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I
GENERAL CONSIDERATIONS
1. Introduction
1.1
These notes were motivated primarily by my reading of Diane Stone's book, "Capturing the Political Imagination: Think Tanks and the Policy Process" (Frank Cass, London, 1996). This is a complete consideration of issues relating to Think Tanks. Ms. Stone is a Political Scientist who brings the tools of her craft to bear on issues relating to Think Tanks. As an Economist, I will rely heavily on her book, but will apply a somewhat different set of tools to the analysis. These notes also rely on several volumes of edited papers on think tanks. One that was particularly helpful was Think Tanks in a Democratic Society: Al Alternative Voice, By Jeffrey Telgarsky and Makiko Ueno, eds. (The Urban Institute, 1996).

1.2 
Ms. Stone and I seem to arrive at similar conclusions regarding Economic Think Tanks. They arise naturally in atmospheres that are, to varying degrees, free market democracies. In addition, Economic Think Tanks and free market democracies seem to develop and grow together, rather than sequentially, and to feed on one another. Given this, it is probably best to view Think Tanks as not-for-profit enterprises that arise because of, and contribute to the growth of free market democracies. They are, like other enterprises, sensitive to the entrepreneurial atmosphere in which they operate. Individuals must be able to give vent to their entrepreneurial proclivities. Unlike commercial enterprises, Think Tanks can not succeed if the free flow of information, and open dialog and debate are repressed and enterprises closely controlled by governments. Although it is difficult to discern how they affect development, Think Tanks seem to be an essential part of successful free market democracies.  

1.3
My reading suggests that Economic Think Tanks are similar to marketing middlemen or enterprises dealing in policy/political relevant knowledge. They intermediate between producers (suppliers) and users (demanders) of such knowledge. They are non-profit enterprises primarily because there is a significant free rider problem associated with the provision of policy/political relevant knowledge. They can not exclude non-paying users of the information they handle and can't, therefore, charge users the full social value of the information they provide. Because of this, they must seek some revenue from social benefactors. These benefactors might be governments, but it is thought to be better for Think Tank independence and credibility if their revenues come from non-governmental sources, particularly from businesses and benefactors.

1.4
They are enterprises, however. They have managers, workers, budgets and bureaucratic procedures. Their social value is measured, as is usual in National Accounts, by the revenues they receive and the (equal amount of) costs, in terms of wages, rent and interest that they pay out. Since Think Tanks are non-profit enterprises they must use their annual revenue to cover the costs of doing business. Revenue volumes therefore determine the amount of Think Tank activity and the social value of their output.

1.5
It is not clear how Think Tanks and NGOs differ, but it seems important that they be seen as being distinctly separate, at least in some respects. For one thing, Think Tanks predate NGOs. This suggests at a minimum that they are different enterprise sub-sectors. For another, Think Tanks broker information as an input to the policy/political process. NGO activity consists of the direct provision of final (as opposed to intermediate) services such as voter registration, etc. NGOs probably aim to steer clear of activities involving policy/political relevant information. 

2. The Importance of Information

2.1
A major premise of Ms. Stone's is that policy/political relevant knowledge is important in free market democracies. Economists would certainly agree. Expansion of the production and use of information is crucial.
 However, as Ms. Stone notes (p. 72) information appears to be a "quasi" public good subject to free rider problems. People/institutions can use it without paying for it. Because of this, it is unlikely that purely commercial transactions in market settings will result in the production and use of the appropriate amounts of policy/political knowledge. Instead, growing amounts of altruistically or socially motivated revenues must be garnered by Think Tanks and used to stimulate the growth in the production and dissemination of policy/political relevant knowledge. Think Tanks stimulate the proffering of these revenues and should spend them in transparent ways. 

2.2
It is probably easiest to conceive of policy/political relevant knowledge as intermediate inputs that are used in the generation of final output, much of it coming from governments. Evaluating the information provided by Think Tanks presents the same sort of problems as evaluating government sector output. The solution is the same too. Economists assume that taxes reduce private GDP by the same amount that government expenditures increase GDP. If it can be assumed that philanthropic support for Think Tanks would otherwise have been paid in taxes, then the same logic applies to Think Tanks. Their contribution to GDP equals their expenditures (and revenues). 

