues than inter-
ests.”’” To differentiate themselves from earlier organizational theorists
who stressed how behavior was normatively based, organizational
institutionalists stress that routines, habits, etc., are important parts of
an actor’s underlying cognitive framework and that actors rarely sub-
scribe to them self-consciously or deliberately, due to the fact that
cognitive frameworks are generally so taken for granted that they are
virtually invisible to the actors themselves.?®

Some scholars used this approach to theorize how ideas affect policy
making and state building.”® For example, Frank Dobbin argued that
ideas in the form of national political cultures determined how policy
makers promoted railway development in the late nineteenth century.*’
By “culture” Dobbin meant the shared conceptions of reality, institu-
tionalized meaning systems, and collective understandings that guide
policy making — cognitive structures that are rationalized in the sense
that policy makers take them for granted as part of the nature of
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reality.”’ Traditionally, he argued, French political culture held that
centralized state institutions and state sovereignty were the keys to
political order. As a result, political elites in Paris choreographed rail-
way development with a heavy hand, to ensure that self-interested firms
did not jeopardize the development of an efficient and well-coordinated
national rail system serving the public interest. Conversely, in the
United States, policy makers assumed that markets, local self rule,
and community sovereignty were the sources of political order. Hence,
they initially based rail policies on government activism at the state
and local levels and, later, on the reinforcement of market mechanisms
by the Interstate Commerce Commission. Variation in cognitive frame-
works was responsible for nationally unique policy outcomes.

There is a tension within organizational institutionalism insofar as
cognitive structures are both constraining and enabling.*> On the one
hand, structures constrain in the sense that the underlying cognitive
frames and schema through which actors view and interpret the world
limit the possibilities for action.*® Some possibilities are simply not
recognized due to the cognitive blinders with which actors operate.
For instance, in Dobbin’s view it would never have occurred to French
political elites to relinquish railway planning to local authorities and
private actors because it was not part of their institutionalized political
culture. On the other hand, to infuse their perspective with a theory
of action, organizational institutionalists also claim that structures
“enable” and “empower” actors to generate solutions to their problems
by providing cues and scripts that “constitute” legitimate forms of
action.™

Action-oriented metaphors, such as these, are common in this litera-
ture. However, critics have charged that by relying on these metaphors
organizational institutionalists fail to specify the causal processes
through which structures enable and empower actors and constitute
action.® As a result, they neglect the important role of agency in policy
making and their theory of action leaves the impression that actors are
institutional dopes blindly following the institutionalized scripts and
cues around them.*® For instance, Dobbin argued that French policy
makers initially employed a central state planning model to build high-
ways and then fransposed this model to the development of canals and
then railroads, but he did not specify whether this was a conscious and
thoughtful adoption of policy-making patterns inherited from the past
or not, so the role of agency in his account is unclear.”” Other analyses
of transposition fare better. Notably, Yasemin Soysal showed that, as a
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new model of citizenship emerged at the world level during the latter
half of the twentieth century, it was gradually adopted by many nation
states, but with significant variations across countries because local
actors tailored the new model to existing national political institu-
tions.*® The point is that acknowledging the self-conscious capacity of
actors to engage in deliberate and creative transposition is one way to
inject agency into structural explanations and develop a more refined
and dynamic theory of action.*

Mary Douglas identified a second way to do this.** She maintained
that actors self-consciously craft solutions to their problems through a
process of bricolage, through which they recombine already available
and legitimate concepts, scripts, models, and other cultural artifacts
that they find around them in their institutional environment.*! In this
view, change results from the deliberate modification and recombina-
tion of old institutional elements in new and socially acceptable ways.
Ann Swidler developed a similar idea that culture provides the “tool
kit” with which actors construct their world views and devise strategies
of action.*? Ironically, although organizational institutionalists often
refer to Douglas’s work insofar as she recognizes that new institutions
are constructed in socially appropriate ways, they pay less attention to
her discussion of bricolage, although it is certainly consistent with their
arguments.*

In summary, compared to how historical institutionalists view the
influence of ideas on policy making, the insights of organizational
institutionalism are twofold. First, insofar as historical institutionalists
see that ideas constrain policy making at all, they have focused almost
entirely on how the background constraints underlying policy debates
are normative. Organizational institutionalists have deliberately moved
away from this position in a cognitive direction.** Second, whereas
historical institutionalists have a rather static and simplistic view of
how ideas constitute action by means of exogenously given road maps,
at least some organizational institutionalists offer the possibility for a
more dynamic theory of action that acknowledges the importance of
agency through the concepts of transposition and bricolage — terms
that capture the notion that actors self-consciously devise solutions to
their problems by deliberately manipulating explicit, culturally given
concepts that reside in the cognitive foreground.
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Possibilities for cross-fertilization

Scholars have argued that there has been a strong tendency for exces-
sively one-sided views to predominate in discussions of these issues at
the expense of comprehensive theoretical development.** Indeed, despite
the fact that both historical and organizational institutionalists are
concerned with ideas as determinants of policy making there has been
astonishingly little cross-fertilization between these two perspectives.
This is particularly striking insofar as the insights of each one often
complement the blind spots of the other. One would expect that theo-
retical progress could be made by blending elements of these two
perspectives. How can this be done to improve our understanding of
the relationship between ideas and policy making?

