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What is Public Policy?

Learning Objectives

By the end of this chapter, the student will be able to
1.1  Define the term “public policy.”

1.2 Discuss six “instruments” of public policy and their effects on the

economy and society.

1.3  Examine six characteristics of the political and socioeconomic
environment in the United States and theirinfluence on policies and
policymaking.

GOVERNMENT IN THE UNITED STATES has grown from a small, simple “night watch-
man state” providing defense, police protection, tax collection, and some education
into an immense network of organizations and institutions affecting the daily lives of
all citizens in countless ways. The United States is not a welfare state in the sense that
most European states are, but there is now an extensive array of social and health pro-
grams that serve anincreasing proportion of the population. The size and complexity
of modern government make it necessary to understand what public policies are, how
those policies are made and changed, and how to evaluate the effectiveness and moral-
ity of policies.

Government in the United States is large. Today, its revenues account for one dol-
lar in three of total national production. Despite the widespread political rhetoric, this
money is rarely wasted; most of it returns to citizens through a variety of cash ben-
efit programs or in the form of public services. Likewise, one working person in six is
employed by government—mostly in local governments. But the range of activities
of modern government in the United States is not confined to such simple measures
as spending money or hiring workers. Governments also influence the economy and
society through many less obvious instruments—such as regulation, insurance, and
loan guarantees.

Government in the United States today is complex and is becoming more com-
plex every day. The institutions of government are becoming more complicated and

numerous. Almost 91,000 separate governments now exist in the United States, many
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4 Partl @ The Nature of Public Policy

of which provide a single service and undergo little or no public oversight through
elections.! Much public business is now conducted through public corporations and
quasi-autonomous public bodies. There are also a number of increasingly complex rela-
tionships between the public and private sectors, as the private and not-for-profit sec-
tors are becoming heavily involved in delivering public services.? The subject matter
of government policy is more complex and technical than it was even a few years ago,
Dealing with “wicked” problems such as climate change requires extensive scientific
input, as does making decisions about the risks of nuclear energy, the reliability of
technologically sophisticated weapons systems, and the management of a huge and
remarkably convoluted economic system. Attempting to influence socioeconomic
problems—poverty, homelessness, deficiencies in education—may be even more dif-
ficult than addressing problems arising in the physical and scientific worlds, given the
absence of a proven method of solving social problems.? Even when the subject matter
of policy is less complex, increasing requirements for participation and accountability
make managing a public program a difficult undertaking, often more difficult than
managing in the private sector.

This book is intended to help the reader understand the fundamental processes
and content of public policy that underlie the size and complexity of American gov-
ernment. It is meant to increase knowledge about how public policies are made, what
the policies of the United States are in certain areas, and what standards should be
applied in evaluating those policies. I begin with a discussion of the policy process in
the United States—concentrating on the federal level—and the impact of the struc-
tures and procedures of that government on the content of policies. I then discuss the
means that those in government and citizens alike can use to evaluate the effects of
public policies and the methods that will enable them to decide what they want and

can expect to receive from government.

Defining Public Policy

Samuel Johnson once commented that patriotism is the last refuge of fools and scoun-
drels. To some degree, public policy has become just such a refuge for some academic
disciplines. As public policy studies are now popular, everything government does is
labeled policy. I adopt a somewhat more restrictive definition of public policy.

Stated most simply, public policy is the sum of government activities, whether pur-
sued directly or through agents, as those activities have an influence on the lives of
citizens. Operating within that definition, we can distinguish three separate levels of
policy, defined by the degree to which they make real differences in the lives of citizens.
At the first level, we have policy choices—decisions made by politicians, civil servants,
or others granted authority that are directed toward using public power to affect the
lives of citizens. Congress members, presidents, governors, administrators, and pres-

sure groups, among others, make such policy choices. What emerges from all those
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Chapter 1 ® Whatis Public Policy? 5

choices is a policy that can be put into action. At the second level, we can speak of
policy outputs—policy choices being put into action. Here, the government is actu-
ally doing things: spending money, hiring people, or promulgating regulations that
are designed to affect the economy and society. Outputs may be virtually synonymous
with the term program as it is commonly used in government circles.*

Finally, at the third level, we have policy impacts—the effects that policy choices
and policy outputs have on citizens, such as making them wealthier or healthier or the
air they breathe less polluted. These impacts may be influenced in part by other factors
in the society—economic productivity, education, and the like—but they also reflect
to some degree the success or failure of public policy choices and outputs. These policy
impacts also may reflect the interaction of a number of different programs. Successful
alleviation of poverty, for example, may depend upon social programs, education, eco-
nomic programs, and the tax system. If any of these do not perform well, it may be
impossible for government and the society it represents to reach their desired goals.
Further, success in alleviating poverty may depend on economic growth as much as
it depends on the intervention of the public sector, such that determining cause and
effect is difficult.

Several aspects of public policy require some explanation. First, although we are
focusing on the central government in Washington, we must always remember that the
United States is a federal system in which a large number of subnational governments
also make policy decisions. Even when they attempt to cooperate, the levels of gov-
ernment often experience conflicts over policy. For example, attempts by the George
W. Bush administration to enforce national standards for education through the No
Child Left Behind program encountered opposition from the states and eventually also
from Congtess, each with its own ideas about what those standards should be and how
they should be enforced. Those differences became even more pronounced during the
Obama administration and its attempts to create a common core curriculum. Even
within the federal government, the actions of one agency may conflict with those of
another,

Second, not all government policies are implemented by government employees.
Many are implemented by private organizations or by individual citizens, and the
involvement of the private sector in implementation continues to increase.” We must
understand this if we are to avoid an excessively narrow definition of public policy as
only those programs directly administered by a public agency. A number of agricul-
tural, social, and health policies involve the use of private agencies operating with the
sanction of and in the name of government. Even the cabin attendant on an airplane,
making an announcement to buckle seat belts and not to smoke is implementing a pub-
lic policy. As government has begun to use an increasing number of alternative mecha-
nisms, such as contracts, for implementation, private sector providers are becoming
increasingly important in delivering public policy.

Even if a government implements a program directly, it may not act through its

own employees. The federal government in particular depends on state and local
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6  Partl @ The Nature of Public Policy

governments to implement a large number of its programs, including major social pro-
grams, such as Medicaid, the “workfare” reforms to the welfare system, and a good
portion of environmental policy. The Affordable Care Act—“Obamacare”—admin-
istrators had hoped to use the states to administer the exchanges called for in the act,
but only sixteen agreed to do so. The degree of control that the federal government can
exercise in those instances may be as small as or even smaller than when programs are
delivered through private sector agents, who often depend on government for contracts
and loans and therefore may be very compliant with demands from Washington.

Third, and most important, we are concentrating on the effects of government
choices on the lives of individuals within the society. The word policy is commonly
used in a number of ways. In one usage, it denotes a stated intent of government, as
expressed in a piece of legislation or a presidential speech. Unfortunately, any number
of steps is required to turn a piece of legislation into an operating program, and all too
frequently, significant changes in the intended effects of the program result from dif-
ficulties in translating ideas and intentions into actions. In this analysis, we will place
greater emphasis on the effects of policies than on the intentions of the individuals who
formulated them. We must also have some degree of concern for the legislative process,
which produces the good intentions that may or may not come to fruition.

Our definition recognizes the complexity and the interorganizational nature of
public policy. Few policy choices are decided and executed by a single organization or
even a single level of government. Instead, policies, in terms of their effects on the pub-
lic, emerge from a large number of programs, legislative intentions, and organizational
interactions that affect the daily lives of citizens. For example, environmental issues
now are handled not only by the Environmental Protection Agency but also by the
Department of the Interior, the Department of Agriculture, the Department of Health
and Human Services, and even the Department of Defense.® This conception of policy
also points to the frequent failure of governments to coordinate programs, with the
consequence that programs cancel one another out or produce a costly duplication of
effort.” The question about government that Harold Lasswell posed many years ago,
“Who gets what?” is still central for understanding public policy.

