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ABSTRACT
THE POLITICS OF THE POLITICAL BUSINESS CYCLE
By

Ronald Edwin Langley

This dissertation examines the determinants of public
support for the president with its focus on the Nixon
administration. The political business cycle controversy
has generated much research, but little is devoted to
popularity management at times other than election years.
This research examines the possibility that the president
continually manages popular support. Consequently, it is
necessary to study the determinants of popular support.
The model that is developed is based on the proposition
that an individual’s evaluation of the president’s
performance is mediated by a predisposition to support
him.

The ability of the president to utilize economic
policy instruments is also examined. The political
business cycle literature invariably discusses the
creation of short-term surges in the economy for electoral
gain (possibly to the detriment of long-term economic
health), but it is not clear that the president has the
ability to pull the appropriate "levers" to create these
surges. This research examines which macroeconomic policy
instruments are at the president’s disposal and whether or

not they can be used to create short-term changes in the



macroeconomic indicators commonly focused on in the
literature.

Methodological problems that are often cited in the
critiques of the political business cycle literature are
avoided by the use of a pooled cross-sectional/time-series
research design in which probit analysis is performed on
individual-level data (approximately 55,000 cases). The
methodologies used to examine the president’s ability to
pull the appropriate economic levers will include a vector
autoregregression technique to purge the macroeconomic
indicators of any systematic component and ordinary least
squares regression on the remaining innovations.

The major results of the research indicate that there
is a predisposition to support the president which acts as
a baseline for an individual’s evaluation decision, and
also that this predisposition acts, in conjunction with
the salience of events to the individual, as a perceptual
filter mediating the impact of environmental outcomes on
that decision. Furthermore, the results indicate that the
president does have the ability to use macroeconomic

policy to create short-term surges in the economy.
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CHAPTER ONE

INTRODUCTION

In the months before the 1972 election, several
interesting things happened in the economic arena. The
level of transfer payments to citizens increased, the
timing of some types of these payments was altered in a
manner which resulted in their delivery before the
election (Tufte, 1978), and the Federal Reserve pursued an
expansionary monetary policy despite the need for monetary
deceleration to accommodate the 1971-72 price controls
(Gordon, 1980). The increase in level of transfer payments
included a 20% increase in October 1972 Social Security
checks, an increase in veterans’ benefits, and increases
in federal grants in aid to state and local governments.
This increase in cash flow from the federal government
just before the election may have directly benefitted as
many as 75 million people, almost all of whom were of
voting age. Occurrences such as this have led many
scholars to hypothesize that a political business cycle
may exist in which elected officials might engage in short
term manipulation of the economy for electoral benefit.

One variation of the political business cycle
literature calls for careful examination. Since much
research focusing on election results points to the

importance of presidential approval (e.g., Tufte, 1975;
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Jacobson and Kernell, 1983; Marra and Ostrom, 1989), and
since a high level of presidential approval is an
important resource the president can tap, it may be that
the president has an incentive to manipulate the economy
at times when approval levels wane and not just at
election time. Therefore, this analysis will deal with
some of the concerns that are raised in the political
business cycle literature (such as whether the president
can manipulate the economy for personal gain) and also

with the literature on presidential public support.

THE POLITICAL BUSINESS CYCLE

Theoretical Background

The analyses of Nordhaus and Tufte are among the most
cited early research in the political business cycle
literature. Nordhaus (1975) developed a model of
macroeconomic policy based on several assumptions. First,
he assumes that the main goal of a political party is to
win elections, and that the incumbent government therefore
chooses policies which will maximize its plurality in the
next election. Second, these policies will improve the
economy in the short-run, but will create lower
unemployment and higher inflation than is optimal in the
long-run. Third, voters do not evaluate the economy based

on the average conditions over the last electoral period,
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but instead, are more heavily influenced by their memory
of the most recent conditions. This leads to a political
business cycle wherein unemployment continually decreases
over the electoral period at the expense of inflation
until immediately after the election. When the election
has passed, the government attempts to control high
inflation, which causes unemployment to rise to
unnaturally high levels.

According to Nordhaus, the proposition that the
optimal partisan policy leads to a political business
cycle requires that three conditions be met. First,
periodic competitive elections are held to choose the
government. Second, the government is capable of moving
the economy in the desired direction. Finally, the voters
are myopic in the sense that they evaluate policies only
over the past electoral period. Nordhaus suggests that
these conditions appear to be met in the United States and
that examination of presidential elections from 1948 -
1972 indicate a marked coincidence of political and
business cycles.

While the Nordhaus research is heavily theoretical,
the work of Tufte is more empirical in nature. Tufte
(1975, 1978) expanded upon earlier work and provided
statistical support for his theory that two electoral-
economic cycles exist in the United States. The first of
these is a two-year cycle characterized by the growth of

real disposable income per capita accelerating in election



4
years and decelerating in odd-numbered years. The second
is a four-year "presidential” cycle characterized by a
declining rate of unemployment in election years and an
increase in this rate a year or so after an election.

Not only does Tufte discuss the role of the economy in
election outcomes, but also the role of presidential
approval levels. The president’s ability to get the co-
operation of the Congress and the bureaucracy needed to
stimulate the economy at the appropriate times depends on
how "strong" the president is (as evidenced by high or low
approval levels). Also, Tufte sees presidential approval
rates as a measure of "the public’s evaluation of
incumbent performance on non-economic issues" (Tufte,
1978, p. 109). Tufte clearly thought a political business
cycle existed and provided much secondary evidence of this
(such as trends in unemployment and the rise in transfer
payments before elections), the most convincing of which

is for the Nixon years.