The comparison of historical and organizational institutionalism reveals
two conceptual distinctions that are useful for identifying different
types of ideas that are relevant for policy making. First, ideas can be
underlying and sometimes taken-for-granted assumptions residing in
the background of policy debates. However, ideas can also be concepts
and theories located in the foreground of these debates where they are
explicitly articulated by policy-making elites. Although the distinction
between background and foreground is inspired by organizational
institutionalism’s recognition that some ideas are so taken for granted
that they are invisible, the concept of background assumptions adopted
here is not as strong. That is, background assumptions can be visible to
actors yet taken for granted in the milder sense that they remain largely
accepted and unquestioned, almost as principles of faith, whereas
ideas in the foreground are routinely contested as a normal part of any
policy debate. Second, ideas can be either cognitive or normative. At
the cognitive level ideas are descriptions and theoretical analyses that
specify cause-and-effect relationships whereas at the normative level
ideas consist of values and attitudes. Recently scholars in both camps
have urged that the distinction between cognitive and normative ideas
be incorporated into analysis but have not indicated how this should
be done.*® The typology represented by Table 1 shows how this can be
accomplished. By combining these structural distinctions we can iden-
tify four types of ideas: paradigms, public sentiments, programs, and
frames.

Although the typology is based on structural distinctions, I show here
that each type of idea exerts unique effects on policy making. Thus, the
typology serves an analytic as well as taxonomic function. As elaborated



385

Table 1. Types of ideas and their effects on policy making

Concepts and theories in the Underlying assumptions in
foreground of the policy the background of the policy
debate debate
Programs Paradigms

Cognitive level Ideas as elite policy prescrip- Ideas as elite assumptions that
tions that help policy makers constrain the cognitive range
to chart a clear and specific of useful solutions available to
course of policy action policy makers
Frames Public sentiments

Normative level Ideas as symbols and concepts Ideas as public assumptions
that help policy makers to that constrain the normative
legitimize policy solutions to range of legitimate solutions
the public available to policy makers

below, paradigms are cognitive background assumptions that constrain
action by limiting the range of alternatives that policy-making elites are
likely to perceive as useful and worth considering. Public sentiments are
normative background assumptions that constrain action by limiting
the range of alternatives that elites are likely to perceive as acceptable
and legitimate to the public. Of course, what is often most important is
how elites perceive public sentiments, rather than public sentiments
per se. In the foreground of policy debates, programs, or policy pre-
scriptions, are cognitive concepts and theories that facilitate action
among elites by specifying how to solve specific policy problems, where-
as frames are normative concepts that elites use to legitimize these
programs to the public through processes such as transposition and
bricolage. Paradigms and public sentiments are second-order concepts
insofar as they constitute the underlying ideas upon which the first-order
concepts, that is, programs and frames, rest, respectively.

Ideas and the rise of supply-side economics

To elaborate and illustrate the analytic utility of this scheme, the dis-
cussion that follows describes how each type of idea contributed to the
rise of the supply-side approach to macroeconomic policy making in
the United States. Central to this approach was the idea that federal
government expenditures and especially income taxes should be cut — an
approach that culminated in passage of the Reagan administration’s
1981 Economic Recovery Tax Act, the largest tax cut in U.S. history, a
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bold attempt to revitalize the economy, and a radical departure from
the Keynesian approach that had dominated macroeconomic policy
making since the Second World War. Because this was a time when
economists and policy makers were debating the merits of different
macroeconomic policy approaches, notably supply-side economics
versus industrial policy, this case also provides valuable insights
about why some ideas have greater influence on policy making than
others.

Ideas as programs

Programmatic ideas help actors to devise concrete solutions to their
policy problems.*’ These are often technical and professional ideas that
specify cause-and-effect relationships and prescribe a precise course of
policy action. They are often presented in policy briefs, position papers,
advisory memos to policy makers and congressional testimony. Actors
use these ideas self-consciously and deliberately. Examples include spe-
cific supply-side and industrial policy proposals for revitalizing the
U.S. economy.

During the late 1970s there was tremendous debate among policy-
making elites and economists as to how best to solve the nation’s twin
economic problems, economic stagnation and double digit inflation
(stagflation). However, most agreed that standard Keynesian policies
were failing because the inverse relationship between unemployment
and inflation as represented by the well-known Phillips curve that had
guided Keynesian policy making for decades no longer held. As a
result, Keynesianism fell into disrepute and an atmosphere of intellec-
tual crisis prevailed among economists and policy makers.** A variety
of alternatives emerged. For instance, supply-side economists urged
that deep cuts in marginal income tax rates for individuals as well as
corporate income taxes would stimulate capital investment thereby
increasing economic growth and reducing unemployment. Moreover,
supply siders argued that this could be done without exacerbating
inflation because these tax cuts would stimulate investment rather
than consumption. Following Arthur Laffer, an economist at the Uni-
versity of Southern California, some also believed that tax cuts would
reduce budget deficits because the increased revenues stemming from
reinvigorated economic activity would more than compensate for those
lost by lowering marginal tax rates.*’
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Many liberal and conservative economists criticized supply-side eco-
nomics.® However, programmatic ideas often appeal to policy makers
more because they provide a clear and concise course of action than
because economists agree on their theoretical rigor or empirical val-
idity.>! In this regard, supply-side economics had a tremendous advant-
age over the alternatives because neither its policy recommendations
nor its account of how tax cuts would resolve the stagflation problem
were complicated. Just cut taxes and everything else would automati-
cally fall into place. In contrast, industrial-policy advocates argued that
stagflation was rooted in the institutional arrangement of the economy
and thus favored policies that involved complex government interven-
tions, such as forming tripartite planning boards involving business,
labor, and government leaders and creating new government agencies
to channel investment capital to key industries and firms — prescriptions
that called on government to build new institutions, pick industrial
winners and losers, and figure out how to finance additional govern-
ment spending.*” The fact that this sort of complexity was unnecessary
within the supply-side framework was an important reason why policy
makers favored it.>* Thus, although there were a variety of policy road
maps around, those that were simplest and easiest to read had an edge.