The Instruments of Public Policy

Governments have a number of instruments through which they can influence society
and the economy and produce changes in the lives of citizens. For example, government
can choose to provide education by directly supplying that service, by providing vouch-
ers that parents can use to pay for their children’s education, or by subsidizing privately
managed charter schools (see Chapter 13). The choice of which instrument to employ
for any particular situation may depend on the probable effectiveness of the instru-
ment, its political palatability, the experiences of the policy designers, and national or

organizational tradition. Furthermore, policy instruments may be effective in some
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Chapter 1 ® Whatis Public Policy? 7

circumstances but not in others. Unfortunately, governments do not yet have sufficient
knowledge about the effects of their “tools” or the relationship of particular tools to
particular policy outcomes to be able to make effective matches.® It appears that most

choices are made by habit and familiarity, not from knowledge of effectiveness.

Law

Law is a unique resource of government. It is not available to private actors who have
access to the other instruments of policy discussed here.” Governments have the right
to make authoritative decrees and to back up those decrees with the legitimate power
of the state. In most instances, simply issuing a law is sufficient to produce compliance,
but monitoring and enforcement are still crucial to the effectiveness of the instrument.
Citizens may obey speeding laws most of the time, but the prospect of a police officer
with a radar device makes compliance more probable. Citizens daily obey many laws
without thinking about them, but police, tax collectors, and agencies monitoring envi-
ronmental damage, occupational safety, and product safety (to name only a few) are
also busy attempting to ensure compliance.

We should make several other points about the use of law as an instrument of pub-
lic policy. First, laws are used as the means of producing the most important outputs
of government: rights. Such laws are usually of a fundamental or constitutional nature
and are central in defining the position of citizens in society. In the United States, the
fundamental rights of citizens are defined in the Constitution and its amendments, but
rights also have been extended in a variety of other legislation. This extension has been
most significant for the rights of people of color, and women, as reflected in the passage
of the Voting Rights Act of 1965, the Equal Employment Opportunity Act of 1972,
and the Civil Rights Act of 1991. The Americans with Disabilities Act (1990) extended
a variety of rights to people with various forms of disability, with the courts tending to
expand the applicability of that law to groups, such as AIDS sufferers,! for whom it
was perhaps not originally intended. Law is now being used by some groups to attempt
to extend rights, notably the right to marry, to homosexuals, and other groups use law
to attempt to limit those rights'! (see Chapter 16).

Second, the United States uses laws to regulate economic and social conditions to
a greater extent than most countries do. The United States is frequently cited as hav-
ing a small public sector in comparison with other industrialized countries because of
lower levels of taxing and spending. If, however, the effects of regulations are included,
government in the United States approaches being as pervasive as it is in Europe.!?
The costs of government’s interventions in the United States tend to appear in the price
of products, however, as much as in citizens’ tax bills.!® This indirect effect of interven-
tion tends to be less visible to the average citizen than a tax and therefore is more palat-
able in a society that tends to be skeptical about government.

Third, law can be used to create burdens as well as benefits. This is certainly true

for tax laws and is also true, for example, of legislation that mandates the recycling of
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8  Partl @ The Nature of Public Policy

metal, glass, and plastic. Often, a law that creates benefits for one group of citizens is
perceived by others to be creating a burden; environmental laws satisfy conservationists
but often impose costs on businesses. Any action of government requires some legal peg
on which to hang, but the ability of a simple piece of paper to create both rights and

obligations is an essential feature of American public policy.

Services

Governments also provide a number of services directly to citizens, ranging from
defense to education to recreation. In numbers of people employed, education is by far
the largest directly provided public service, employing more than nine million people.
The Department of Defense employs just under another three million people, military
and civilian. Government tends to provide services when there is a need to ensure that
the service is provided in a certain way (education) or where the authority of the state
(policing) is involved. Furthermore, services tend to be delivered directly toparts of the
population that are less capable of making autonomous decisions on their own, such as
children and the mentally impaired.

The direct provision of public services raises several questions, especially as con-
tinuing pressures exist for government to control expenditures, An obvious question
is whether the direct provision of services is the most efficient means of ensuring
that a service is delivered to citizens. Could. that service be contracted out instead?
A number of public services have been contracted out to private corporations, includ-
ing traditional government services, such as firefighting, tax collection, and prisons.14
Contracting out removes the problem of personnel management from government, a
problem magnified by the tenure rights and pension costs of public employees under
merit systems. Also, government tends to build a capacity to meet maximum demand
for services, such as fire protection and emergency medical care, resulting in under-
utilization of expensive personnel and equipment. This tendency to create too much
capacity can be corrected in part by contracting out.

Another interesting development in the direct provision of services is using
quasi-governmental organizations to provide services.!> There are some services that
government does not want to undertake entirely but that require public involvement
for financial or other reasons. The best example is Amtrak, a means of providing
public subsidies for passenger train service in the face of declining rail service in
the United States. Government may also choose quasi-governmental organizations
for programs that require a great deal of coordination with private sector providers
of the same service or when the service is in essence marketable. At an even greater
degree of separation, governments also use not-for-profit organizations to provide
public services. The George W. Bush administration pressed for wider use of such
organizations, especially faith-based organizations. President Barack Obama con-
tinued the emphasis, working to mobilize not-for-profit organizations—whether
faith based or not.
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Chapter 1 ® What is Public Policy? 9

Money

Governments also provide citizens, organizations, and other governments with money.
Approximately 65 percent of all money collected in taxes by the federal government
is returned to the economy as transfers—in cash or kind—to citizens. Transfers to
citizens range from Social Security and Medicare—to payments to farmers to sup-
port commodity prices. Interest on the public debt is also a form of transfer payment,
one that now absorbs nearly 9 percent of total federal spending. Another 17. percent
of tax receipts are transferred to other levels of government to support their activities.
The remainder of the money is consumption expenditures for salaries, the purchase of
equipment and supplies, for example.

The use of money transfers to attempt to promote certain behaviors is in many
ways an inefficient means for reaching policy goals. The money paid as Social
Security benefits, for example, is intended to provide the basics of life for the recipi-
ents, but nothing prevents those recipients from using it to buy food for their pets
rather than for themselves. The claims about how “welfare” payments are used and
abused are legion, if often inaccurate. Thus, although the direct provision of services
is costly and requires hiring personnel and erecting buildings, many transfer pro-
grams, though less expensive, are much less certain of achieving the goals for which
they were intended.

Money dispersed to other levels of government can be restricted or unrestricted.
Of the over $1.1 trillion given to state and local governments in 2023, most was dis-
tributed as categorical grants, with an increasing proportion being given as block
grants. Categorical grants channel resources to the problems identified by the federal
government as needing attention, but they also tend to centralize decision-making
about public policy in-Washington.!® Categorical grants also tend to encourage state
and local spending through matching requirements, and to create clienteles that gov-
ernments may not be able to eliminate after the federal support has been exhausted.
Although this pattern of funding was largely associated with social and economic
programs, the Clinton administration’s program for funding additional police hir-
ing created expectations among citizens that local governments would have to fulfill
in the future, and Homeland Security funding created the same effect after the Bush
administration.

The federal government has less control over the impact of block grants than over
the effects of categorical grants.”” State and local governments can determine their
own priorities for these funds, but most still have some strings attached. Also, giv-
ing block grants to the states tends to concentrate power in state governments rather
than allowing local (especially city) governments to bargain with Washington directly.
Given that state governments are, on average, more conservative than local govern-
ments—especially large city governments that need federal grant money the most—
block grants have been a useful tool for Republican administrations to control public
spending.'8

Copyright ©2026 by SAGE Publications, Inc.
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.
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Taxes

The government giveth and the government taketh away. But the way in which it
chooses to take away may be important in changing the distribution of burdens and
benefits in society. In the United States, we are familiar with tax “loopholes,” or more
properly, tax expenditures.'® The latter term is derived from the theory that granting
tax relief for an activity is the same as subsidizing that activity directly through an
expenditure program.?® For example, in 2022, the federal government did not collect
roughly $203 billion in income tax payments because of mortgage interest deduc-
tions and another $56 billion because state and local property taxes were deductible.
This is in many ways exactly the same as government subsidizing private housing,
and it is greater than the amount spent on public housing by all levels of government.
The use of the tax system as a policy instrument as well as for revenue collectionhas
less certain targeting than transfer payments, for the system is essentially providing
incentives rather than mandating activities. Citizens have a strong incentive to buy a
house, but there is no program to build houses. These instruments are, however, very
cheap to administer, given that citizens make all the decisions and then file their own
tax returns.