3. National Tax Issues

3.1
If policy/political relevant knowledge is to flow freely and Think Tanks are to flourish, country tax regimes must favor philanthropic giving and the conduct of non-profit enterprises. Favorable tax treatment for contributions and bequests recognizes that Think Tanks are non-profit middlemen providing quasi-public services for which they can't capture sufficient revenue. Traditionally Think Tanks benefit most from favorable estate or bequest tax treatment since avoiding such tax finances endowments, foundations and foundation giving.

3.2
In addition stimulating philanthropic giving by enterprises seems to require first that enterprises earn profits (not rent) and that they face a trade-off decision between paying taxes or making philanthropic gifts. In essence this circumstance requires that a) commercial enterprises earn profits and b) that philanthropic gifts can reduce pre-tax profits. The rationale for this tax "exemption" is that the reductions in taxes to finance Think Tanks is offset by the impact of Think Tank output on expanding the tax base.

4. Defining Think Tanks and Delimiting the Sector

4.1
Ms. Stone overtly considers the appropriate definition of Think Tanks, but pays less rigorous, specific attention to delimiting the sector. She would probably be inclined to agree that the sector is delimited in terms of the sum of those enterprises acting as Think Tanks, as she and others define them. This is a safe bet in a relatively static world where the sector is defined in terms of the size and number of Think Tanks defined in standard terms. It leads to problems in dynamic settings where the technological essence of policy /political relevant knowledge, and of how it's brokered are changing rapidly. 

4.2
Essentially the sector consists of a varying number, size and essence of non-profit enterprises providing policy/political relevant knowledge in a free market democratic setting. In such a dynamic, competitive setting there is room to accommodate Schumpeter's "creative destruction" and a changing number and size of Think Tanks with differing orientations and modes of operation.

4.3
 Ms. Stone lists six major characteristics of traditional Think Tanks and a further four characteristics of "new" Think Tanks as follows.



Traditional Characteristics
(i) Organizational Independence and Permanency

Think tank enterprises must Raise Revenue and Spend it to Further Their Agendas, but the revenue requirement imposes a constraint on their independence. Also, permanency or sustainability will have a fluid definition (see Sustainability below).

(ii) Self-determination of  Research Agendas

These would, however, recognize Supply (can/will it be research?) and Demand (the priorities of users and funds providers) characteristics.
(iii) Policy Focus (Output is Policy/Political Relevant Knowledge)

(iv) Public Purpose (Social Orientation or Purpose)

(v) Expertise and Professionalism

(vi)
Organizational Yield or Output
This output includes publications (of all sorts), press citations personal appearances, testimony and seminars, conferences, etc.

"New Characteristics"
The addition of these demonstrates why it is difficult to define the think tank sector in terms of what a particular set of think tanks does. One would expect the list of new characteristics to increase as the sector changes and grows. 

(vii) Ideologically Aligned

(viii) Specialized Professional Orientation (e.g., health, tax, environment, etc)

(ix) Specific Spatial/Political Focus (e.g., local Govt., National or International)

(x)
Think and Do (Activist) Think Tanks.
5.
Sustainability Issues 

5.1
Ms. Stone and others stress that Think Tanks should exhibit sustainability or permanency. As suggested above (Section 3), sustainability will be significantly related to country tax regimes that favor a fairly dependable flow of revenues for Think Tanks. Ideally, some of the revenue should be relatively "agenda neutral" so that it supports Think Tanks generally rather than particular agendas or points of view. This money is frequently foundation/endowment money. However, it could be government money as long as it is available to any and all think tanks equally. That is, government money should support the sector generally, but not be a factor in determining particular winners and losers. Ironically, not picking winners and losers is very difficult for any government, including foreign ones.

