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DATE: May 10, 2006 
  

TO:  IFAC BOARD 

FROM: CAROLYN STEVENS 
 SENIOR TECHNICAL MANAGER, REGULATION AND PUBLIC 

POLICY 

SUBJECT: ACCOUNTING FOR THE PUBLIC INTEREST 
______________________________________________________________________________ 

Section 1 Introduction 
1.1 IFAC’s mission states: “To serve the public interest, IFAC will continue to 

strengthen the worldwide accountancy profession and contribute to the 
development of strong international economies by establishing and promoting 
adherence to high-quality professional standards, furthering the international 
convergence of such standards and speaking out on public interest issues where 
the profession's expertise is most relevant.” 

1.2 This mission is then carried through all the work that IFAC does; for example it 
appears in the title and terms of reference for our public interest activity 
committees and generally in speeches where we often make comments about 
IFAC’s work being in the public interest.  These statements raise two questions; 
what is the public interest and how can IFAC effectively demonstrate that its 
actions are in the public interest?   

1.3 This paper provides background on the concept of the public interest and 
discusses how IFAC as an international, private sector organization can 
effectively demonstrate that it is fulfilling its stated intention to act in the public 
interest. 

What is the Public Interest? 

1.4 The public interest is a concept which can be used to judge whether an action 
should be pursued.  It is based on the idea that there exists a community of people 
and within this community certain things are held in common, for example, 
culture, property, or law, such that an action can be judged as to whether it 
advances the interests of that community.   It is important to notice that this 
description is vague.  Once an examination is started of the meaning of public 
interest fundamental and difficult questions arise such as; what is the community? 
How can we know that a community holds some things in common such that the 
community as a whole can have a single interest? If a community can have a 
single interest how can that interest be advanced to the benefit of the community 
or will there be winners or losers?   
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1.5 Looking at these fundamental questions, it is no surprise that there is no accepted 
definition of the public interest. There are, however, a number of theories (which 
are described in the Annex) which offer different ways of considering what the 
public interest is and how a particular action can be determined to be in the public 
interest. 

Section 2 Insights from Public Interest Theories 
2.1 The theoretical approaches to the public interest do not give a definitive answer as 

to what the public interest is, nor do they offer a consistent, simple message as to 
how the public interest can be determined.  The diversity of approaches instead 
indicates that answering the simple question; “Who are the public and what is 
their interest?” is not easy. However, the approaches do give some insights as to 
the nature of the public interest and how the public interest can be assessed. 

2.2 It is apparent that the public interest is not fixed, that it will vary both over time 
and issue by issue and that it is difficult to determine what the public interest is.  
This means that there is never likely to be universal agreement that any particular 
action is in the public interest, regardless of who is proposing the action.  Both of 
these issues are pertinent for IFAC.  They indicate on ongoing need to establish 
the public interest both for IFAC as a whole and issue by issue.  The likely lack of 
agreement indicates a need to be open and transparent in our analytical and 
decision making processes. 

2.3 Whether a particular action is, or is not, in the public interest will depend on how 
you view the world and your tolerance for risk.    In most circumstances when the 
public interest is being discussed, the discussion is about the impact of possible 
actions on the future or about an actual outcome compared to a hypothetical 
outcome.  To act in the public interest it is important to recognize that the analysis 
incorporates theories and assumptions of how the world actually works and, while 
this is necessary, where possible these theories and assumptions need to be tested 
against real world information.   

2.4 Risk tolerance refers to the extent to which we are prepared to act and have an 
outcome that turns out not to be in the public interest.  This influences the 
consideration of different options against each other.  For example, an option that 
is more certain of delivering the expected benefits, may be chosen over another 
option that is less costly but where the certainty of delivering the expected 
benefits is lower, if the decision maker has a low tolerance for risk. 

2.5 Taking all these issues into account these various approaches to the public interest 
suggest that to determine whether a particular action is or is not in the public 
interest it is necessary to: 

• Define what is meant by the common good and how proposed actions will 
improve that common good; 
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• Consult with the public and find out their views on proposed actions and 
in some way try to determine the interests of those who are in the public 
but are not able to express their views; 

• Analyze in an objective and even handed way the likely impact of 
proposed actions on individuals, groups and society before they are 
undertaken.  From this analysis it should be apparent who is likely to 
better or worse off and the extent of these impacts; 

• Use the results of consultation and analysis and undertake a cost-benefit 
analysis of proposed actions compared to each other and the status quo, 
and evaluate this analysis in light of our definition of the public interest, to 
determine which action(s) will improve the common good;  

• Choose that action that will give the most benefit at the least cost; and 

• Communicate views to the public, making sure that the language used 
enables as much as possible, consistency of meaning between the speaker 
and the audience. 