Taxes may also be used more directly to implement policy decisions. For example,
there are proposals to substitute taxes on pollution for direct prohibitions and regula-
tion of emissions, including carbon taxes to address climate change.21 The logic is that
such an action would establish a “market” in pollution; firms willing to pay the price
of polluting would be able to pollute, while those less willing (or, more important, less
able) because of inefficient production would have to alter their modes of production
or go out of business. Critics argue that what is being created is a “market in death,”
when the only real solution to the problem may be the prohibition or severe restriction
of pollution.

Tax incentives are'a subset of all incentives available to government to encourage
or discourage activities. The argument for their use is that private interests (e.g., ava-
rice) can be used for public purposes.?? If incentives can be structured effectively, then
demands on the public sector can be satisfied in a more efficient and inexpensive man-
ner than through direct regulation. Clearly, this form of policy instrument is applicable
to a rather narrow range of policies, mostly those now handled through command and
control regulation, but even in that limited range, the savings in costs of government
and in the costs imposed on society may be significant. The use of such incentives, as
opposed to command and control regulation, also conforms to traditional American

ideas about limited government and the supremacy of individual choice.??

Other Economic Instruments

1.24

Government has a number of other economic weapons at its disposal.** Governments

supply credit for activities such as a farmer’s purchase of seed and supplies.?> When it
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does not directly lend money, the government may guarantee loans, thus making credit
available (e.g., Federal Housing Administration [FHA] mortgages) that might other-
wise be denied. Students reading this book may well be familiar with student loans to
attend college, which may be supported by government loan guarantees. Governments
can also insure certain activities and property. For example, federal flood insurance
made possible the development of some lands along the coasts of the United States,
thereby creating both wealth and environmental degradation. Almost all money in
banks and thrift institutions is now protected by one of several insurance corporations
within the federal government.

Although these instruments may be important to their beneficiaries and may
influence the spending of large sums of money, they do not appear as large expendi-
tures in most government accounting schemes. Thus, as with regulations and their
costs, the true size of government in the United States may be understated if one looks
simply at expenditure and employment figures. In addition, the ability of some of these
programs to operate “off budget” makes them not only less visible to voters but also
more difficult for political leaders and citizens to control. Only when there are major
problems, as in the bursting of the housing bubble and the credit crisis in 2008, do gov-

ernment insurance, guarantee schemes, and federal “bailouts” make the news.

Suasion

When all other instruments of policy fail, governments can use moral suasion to
attempt to influence society. Government as a whole or particular political officials
are often in a good position to use such suasion because they can speak in the name of
the public interest and make those who oppose them appear unpatriotic and selfish. As
Theodore Roosevelt said, the presidency is a “bully pulpit.” Suasion, however, is often
the velvet glove disguising the mailed fist, for governments have formal and infor-
mal means of ensuring that their wishes are fulfilled. So when John F. Kennedy “jaw-
boned” steel industry officials to roll back a price increase, the patriotism of the steel
officials was equaled by their fear of lost government contracts and Internal Revenue
Setvice investigations of their corporate and personal accounts.

Suasion is an effective instrument as long as the people regard the government as a
legitimate expression of their interests. There is evidence that the faith and trust of US
citizens in government has been declining (see Table 1.1) in response to the excesses of
Watergate, budget deficits, the inadequate response to COVID-19, and endless wars.
Congress members in particular are regarded very pootly by the public. As government
legitimacy decreases, its ability to use suasion naturally declines, pushing it toward
more direct tools of intervention that could lead to increases in government employ-
ment and taxation and perhaps to an accelerated downward spiral of government
authority. In 2023, the public viewed Congress members slightly less favorably than
car salesmen, and on the other hand, police maintained relatively high levels of respect

despite a number of instances of violence against citizens.
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12 Part| e The Nature of Public Policy

Table 11 = Public Perceptions of Honesty and Ethics of Professions

(Percentage of “very high” and “high” Responses Combined)

_ 1981 1990 1995 | 2005 | 2011 2017 | 2023
n.a. n.a. n.a. n.a. n.a. 85 78

Nurses

Pharmacists 59 62 66 67 73 62 55
Clergy 63 57 56 54 52 42 32
Medical Doctors 51 52 54 65 70 65 56
Engineers 48 50 53 n.a. n.a. 66 60
Police 44 49 1 61 54 56 45
Journalists 32 30 23 28 26 25 19
Bankers 39 32 37 41 25 25 19
Lawyers 25 22 16 18 19 18 16
Business Executives 19 25 16 16 18 16 12
Local Officials 14 18 24 n.a. n.a. 24 n.a.
Real Estate Agents 14 16 45 20 20 n.a. n.a.
Union Leaders 14 15 14 16 18 n.a. 25
U.S. Senators 20 24 12 16 n.a. n.a. 8
State Officials 12 17 15 n.a. n.a. 19 20
Members of Congress 15 20 12 10 7 1 6
Car Sales Persons 6 6 8 7 5 10 8

Sources: Adapted from Gallup Poll Monthly, November 1995, 31; Gallup Poll, January 18, 2005; Gallup
Poll, November 7, 2008; Gallup Poll, June 23, 2011; Gallup Poll, December 7-8, 2014; Gallup Poll,
December 4-11, 2017; Gallup Poll, December 1-20, 2023.

Note: n.a. = not available.

Suasion is one version of using information and argumentation to produce
behavior changes. Governments have, however, been moving toward using more
subtle instruments to encourage individuals to behave in certain ways. Generally
called “nudge,” the assumption is that if governments can make compliance fun or
persuade individuals to do the right thing, then they can produce desired policy
outcomes at minimal cost.?® While this less visible form of suasion can be con-
sidered paternalistic or even undemocratic, it is an increasingly common form of

intervention.
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The Effects of Tools

Governments have a number of instruments with which they attempt to influence the
economy and society by distributing what burdens and benefits they have at their dis-
posal. The most fundamental benefits governments have to confer are rights. These are
largely legal and participatory, but with the growth of large entitlement programs that
distribute cash benefits to citizens, rights may now be said to include those programs
as well.

Governments also distribute goods and services. They do so by giving money to
people who fall into certain categories (e.g., the unemployed) or by directly providing
public services, such as education. They also do so less directly by structuring incen-
tives for individuals to behave in certain ways. Governments also distribute goods and
services through private organizations and through other governments;, in attempts
to reach their policy goals. A huge amount of money flows through the public sector,
where it is shuffled around and given to different people.?” The net effect is not as great
as might be expected from the number of large expenditure and revenue programs in
operation in the United States, but that effect is to make the distribution of income and
wealth somewhat more equal than that produced by the market.?

Governments also can remove rights, or restrict their use. Debates over voting
rights in the United States over the past decade have often centered on attempts to
place more restrictions on who can yote, and when. These have focused on issues such
as absentee voting and early voting. Likewise, there have been attempts to restrict
access to social programs by imposing work requirements and other restrictions on
eligibility. Even rights that appear enshrined in the Constitution may depend upon
interpretation by the courts,

Finally, governments distribute burdens as well as benefits. They do this through
taxation and through programs such as conscription for military service.?? Like expen-
ditures, taxes are distributed broadly across the population, with state and local taxes
tending to.be collected from an especially broad spectrum. Even the poorest citizens
have to pay sales taxes on many things they purchase, and they must pay Social Security
taxes as soon as they begin to work. In other words, everyone in society benefits from

the activities of government, but everyone also pays for them.