Public Approval

Much has been written within the last several years
regarding the possible existence of a political business
cycle. Besides the work of Nordhaus and Tufte, many other
variations exist in the literature, most using some notion
of popular support for the president as either an

explanatory variable or as the variable to be explained.



5
Presidential approval studies and the political business
cycle literature go hand in hand. Three early studies help
to put the presidential approval literature in
perspective.

Noting the regularity since the 1940’s with which the
Gallup Poll has asked the presidential approval question
("Do you approve or disapprove of the way (the incumbent)
is handling his job as President?"), Mueller (1970)
attempted to explain fluctations in this trend line. Four
predictors of a president’s popularity were used in a
multiple regression analysis: an economic component, to
capture the decline in popularity during recessions; a war
component, to capture the decline in popularity during
conditions of war; a "rally ’'round the flag" component, to
account for short term surges in popularity due to
international crises; and finally, a "coalition of
minorities"™ component, to capture the notion that most
policy decisions made by the president will alienate some
segment of the population, leading to a gradual erosion of
public support.

Mueller’s model strongly suggests that there is an
inexorable decline in presidential approval levels over
time. This idea became the focal point of the "cyclical
model” developed by Stimson (1976). Stimson used "time" as
the major explanatory variable just as Mueller had done,
but in a different functional form. Stimson’s use of

"time"” in a quadratic equation was not only a departure
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from Mueller’s operationalization of the role of "time" in
public approval levels, but also reflected a sharp
difference between the two authors in terms of their
explanations for this decline. Mueller used "time" as a
variable to operationalize the decline in support as a
result of presidential decision making. Stimson suggested
that public support was "almost wholly independent of the
president’s behavior in office"” (1976, p. 1) and that
psychological factors were much more important than
political factors.

The inexorable decline in support over time for a
president became the new conventional wisdom until the
late 1970’s, when the use of "time" as an explanatory
variable came under increasingly heavy attack due to its
lack of theoretical meaning. Kernell (1978) criticized the
earlier work for shortchanging the operationalization of
substantive variables and developed his own model using
political variables to account for a president’s initial
high level of support and the subsequent decline. Not only
were economic, war, and "rally ’‘round the flag" components
included, but also an "early term” component to account
for high initial levels of popularity (a type of
"honeymoon" effect), and a lagged popularity variable to
account for the idea that popularity responds sluggishly
to environmental outcomes.

Although using lagged popularity as an explanatory

variable leaves Kernell’s work vulnerable to some of the
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same criticisms he visited on earlier works, this study
signalled the return to the use of political variables to
explain presidential approval levels as opposed to using
variables with no theoretical meaning to describe these
levels.

Although many different approaches have been taken in
the literature since this time, most have some
operationalization of "rally" events, times of war, and

the state of the economy at their core.

The Controversy

Despite the research discussed above, and many other
works, there is no consensus as to whether or not a
political business cycle or any such cycle exists. Several
studies test this theory and find little conclusive
empirical evidence to lend it support.

Beck (1982c) uses a type of intervention analysis
(Box-Tiao) to test earlier models and finds little
indication that a political business cycle exists, and
this only during Nixon’s presidency. Although he chose to
omit the Eisenhower and Ford years in his analysis, Beck’s
results indicate that the relevant macroeconomic series do
not appear to shift at election time.

Although his analysis could not test whether this is
because no manipulation is attempted, or rather, because

manipulation attempts are unsuccessful, his conclusion was
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clear. If political business cycles do exist, their bases
must be much more complicated than Nordhaus and Tufte
suggest. Along these lines, there are other studies
suggesting that the president is simply unable to mobilize
public support even if manipulation is attempted (e.g.,
Lowi, 1985).

In a review of some of the political business cycle
literature, Alt and Chrystal (1983) also note the lack of
empirical evidence to support the various hypotheses. They
concede that there are probably cases where politicians
use economic intervention for political purposes, but
suggest that the resulting cycles may be trivial compared
to normal economic fluctuations and that economic
intervention is just one of many incumbency advantages.

Current research expands upon this notion. Marra and
Ostrom’s "Comprehensive Referendum Voting Model" examines
congressional election outcomes by combining many
components of other models and shows, in part, that
"economic conditions have a relatively minor direct impact
on the outcome of congressional elections" (1989).

Many skeptics point out that it is not likely that the
president has the ability to manipulate the economy if he
so desires, and also that one cannot see the true effects
of manipulation, if any, by using aggregate-level data
(e.g., Edwards, 1983). Kramer (1983) also extensively

discusses the problem of using aggregate-level data, but
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concludes that the resulting estimates may be more robust
than those obtained from individual-level analyses.

Examining the various studies in this subject area
only serves to emphasize the fact that the dispute is
largely unresolved. There is a fierce debate among
scholars as to whether or not a political business cycle
does indeed exist and many substantive and methodological
concerns have been raised. It could be that the wrong
questions are being asked, however. It is possible that
the lack of empirical support for a political business
cycle is simply a lack of support for a specific
electoral-economic cycle.