Section 3 A Public Sector Approach to Determining the Public 
Interest 

3.1 Within a democratic system, there is an expectation that government should act in 
the public good. Governments legislate on issues like food safety, environmental 
protection and labor laws with the objective of improving the common good; to 
make society a better place for those that live in it.  Particularly in recent years, 
with the recognition that economic inefficiency can be generated by regulatory 
failure as well as market failure, there has been recognition that regulations do not 
always achieve their intended outcomes or may have unexpected consequences.    
As well, many of those who need to comply with government regulation have 
been vocal in expressing their views that some regulations impose compliance 
costs that are out of proportion with the benefits from regulation.  This regulatory 
failure has challenged the presumption that governments always act in the public 
interest. 

3.2 The concept of whether an organization can be presumed to act in the public 
interest is also relevant to IFAC.  IFAC is a private sector organization; therefore 
a first presumption is likely to be that we act in the private interests of our 
members (not withstanding our actions, mission statement and other statements to 
the contrary).  None of the theoretical or practical approaches to the public 
interest suggest that only certain organizations or people are capable of being 
concerned for the public interest; there is no reason why a private sector 
organization cannot act in the public interest.  However, because of the 
presumption, IFAC will have to demonstrate more clearly that it is acting in the 
public interest if it is to gain and maintain a reputation for acting in the public 
interest. 
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3.3 Governments have been attempting to address regulatory failure by improving the 
systems through which legislation and regulation are developed and by carrying 
out ex-post evaluations once legislation and regulation have been implemented to 
see if the actual results and the expected results are consistent.   In this way 
governments are attempting to improve their ability to deliver efficient and 
equitable outcomes that are in the public interest.   

3.4 The work of governments in this area has resulted in the formulation of principles 
for good regulation and in the development of mechanisms to try to ensure the 
principles are being met by governments. 

3.5 In 2005 the OECD published “OECD Guiding Principles for Regulatory Quality 
and Performance”.  This report described seven principles governments should 
follow to develop and implement high quality regulation. These principles are: 
i. “Adopt at the political level broad programs of regulatory reform that 

establish clear objectives and frameworks for implementation. 
ii. Assess impacts and review regulations systematically to ensure that they 

meet their intended objectives efficiently and effectively in a changing and 
complex economic and social environment. 

iii. Ensure that regulations, regulatory institutions charged with 
implementation, and regulatory processes are transparent and non-
discriminatory.  

iv. Review and strengthen where necessary the scope, effectiveness and 
enforcement of competition policy. 

v. Design economic regulations in all sectors to stimulate competition and 
efficiency and eliminate them except where clear evidence demonstrates 
that they are the best way to serve broad public interests. 

vi. Eliminate unnecessary regulatory barriers to trade and investment 
through continued liberalization and enhance the consideration and better 
integration of market openness throughout the regulatory process, thus 
strengthening economic efficiency and competitiveness. 

vii. Identify important linkages with other policy objectives and develop 
policies to achieve those objectives in ways that support reform.”1 

3.6 In the UK, the Better Regulation Task Force (BRTF) has established five 
principles of good regulation. These principles state that regulation should be: 

1. “Proportionate: Regulators should only intervene when necessary. 
Remedies should be appropriate to the risk posed, and costs identified and 
minimised.  

2. Accountable: Regulators must be able to justify decisions, and be subject 
to public scrutiny.  

                                                 
1 “OECD Guiding Principles for Regulatory Quality and Performance”, OECD 2005 
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3. Consistent: Government rules and standards must be joined up and 
implemented fairly.  

4. Transparent: Regulators should be open, and keep regulations simple and 
user friendly.  

5. Targeted: Regulation should be focused on the problem, and minimise 
side effects.”2 

3.7 In addition the BRTF also recommends that government consider whether 
government intervention through regulation is necessary or whether non-
regulatory policies such as information, education, and self-regulation might solve 
the problem. 