The Environment of Public Policy

Several characteristics of the political and socioeconomic environment in the United
States influence the nature of policies adopted and the effects of those policies on citi-
zens. Policy is not constructed in a vacuum; it is the result of the interaction of all the
background factors with the desires and decisions of those who make policies. Neither

individual decision-makers nor the nature of “the system” appear capable alone of
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14 Partl e The Nature of Public Policy

explaining policy outcomes. Instead, policy emerges from the interaction of a large
number of forces, many of which are beyond the control of decision-makers.

The background for policy in the United States has changed dramatically over the
past several years. Politically, the divisions between right and left have become more
intense and compromise has seemed impossible. Economically, the COVID-19 pan-
demic produced massive levels of unemployment and pushed the United States into
a recession, if not a depression. The recovery from that recession has been plagued by
higher levels of inflation. Socially, demands for greater diversity and inclusion have
questioned many conventional values in society about equality and justice, and this
questioning is now being challenged by efforts in the second Trump administration
to eliminate Diversity, Equity, and Inclusion (DEI) programs in government agen-
cies and other parts of civil society. And governmentally, the failures of government in
dealing with the pandemic reduced already low levels of trust in the capacity of govern-

ment—especially the federal government—to govern effectively.

Conservatism

US politics is relatively conservative in policy terms. The social and economic services
usually associated with the mixed-economy welfare state are generally less developed
in the United States than in Europe, and to some extent have declined since the 1990s,
and especially in the Trump administration. In general, that is the result of the con-
tinuing American belief in limited government. As Anthony King has said, “The State
plays a more limited role in America than elsewhere because Americans, more than
other people, want it to play a limited role.”?% The rise of the Tea Party movement and
the appeal of some libertarian candidates in the Republican primaries of 2012 indicate
how intense the conservative ideology is for some elements within the population.

The elections of Barack Obama and Joe Biden, however, showed that there are lim-
its to that conservatism and that the American public has some underlying commit-
ment to social values. In addition, the major Democratic victory in the Congressional
elections of 2018 and again in 2022, and the election of some very progressive candi-
dates, demonstrated further that liberal politics are far from entirely dead.

Several points should be brought out that counter the description of US government
asa welfare state laggard. First, the government of the United States regulates and controls
the economy in ways not common in Europe, and in some areas such as consumer prod-
uct safety, it appears to have been ahead of many European governments. If the effects of
regulation are tabulated along with more direct public interventions into the economy,
the US government appears more similar to those of other industrialized countries. We
also tend to forget about the activities of state and local governments, which frequently
provide gas, electricity, water, transportation, and some health services to their citizens.

It is easy to underestimate the extent of the changes in public expenditures and the
public role in the economy that followed World War II. Let us take 1948 as the start-
ing point. Even in that relatively peaceful year, defense expenditures were 29 percent of
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total public expenditures and 36 percent of federal expenditures. At the height of the
Cold War, in 1957, defense expenditures were 62 percent of federal expenditures and 37
percent of total public expenditures. In contrast, in 2018, defense expenditures were 7
percent of total expenditures and 15 percent of federal expenditures. Spending on social
services—including education, health, social welfare, and housing—increased from 7
percent of total spending in 1948 to over 50 percent in 2018. Even for the federal gov-
ernment, social spending now accounts for more than 50 percent of total expenditures.

It is also casy to overestimate the conservatism of the American public because
Americans are often very ambivalent about government.®! Lloyd A. Free and Hadley
Cantril described Americans as “ideological conservatives” and “operational liberals,”*?
because they tend to respond negatively to the idea of a large and active government but
positively to individual public programs (e.g., Social Security and education). For exam-
ple, a majority of voters leaving the polls in California after voting in favorof Proposition
13, to cut taxes severely in that state, were in favor of reducing public expenditures for
only one program—social welfare. For most programs the researchers mentioned, larger
percentages of respondents wanted to increase expenditures than wanted to reduce
them.? Likewise, citizens express great skepticism about government in polls, but in the
2020 election, the voters approved most propositions on state and local ballots to raise
revenues for specific purposes as well as voted for a liberal president and Congress.

The election of 2016 may be taken as something of a triumph for conservatism,
given that both houses of Congress and the presidency were taken by the Republicans.
Although President Trump’s campaign had a number of conservative positions, its
populist positions were not compatible with usual conservative ideology. The difficul-
ties in legislating after the election demonstrated that not all Republicans had the same
conservative agenda. The major exceptions to that generalization were a major tax bill
and the appointment of a number of conservative federal judges.

The huge federal deficit to some degree reflects this set of mismatched ideas about
governmeng; politicians can win votes both by advocating reducing taxes and by advo-
cating spending for almost any program. For example, surveys show that the majority
of Americans believe that they pay too many taxes and that the federal government
wastes almost half of all the tax money it collects.>* On the other hand,? there are
generally majorities in favor of a variety of social programs, especially those for the
“deserving poor”—the elderly, unemployed workers whose companies have closed,
divorced and widowed mothers, and the like. Furthermore, although Americans dis-
like the idea of socialized medicine, they also dislike the inequality in health in the
United States and now favor Obamacare (see Chapter 11).

The economic dimension of conservatism remains important, but the social and
cultural dimensions have become more prominent. Issues such as abortion, immigra-
tion, and sexual preference were very important in the 2024 election, and have filtered
down to state and local politics as well. Since the beginning of Donald Trump’s second
term there have been a large number of diversity, equity, and inclusion (DEI) programs

in the federal government that have been eliminated.
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Participation

Another attitudinal characteristic that influences public policy in the United States
is the citizen’s desire to participate directly in government. A natural part of demo-
cratic politics, public participation has a long history in the United States. The
cry “No taxation without representation” was essentially a demand to participate.
More recently, populist demands for participation and the right of “the little man”
to shape policy have been powerful political forces. In a large and decentralized
political system that deals with complex issues, however, effective participation
may be difficult to achieve. The 2008 elections saw an increase in voter turnout,
especially among young people and minorities, and recent elections have also had
higher than usual turnout, but even these figures are low in comparison to other
democracies.>°

Government has increasingly fostered participation. The laws authorizing “com-
munity action” in 1964 were the first to mandate “maximum feasible participation”
of the affected communities in urban renewal decisions. Similar language was writ-
ten into a number of other social and urban programs. The regulatory process also
imposes requirements for notification and participation that, in addition to their posi-
tive effects, have slowed the process considerably. Government also has been allowing
more direct participation in agency rule making; with affected interests allowed to
negotiate among themselves the rules that will govern a policy area.

The desire for effective participation has to some degree colored popular impres-
sions of government. Citizens tend to demand local control of policy and to fear the
“federal bulldozer.” Although objective evidence may be to the contrary, citizens tend
to regard the federal government as less benevolent and less efficient than local gov-
ernments. The desire to participate and to exercise local control produces a tendency
toward decentralized decision-making and a consequent absence of national integra-
tion. In many policy areas, decentralization is benign or actually beneficial. In others,
it may produce inequities and inefficiencies.