Marra and Ostrom (1989) suggest that there is a more
general electoral-approval cycle that is not limited to
economic manipulation, but includes anything the president
has control over which can improve the quality of life of
the electorate (and presumably, his popular standing). To
take that one step further, this research proposes that
there is an even more general approval cycle which is not
necessarily tied to elections.l It is possible that
empirical results in the political business cycle
literature are so muddled because the authors are, for the
most part, looking for only macroeconomic abnormalities as
opposed to examining other possibilities, and focusing
only on elections as opposed to any time public approval
wanes. This is where the public approval literature

becomes important.
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This research does not mean to imply that all actions
taken by the president in the economic arena or elsewhere
are for personal or electoral benefit. Surely, most policy
decisions are based on sound economic theory and past
experience. Some highly focused manipulatory practices may
exist, however, which are undertaken for the purpose of
boosting electoral fortunes or sagging approval ratings.

Presidential manipulation of the economy need not
affect the population as a whole to be effective in
increasing public approval, and the president need not
attempt any drastic measures to achieve the desired
results. Since the regular business cycle is often
described as a four-year period of expansion and
contraction, it has been suggested that the business and
electoral cycles may be moving together naturally and as a
result, all that is needed is "fine-tuning" on the part of
the executive to achieve the desired increase in
popularity at election time (Lowery, 1984). It has also
been suggested that a president builds coalitions by
working on those marginal Congressmen who are not already
on his side but are not firmly against him either, and
that the president can build public support in the same
fashion (Kernell, 1984).

These notions can be applied to the possible
manipulation of the economy by the president. Drastic
changes need not be effected, just a little tinkering at

the margins of the economy to produce short-run gains for
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some population groups that are "marginal” in the sense
that they are neither strong approvers nor strong
disapprovers (specifically, these marginal groups consist
of weak approvers, the support of whom the president
desires to maintain, and weak disapprovers, or those with
no opinion, whom the president desires to convert). This
could be done not just at election time, but whenever
events indicate that public approval is declining.
Although the management of public support does not appear
to be a continual process, it may need to be in the future

for effective presidential leadership.

Economic Policy in the Nixon Era

At the beginning of this chapter there was a brief
list of curious events in the macroeconomic policy arena
that took place during 1972. Not only were these events
somewhat out of the ordinary, but there were many policy
decisions made during the entire 1969 - 1974 period which
were not what one would expect from a Republican
administration. Beck (1983a) notes that although monetary
policy under Republican administrations is generally tight
(restrictive) to control inflation, the Nixon presidency
was characterized by unusually easy (expansionary)
monetary policy. This occurred even though economic
conditions required a deceleration in monetary supply to

accommodate the 1971 - 1972 wage and price controls.
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Beck also notes that while the Federal Reserve usually
accommodates an administration’s fiscal policy, "there was
more accommodation under Nixon than under any other
president" (Beck, 1983a, p. 20). Furthermore, interest
rates should have been allowed to rise to help decrease
the money supply (because higher interest induces people
to shift their assets to nonmoney holdings such as bonds
and savings accounts), but they were kept down due to the
influence of the chairman of the Federal Reserve, Arthur
Burns, whom President Nixon appointed chairman of the
Committee on Interest and Dividends, despite the apparent
conflict of interest. Apparently this lack of increase in
the interest rates was politically motivated, because
Burns was worried about interest rates coming under legal
control, as had prices and wages.?

Were the events of 1972 a sign of manipulation of the
economy for electoral gain, or merely a response to a
volatile economic situation combined with the relatively
liberal monetary policy preferences of a new chairman of
the Federal Reserve? The political business cycle model
predicts that policies become more restrictive after
elections. It is interesting to note then, that
immediately after the 1972 election the level of all
transfer payments decreased, and within 3 months of the
election the wage and price controls program was partially
dismantled and monetary growth began to decelerate

(Gordon, 1980).
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Furthermore, Gordon suggests that fiscal policy was
not what one would expect during the 1969 - 1970 recession
or the 1971 - 1972 boom. Real government expenditures
decelerated too rapidly during the recession and as a
result, aggravated it, and then when deceleration was
needed during the boom, it halted altogether (1980).
Gordon also notes that various measures taken during
Nixon’s administration, such as the wage, price, and rent
controls mentioned above, the surcharge on imported goods,
and the abandonment of the Bretton Woods system (the
detachment of the dollar from the gold standard) all had a
definite impact on short-run economic conditions.

Finally, Tufte’s observation of higher and
interestingly-timed transfer payments before the 1972
election implies a corresponding rise in payroll taxes to
cover the expense of these increases. Not surprisingly,
this increase in tax did not take place until after the
1972 election. Although Tufte espouses a general theory
for a political business cycle covering all
administrations, he points out that these manipulatory
devices operated at a "more intense level, involving more
money” during Nixon’s 1972 campaign than in any other
election (Tufte, 1978, p. 44). If a political business
cycle exists, the consensus is that President Nixon'’s
terms in office (especially the period prior to the 1972

election) provide the best evidence.
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The emphasis of this research on macroeconomic
outcomes is not meant to imply that other things are not
considered important. This emphasis is due to the fact
that many doubt whether or not the president actually has
the ability or influence to affect the economy in the
hypothesized manner, and this question will be confronted
in this research. Also, it is likely that since Richard
Nixon’s presidency is often cited as the best example that
an economic-electoral cycle exists, it is equally likely
that this presidency will provide much information about
any approval-oriented manipulation. Although Nixon may be
the best example of a president who attempted to "manage"
public approval, he is certainly not the only example, and
in the future, this research design will be used to

analyze other administrations.