Cognitive clarity was further enhanced by the fact that, although some
supply siders disagreed that tax cuts would reduce the budget deficit,
they all concurred that tax cuts were necessary. As a result, they con-
stituted a united intellectual front when it came to making policy
recommendations.”* This was not true of industrial-policy advocates.
While some wanted to establish a government investment bank, mod-
eled after the New Deal’s Reconstruction Finance Corporation, to
revitalize old troubled industries like steel and automobiles, others
favored channeling investment into new industries, such as computers,
electronics, and biotechnology, at the expense of traditional manufac-
turing. While some wanted centralized corporatist advisory boards to
coordinate research and development strategies and devise selective tax
cuts and export promotion schemes, others rejected corporatism and
argued for more decentralized forms of cooperative economic decision
making. This dissention made it impossible to forge a clear, concise,
and unified set of policy proposals and, as a result, undermined the
appeal of industrial policy to policy makers.>

In fact, supply siders worked hard to package their ideas in clear and
simple terms. Several popularized versions of the argument were written
and disseminated widely to policy makers and the general public.
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Notable among them was a series of editorials written by Jude Wanniski
in The Wall Street Journal and George Gilder’s best seller, Wealth and
Poverty, which was serialized in several newspapers and adopted as a
Book-of-the-Month Club selection.’® These presented the supply-side
program in uncomplicated terms, often referring in particular to the
so-called Laffer curve, an elementary depiction of the idea that lower
tax rates increased revenues. The Laffer curve became a powerful peda-
gogical symbol that many supply siders used when presenting their
position. It was a symbol that generated tremendous publicity in news-
papers and magazines and helped put supply-side economics at the
center of the burgeoning policy debate.>” Of course, politically liberal
academics and journalists writing for Business Week, The Washington
Post, The New Republic, and certain other publications tried to popu-
larize the industrial-policy alternatives. But as Robert Reich and Ira
Magaziner, two of the most prominent industrial-policy supporters,
admitted later, their ideas failed to have more impact in Washington
because they had not streamlined them enough for policy makers and
so industrial policy remained a vague and sometimes contradictory
prescription for action.”® Furthermore, they failed to develop an attrac-
tive pedagogical symbol that could rivet attention like the supply siders’
Laffer curve or the Keynesians® Phillips curve before that. Such symbols
have often been important in convincing politicians of the merits of a
particular theoretical approach to economic policy making.*®

Although the supply-side program was relatively simple in its own right,
a sophisticated and well-funded organizational infrastructure helped
supply siders to package their ideas as succinctly as possible. During
the 1970s, in response to the perceived domination of Washington
politics by liberals, conservative think tanks, such as the Heritage Foun-
dation, the American Enterprise Institute, and the Manhattan Institute,
pioneered aggressive approaches to distilling academic knowledge into
simple forms and disseminating them to the government through brief
position papers and to the public through popular books, journal ar-
ticles, radio and television appearances, and op-ed pieces in the news-
papers. Gilder’s book, for instance, was underwritten by the Manhattan
Institute. In contrast to moderate and liberal think tanks, such as the
Brookings Institution, where industrial-policy advocates enjoyed some
support, these conservative organizations specialized in packaging and
marketing rather than creating new ideas and viewed political advising
more as an exercise in intellectual salesmanship than scholarship. The
Heritage Foundation in particular pushed the supply-side argument in
this way.®® Industrial-policy proponents were at a disadvantage without
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comparable organizational support. Hence, the cognitive clarity and
simplicity of supply-side ideas and thus their appeal to policy makers
as well as the public depended not just on the nature of the ideas
themselves, but also on the self-interested, strategic efforts of actors
deliberately to render them in this way as an endogenous part of the
struggle over public policy.

It is worth noting that there have also been other cases where parsi-
mony, or the lack thereof, was important in determining the fortunes
of programmatic ideas. First, despite the fact that many large corpo-
rations, unions, and other well-financed groups backed the Clinton
administration’s proposed health-care reforms in 1993-1994, the pro-
posal was never enacted in part because the administration presented
it in excessively vague, complex, and ambiguous terms that, on the one
hand, failed to unify support within the Democratic party, Congress,
and the general public and, on the other hand, created an opportunity
for conservative opponents to argue effectively that it was a danger-
ously complicated and confused proposal.®' Second, regardless of fierce
opposition from the dominant corporations and unions in the airline
and trucking industries, economic deregulation proceeded in the United
States during the late 1970s and early 1980s in both industries in part
because reform was conceptually uncomplicated, logical, and thus con-
ducive to consensus building among policy makers, academic experts,
and government regulators.®? In both cases, parsimony mattered in
ways that were relatively independent of the alignment of material
interests and resources.