Ideas about participation in the United States also have at times had a strong
strand of populism, meaning the belief that large institutions—whether in govern-
ment, business; or even labor—are inimical to the interests of the people.’” The anti-
government, anti-tax rhetoric that President George W. Bush used so effectively is
one example of that populist style in American politics. That style of populism can
be contrasted with a rather different approach by President Obama, who appealed
to the American people with a message of unification that defies partisanship. The
populist ideas reasserted themselves in 2010 and after in both the Tea Party and the
Occupy movements. The Trump campaign and its assault on political elites—includ-
ing invading the Capitol—in Washington was clearly in the populist style. Balancing
popular demands for greater direct democracy with the requirements of governing
an immense landmass with over three hundred million citizens will continue to be a

challenge for American democracy.
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Pragmatism

The reference to ideological preferences seemingly contradicts another cultural char-
acteristic of US policymaking, pragmatism—the belief that one should do whatever
works rather than follow a basic ideological or philosophical system. For most of our
collective history, American political parties have tended to be centrist and nonideologi-
cal; perhaps the surest way to lose an election in the United States has been to discuss
philosophies of government. Ronald Reagan questioned that characteristic of American
politics to some degree, interjecting an ideology of government that was partly contin-
ued by George H. W. Bush. Bill Clinton’s self-description as a “new Democrat” repre-
sented a return to greater pragmatism. George W. Bush claimed to be a “compassionate
conservative” in his first election campaign, but his style, and especially that of members
of Congtess, transformed American politics into something of a battle of ideologies.
The years following the election of Barack Obama as president have, however, been
marked by intense partisan and ideological debate. A long history of compromise was
transformed into one of opposition and gridlock. The clearest manifestations of this
were in battles over the debt ceiling and over the administration’s policies to combat
the “Great Recession.” While Congress, the president, and other political elites con-
tinue to wrangle and make partisan pronouncements, the US public has expressed its
dismay and disgust with the inability of the political system to make effective decisions
to address the problems of the nation:?® The ideological divide grew, if possible, even
more pronounced during the Trump administration, with the inability to address the
pandemic effectively being the starkest indication of the loss of pragmatic governance
in the United States. The ideological style became even more dominant in the “Make

America Great Again” movement.

|

Elections determine who controls Congress and the presidency
and, therefore, set the parameters for policy choices in American
government. Representative Joe Kennedy, D-Mass., speaks to Latinx
business owners on a campaign stop for Senator in Lawrence,
Massachusetts.

Simon Simard/Bloomberg via Getty Images
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One standard definition of what will work in government is “that which is already
working,” and so policies tend to change slowly and incrementally.?* The fundamen-
tally centrist pattern of US political parties tended to produce agreement on most basic
policies, and each successive president tends to jiggle and poke policy but not attempt
significant change. A crisis such as the Great Depression or a political leader such as
Reagan may introduce some radical changes, but stability and gradual evolution are
the most acceptable patterns of policymaking. Indeed, American government is differ-
entafter Reagan but not as different as he had hoped or intended.’ Barack Obama was
generally incapable of bringing about the type of grand change that he proposed during
his campaign, except for passing the Affordable Care Act (see Chapter 11). President
Trump’s vision of draining the swamp and radically changing Washington was largely

unsuccessful,!

and Joe Biden had little room for maneuver given the pandemic-and
the ensuing economic problems.

As mentioned above, the pragmatism of American politics has been declining, and
declining rapidly. Several issues over which there appears to be little room for compro-
mise have split the US public. The obvious example is abortion, which intruded into
the debate over national health care reform during the Clinton administration, with
some members of Congtess refusing to support any bill that paid for abortions and oth-
ers opposing any bill that did not.#? The issue has been central in some Congressional
and state elections since the Supreme Court’s decision.in Dobbs.*> Other issues with a
moral, religious, or ethnic basis also have taken'more prominent places in the political
debate, leaving fewer possibilities for compromise or pragmatic resolution of disputes.

The seeming decline in pragmatism in American politics is not just a func-
tion of religion. The political parties themselves have become more ideological.*
Congressional politics has become more sharply divided along party lines, and com-
promise has become much more difficul, if not impossible, to achieve. Indeed, the
political parties themselves have become divided internally, so that decision-making
problems are exacerbated, even when the country was facing potential financial disas-
ter. Citizens say thatthey do not like the wrangling among parties, but the parties seem
more committed to their own views of politics than in the past. And some evidence
indicates that the population is also clearly divided into political camps that find com-
promisedifficule.*> One major exception to this generalization was the capacity to pass
several economic relief packages during the COVID pandemic.*® But despite efforts
from the “Problem Solvers Caucus” in Congress, the attempts of the Biden administra-
tion to pass another COVID relief bill in its early days were marked by partisanship, as
were other recovery proposals such as the Inflation Reduction Act.

Wealth

Another feature of the environment of American public policy is the country’s great
wealth. Alcthough it is no longer the richest country in the world in per capita terms, the

United States remains the largest single economy in the world. This wealth permits the
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US government great latitude for action so that even the massive deficits experienced
for several decades have not required government to alter significantly its ways of doing
business. The federal government can continue funding a huge variety of programs
and policy initiatives, even while maintaining low levels of taxation when compared to
other rich nations (see Chapter 7).

That great wealth is threatened by two factors, however. First, the US economy
is increasingly dependent on the rest of the world. That dependence is apparent in
financial and monetary policy, as the United States has become the world’s largest
debtor, but it is true especially in dependence on raw materials and parts for manufac-
turing from abroad. The United States has been heavily dependent on foreign oil, but
the economy also relies on other countries for a range of commodities and manufac-
tured goods necessary to maintain its high standard of living. The American economy
historically has been relatively self-sufficient, but increasing globalization in recent
decades has emphasized its relationship to the world economy.4”

Wealth in the United States is also threatened by the relatively slow rate of capi-
tal investment and savings. The savings rate for the average American family was
3.8 percent in 2023, indicating that relatively little capital is available for investment.
The average American worker is still very productive but has lost ground to workers in
other countries. Also, many US factories are outmoded, so competition on the world
market is difficult. These factors, combined with relatively high wages, mean that
many manufacturing jobs have gone overseas and more are likely to do so. The imports
of manufactured goods are, however, to some extent offset by the strength of finan-
cial and other service sectors of the economy. The US government has had to borrow
abroad to fund its deficits, and the country has chronic balance of payments problems
because exports trail imports.

In addition to the changing distribution of wealth in the United States relative to
the remainder of the world, the internal distribution of wealth has been changing and
changing rapidly. Although there has been substantial economic growth during the first
decades of the twenty-first century, most of the economic growth went to the mostafflu-
ent segments of society, while the real earnings of most citizens were stagnant or even
declining. The economic (and political) strength of the United States has been built
on a large middle class, a group now under great threat. They are in part under threat
because of the international trade issues and falling wages used as a means of competing
with overseas manufacturers. The distribution of wealth following the Great Recession,
and then the pandemic, has become increasingly skewed toward the very wealthy, with

the middle class tending to lose wealth in absolute as well as relative terms.*8

Diversity

The diversity of the American society and economy provides a great deal of richness
and strength to the country as well as real policy problems. The issue of diversity and
of the inequalities in the United States have been present in the United States for
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its entire history, but reached a new level of intensity in June, 2020. Following the
death of George Floyd while being arrested in Minneapolis, there has been extended
discussion, and some swift action, attempting to address problems of racial discrimi-
nation. However, race pervades policymaking and politics in the United States, and
that fundamental fact conditions our understanding of education, poverty, and
human rights.

In addition, one of the most obvious diversities is the uneven distribution of income
and wealth. Even with the significant social expenditures mentioned eatlier, approxi-
mately forty-six million people (1 in 6) in the United States live below the poverty line
(see Chapter 12). The persistence of poverty in the midst of plenty remains perhaps the
most fundamental policy problem for the United States, if for no other reason than
that it affects so many other policy areas, including health care, housing, education,
crime, and race relations. Moreover, there is growing concentration of income-and
wealth in the very affluent stratum at the top of society that may undermine confi-
dence in the economic and social justice of the political system.

The social and economic characteristics of the country taken as a whole are also
diverse. The United States is both urban and rural, both industrial and agricultural,
both young and old. It is a highly educated society with several million illiterates; it is a
rich country with millions of people living in poverty. In at least one state, California,
there already is no majority ethnic group, and in‘a few generations, that may be true
for the country as a whole. American policymakers cannot concentrate on a single eco-
nomic class or social group but must provide something for everyone if the interests of
the society as a whole are to be served. But serving that whole range of social interests
forces government to spend—for other purposes—the resources that could be applied

to rectifying the worst inequalities of income and opportunity.

World Leadership

The United States has been an economic, political, and military world leader. Since
the collapse of the Soviet Union, it has been the only remaining superpower. If
the United States sneezes, the world still catches cold, because the sheer size of the
American economy is so important in influencing world economic conditions, as the
2008 financial crisis demonstrated. Despite the upheaval in global political align-
ments, the world still expects military and diplomatic leadership for the West to come
from the United States.