3.8 The OECD principles focus on the whole of government, while the BRTF 
principles are focused on the civil service; specifically those employees of the 
government who are responsible for developing regulatory inventions.  The BRTF 
principles are a subset of the OECD principles in that they offer guidelines for 
developing regulations that will meet the OECD criteria. 

3.9 Taken together and looked at in terms of the public interest, these principles 
highlight that there is a need to consider regulation within the economic and 
social context in which it is being developed.  An appreciation of this needs to be 
developed, in particular through consultation and also by considering the impact 
of regulation on those to be regulated rather than from the point of view of the 
regulator.  Rigorous analysis of regulations is also necessary to determine their 
costs, benefits and their impacts on society as a whole.  It is not sufficient to carry 
out this analysis only at the design stage. The analysis also needs to be done 
during implementation. After a regulation has been in place for some period of 
time it should be re-analyzed to see if it is still necessary and appropriate. 

3.10 The OECD principles in particular highlight the need to have clear objectives, and 
both sets of principles place an emphasis on transparency and non-discrimination. 

3.11 These principles are broadly consistent with the insights from the theories of the 
public interest.  The principles are useful because they provide guidance as to how 
the insights can be applied in practice. 

3.12 One method that has become increasingly popular amongst governments that are 
trying to improve the quality of regulation is “Regulatory Impact Analysis” 
(RIA).  RIA tries to document a best practice approach to the design and 
implementation of regulations and by doing so ensure that regulations are of high 
quality and are in the public interest.  It is a tool which is used to assess in a 
systematic and consistent way the costs and benefits of proposed and existing 
regulations.  

                                                 
2 Source: UK Better Regulation Commission at: http://www.brc.gov.uk/publications/principlesentry.asp 
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3.13 RIA is used by a large number of countries including, the Netherlands, Czech 
Republic, France, Mexico, Korea, Australia, USA, Ireland and Great Britain.  It is 
also used by the European Commission. The situations in which a RIA is required 
and the type of analysis involved differs from country to country; however they 
all include some from of impact analysis such as cost-benefit analysis, and the 
RIA often includes a requirement for the likely effects on competition and market 
openness to be considered also. 

3.14 A key issue for cost-benefit analysis in RIA is the extent to which it is possible to 
quantify benefits and costs; different countries have different requirements and 
this seems to be based on their assessment of how difficult it is to quantify the 
benefits and costs of regulations (especially proposed regulations) in a meaningful 
way.  The OECD expects that governments will continue to use and refine their 
use of RIA as it is seen as a useful method to improve the quality of both 
proposed and existing regulation. 

3.15 The UK RIA provides a useful model to illustrate typical requirements found in 
RIAs as it is intended to be applicable to the whole range of potential government 
legislation and regulation.  The UK RIA requires a government department to 
produce a report that meets the requirements of the list below.  The RIA must 
include: 

1. “Title of proposal 
Full title including any document reference, e.g. that of the EC directive.  

2. Purpose and intended effect  

a. Objectives: Say clearly what the proposal intends to achieve and in 
what timescale.  

b. Background: Outline the existing situation and whether there is 
currently a framework in place addressing the issue.  

c. Rationale for government intervention: Describe the impact on the 
current situation if there is no government intervention. This is the 
‘do nothing’ option.  

3. Consultation  

a. Within government 
List the government agencies and departments that you have 
consulted.  

b. Public consultation 
Record the consultation’s results and the impact on the decision 
being taken.  

4. Options 
Identify all the options and the potential of each to achieve the objective. 
The ‘do nothing’ option should be included, not only because the 
implications of not acting should be clear but also because it acts as a 
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baseline for the other options. Flag up any risks associated with each 
option, the likelihood of these risks occurring and ways that these risks 
could be mitigated. Outline implementation and delivery plans for each 
option.  

5. Costs and benefits  

a. Sectors and groups affected 
List the sectors and groups most likely to be affected by the 
proposal. These may be groups of individuals, charities, or public or 
private sector organizations. Consider those groups who may have a 
disproportionate impact on them. It may be often be difficult to 
predict accurately the exact costs and benefits. You should consider 
presenting a range and stating whether this represents extreme 
values or the most likely range of outcomes.  

b. Benefits 
It is just as important to identify and quantify the benefits of the 
policy as well the costs. You can identify the benefits by thinking 
about the aim of the proposal and the risks being addressed.  

c. Costs 
The analysis should reflect the split between policy and 
administrative costs. Identify the costs by thinking about the aim of 
the proposal and what you will be requiring firms and consumers or 
the public sector to do.  