Ideas as paradigms

Paradigms constitute broad cognitive constraints on the range of solu-
tions that actors perceive and deem useful for solving problems. In
contrast to programmatic ideas, which are precise, concrete, and policy-
specific courses of action articulated consciously by policy makers and
experts in the cognitive foreground, paradigms generally reside in their
cognitive backgrounds as underlying theoretical and ontological as-
sumptions about how the world works. Insofar as economic policy is
concerned, they are typically revealed in core economics curricula in
graduate schools, seminal theoretical texts, and other abstract academic
publications written by esteemed scholars.®® Paradigmatic effects are
profound because they define the terrain of policy discourse.®* When
programmatic ideas fit the dominant paradigm they appear natural
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and familiar and, as a result, are more likely to appeal to policy makers
than alternatives that do not.®

Some paradigms are more dominant than others. Important here is the
degree to which they are institutionalized within leading universities,
think tanks, and professional organizations that provide policy makers
with a particular cognitive world view. During the 1970s and early
1980s, the major economics departments in the country, such as those
at the University of Chicago, Harvard, and Stanford, the top economics
Journals like the American Economic Review, and virtually all of the
major liberal and conservative think tanks embraced the paradigmatic
principles of neoclassical economics. The heterodox paradigms like
institutional economics and Marxism received more attention at less
elite schools like Michigan State University, Rutgers, and the Univer-
sity of Massachusetts-Amherst, less conventional journals, including
the Journal of Economic Issues and the Review of Radical Political
Economics, and more marginal think tanks like the left-wing Institute
for Policy Studies.®® Insofar as the appeal of ideas is derived in part
from the status of their sponsors®” the fact that neoclassical economics
was associated closest with the most prestigious departments, journals,
and research institutes certainly enhanced its influence.

As a result, neoclassical principles dominated economic discourse and
the paradigm’s central tenets, which most policy makers and econo-
mists took for granted, limited the range of solutions to economic
problems that they viewed as making sense.®® Of particular importance
were the core neoclassical assumptions that markets develop naturally;
that a healthy economy depends on the ability of individual economic
actors to pursue their sell interests; that competition among private
actors is the source of economic innovation and growth; and that
excessive government intervention undermines efficient market activity.

These assumptions took on special significance in the late 1970s. Con-
sensus around Keynesian policy prescriptions had dissolved and no
programmatic alternative had emerged yet to replace it as the new
policy-making standard.®” As a result, most economists and policy
makers, confronted with the need to solve the stagflation riddle, fell
back on their deeply held paradigmatic assumptions for guidance.
Indeed, the economics profession was in theoretical disarray, had diffi-
culty identifying appropriate policy responses to current economic
problems and, as a result, began to suspect that policy was often futile
and that government should simply leave market forces alone. At the
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level of abstract theory this was reflected in the growing popularity
among academic economists of rational expectations theory, which
suggested that policy often failed because people anticipated policy
moves and adjusted their behavior in advance in ways that neutralized
the impact of policy, an argument thoroughly consistent with neoclass-
ical assumptions that government intervention is often ineffective, if
not counter productive. At the level of programmatic policy prescription
this created a situation ripe for laissez-faire approaches like supply-
side economics that fit closely with the prevailing theoretical pessimism
of the economics profession and, more important, the core assump-
tions of the neoclassical paradigm.”® In particular, supply siders were
true to these assumptions in arguing that the country’s economic prob-
lems were due to excessive government interference with the economy,
notably through burdensome taxation, that undermined the individual
initiative of corporations and workers. After all, they asked, why should
corporations invest and innovate in order to increase profits and why
should employees work harder to earn more money if the government
appropriates the fruits of these efforts through high taxes? In other
words, if government left these economic actors alone by reducing taxes,
their entrepreneurialism, competitive spirit, and work ethic would
flourish naturally, thus spawning technological innovations, new mar-
kets, more jobs, greater productivity, and a healthier economy.

In contrast, industrial-policy approaches were based on institutional
economics, a paradigm whose assumptions deviated sharply from neo-
classical economics. In brief, institutional economics does not assume
that markets occur naturally; that the pursuit of individual self-interest
necessarily results in a healthy economy; that private competition is
necessarily the key to economic innovation and growth; or that govern-
ment intervention always undermines market efficiency.”’ As a result,
industrial-policy advocates offered programmatic ideas that contra-
dicted the basic neoclassical paradigm. They called for government to
help create new markets and facilitate the competitiveness of U.S.
firms by providing considerable assistance through the provision of
research and development funds, technology, tariff protection, worker-
training programs, and infrastructure. Because these things were ex-
pensive they might require higher taxes and, as a result, still more
government intervention. Similarly, they suggested that a healthy econ-
omy entailed long-range investment strategies that required corpora-
tions to worry less about immediate profitability and more about devel-
oping new products and production technologies that would secure
their long-term competitive advantage. This implied higher taxes on
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short-term capital gains as a way to entice investors to develop more
patient investment strategies. Industrial-policy proponents also stressed
how the key economic actors were not just self-interested individuals
but organized groups, such as trade unions, business associations, and
networks of firms, that needed to cooperate as well as compete in ways
that would improve the economy’s health, and would do so only if
government created the proper incentives.””