The US position as world leader has imposed burdens on American policymakers.
Although the Cold War had ended, the role of peacekeeper required a good deal of US
military might, even before the war on terror escalated military spending. Burdens
also arise from providing diplomatic and political leadership. The US dollar, despite
some competition, remains a major reserve currency in the world economy, and that
status imposes additional economic demands. The role of world leader is an exhilarat-

ing one, but it is also one filled with considerable responsibility and economic cost.
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Indeed, the globalization of the economic system is making many Americans rethink
the desirability of major international involvement. American acceptance of this role
may also be waning as the costs (human and material) of involvement in Iraq and
Afghanistan and greater insecurity at home have turned more attention inward rather
than outward to the world.

The Trump administration willingly abdicated the world leadership that has char-
acterized the position of the United States. This willingness to give up leadership was
seen in the repudiation of the Paris Climate Accord®® and in withdrawing from the
World Health Organization in the midst of the pandemic. It also included undermin-
ing the relationships with North Atlantic Treaty Organization (NATO) and the eco-
nomic partners in the group of twenty (G-20) countries.

The Biden administration has sought to restore those international partnerships,
but has had to face an even more difficult world scene. The war in Ukraine, continued
threats of expansion by China, and war in the Middle East have placed great burdens

on the administration, and on the United States.

Summary

American public policy is the result of complex interactions among a number of com-
plex institutions. It also involves a wide range of ideas and values about what the goals
of policy should be and what are the best means of reaching them. In addition to the
interactions that occur within the public sector are the interactions with an equally
complex society and economy. Indeed, society is playing an increasingly important role
in policymaking and implementation, with public sector reforms placing increasing

emphasis on the capacity of the private sector to implement, if not make, public policy.

Making policy requires reaching some form of social and political consensus among
all these forces. There does not have to be full agreement on all the values and all the
points of policy, but enough common ground must be found to pass and implement
legislation. Building those coalitions can extend beyond reaching ideological agree-
ment to include bargaining and horse trading, which assign a central role to indi-
vidual policy entrepreneurs and brokers. There is so much potential for blockage and
delay in the American political system that some driving force may be needed to make

it function.

Copyright ©2026 by SAGE Publications, Inc.
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.



Copyright ©2026 by SAGE Publications, Inc.
This work may not be reproduced or distributed in any form or by any means without express written permission of the publisher.



Chapter 2
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The Structure of
Policymakingin
American Government

Learning Objectives

By the end of this chapter, the student will be able to

2.1  Review the concept of “federalism” and itsstructural characteristics as
practiced in the United States.

2.2 Describe the concept of “separation of powers,” its use in the United

States, and its effects on the policymaking process.

2.3 Discuss the concept of “subgovernments” and the forms they may take
in the policymaking process in the United States.

2.4  Compare public and private sector interests and organizations and the
intermingling of their roles in policymaking processes in the United
States.

2.5  Explain the evolution of the size and shape of the public sector in the
United States between 1950 and the early 2020s.

THE STRUCTURES THROUGH WHICH public policy is formulated, legitimated, and
implemented in the United States are extremely complex. It could be argued that
American government has a number of structures but no real organization, for the
fundamental characteristic of the structures is the absence of effective coordination
and control. The absence of central control is largely intentional. The framers of the
Constitution were concerned about the potential for tyranny of a powerful central
executive; they also feared the control of the central government over the states. The
system of government the framers designed divides power among the three branches of
the central government and further between the central government and state govern-
ments. As the system of government has evolved, it has become divided even further,

as individual policy domains have been able to gain substantial autonomy from central
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coordination. To understand American policymaking, therefore, we must understand
the extent of fragmentation existing in this political system and the (relatively few)
mechanisms devised to control that fragmentation and enhance coordination.

The fragmentation of American government presents some advantages. First, hav-
ing a number of decision-makers involved in every decision should reduce errors, as
all must agree before a proposal can become law or be implemented. The existence
of multiple decision-makers should also permit greater innovation both in the federal
government and in state and local governments. And as the framers intended, diffused
power reduces the capacity of central government to abuse the rights of citizens or
the interests of socioeconomic groups. For citizens, the numerous points of access to
policymaking permit losers at one level of government or in one institution to become
winners at another point in the process.

Americans also pay a price for this lack of policy coherence and coordination. It is
sometimes difficult to accomplish anything, and elected politicians with policy ideas
find themselves thwarted by the large number of decision points in the policymaking
system. The policymaking situation in the United States has been described as grid-
lock, in which the different institutions block one another from developing and enforc-
ing policies.! The crisis provoked by the attacks of September 11,2001, eliminated that
gridlock for a short period, but it soon returned, even in some aspects of national secu-
rity. For example, the USA PATRIOT Act could not be renewed in late 2005 because
of sharp partisan differences over domestic wiretapping. The Biden administration
was able to pass several major pieces of legislation to attempt to overcome the effects of
the pandemic, but not with the ease that might have been expected. Even a government
that has all three actors—House of Representatives, Senate, and president—controlled
by the same party may still have difficulties in legislating. This is especially true when
the president is an outsider and not well integrated with his party. In the second Trump
administration the loyalty, or fear, of Congressional Republicans has allowed the exec-
utive and legislative branches to work more smoothly together.

The division of government into many separate policy fiefdoms also means that pro-
grams may cancel one another out. For example, progressive (if decreasingly so) federal taxes
and regressive state and local taxes combine to produce a tax system in which most people
pay about the same proportion of their income as tax. The surgeon general’s antismoking
policies and the few remaining Department of Agriculture’s tobacco subsidies attempt to
please both pro- and anti-tobacco interests. The apparent inability or unwillingness of poli-
cymakers to choose among options means that policies will be incoherent, and that because
potential conflicts are resolved by offering every interest in society some support from the
public sector, taxes and expenditures are higher than they might otherwise be.

We have already mentioned the divisions that exist in American government. We
now look at the more important dimensions of that division and the ways in which
they act and interact to effect policy decisions and real policy outcomes for citizens.
Divided government and gridlock have become standard descriptions of American gov-

ernment, and their impact as well as that of federalism must be considered in analyzing
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the way in which policy emerges from the political system. But we should be careful to
understand the extent to which gridlock really exists as more than simply a convenient
description of institutional conflict—some periods of divided government were able to

produce effective governance.

Federalism

The most fundamental division in American government traditionally-has been
federalism or the constitutional allocation of governmental powers between the federal
and state governments. This formal, constitutional allocation at once reserves all pow-
ers not specifically granted to the federal government to the states (Ninth and Tenth
Amendments) and establishes the supremacy of federal law when there are conflicts
with state and local law (Article 6). Innumerable court cases have resulted from this
somewhat ambiguous division of powers among levels of government.

By the first decades of the twenty-first century, American federalism had changed
significantly from the federalism described in the Constitution. The original consti-
tutional division of power assumed that certain functions of government would be
performed entirely by the central government, and other functions would be carried
out by state or local governments. In this“layer cake” federalism, or separated powers
model, the majority of public activities were to be performed by subnational govern-
ments, leaving a limited number of functions, such as national defense and minting
money, as the responsibility of the federal government.?

As the activities of government at all levels expanded, the watertight separation
of functions broke down, and federal, state, and local governments became involved
in many of the same activities. The layer cake then was transformed into a “marble
cake,” with the several layers of government still distinct but no longer horizontally
separated. This form of federalism still involved intergovernmental contacts through
central political officials. The principal actors were governors and mayors, and inter-
governmental relations remained on the level of high politics, with the representatives
of subnational governments acting as supplicants for federal aid. Furthermore, in this
form of federalism, the state government retained its role as intermediary between the
federal government and local governments.

Federalism evolved further from a horizontal division of activities into a set of ver-
tical divisions. Whereas functions were once neatly compartmentalized by level of gov-
ernment, the major feature of “picket fence” federalism is the development of policy
subsystems defined by policy rather than level of government.? Thus, many significant
decisions about health policy are made by specialized networks involving actors from
all levels of government and from the private sector. Those networks, however, may
be relatively isolated from other subsystems making decisions about highways, educa-
tion, or whatever. The principal actors in these subsystems frequently are not political

leaders but administrators and substantive policy experts. Local health departments
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work with state health departments and with the Department of Health and Human
Services (HHS) in Washington in making health policy, and these experts are not
dependent on the intervention of political leaders to make the process function.