6. Small Firms Impact Test 
Consider the impacts of each option on small firms and record the details of 
the Small Firms Impact Test. Make sure you speak to the Small Business 
Service.  

7. Competition assessment 
Provide an assessment of the competition impacts for each option. Speak to 
the Office of Fair Trading for advice.  

8. Enforcement, sanctions and monitoring 
How will the proposal be enforced? Who will enforce it? What will the 
sanctions be? How will you monitor whether your policy meets the original 
objective?  

9. Implementation and delivery plan 
Include as an annex to the RIA a robust plan of how the change in policy 
will be brought about, who is responsible for what and when will it happen.  

10. Post-implementation review 
How and when will you measure the effectiveness of the policy proposal? 
Major new regulations will have to be reviewed within three years of 
coming into force.  
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11. Summary and recommendation 
Which option is being recommended and why? Refer to analysis of the costs 
and benefits in reaching the decision. Summarize in a table the information 
gathered for each option.  

12. Declaration and publication 
The minister must declare that 'I have read the Regulatory Impact 
Assessment and I am satisfied that the benefits justify the costs.' 
Provide a contact point for enquiries and comments. This should consist of a 
name, address, telephone number and email address..”3 

3.16 This example from the UK illustrates that RIAs provide a useful, comprehensive 
mechanism for governments to evaluate whether proposed regulations are in the 
public interest.  However, RIAs are a tool, not a solution; they do not directly 
determine whether a particular proposal is in the public interest. Within a 
government, RIAs are prepared by civil servants to assist politicians to come to a 
decision.  This is because the decision of whether a particular action is in the 
public interest is ultimately a decision for government Ministers and Parliament. 
RIAs may recommend a particular option, based on certain criteria but these 
criteria may or may not by the Government’s criteria.  In a democracy, Parliament 
and Ministers as representatives of the citizens are the arbiters of the public 
interest.  In cases where Parliaments or Ministers act in a way that is contrary to 
the public interest, the democratic process provides mechanisms to correct these 
decisions, such as general elections and judicial review. 

3.17 The preparer of a RIA needs to have sufficient skill to know what information is 
needed to reach a good quality answer to a particular problem and then how to 
evaluate the information effectively and efficiently. 

3.18 As can be costly to generate because of the large amount of information required. 
However, while RIAs are costly, generally they save money because regulations 
that are implemented are more thought out and better costed.  Most governments 
require that public consultation take place on proposed legislation and regulations.  
RIAs can be a useful tool to guide the consultation process if they are released as 
part of the consultation process as they help to gather public comments on all 
aspects of proposed legislation or regulations.   

3.19 The most difficult part in developing a RIA is assessing the costs and benefits.  
Costs and benefits can be difficult and expensive and in some cases impossible to 
quantify.  Recognizing this issue, many countries do not adopt rigorous cost-
benefit analysis, but take a flexible approach.  This can involve, for example, 
identifying and discussing costs and benefits without attempting to quantify them.  
Providing that the range of costs and benefits discussed is sufficiently wide, and 
to the extent possible, based on empirical knowledge this can be a useful and 

                                                 
3 Source: UK Cabinet Office, Better Regulation Executive at: 
http://www.cabinetoffice.gov.uk/regulation/ria/ria_guidance/ria_checklist.asp 
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valuable approach providing the analysis is objective and impartial.  However, the 
results of a qualitative approach will be more open to debate.  This can cause 
difficulties at the political level if the costs of a proposed piece of legislation or 
regulation are visible, for example the costs fall clearly on one sector of society 
while the benefits are less apparent as they are widely dispersed throughout 
society.   

3.20 Ideally, a cost-benefit analysis that is based on qualitative information would be 
revised if suitable empirical information became available and the regulations 
amended as necessary taking into account this new information.  However, except 
in extreme cases of regulatory failure this rarely happens.  The empirical 
information may be subject to debate, but more often, systems and processes have 
been developed around the existing regulations and change is expensive.  One of 
the aims of many government programs to improve regulatory quality is to 
improve the ability of government to respond and adapt to new information and 
its willingness to change to meet new circumstances. 