Expectations

In summary, three general research questions will be
addressed. First, is there a predisposition to support or
not support the president that acts independently and also
as a filter mediating the effect of environmental outcomes
on presidential popularity? Second, do the president’s
actions in the macroeconomic policy arena really affect
macroeconomic outcomes? That is, does the president have
the ability to manipulate the economy for personal gain?

Third, do macroeconomic outcomes appear to affect
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presidential popularity when using individual-level
analysis as opposed to aggregate-level analysis? If one
believes that the president desires high popularity
ratings in part because there is a relationship between
public approval and the presidential decision-making
process (as suggested by Ostrom and Simon, 1983), the

answers to these questions are important.

OVERVIEW OF THE DISSERTATION

Presidential Decision Making

The second chapter of this dissertation focuses on
presidential decision making with respect to the
management of public support and the role of public
support in this process. It was assumed earlier that the
president desires high approval levels. This is not
because high approval in itself is meaningful, but more
importantly, because public approval is an important
resource in the presidential decision-making process.

Popular support has been shown to be an important
determinant in the setting of the president’s agenda
(e.g., Light, 1983; Kernell, 1986). Popular support has
also been shown to influence the actions taken by a
president (e.g., Ostrom and Job, 1986; Rohde and Simon,
1985). In short, the president has the incentive to manage

popularity. Furthermore, since the president’s agenda and
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actions affect popularity levels, a reciprocal
relationship is indicated between public approval and
modern presidential decision making. As suggested by
Ostrom and Simon (1985), the study of public support is,
of necessity, also a study of presidential decision
making.

In this chapter, the president will be characterized
as a cognitive-cybernetic decision maker acting in a
complex policy-making environment. This complex
environment is characterized, in part, by the existence of
two or more conflicting values, and this conflict will be
an essential part of the analysis when the focus is on
economic actions. Are economic actions of the president
taken to improve the economy (and affect support levels

indirectly), or to directly affect popularity?

The Determinants of Public Support

After the presidential decision-making process is
discussed, the way individuals evaluate the president’s
performance will be delineated using Ostrom and Simon’s
(1988) characterization of the "citizen-as-evaluator" and
MacKuen’s distinction between competence evaluations and
emotional response (1983). Once a general model of the
citizen’s evaluation process is developed, the analysis

can proceed.
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The first step in the analysis will be to
"disaggregate”" the data by several demographic variables
using probit analysis. The dataset consists of 53 Gallup
Poll surveys of approximately 1500 respondents each. These
individual-level data cover Richard Nixon’s terms of
office from February 1969 - August 1974.3 The
disaggregation will be done separately on each of the
surveys to determine whether there was a predisposition to
support President Nixon that can be captured by examining
the following demographic information: political party
preference, occupation level, religion, geographic region,
union membership, and income level.

The resulting estimates from each analysis will be
used to create an instrumental variable in an attempt to
incorporate some notion of bias and predisposition into
the general model of presidential approval to be estimated
in the second step. It is hypothesized that the
predisposition of individuals with respect to presidential
approval will affect their current opinions, and that this
bias of individuals, or their predisposition to support
the president, will also act as a perceptual filter which
will affect their evaluations of relevant environmental
outcomes such as tranquility at home and abroad, the
economy, and the integrity associated with the Office of
the President. Probit analysis will also be used in this
step due to the dichotomous nature of the dependent

variable, but in this case the analysis will not be
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performed on all 53 surveys individually. Instead, to more
fully incorporate the information available over the
entire Nixon administration, the surveys will be "stacked"
to create a pooled, cross-sectional, time-series dataset

of 54,757 cases.

Presidential Actions and Macroeconomic Outcomes

The third step of the analysis is to examine the
ability of the president to affect environmental outcomes.
In this case, the issue of focus will be the economy.
Economic outcomes will be modeled using the following
information: the president’s actions in the monetary and
fiscal policy arenas, independent presidential actions,
and speeches made by the president about the economy.

Since changes in the economic indicators to be used
cannot be entirely explained using these factors, the data
need to be transformed to filter out the purely economic
component. Changes in the inflation rate and the
unemployment rate will be focused on, but the seasonality
and normal economic fluctuations must be filtered out so
that the true effects of presidential actions can be
observed. Therefore, a Vector Autoregression technique
(VAR) will be used in this phase of the analysis in order
to purge the indicators of variance that can be attributed

to the normal economic cycle. The residuals resulting from
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this procedure (or "innovations") will be used in place of
the actual unemployment and inflation indicators.
After these data have been transformed, Ordinary Least
Squares regression analysis will be performed on the

model.

Research Methods

The pooled, cross-sectional, time-series research
design will allow substantive conclusions to be drawn
while answering objections with respect to the ecological
fallacy. This design also overcomes Kramer’s criticism
that aggregate-level analyses may be better than
individual-level analyses due to the latter’s inability to
capture opinion shifts in the population caused by
environmental changes (Kramer, 1983). This research design
draws on the best of both worlds by allowing one to use
fuller information about the processes in question.