As industrial-policy supporters eventually acknowledged, one of their
problems was that their programmatic ideas did not resonate well with
the dominant neoclassical paradigm, whose assumptions remained
largely unchallenged.” Indeed, even some politically liberal economists
attacked industrial policy arguing that the nation’s economic condition
stemmed from macroeconomic and cyclical problems, not institutional
ones — a critique that was consistent with neoclassical orthodoxy rather
than the heterodox canons of institutional economics.”® In short, the
paradigmatic advantage went to supply-side economics.

Ideas as public sentiments

Whereas paradigmatic ideas constrain the cognitive range of solutions
that policy makers perceive as instrumentally useful, public sentiment
constrains the normative range of solutions that they view as politi-
cally acceptable. After all, even if a solution is deemed instrumentally
effective, it may not receive serious consideration if it lacks political
legitimacy. Public sentiment consists of broad-based attitudes and
normative assumptions about what is desirable or not. Because public
sentiment covers such a wide range of issues, it does not necessarily
constitute a coherent, consistent set of issue positions, i.e., broad-based
sentiment in one issue area may contradict that in another. In contrast
to paradigms, which are assumptions held by policy makers and ex-
perts, public sentiments are assumptions held by large segments of the
general public. Policy makers discern these through public-opinion
polls and other forms of constituent feedback.” Hence, public senti-
ments are generally not so taken for granted that they are invisible.

The debate over economic policy was constrained by deep suspicions
about the wasteful and corrupt ways of big government. These con-
cerns have always been central to national public sentiment and have
long been reflected in opposition to budget deficits and high taxes,’®
but they became particularly acute during the 1970s. Since the Second
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World War, a majority of Americans almost always felt that their
federal taxes were too high, especially if they perceived government
spending as extravagant, but by the late 1970s this number had grown
to over 70 percent of Americans polled.”” Furthermore, surveys indi-
cated that by 1980 the vast majority of citizens had become increasingly
concerned about budget deficits, associated deficits with government
profligacy, and favored a balanced budget.”® As a result, reducing deficits
had become code in Washington for reducing the size and exorbitance of
government.”® Indeed, politicians who argued that deficits were benign
often outraged their constituents and learned that proposing almost
anything that might exacerbate deficits was politically unacceptable.
Even the liberal Democratic black caucus that traditionally advocated
more spending on government programs at the expense of larger deficits
began calling for budget balancing through spending cuts.?°

All of this bore heavily on efforts to tackle the stagflation problem. In
such an anti-big-government environment industrial-policy supporters
faced severe obstacles. After all, their arguments for more federal
spending on research and development, infrastructure, and the like
amounted to calls for bigger government. So did their prescriptions
about how to pay for it because they generally recommended either
more deficits or tax increases. Of course, funds could be redirected
from other programs, notably defense, as some industrial-policy advo-
cates urged, but this was a difficult position to defend politically because
public support for additional defense spending was rising sharply,
especially after the Iran hostage crisis and the Soviet Union’s invasion
of Afghanistan in 1979. In contrast, the supply-side program prom-
ised less government through lower taxes, smaller budget deficits, and
reductions in federal spending, especially social-welfare programs.
Policy makers from both political parties recognized how well all of
this resonated with prevailing public sentiment, which is one reason
why Democrats as well as Republicans began to suggest tax cuts dur-
ing the late 1970s.%?

It is important to remember that policy makers themselves may hold
these same attitudes. Nowhere was this more evident than with Ronald
Reagan. Indeed, Reagan’s deep suspicion of big government was one
reason why he favored tax cuts so strongly.®® Edwin Meese, one of
Reagan’s long-time advisors, remarked that this basic perspective was
never open to question or debate in the White House, and other mem-
bers of Reagan’s inner circle reported that they were supposed to be
keepers of this central ideological faith. For instance, when it became
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apparent that at least some legislative pork would have to be written
into the 1981 Tax Act in order to ensure its passage through Congress,
Reagan reluctantly agreed, but drew the line when it came to reducing
the tax cut for individuals and ordered his lieutenants to stand firm on
this principle.** Thus, ideas about what is socially appropriate constrain
policy makers in two ways. First, and most important, public senti-
ment affects the constituent pressures to which policy makers pay close
attention. Second, policy makers may also hold these sentiments, which
then limit the range of policy options they themselves believe to be
normatively acceptable.

Deeply held public sentiments become especially influential during
policy episodes veiled in uncertainty. After all, the debate between
supply siders and industrial-policy supporters was fierce precisely be-
cause there was no consensus about the causes of stagflation.®> When
the truth is illusive and knowledge vacuums such as this arise policy
makers place greater emphasis on whether a particular policy option
coincides with important social values.*® Nonetheless, although public
sentiment as well as intellectual paradigms constrain the range of
options that policy makers are likely to consider, they are rarely so
precise and consistent that they determine specific policy choices in
their own right.*” How programmatic ideas are strategically framed is
also important.