3.21 It is also important that RIAs do not become form-filling exercises.  To counter 
this there needs to be an outside or independent evaluation of the RIA from a 
person or organization separate from that which is developing the proposal 
referred to in the RIA. Within governments this is done by either establishing a 
separate government agency or a part of an existing government agency to be 
responsible for evaluating RIAs.  

Section 4 IFAC Reforms 
4.1 The IFAC reforms aim to strengthen the accountability of the international 

profession and build investor confidence. The key aspects of the reforms from a 
public interest perspective have been: 

• The establishment of the Public Interest Oversight Board (PIOB) to 
oversee the composition, terms of reference and due process of the Public 
Interest Activity Committees (PIACs) 

• Strengthening the standards setting process of the PIACS, by increasing 
transparency and improving the due process by which standards are set 

• The establishment of Consultative Advisory Groups (CAGs) in the areas of 
education and ethics to increase public input into the standards setting 
process 

• Increasing the number of public members on the PIACs and providing for 
PIOB approval of nominees to PIACS 

• Requiring the IFAC President, Deputy President, and members of its Board 
and PIACS to sign a declaration that they will act with integrity and serve 
in the public interest. 

4.2 In addition to these reforms, as part of its work the PIOB in 2005, approved a 
common due process for all the PIACs. Under this due process, for each 
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international pronouncement, the PIAC issues a separate document explaining its 
basis of conclusions regarding the comments received on an exposure draft.  

4.3 These reforms have demonstrated that IFAC is seeking to act in the public 
interest, by increasing transparency, public consultation and establishing a system 
of public interest oversight. 

Section 5 A Public Interest Framework for IFAC 
5.1 By combining the insights from the public interest theories, the work of the 

OECD and the UK on regulatory quality and the outcomes of the IFAC reforms a 
framework can be developed for how IFAC could demonstrate that its actions are 
in the public interest as follows: 

1. Define Public Interest 

• State as clearly as possible our objectives and why fulfilling these 
objectives is of benefit to the public. 

2. Identify options that assist in meeting the objectives, including a “do 
nothing option”.  

• In developing options ensure that they are proportionate, consistent and 
targeted. 

3. Undertake Public Consultation and Analysis 

• Consult with the public on the options on as wide a basis as possible to 
determine the public’s views  

• Undertake an analysis of the interests of those who for one reason or 
another are not able to be consulted with. 

4. Assess Impacts 

• Undertake cost-benefit analysis and compare options to the status quo. 

• Choose that option which is expected to have the largest net benefit 

• Identify linkages between different areas of work and act consistently to 
achieve our objectives. 

5. Evaluate and Review 

• Undertake evaluations and review existing standards and policies to 
determine if they are still necessary and are achieving their objectives at 
least cost.  Implement changes as necessary. 

6. Public Interest Assessment 

• Develop a Public Interest Assessment Document, similar to a RIA that 
outlines why a particular action is in the public interest. 

• Publish this document as part of the consultation process and again once a 
particular action has been decided upon. 
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7. Boards and Committee Membership and Due Process 

• Document and publicize the criteria for membership of IFAC Boards and 
Committees and the requirement for members to act with integrity and in 
the public interest. 

• Ensure that membership of IFAC Boards and Committees assists IFAC to 
fulfill its objectives and act in the public interest. 

• Ensure that the due process of Boards and Committees results in them 
being both transparent and accountable to the public 

5.2 In general, IFAC currently fulfills many of the elements of this framework.   

5.3 IFAC has a mission which clearly states that it will act in the public interest.  This 
mission is carried consistently throughout the organization and Committees and 
Boards in their individual objectives.  As well, through speeches, the public 
interest is clearly defined as having high quality financial information which 
investors and others can use to make decisions and a consistent link is drawn 
between the public interest in this issue and the work of IFAC.  

5.4 IFAC operates in a transparent and open manner. The work programs of the 
PIACs are very transparent, in comparison with other international standards 
setters.  A wide range of information is available for each PIAC, such as their 
terms of reference, objectives, membership and current projects as well as 
completed standards and other pieces of work and members of the public are able 
to attend meetings as observers.  Public consultation is undertaken through the 
holding of public forums, exposing draft standards for public comments, and the 
issuing of consultation papers.  The International Public Sector Accounting 
Standards Board operates in a similar manner to the PIACs and the other IFAC 
Committees also undertake public consultation where it is appropriate.  