The use of an instrumental variable to capture the
notion that there is a predisposition to support the
president can help shed some additional light on the
question of whether or not individuals’ assessments of
environmental outcomes are simply a product of partisan
predisposition. Another way to get at this would be to use
an individual’s actual approval decision, but for
practical and methodological reasons long term panel

studies do not exist.
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The use of the VAR procedure in the third step will
help to filter out the purely systematic component of the
series being used and allow one to see what effect actions
in the macroeconomic policy arena have on the inflation
and unemployment rates once the normal economic cycle is
controlled for. If these actions have no short term
effect, then it is likely that the president does not have
the capability to steer the economy when and where he
wants, as assumed by Nordhaus.4

After the parameters of the models developed in
Chapters Three and Four have been estimated, the goodness
of fit will be derived and examined as will the analytic
properties of the models, and conclusions will be drawn
concerning the political business cycle, the president’s
ability to manage public support in general, and the
reciprocal relationship between public approval and
presidential decision making. Finally, implications for
our political system in general will be discussed, as well
as ideas for further research in this area beyond the

scope of the dissertation.
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1. Indeed, since the approval "cycle" is not necessarily
tied to elections but to events that can occur at any
time, the term "cycle" may not be appropriate. There are
certain regular occurrences throughout a president’s term
which may inspire popularity management, but usually many
more events which are unpredictable with respect to their
timing.

2. It should be noted that Beck does not believe that
the Federal Reserve’s actions were electorally motivated.
He suggests that the unusual monetary policy during
Nixon’s presidency was a result of trying to stabilize the
economy while also financing the Vietnam War. This pos-
sibility will be examined later in the dissertation.

3. The reason for using Nixon’s presidency is that his
terms in office seem to offer the best evidence of eco-
nomic manipulation. As discussed above, several scholars
note peculiarities in Nixon’s presidency in terms of the
level and timing of transfer payments (Tufte, 1978), the
overheated economic expansion of 1972-73 (Gordon, 1980),
and the fact that Nixon was the only president from
Johnson to the present that hasn’t dropped below an
approval level of 45% in the first term in office (Ostrom
and Simon, 1983), among other things.

4. If actions in the macroeconmic policy arena do have a
short term impact on inflation and unemployment, all we
can then do is examine how much influence the President
has in these policy decisions. Positive results do not
necessarily imply that the President does manage the econ-
omy for personal gain.



CHAPTER TWO

PRESIDENTIAL DECISION MAKING

A study of public support for the president must be
grounded, to some degree, in an examination of the
presidential decision-making process. This stems from the
idea that public support is a valuable resource for the
president to manage. High levels of public support can
provide the president with much leeway in battles with
Congress and can also influence decisions to take
controversial actions. Therefore, before any discussion of
the determinants of public support is attempted, the
reason that public support is important to study should be
examined in detail. The determinants of public support
become much more important and interesting if it can be
established that the president values high levels of
support enough to manipulate events to secure it.
Furthermore, whether the president can manage popular
support is an important question only if it can be
established that there is an incentive for him to do so.

There is evidence suggesting that public support is a
valuable resource that affects the president’s decision-
making process (e.g., Ostrom and Job, 1986; Rohde and
Simon, 1985; Rivers and Rose, 1985; Ragsdale, 1984). The
reason that the president should monitor public support
levels can be found by examining this process. While the
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decision-making process of the president will not be
completely modeled, it is argued here that the president
can be characterized as a cognitive-cybernetic decision
maker, and that the level of public support is one of the
essential variables monitored by the president, along with
several domestic and foreign political wvariables.

Evidence that the president does monitor public
support levels is abundant in the literature (e.g.,
Lammers, 1981; Ragsdale, 1984; Ostrom and Job, 1986). The
president monitors public support levels because high
levels can be an important and valuable resource when it
is time for the president to take action. Since high
levels can be an asset, or low levels an encumbrance,
public support indicators should clearly be part of the

essential variable set monitored by the president.

THE PRESIDENT AS A DECISION MAKER

The Environment

Before discussing competing theories of decision
making, one must examine the environment in which the
president’s decision-making process operates. The main
characteristic of the president’s environment is
complexity. According to Steinbruner (1974, pp. 15-16),

"the critical dimensions of complexity
provide the focal points of disagreement

between the separate paradigms of the
decision process. Rational, cybernetic, and
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cognitive analysis diverge most sharply, it
turns out, when analyzing decisions under
complexity."”
The way the president handles the complexity of the
environment is critical in determining the type of
decision maker he is.

Steinbruner defines a complex decision problem as one
which meets the following conditions:

1) More than one set of values is affected by the
decision and there is a trade-off relationship between the
values. That is, a decision which benefits one set of
values necessarily creates losses for the other(s).

2) There is structural uncertainty about the way the
world operates. This means that the correspondence between
available information and the environment is less than
perfect. That is, not only is the environment uncertain in
the sense that several different outcomes can result from
actions, but also, that it is uncertain whether all the
possible outcomes can be enumerated or their probabilities
of occurrence estimated.

3) The power to make decisions is not unilateral. A
number of different actors may be involved in a decision.
This can increase complexity because the different actors
will presumably hold different values and understand a
particular problem in different terms.

Clearly, the presidential decision-making process is

dominated by decision problems that meet these criteria,
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particularly in the area of macroeconomic policy. Examples
of each of these conditions are abundant.

Most decisions the president must make reflect the
choice between two or more conflicting sets of wvalues. In
the foreign policy arena, the decision to make diplomatic
overtures to a country with which we do not have relations
reflects a trade-off among several values, such as the
desire to open new trade routes, the desire to avoid a
recurrence of events that led to the severance of past
ties (if they previously existed), and the desire to avoid
angering current allies that may be against this move, to
name a few.