5.2
The sustainability issue raises questions regarding the desirable structure of the Think Tank sector. Permanency seems more important for the sector than for any particular Think Tank. This would reflect the need for Think Tanks to remain competitive, or to garner current revenues on the basis of good or relevant rather than bad, irrelevant performance. Development economists will recognize an old saw here: The infant industry argument. This relates to the extent that nascent Think Tank enterprises need monopoly favors in order to become competitive. There is no pat answer, but it is clear that a fairly certain, non-governmental revenue stream for the sector is an important ingredient. So is competition and innovation amongst Think Tanks, however.

6
Outsourcing and Think Tanks

6.1
An interesting issue arose regarding specialization within the Think Tank sector in discussions with Dr. Lyn Squire (Director, Global Development Network-GDN- http://www.gdnet.org/ ). GDN is essentially a service organization for Economic Think Tanks in that it provides international access to and coordination of development relevant research that can be brokered by Think Tanks. It seems reasonable to assume that other Think Tank functions will be outsourced too. Thus revenue raising, and output dissemination and publication can be (and are) contracted out by many Think Tanks to specialized Think Tank service enterprises. There should be room within the sector for these service enterprises too.

7. Issues Relating to the Influence (Impact) of Think Tanks

7.1
Ms Stone sums up a general feeling regarding the illusive nature of the influence of Think Tanks by saying (p106), "…the impact of even the best known Think Tanks on policy is modest. A similar statement could probably be said of direct Think Tank influence on public opinion, although the indirect impact of Think Tanks on public opinion via the media may be somewhat greater. 

7.2
It is probably more valid to assess the impact of the Think Tank sector, given the iffy nature of assessing the impact of individual Think Tanks. Assessing the impact of each separate Think Tank is difficult and smacks of picking winners and losers. If the sector is vibrant and growing, it is probable that Think Tanks are having an adequate impact, even if the size and number of Think Tanks is changing. 

II
EVALUATION ISSUES


USAID wants to provide $ to a) build Think Tank institutions that b) improve the i) quality, ii) timeliness, iii) relevance, iv) use  and v) public awareness of economic policy analysis. TTs are viewed as intermediaries or enterprises who collect and support staff who do (i-v). These staff might be called Policy Entrepreneurs (PEs).  PEs have certain characteristics (list these) that make them able to take basic research and mold it into policy relevant output. The TTs must then disseminate this effectively so that it influences government policy and public opinion. There are two main problems in Russia with this. First, Russian PEs are scarce, and the existing incentive system, including the limited effectiveness of TTs doesn't simulate Russian scholars (potential Pes) to produce (i-v) above. Second, without help from foreign PEs (I call this Globalization of TTs) Russian TTs and PEs are unlikely to flourish and become effective.

My reading suggests the following main areas of examination for an evaluation of Think Tank enterprises and of the Think Tank Sector. At a conceptual level the evaluation covers the Effectiveness of Foreign Subsidies to Think Tanks. Our conclusions might well assume that continued subsidies are desirable and warranted. If so, the focus would be on whether they were well done in the past and how best to improve them. My gut tells me that the subsidies so far have been pretty good on supporting Think Tanks as institutions and on getting pretty good policy out, but much weaker on output dissemination. This suggests that our recommendations focus on targeting subsidies to improve dissemination.

8. Assess the Environment for Think Tanks

a) For enterprises generally and for Think Tanks

1) Is environment for Think Tanks different than for NGOs?

b) The supply of basic research

c) The demand for policy/political relevant knowledge

1) If Think Tank output doubled, would it be used?

d)   The Supply of Researchers and Think Tank Staff & Atl. Alternatives

9. The Revenue Potential for the Sector, Size & Contribution to GDP

a) Tax matters

b) Domestic sources

1) Philanthropic- Need profits (not rent) and to face choice of taxes versus Phil. giving 

c) External sources

1) Crowding out-Does External $ crowd out domestic sources?

2) Should USAID double or half size of next Think Tank project?

d)  What do National Accounts show? Employment?


10. Assess Agenda Setting and Research Methodology

a) Procedures

b) Independence

11. Administrative Matters

12. Think Tank Output Dissemination

a) Should USAID subsidize this?

13. Vibrancy of sector
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� See Jack Hirshleifer and John C. Riley, The Analytics of Uncertainty and Information: Cambridge University Press, Cambridge, England, 1992.





1
1