5.5 The nominations process for appointments to Boards and Committees is also 
transparent.  This is important from a public interest viewpoint, because the 
ability of Boards and Committees to fulfill their mandates and to act in the public 
interest is dependent on their membership.  

5.6 However, there are some areas of the framework which IFAC either currently 
does not address or where there is room for improvement.  One area where further 
work needs to be done is in analyzing from whom comments are received and 
whether over time this represents a suitably broad spectrum of the public.  If 
comments are being received from the same groups all the time this may indicate 
a need to identify and implement strategies to try to obtain a wider range of public 
opinion from public consultation processes.   

5.7 Further, IFAC does not produce a document which outlines why a particular 
action is considered to be in the public interest.  Boards and Committees have 
processes for determining and documenting the establishment and progress with 
projects. The PIOB has approved a common due process for all the PIACs. Under 
this due process, for each international pronouncement, the PIAC issues a 
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separate document explaining its basis of conclusions regarding the comments 
received on an exposure draft. The International Public Sector Accounting 
Standards Board when publishing an international public sector accounting 
standard also includes a basis for conclusions document. This document details 
the outcomes of the public consultation process.  However, there is no document 
like a RIA used within IFAC to demonstrate why a particular action was chosen 
and why that action is in the public interest.  IFAC is not a government body and 
RIAs have been developed to work in a government setting.   

5.8 For this reason IFAC needs to adapt the RIA for its own circumstances and 
develop a Public Interest Assessment document, which would cover similar issues 
to a RIA but adapted to fit within IFAC’s governance framework and resources. 
The value of such a document is that it provides a structure to the analysis of why 
a proposed action is considered to be in the public interest and clearly outlines the 
steps that were taken to reach that conclusion.    Further work should be done, in 
consultation with the PIOB, to determine how a Public Interest Assessment 
Document could be developed, adapted from a RIA, but designed to work within 
the IFAC context. 

5.9 Another area IFAC can improve its performance is in the area of ex-post 
evaluations. IFAC develops a wide range of authoritative material including 
standards, interpretations, practice statements and good practice guidance.  The 
objective of the IAASB to periodically review all ISAs is a form of ex-post 
evaluation.  However, there is no IFAC-wide, systematic process in place to 
undertake ex-post evaluations to see how well this material is working in practice 
and whether revisions are needed.  IFAC needs to consider how it could develop a 
method to carry out ex-post evaluations.  This would fit within the development 
of the Public Interest Assessment document and would allow IFAC to ensure that 
past actions were consistent with its objective and mission of acting in the public 
interest.  

Section 6 Conclusion 
6.1 Consideration of the public interest starts with two deceptively simple questions; 

who is the public and what is their interest?  Answering these questions is 
difficult. Philosophers, economists, political scientists and others have all 
developed theories about the public interest which when taken together go some 
way towards an answer.  Most importantly, the theory tells us that the public 
interest is difficult to determine; it is not fixed, it will vary both other time and 
depending on the issue under consideration.  The uncertainty surrounding the 
public interest means that there is never likely to be universal agreement that a 
particular action is in the public interest. 

6.2 However, the theories of the public interest and government attempts to improve 
regulatory quality do provide a number of insights about the nature of the public 
interest. These insights can be used to build a framework that IFAC can use to 
demonstrate that its actions are in the public interest.  Some of the elements of the 
framework are already in place, such as open and transparent standards setting 



Agenda Item 6.2.2 
Page 13 of 16 

IFAC Board Meeting – Beijing, China, June 1-2, 2006 

Posted May 11, 2006 – Version 1 13

processes and others need to be developed.  By further developing and using the 
framework IFAC can demonstrate that it is acting in the public interest. 