On the domestic front an example exists that is more
relevant to this analysis. It was well known that
President Nixon was strongly opposed to the use of wage
and price controls, yet in 1971 he instituted them anyway.
This may have represented a case of Steinbruner’s first
condition. Although President Nixon did not feel that the
wage and price controls were an appropriate response to
rein in the upward-spiraling inflation rate, he may have
realized that the economic situation required some strong,
highly visible action from a political perspective. In
other words, there was a trade-off between what the
President deemed to be effective policy and the
politically perceived need for action.

There are also many cases of what Steinbruner refers

to as "output trade-offs". The most obvious example
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relevant to this analysis is the hypothesized inverse
relationship between unemployment and inflation made
popular by the notion of the Phillips curve, or more
appropriately, the "Fisher" curve.

With respect to the management of public approval,
many decisions the president makes may involve a value
trade-off. If approval is a valuable resource the
president desires to increase or maintain, wvalue conflict
may exist in the case where the president’s desired
response to an event or condition may be one that is
politically unpopular. The macroeconomic policy arena can
provide many instances of this. Whether certain
macroeconomic policy responses during the Nixon
administration were undertaken for "good" policy reasons
(and surges in popularity in the long run, if effective),
or for the creation of short-run surges in popularity,
will be examined in greater detail in a later part of this
analysis.

There is no question that there is structural
uncertainty involved in the president’s decision-making
process. Not only is there imperfect information about the
set of possible outcomes (and the probabilities of their
occurrence) resulting from a given policy, but also what
impact these outcomes will have on popular support for the
president, both in the aggregate and variably among

interested population groups.
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Steinbruner’s third condition is just as clearly met.
Even if there was complete certainty on how the public
would react to a given policy, the president may not be
able to get that policy enacted due to the fact that most
policy decisions are non-unilateral. In the realm of
economic policy alone, power to make decisions is shared
with (or controlled by) Congress as a whole, various
Congressional committees and sub-committees, the Federal
Reserve Board, and several other independent regulatory
agencies.

As asserted by Steinbruner (p. 18), "most critical
issues of government policy are complex in the sense
described"” and the president’s decision-making process can
then be examined in light of this environmental
complexity. There are many competing paradigms which could
be examined, but one that is particularly useful in
describing the president as a decision maker with respect
to approval management in a complex environment is a
synthesis of the cognitive and cybernetic decision-making

paradigms detailed by Steinbruner (1974).

Cybernetic Theory

The structure of the environment is very important to
cybernetic models of choice and the assumptions are
reasonably non-restrictive in the face of a complex

decision problem. Cybernetic theories are "based on a
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logical structure with a completely different focus than
that of the analytic paradigm, and the central assumptions
of that structure do provide apparent substitutes for
analytic assumptions" (Steinbruner, p. 48). These theories
do a good job of explaining adaptive behavior while not
requiring assumptions of an extremely complex decision-
making mechanism.
First of all, cybernetic models do not assume even
limited value integration or imply some sort of
simultaneous consideration of separate values as more
restrictive models do (e.g., Simon,1957). Indeed, the
cybernetic paradigm does not deal with values much at all,
but instead, with uncertainty and how to process
information.
The work of Ashby (1952) parallels the cybernetic
paradigm’s limited treatment of values quite closely.
According to Ashby, a decision maker "monitors a small set
of ’critical variables’ and his values consist in keeping
these variables within tolerable ranges" (Steinbruner, p.
63) . Likewise, Steinbruner (p. 65) states that
" (t)he cybernetic decision criterion
is....not that which represents maximum
value or a convenient approximation. Rather
the essential criterion is simply survival
as directly reflected in the internal state
of the decision-making mechanism".

In short, a cybernetic decision maker has minimal

preservative values, with, at best, a loosely-structured

preference ordering among alternative outcomes.
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Other aspects of the cybernetic paradigm are also
useful for describing the president’s decision-making
process. With respect to choice among competing
alternatives, individuals satisfice. They look for
alternatives that are acceptable, not necessarily optimal,
and when an acceptable alternative is found, they stop
searching. Direct outcome calculations are avoided, and
the possibility of alternative outcomes are rarely
considered.

Perception is not passive, but active. Accurate,
complete information is not assumed. All variables are not
monitored, only those deemed to be essential, or
"critical". Decisions are focused on a manageable number
of important variables for which there is information
feedback.

In the spirit of avoiding direct outcome calculations,
the cybernetic learning process does not involve changing
outcome calculations, or the "blueprint" of the
environment, in response to new relevant information.
Instead, new relevant information comes to the attention
of the decision maker only to the extent that one or more
of the critical variables has reached an intolerable
range, and the response to this is to simply change the
behavior, or decision-making repetoire, until "order" is
once again restored. In other words, learning is
instrumental in cybernetic models and tends to be a slow

and sporadically-occurring process. Motivation for change
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comes directly from the environment. Changes are not made
because of explicit, conscious calculations about changes
in the environment and how they should affect the
decision-making process, but instead are simple reactians
to something in the environment that is unacceptably out
of sync.