In many ways, it makes little sense to discuss federalism in its original meaning;
it has been argued that contemporary federalism is as much facade as picket fence.
A term such as intergovernmental relations more accurately describes the complex crazy
quilt of overlapping authority and interdependence among levels of government than
does a more formal, constitutional term such as ﬁdemlz’sm.4 In addition to being more
oriented toward administrative issues than high politics, contemporary intergovern-
mental relations are more functionally specific and lack the coherence that might result
if higher political officials were involved in the principal decisions. Thus, as with much
of the rest of American politics, intergovernmental relations often are without the
mechanisms that could generate effective policy control and coordination.

Despite the complexity, overlap, and incoherence that exist in intergovernmental
relations, one can still argue that centralization has increased in the federal system5
The degree of dependence of state and local governments on federal financial sup-
port for their services has varied over the past several decades. The Reagan adminis-
tration reduced federal support for state and local activities, especially social services,
but the level of federal support has been creeping back up (see Table 2.1). The increase
of federal support is driven in part by the rapid increase in Medicaid spending.® The
Affordable Care Act expanded Medicaid spending for those states that accepted the
expansion, but it was financed almost entirely by federal funds.

Along with financing comes increased federal control over local government activi-
ties. In some cases, that control is absolute, as when the federal government mandates
equal access to education for those with disabilities or establishes water quality stan-
dards for sewage treatment facilities. In other instances, controls on state and local gov-
ernments are conditional; based on the acceptance of a grant: If a government accepts
the money, it must accept the controls accompanying that money.

In general, the number and importance of mandates on state and local govern-
ments and the conditions attached to grants have been increasing. For example, the
Department of Health and Human Services threatened to cut off funding for immu-
nization and other public health programs in states that did not implement restric-
tions.on procedures performed by doctors and dentists with AIDS. The second Trump
administration has also withdrawn money from states for not supporting its priorities,
especially with respect to trans-gender individuals. Even the existence of many federal
grant programs may be indicative of subtle control from the center, inasmuch as they
direct the attention and especially the money of local governments in directions they
might not otherwise have chosen.

In addition to controls exercised through grants, the federal government has
increased its controls over subnational governments through intergovernmental regu-
lation and mandating. Regulations require the subnational government to perform a

function such as wastewater treatment, whether or not there is federal money available
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to subsidize the activity. These regulations are certainly intrusive and can be expensive
for state and local governments. Even when the mandates are not expensive and are
probably effective, such as the requirement that states raise the minimum drinking
age to twenty-one or lose 5 percent of their federal highway money, they can still be
perceived as “federal blackmail” of the states.”

The Unfunded Mandates Reform Act of 1995 requires the Congressional Budget
Office to estimate the mandated costs of legislation reported out of committee in
Congress. This provision by no means outlaws federal mandates, but it does require
that members of Congress at least know what they are doing to the states and localities
when they pass legislation. That measure did not affect existing mandates, nor will
the federal government have to pay the bill for those mandates. Conservatives believed
that in practice the legislation has been largely toothless,® while liberals believed that
environmental and consumer standards were in danger of being undermined. The No
Child Left Behind program of President George W. Bush imposed potentially huge
costs on the states and localities (for testing and for supporting students in “failing
schools”) with little funding attached. The Obama administration loosened controls
over the states in this program, but there are still significant educational requirements
imposed,’ and the Trump administration has not altered those educational mandates
(see Chapter 13).

One factor complicating intergovernmental relations has been the proliferation
of local governments in the United States. Asfiscal constraints on local governments
have caused problems for mayors and county commissioners, new local governments
have been created to circumvent those restrictions. States frequently restrict the level
of taxation or bonded indebtedness of local governments, but when a local govern-
ment reaches its legal limit, it may simply create a special authority to undertake some
functions that the general-purpose local authority formerly carried out. For example,
as Chicago faced severe fiscal problems in 2005, it sold its Skyway toll road to a private
contractor; it leased Midway Airport to combat the financial crisis of 2008.

An average of almost five hundred local governments are created every year,
primarily special districts to provide services, such as transportation, water, sewer-
age, fire protection, and other traditional local government services.!® The new
special-purpose” governments, which multiply the problems of coordination,
may frustrate citizens who want to control tax levels but find that every time they
limit the power of one government, a new one is created with more fiscal powers.
These districts also present problems of democratic accountability. The leaders of
special-purpose governments often are not elected, and the public can influence their
actions only indirectly through the cities and counties that appoint the boards of the
special-purpose authorities.!!

Despite its fragmented structure, the American federal system centralizes power
more than was planned when the federal system was formed. The grant system has
been purchasing a more centralized form of government, although the shift in power

appears to have come less from power hunger on the part of federal bureaucrats and
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politicians than from the needs to standardize many public services and to promote
greater equality for minorities. Furthermore, even if federal programs are intended
to be managed with no strings attached, there is a natural tendency, especially in
Congtess, to monitor the expenditure of public funds to ensure that the money is used
to attain the desired goals. In an era in which the accountability of government is an
increasingly important issue, monitoring is likely to increase in intensity, even when
Republican members of Congress stress the need to limit federal power.

The Obama administration also tended to centralize, although not without afew
comments on the sort of federalism that it would find most congenial; in large part,
this centralization has been the result of the fiscal crisis beginning in 2008 and the
poor condition of state and local finances. For example, the Stimulus Package of 2009
provided billions of dollars to state and local governments to supportinfrastructure
programs and some service delivery in areas such as education. Likewise; the passage of
the Affordable Care Act placed the federal government in a much more central position
in health care, including a significant expansion of Medicaid, a program run by the
states with federal subsidies.

The first Trump administration expressed a general interest in returning more
powers to the state and local governments, but the failure of various attempts at repeal-
ing Obamacare and the general absence of legislative action in the first years of the
administration did not yield any such shifts. That inaction at the federal level did,
however, move more responsibility down.to the state level. The states, for example,
have been innovating in health care even when the federal government has not been
able to act. And inaction in the COVID-19 pandemic forced the states to become the
leaders in coping with the crisis, at least until the more active approach of the Biden
administration. In the second Trump administration, the downsizing the federal gov-

ernment will mean thaestates and localities will have to assume many new duties.

Separation of Powers

The second division of American government exists within the federal government
itself~and within most state and local governments as well. The Constitution dis-
tributes the powers of the federal government among three branches, each capable of
applying checks and balances to the other two. In addition to providing employment
for constitutional lawyers, this division of power has a substantial impact on public
policies. In particular, the number of “veto points” in the federal government alone
makes adopting any policy difficult and preventing change relatively easy.!? It also
means, as we mentioned when discussing the incoherence of American public policy,
that the major task in making public policy is forming a coalition across a number of
institutions and levels of government. Without “legislating together” in such a coali-
tion, either nothing will happen or the intentions of a policymaker will be modified

substantially in the policy process.!?
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The president, Congress, and the courts are constitutionally designated institu-
tions that must agree to a policy before it can be fully legitimated. The bureaucracy,
although it is only alluded to in the Constitution, is now also a force in the policy
process with which elected politicians must contend. Despite its conservative and
obstructionist image, the bureaucracy is frequently the institution most active in
promoting policy change, as a result of government workers’ close connections with
the individuals and interests to which they provide services as well as their own
ideas about public policy.'* The bureaucracy is also given latitude to elaborate con-
gressional legislation as well as to adjudicate the application of laws within each
policy area."