Section 7 Recommendations 
It is recommended: 

•  that IFAC should, in principle, adopt the Public Interest framework 
described in paragraph 35 of this paper, and; 

• that further work be undertaken to consider how the framework could best 
be implemented including the development of a draft Public Interest 
Assessment document. 
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ANNEX: THEORETICAL APPROACHES TO THE PUBLIC INTEREST 

1. There are a number of theories from the social sciences, including political 
science and economics, which consider the question of the public interest.  As 
these theories continue to influence current discussions of the public interest it is 
useful to consider briefly some of these approaches.  These are: 

• Utilitarianism 
• Democracy 
• Pareto Optimality 
• The theory of public goods 
• Political Ideology 

2. In addition to theoretical approaches there are two other common ways to looking 
at the public interest.  The first of these is focused on the use and meaning of 
language and the second takes a practical approach to considering how the public 
interest might be determined.  

Utilitarianism 

3. This theory argues that you should act in the way that will produce the greatest 
overall amount of good in the world.  Putting this into practice requires that you 
consider how many people will be affected both positively and negatively and 
how intensely they will be affected.  This needs to be done for each possible 
action and then you choose the action that produces the greatest overall amount of 
utility.  In utilitarianism, the focus is on the consequences of the action, not the 
intention behind it, and on the community at large. 

Democracy 

4. Democratic theory holds that all people are by nature free and equal and that 
political legitimacy must be rooted in their consent. One pre-requisite for a 
democracy is acceptance of the concept of the rule of law which states that those 
who make laws are also bound by them. Democracy can lead to the tyranny of the 
majority and the suppression of minorities or minority views.  Modern 
democracies attempt to overcome this problem by adopting in law, for example as 
in the US Constitution, a series of human rights which protect certain 
fundamental rights such as freedom of speech. 

5. Democratic theory has been used as the basis for governments that are considered 
legitimate internationally, while a perceived lack of democratic support has been 
used as an argument to undermine the legitimacy of non-democratic regimes.  In a 
democratic context, an action is generally considered to be in the public interest 
if;  

• people’s views have been sought and treated equally, and  

• the proposed action either has majority support in some way, and/or   
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• the proposed action is consistent with fundamental human rights; and 

• it has the support of a majority of elected politicians. 

Pareto Optimality 

6. This theory considers that an action is in the public interest if it can make 
someone better off without making anyone else worse off.  A situation is pareto 
optimal if nobody can be made better off without making someone else worse off.  
A complication is that there may theoretically be more than one outcome that 
fulfills this condition and in these circumstances a choice still needs to be made of 
which outcome should be pursued. 

Public Goods 

7. Public goods theory states that there exist some goods which are non-rival and 
non-excludable, the production of which is in everyone’s interest and yet by their 
very nature they will not be produced or will be produced at a sub-optimal level if 
production is left to the market.  Examples of public goods include street lighting 
and the defense force.  

Ideology 

8. At a general level, an ideology is an idea or theory about the nature of human 
society.  Some of these theories develop a particular view of the world or society 
or the economy and then use this to determine what is in the public’s interest.  For 
example, communist ideology would see the common ownership of the means of 
production as in the public interest whereas a capitalist ideology would not.  

Language 

9. This approach looks at the construction and meaning of language from the 
perspective of the speaker and the audience and considers whether there is 
consistency of meaning between the two parties.  If there is a difference of 
meaning between the two parties, consideration is given as to whether this is 
deliberate or intentional and what the implications are.   The language that is used 
is relevant to consideration of whether an action is in the public interest because 
the public interest is a vague term and its meaning can depend on the culture and 
context in which it is being used; i.e. it can mean different things to different 
people.  If there is a divergence of meaning then this can have an impact on 
whether a certain action is considered to be in the public interest or not.  

Practical Approach 

10. As well as the approaches described above, there is also what might be termed a 
practical approach.  This starts with the idea that to understand the public interest 
you need to consider on a case by case basis who is the public and what is their 
interest in an objective and calculating manner.  Looking first at the idea of the 
public - which group of people does the public encapsulate; a village, a nation, 
golfers, professional accountants? 
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11. Once the public is defined the next step is to consider interests and one of the first 
questions in trying to determine interests is whether individuals have interests in 
common which can be aggregated, or can the public as a group have interests 
which may not be the interests of some of the individuals?  To try to determine 
interests it may be helpful to identify the interests of sections of the public and 
societal interests separately.   

12. The final step is then to assess the potential impact of the proposed action or 
actions and the likely consequences of the proposed action or actions and make a 
decision as to which action is most in the public interest.  