Ideas as frames

Ideas provide actors with symbols and concepts with which to frame
solutions to policy problems in normatively acceptable terms through
transposition and bricolage. Indeed, in many policy areas the pro-
grammatic ideas that become most influential are those that experts,
advisors, and others frame in ways that most closely coincide with or
seem to protect central cultural values.*® Frames appear typically in
the public pronouncements of policy makers and their aides, such as
sound bites, campaign speeches, press releases, and other very public
statements designed to muster public support for policy proposals.
Frequently the repertoires from which framers select symbols and con-
cepts are precisely the values and opinions that are reflected in public
sentiment in the first place. In this regard, actors intentionally appro-
priate and manipulate public sentiments for their own purposes. Hence,
policy makers are not just constrained by public sentiment; they also
enjoy some leeway to mobilize it toward their own ends.®
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Many scholars described the 1981 tax reform as the result of intense
lobbying by interest groups and political factions operating through
the decentralized and fragmented structure of the state.’® This is an
important and well-known part of the story. However, historians have
shown that some of the most important tax reforms, including the
initial adoption of income taxes, were passed only after politicians
framed them in ways that were consistent with prevailing public senti-
ment.”!

Supply siders were deft at framing their programmatic ideas in this
way.®? First, they combined the tax-cut strategy with Jeffersonian im-
ages of a big, centralized, and expanding government whose conse-
quences were devastating to the country and that could best be brought
under control by limiting politicians’ access to revenues.”” Gilder, for
instance, often argued that high taxes jeopardized individual freedom
and public safety by encouraging tax evasion and other criminal activ-
ities and undermined the traditional American family by reducing net
family income, forcing wives into the labor market, threatening their
husband’s manhood and fueling higher divorce rates.”* Thus, his frame
for justifying steep supply-side tax cuts was a bricolage that combined
cherished beliefs in family and freedom with suspicions of big govern-
ment. Second, supply siders transposed historical examples to frame
their arguments in ways that were intended to appeal to the American
public’s normative sensibilities. Among the most striking examples
was when Reagan and his advisors sought to support the business tax
cut strategy by arguing that this was exactly what President Kennedy
had done in 1963 to combat recession — a strategy so successful, they
claimed, that it generated an additional $54 million in federal revenue,
as Laffer would have predicted.” Policy makers use famous historical
events particularly if they are associated with public figures with high
prestige like Kennedy as well as broad normative principles, such as
Jeffersonianism, for framing purposes. Commenting on the supply-
side victory over industrial policy, one political observer noted that
Reagan was a master framer, offering the public, “an amalgam of
images, aspirations, and expectations which resonated very powerfully
with American ideas of personal and national identity. There was the
challenge that liberals were unable to answer effectively.”

Indeed, industrial-policy supporters stumbled badly over framing issues
and seemed always to be on the defensive, in part because conservatives
were quick to frame industrial policy in negative ways. For example,
conservatives attacked industrial policy as a form of state planning
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and, by implication, socialism.’’ Gilder repeatedly described industrial-
policy advocates of all stripes, such as Lester Thurow, John Kenneth
Galbraith, and Robert Heilbroner, as socialists and crypto-Marxists.”®
Industrial-policy supporters, including Reich, Magaziner, and Thurow,
responded by refusing to use the word planning at all and vehemently
denied that this was what they had in mind precisely because of their
concerns over this framing problem.”” Moreover, they searched hard
for alternative language that might be more publicly palatable. For
instance, industrial-policy advocates advising the Carter administra-
tion tried to shift attention away from planning imagery while also
appealing to blue-collar workers in traditional manufacturing indus-
tries. Thus, sociologist Amitai Etzioni suggested the phrase “reindus-
trialization of America,” but after Carter’s arch political rival, Senator
Edward Kennedy, happened to advance the idea of a Reindustrializa-
tion Corporation in a speech on how to solve the country’s economic
woes, Etzioni’s term was unacceptable in the White House. Similarly,
Thurow, Reich, and others substituted terms like “competitiveness
policy” and “industrial strategy” to avoid the stigma and normative
controversy surrounding the planning imagery.'® In the end, however,
observers agreed that, because industrial-policy supporters were un-
able to reframe their arguments in ways that were more appealing
politically, industrial policy remained an ideological lightening rod of
the worst kind.""!

Supply siders also effectively neutralized the impact of many of the
industrial-policy advocates’ favorite symbols. For instance, supporters
of industrial policy often referred to the old Reconstruction Finance
Corporation as a symbol of how the U.S. economy had enjoyed great
success when government provided investment capital to businesses.
However. conservatives countered by recalling that the agency had
become mired in corruption, scandal, and other problems during its
later years and therefore really demonstrated the need for a laissez-faire
approach. Similarly, industrial-policy advocates pointed to Japan as an
example of how mercantilist policies, directed by the Ministry of Inter-
national Trade and Industry, could stimulate economic growth, but
conservatives responded that Japan’s success lay instead in private-
sector market forces, such as aggressive corporations, high savings rates,
low capital costs. innovative management techniques, fewer lawyers, and
less bureaucratic red tape.'®> Hence, framing was a dynamic process
that evolved through struggle as one actor responded to the symbolic
overtures of another, often by trying to appropriate the opponent’s
symbols for their own purposes. It was a process made possible by the
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malleability of symbols, historical examples, and analogies, driven by
the clash of opposing frames and involving considerable creativity and
ingenuity to transpose and recombine a variety of discursive artifacts.