In sum, cybernetic theory is based on a decision-
making process that attempts to control the inherent
uncertainty in the environment by "means of highly focused
attention and highly programmed response" (Steinbruner,
p.87). An example of a simple cybernetic mechanism might
be an ordinary thermostat or other servomechanism that
monitors certain aspects of the environment and reacts
only when certain critical levels are surpassed. The
process used by such a mechanism relies heavily on a
structured feedback loop and avoids preference orderings,
calculations of alternatives and outcomes, and any
optimizing process by which to make choices.

The cybernetic paradigm is reasonable for explaining
decision making in a complex environment, but it is not
without its problems. The adaptive outcomes that can be
produced by cybernetic decision mechanisms "depend upon
decomposition of the environment into subsystems which are
stable over time" in critical dimensions (Steinbruner,
p.88). A complex problem, as defined above, indicates that
it is unlikely to have conditions of stable

decomposability in the president’s policy-making
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environment. Interactions between critical dimensions in
the environment undermine the possibility of stable
decomposability, and many foreign and domestic policy
concerns are characterized by a high level of such
interaction.

Not only does the cybernetic paradigm suggest "the
success of....decision makers depends on a highly
structured, appropriately arranged environment” but it
also projects "a view of the human mind which does not
account for one of its most critical faculties--the
ability to make inductive inferences on its own
initiative" (Steinbruner, p. 13-14). For these reasons,
cybernetic theory should be supplemented with an explicit

accounting of the cognitive operations of the human mind.

Cognitive Theory

Like the cybernetic paradigm, cognitive theory
attempts to compensate for the cognitive limits on
rationality, but it differs from the cybernetic view with
respect to the way structure is imposed on an uncertain
environment. Basically, cognitive theorists argue the
following: there are regularities in the cognitive
operation of the mind; the full human mental apparatus is
involved in the most simple of activities; and most of
what happens in the mind is not accessible to human

perception. As Steinbruner suggests (p. 92),
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"A great deal of information processing is

conducted apparently prior to and certainly

independently of conscious direction and

that in this activity the mind routinely

performs logical operations of considerable

power".
This implies that the mind is indeed capable of dealing
with a great deal of complexity, Jjust not in a conscious
manner.

For the purpose of this discussion, the notion of
regularities in the cognitive operation of the mind is
most important, and indeed, the other two propositions
basically support the first. Also, note that these
regularities are not found so much in the content of what
is processed by the mind as in the structure of beliefs.
Specifically, these regularities are operative "with the
way in which the relationships between beliefs are
organized and with the manner in which information is
processed in reference to existing beliefs" (Steinbruner,
p.95).

Steinbruner suggests that while not all these
regularities are known, there are a few which are
consensual among cognitive theorists and which are also
helpful in explaining the structure of decisions under
complexity. The principles upon which these regularities
are based can be referred to as inferential memory,

consistency, reality, simplicity and stability, and each

will be briefly discussed in turn.
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Inferential memory basically refers to the way in
which we recall or remember things. Various components of
memory are related both in a hierarchical (we remember
general concepts or events before we recall details) and
lateral (we can enhance memory by association "tricks")
fashion. " (T)he mental process of drawing inferences is
affected by these relationships once they are established”
(p. 96).

Consistency is a self-explanatory concept which simply
suggests that the mind keeps things internally consistent,
such as hierarchical and lateral belief relationships, and
this constrains the organization of existing memory and
any new information that is processed.

The reality principle is also fairly self-explanatory
and simply asserts that any stable, important
characteristics of the environment that may exist will be
perceived as such in the mind.

The remaining two principles are those of economy.
Given the constraints imposed by the first three
principles upon the cognitive decision maker, these are
clearly necessary. The simplicity principle implies that
the stucture of beliefs is kept as simple as possible, and
the principle of stability implies that there is a
resistance to change in the core structure of beliefs,
once established.

Having been stated, these five general principles

"provide enough basis for the discussion ¢f how the human
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mind....handles the complex decision problem”
(Steinbruner, p.103). Specifically, with this background
information, the cognitive paradigm can be discussed as it
relates to various components of the cybernetic paradigm
which have been touched on.

When a decision must be made in the face of complexity
as described above, there are several differences between
the cognitive and cybernetic paradigms.

Instead of paying minimal attention to values or
ignoring them altogether, cognitive theory suggests value
separation. Cognitive theorists’ research has suggested
that value integration may in fact take place, but not as
a response to a conscious attempt to do so. Furthermore,
it tends not to occur at all under conditions of high
uncertainty, which is precisely what is of interest here.
The reason for this is that value trade-offs violate the
principle of consistency.

Logically following from this is the notion that the
condition of uncertainty will in effect greatly weaken the
reality constraint. This enables the decision maker to
ignore the fact that two or more values are in conflict
and therefore to "assume that they are pursuing the
separate values simultaneously and independently”
(Steinbruner, p. 106). Values will be pursued separately
as if not at all related to one another within the context
of a problem. This allows the co-existence of conflicting

ideas or wvalues.
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Instead of structure being imposed on uncertainty by
the environment, as in the cybernetic models, the
cognitive view posits that structure is imposed by
categorical inferences.

Both the cybernetic and cognitive views focus on the
management of uncertainty as the central problem of
decision, but the process by which each deals with it is
quite different in a non-decomposable, poorly-structured
environment. In this state, cognitive theory suggests
three ways that uncertainty is resolved.

The first is reinforcement and the weight of existing
information in the memory. This is related to the
consistency principle and the weakening of the reality
principle.