Two issues require further elaboration. First, the selection of symbols
and rhetoric for framing purposes is often a very strategic and deliberate
activity because framers are acutely aware that a frame that fits the
prevailing public mood is important in generating public support for
policy proposals. For example, framing tax-cut proposals as representing
a solution to budget deficits and big government became increasingly
popular among supply siders during the 1980 presidential campaign
because Reagan’s campaign advisors recognized from public-opinion
polls that deficits had become a particularly important public con-
cern.'® Indeed, whether a frame is effective often turns on how well
framers monitor public sentiment, an activity that is, of course, a
function of the level of resources at their disposal. One reason why the
Reagan campaign was more effective than the Democrats at framing
issues such as these in 1980 was that they extensively pretested their
frames with focus groups and in selected media markets before they
broadcast them more widely on television and radio. They even tested
their ads against Democratic ads. Because they had less money the
Democrats did very little of this and suffered in the campaign as a
result.'™ The point is that although everyone tries to frame their
policy proposals as effectively as possible, framers understand that the
quality and effectiveness of frames is variable and that this can be
discerned ahead of time, given adequate resources.

Second, although creativity is an important part of the framing process,
so is the ability to project frames, once they have been built, to the
intended audience. The supply siders’ eventual success turned in part
on being able to do this better than their opponents. Again organiza-
tional resources were important. Conservative think tanks were more
interested and sophisticated in this sort of activity and had more re-
sources to dedicate to it than their liberal counterparts.105 Indeed,
given the fact that deficits in 1980 were not substantially larger in real
terms or as a percentage of Gross National Product than they had been
for the previous fifteen years, this effort in conjunction with a massive
conservative publicity campaign during the 1970s may have exacerbated
public concern over deficits in the first place.'°® Moreover, during the
1980 presidential campaign, when the level of public debate over these
issues was especially intense, Reagan had considerably more money
for advertising his position than Carter.!"’
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Thus, especially insofar as frames are concerned, there is a closer and
more complex relationship among interests, resources, and ideas than
much of the literature on ideas and policy making suggests. Put simply,
the ability to influence policy making depends in part on finding which
frames are the most appropriate and projecting them to the public -
tasks that are endogenous to the policy-making struggle and that often
depend, in turn, on the ability of various interests to dedicate resources
to them. However, this does not mean that interests and resources
alone determine policy-making outcomes. If they did, then frames
would not matter, policy-making elites would not dedicate nearly as
much money, time, and energy as they do to figuring out which frames
work best and clever campaign advisers and spin doctors would not
play such prominent roles in politics.

Conclusion

To summarize briefly, juxtaposing the analytic strengths and weak-
nesses of historical and organizational institutionalism enables us to
disentangle what we mean by ideas and to understand better how
different types of ideas affect policy making. Ideas provide specific
solutions to policy problems, constrain the cognitive and normative
range of solutions that policy makers are likely to consider, and con-
stitute symbols and concepts that enable actors to construct frames
with which to legitimize their policy proposals.

This last point is especially important because it is the most obvious
way in which my position differs from both organizational and histor-
ical institutionalism. Although organizational institutionalists focus
almost exclusively on the unintended effects of largely taken-for-granted
ideas,'% the events depicted above show that the intentional manipu-
lation of ideas through cognitively clear and concise packaging and
normatively acceptable framing also requires theoretical attention. Most
historical institutionalists who take ideas seriously also neglect how
actors use ideas in this way, particularly insofar as frames are con-
cerned.'” This is particularly ironic in their case because several prom-
inent historical institutionalists also contributed to a literature on
social movements that speaks about the importance of cultural reper-
toires and idioms in framing movement issues.''® It emphasizes that
broad cultural themes provide a resonant backdrop for political mes-
sages; that messages are deliberately framed for public consumption;
that frames are built from the raw materials provided by the broader
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culture; and that this entails much contention among framed mes-
sages.''! Indeed, the rise of supply-side economics involved just such a
process. By conceptualizing this process for policy making, this article
elevates agency to a more prominent and appropriate position in the
analysis than either organizational or historical institutionalists have
done and, as a result, provides a more balanced assessment of the
ideational foundations of action and constraint. It also demonstrates
that the ideational foundation of action has both a cognitive and nor-
mative dimension.

My argument also differs from organizational institutionalism by em-
phasizing that an analysis of powerful organizations and conflict must
be incorporated into our theories of how ideas affect policy making.
Critics have charged that organizational institutionalism rejects realist
or materialist arguments, ignores the central role of conflict and struggle
in institution building and policy-making, and avoids discussing how
powerful organizations help enact the ideas that frame governmental
policies.!'? The rise of supply-side economics was very much an intel-
lectually and politically contested process in which powerful think
tanks and other organizations mobilized substantial financial resources
to influence policy making at the ideational level. In this regard, the
argument presented here resembles that of other scholars who have
shown that the rise and fall of policy ideas is a highly conflictual

pI‘OCCSS.] 13

Researchers who seek to bring ideas and culture back into the anal-
ysis of politics have been criticized for failing to develop empirically
grounded causal explanations and generalizations.'"* By comparing
the political fortunes of two opposing sets of programmatic ideas,
supply-side economics, and industrial policy, my argument contributes
to our general understanding of the causal processes whereby some
programmatic ideas affect policy making more than others. Specifically,
the probability that a programmatic idea will affect policy making varies
in part according to the extent to which it provides clear and simple
solutions to instrumental problems, fits existing paradigms, conforms
to prevailing public sentiment, and is framed in socially appropriate
ways.!'> Whether these effects are patterned and systematically related
to each other remains an open question, but one might hypothesize
that they operate in a hierarchically nested fashion according to the
following logic, which may not always be fully apparent to policy
makers: Given the perception of a problem for which policy makers
seek a remedy, a programmatic idea must be credible to them in the
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sense that it fits the dominant policy paradigm. If it fits, then they must
believe that it provides an effective solution to a policy-making prob-
lem — a perception that is enhanced to the extent that the idea is
packaged in simple enough terms for policy makers to understand and
that it provides clear policy guidelines. If policy makers perceive an
idea to be useful in this sense, then it must fit with prevailing public
sentiment. If it does not, then it must be framed so as to improve this
fit. In other words, it is the cumulative effect of different types of ideas
that influences whether a programmatic idea carries the day. For exam-
ple, it was not just the fact that supply siders characterized industrial
policy as socialism that ensured their success. After all, conservatives
have been making such charges against liberals for decades. Instead, it
was the combination of that frame and others combined with all the
other effects described above that helped make the difference.

However, as I have stressed, arguing that ideational conditions affect
policy-making outcomes does not mean that interests are unimportant.
My claim is simply that fulfulling the criteria of simplicity and clarity,
cognitive and normative fit and proper framing are necessary but not
inevitably sufficient conditions for policy makers to adopt and deploy a
programmatic idea. Indeed, the fact that the victory of supply-side
economics over industrial policy turned on the material and organiza-
tional resources of people with explicit political agendas as well as the
effects of various types of ideas suggests that it is the interaction of
ideas and interests that is ultimately the important thing for scholars to
consider.'®

In this regard, my argument also differs from that often made by
non-institutionalists who maintain that the ideas that influence policy
making simply reflect the dominant material interests in society.''” In
particular, although the influence of organizational resources has a
heavy effect on building effective frames, actors build frames from the
already existing normative elements that constitute public sentiments,
which do not arise simply because of the manipulations of powerful
interests.''® Furthermore, although the capacity to package program-
matic ideas in parsimonious ways is enhanced by their links to organiza-
tional resources, these programs must fit with underlying paradigmatic
assumptions whose origins and institutionalization are not due solely
to the power of political and economic interests over universities and
other arenas of intellectual discourse.''® Indeed, the relationship among
ideas, interests, and public policy is a complex one. A comprehensive
analysis of the interactions among different types of ideas and interests,
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particularly with respect to paradigms and public sentiments, is beyond
the scope of this article, but specifying different types of ideas and their
possible effects is an important starting point for such an investigation.

Similarly, a clearer specification of ideas and their effects is important
for those who insist that interests have very little impact on policy-
making outcomes. For instance, Dobbin maintained that national
principles regarding the desirable relationship between state and econ-
omy rather than the material interests of business and political elites
determined railroad policy.”® He based his argument on an analysis of
the public pronouncements, speeches, and official congressional and
parliamentary proceedings recorded at the time. However, people may
say one thing publicly but another privately, in order to shield their
true motives from public scrutiny and otherwise legitimize their be-
havior."?! Although Dobbin recognized that politicians may be com-
mitted to taken-for-granted cognitive paradigms, by focusing on public
testimonies he neglected to investigate the possibility that they may
also engage in much more self-conscious framing exercises to conceal
ulterior motives including self interest. As a result, it is difficult to tell
whether interests were at work in his empirical cases. Because his
methodology was not sensitive to the full array of ideas and how they
might have affected railroad policy making he failed to provide the sort
of “crucial experiment” '*? that could have resolved the issue. A better
test would have been to compare the public pronouncements against
more private documents, such as personal diaries and correspondence
where actors are less likely to conceal their true motives if they differ
from those that they express publicly. Doing so would have created an
opportunity to determine the degree to which the private thoughts of
actors matched their public declarations, whether framing had occurred
to conceal ulterior motives and whether self interests were involved. Of
course, this still begs the question of how actors with particular beliefs
come to occupy critical policy-making positions in the first place - a
question posed by historical institutionalists and non-institutionalists
alike and one that again focuses attention on the possible interactions
between interests and ideas.

John Maynard Keynes once wrote that the ideas of economists, re-
gardless of their empirical truth, are more powerful than is generally
understood.'?* Nevertheless, those engaged in the ideas-versus-interests
debate have run into methodological problems trying to decipher how
much power ideas have on policy making because they have not speci-
fied precisely enough what they mean by ideas. My purpose has been to
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suggest how we might think more clearly about ideas and their effects
so that we can begin to overcome these methodological hurdles. This is
the only way we can determine how powerful ideas really are.
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