The second is inconsistency management, which can be
accomplished in at least one of four manners: 1) by
drawing analogies from simpler situations; 2) by wishful
thinking such as looking at the disturbing information as
simply a one-time aberration in the long-term trend; 3) by
the use of impossibility arguments such as using one
negative instance to reinforce one’s beliefs in the face
of overwhelming evidence; 4) by using negative images,
such as the postulation of one negative outcome as the
result of a course of action required by some aspect of
the environment not consistent with one’s belief

structure.
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The third way to resolve uncertainty suggested by the
cognitive paradigm is to seek corroborative opinions by
one’s peers that reinforce one’s belief structure.

Comparing the resolution of uncertainty under the
cognitive paradigm to this process under the cybernetic
paradigm leads to a couple of observations. First,
according to Steinbruner (p. 123), under the condition of
complexity

"the mind..... does not match the uncertain

structure in which events might take a

number of alternative courses. Rather it

%mposes an image and works to preserve that

image".
Cognitive theory does not assume enumeration or evaluation
of all alternatives or even of a few. Instead, a single
alternative is projected in a given situation and the mind
works to preserve that image by manipulating evidence
which might support other alternative outcomes.

Also, as in the cybernetic paradigm, the assumption of
sensitivity to pertinent information must be qualified,
but in a different manner. Steibruner suggests
"(p)ertinent information may enter the decision process or
it may be screened out, depending on how it relates to the
existing pattern of belief" (p. 123). In short, the role
of the environment is diluted a great deal in dealing with
uncertainty in the cognitive paradigm. In highly
structured, decomposable situations the resolution of

uncertainty is very similar for both the cybernetic and

cognitive paradigms, but in the face of complexity, the
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cognitive paradigm’s mechanisms of uncertainty resolution
are needed to supplement the cybernetic view.

Finally, learning is not instrumental, but somewhat
more sophisticated. Steinbruner refers to this as
constrained learning.

"New information and new decision problems

are fit into already established conceptual

structures without causing any general

adjustment of the structure” (p. 137).
The conceptualization of the cognitive paradigm discussed
above does not imply anything as sophisticated as an
analytic paradigm’s systematic notion of causal learning,
yet is clearly more developed than the cybernetic notion
of instrumental learning.

The idea of constrained learning is closely tied to
the principles of stability and consistency, and not
suprisingly, learning can be slow. As opposed to
instrumental learning, a constrained learning process does
indeed develop a partial blueprint of the environment, but
the blueprint is very general and does not evolve in a

lateral fashion.

Conclusion

The cybernetic view of the decision-making process has
its weak points when taken in isolation, but supplementing
it with cognitive theory provides an accurate general

description of the presidential decision-making process.
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The cybernetic paradigm has some appealing qualities, but
suffers from a flawed mental picture and is too divorced
from the realities of a complex decision-making
environment. This view may be more appropriate for some
types of organizations, but not all, nor for individuals
with the responsibilty of the president.

Although the cognitive paradigm, which is essentially
the cybernetic paradigm modified by cognitive theory,
pictures a decision-making process which may be slow to
react and possibly susceptible to sudden catastrophic
occurrences, it is quite useful. " (T)he cybernetic
paradigm needs to be supplemented with cognitive theory
when complex policy problems are under analysis"
(Steinbruner, p. 139). The earlier characterization of the
president as a cognitive-cybernetic decision maker refers
specifically to the cognitive paradigm.

Further evidence supporting this characterization of
the president’s decision-making process can be found by
changing the level of analysis from individual to
organizational decision making. Based on the
characteristics of the cognitive paradigm and different
organizational situations with respect to the decision-
making environment, Steinbruner discusses three different
modes of thinking which represent "a different resolution
of the conflicting principles of cognitive processing and
each of which seems clearly associated with a certain kind

of organizational situation" (p. 125).
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One of these modes of thinking is called grooved
thinking, in which decisions are programmed and structured
around a small number of pertinent variables, and which
"characteristically occurs in organizations which are well
established in the sense that they have been in existence
for some period of time and have been conceded competence
over a certain range of tasks" (Steinbruner, p. 126). This
pattern is quite similar to the cybernetic view because
the environment for these organizations is nearly
decomposable.

Another mode can be referred to as theoretical
thinking, which is characterized by a highly deductive
belief system, and which generally occurs in an
organizational context that allows enough time for such
patterns to become manifest, such as an organization whose
responsibilities are closely related to the background and
training of the individuals in it. This is similar to the
analytic view because of a very structured, stable
environment.

The final mode of thinking can be referred to as
uncommitted thinking, and it is the most relevant to this
analysis. Uncommitted thinking "appears in response to the
problems of decisions at high levels in an organizational
hierarchy" (Steinbruner, p. 128). Since the decision maker
is at, or near, the top of an organization, he is subject
to a vast amount of abstracted and aggregated information

arriving from a number of different information channels
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and the range and scope of the problems to be dealt with
do not allow the luxury of grooved thinking; Furthermore,
since many of these officials come to their jobs by
political processes, they are often unfamiliar with the
organization and its responsibilities. "As a consequence,
their beliefs are not stabilized by the weight of past
experience" (Steinbruner, p. 129). That is, the
environment is not conducive to theoretical thinking.

A couple of important features arise from this pattern
of thinking. According to Steinbruner, the uncommitted
thinker will adopt generalized concepts from larger
theoretical belief structures, <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>