The bureaucracy—or, more propetly, the individual agencies of which it is com-

16 The desired legislation

posed—has interests that can be served through legislation.
may only expand the budget of an agency, but it usually has a broader public policy
purpose as well. Administrative agencies can, if they wish, also impede policy change
or perhaps even block it entirely. Almost every elected or appointed politician has expe-
rienced delaying tactics by nominal subordinates who disagree with a policy choice
and want to wait until the next election or cabinet change to see if someone with more
compatible policy priorities will come into office. The permanence of the bureaucrats,
along with their command of technical details and of the procedural machinery, pro-
vides bureaucratic agencies much more power over public policies than one would
assume from reading formal descriptions of government institutions. It has become
increasingly evident that agencies may drive the congressional agenda almost as much
as Congress shapes the agenda of the agencies.!” These potential conflicts between
political leaders and bureaucrats were exacetbated during the first Trump administra-
tion and — given attacks on the “administrative state” during the 2024 campaign sea-
son—are being exacerbated during the second Trump administration.!® The so-called
Department of Government Efficiency has generated massive personnel cuts in many
federal organizations, so that the bureaucracy may well be incapable of fully adminis-
tering their programs.

The institutional separation in American government has led to a number of
critiques based on the concept of divided government.!”” Those critiques argue that
American government is incapable of being the decisive governance system required
in the twenty-first century and that some means must be found of generating coherent
decisions. This has been an issue especially when the presidency and Congress have
been controlled by different political parties, as they were during the second half of
both President Obama’s and President Trump’s first administrations. In both cases,
there were also divisions within their own parties that made policymaking difficult.
Despite the impacts of divided government, David Mayhew, Charles O. Jones, and
other scholars have argued that the system can govern effectively: make decisions and
even rapidly apply or deploy policy innovation.?

Whether the policymaking system is efficient or not, one principal result of the

necessity to form coalitions across a number of institutions is the tendency to produce
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small, incremental changes rather than major revamping of policies.?! This might be
described as policymaking by the lowest common denominator. The need to involve
and placate all institutions within the federal government and perhaps state and local
governments as well means that only rarely can there be more than minor changes in
the established commitments to clients and producer groups if the policy change is to
be successful.?? The resulting pattern of incremental change has been both praised
and damned. It has been praised for providing stability and limiting errors that might
result from more significant shifts in policy. If only small policy changes are madeand
those changes do not stray far from previously established paths, then it is unlikely that
major mistakes will be made.

Incremental change is perfectly acceptable if the basic patterns of policy are
acceptable, but in some areas such as health care and mass transportation; a majority of
Americans have said (at least in polls) that they would like some significant change.?
Incremental solutions are also unlikely to be successful in dealing with complex, fun-
damental changes such as those needed to deal with climate change. The existing
system of policymaking appears to produce major desired changes only with great
difficulty; the increasing partisanship in Congress has made change—even repeal
of existing programs—more difficult. In addition, the reversibility of small policy
changes, assumed to be an advantage of incrementalism, is often overstated.24 Once
a program is implemented, a return to the conditions that existed before the policy
choice is often difficult. Clients, employees, and organizations are created by any pol-
icy choice, and they usually will exert powerful pressures for the continuation of the
program.?’

The division of American government by the constitutional separation of pow-
ers doctrine creates a major institutional confrontation at the center of the federal
government. Conflicts between the president and Congress over such matters as war
powers, executive privilege, and the budget also test and redefine the relative pow-
ers of institutions. These conflicts became more apparent in 2014 when President
Obama used an executive order to delay deportation of a number of illegal immi-
grants, and later similar conflicts occurred numerous times in the Trump admin-
istration. Is the modern presidency inherently imperial, or is it subject to control by
Congtess and the courts? The early days of the second Trump administration would
seem to answer “yes” to that question, as the President’s multiple executive orders have
generally not engendered major pushbacks in the Republican controlled Congress (at
least not as of this writing). Does too much checking by each institution of the others
generate gridlock and indecision? Likewise, can the unelected Supreme Court have
as legitimate a rulemaking role in the political system as the elected Congress and
president, especially when its political neutrality is questioned??® Do the regulations
made by the public bureaucracy really have the same standing in law as the legisla-
tion passed by Congress or decrees coming from the court system??” These questions
posed by the separation of powers influence substantive policy as well as relationships

among the institutions.
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Subgovernments

A third division within American government cuts across institutional lines within the
federal government and links it directly to the picket fence of federalism. The results
of this division have been described variously as iron triangles, silos, whirlpools, and
subgovernments.”® The underlying phenomenon that these terms describe is that the
federal government rarely acts as a unified institution making integrated policy choices
but tends instead to endorse the decisions made by portions of the government. Each
functional policy area tends to be governed as if it existed in splendid isolation from the
remainder of government, and frequently, the powers and legitimacy of government
are used to advance individual or group interests rather than a broader public interest.>’

Three principal actors are involved in the iron triangles still so relevantfor explain-
ing policymaking in the United States. The first is the interest group, which wants
something from government, usually a favorable policy decision, and must attempt to
influence the institutions that can act in its favor. Fortunately for the interest group, it
usually need not influence all of Congress or the entire executive branch but only the
relatively small portion concerned with its particular policy area. Labor unions do not
need to influence all of government on labor law, they need to influence agencies in the
Department of Labor, and the relevant labor committees in both houses of Congress,
as well as the relevant subcommittees of the Appropriations Committees. In addition
to the usual tools of information and campaignfunds, interest groups have an impor-
tant weapon at their disposal: votes. They represent organizations of interested indi-
viduals and can influence, if not deliver, votes for a representative or senator. Interest
groups such as unions also have research staffs, technical information, and other sup-
port services that, although their outputs must be regarded with some skepticism, may
be valuable resources for members of Congress or administrative agencies seeking to
influence the policy process.

The second component of these triangular relationships is the congressional com-
mittee or subcommittee. These bodies are designated to review suggestions for legisla-
tion in a policy area and to make recommendations to the whole Senate or House of
Representatives. An appropriations subcommittee’s task is to review expenditure rec-
ommendations from the president then to make its own recommendations for appro-
priations to the entire committee and to the whole chamber. Several factors combine
to'give these subcommittees substantial power over legislation. First, subcommittee
members develop expertise over time, and they are often regarded as more competent
to make decisions concerning a policy than the whole committee or the whole house.*
Norms have also been developed that support subcommittee decisions for less ratio-
nal and more political reasons.>! If the entire committee or the entire house were to
scrutinize any one subcommittee’s decisions, it would have to scrutinize all such deci-
sions; then each subcommittee would lose its powers. These powers are important to
individual Congress members because each wants to develop their own power base in

a subcommittee or perhaps the entire committee. The time limitations imposed by the
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huge volume of policy decisions that Congress makes each year also mean that accept-
ing a subcommittee’s decision may be a rational means of reducing the workload of
each individual legislator.

Congressional subcommittees are not unbiased; they tend to favor the very inter-
ests they are intended to oversee and control. The reason is largely that the Congress
members serving on a subcommittee tend to represent constituencies whose interests
are affected by the policy in question. As one analyst argued, “A concerted effort is
made to ensure that the membership of the subcommittee is supportive of the goals of
the sub-government.”*? For example, in 2017, the members of the Energy and Mineral
Resources Subcommittee of the House Resources Committee included representa-
tives from the energy-producing states of Texas (4); California, Louisiana (2); West
Virginia, Alaska, Pennsylvania, Ohio, and Oklahoma (1); and from the mining states
of Arizona, Colorado, and Nevada. This pattern is not confined to natural resources.
The Housing and Community Development Subcommittee of the House Banking,
Finance, and Urban Affairs Committee has representatives from all the major urban
areas of the United States.

These patterns of committee and subcommittee membership are hardly random;
having the right memberships enhances the ability of members of Congress to deliver
benefits to constituents as well as foster their familiarity with the substantive issues of
concern to their constituents.>> Subcommittee members also develop patterns of inter-
action with the administrative agencies over which they exercise oversight. Individual
members of Congress and agency officials may discuss policy with one another and
meet informally. As both parties in these interactions tend to remain in Washington
for long periods, the same Congressmen and officials may interact for many years.
The trust, respect, or simple familiarity this interaction produces further cements the
relationships between committee members and agency personnel, and it also tends to
insulate each policy area from meddling by outside interests.

Obviously, the third component of the iron triangle is the administrative agency,
which, like the pressure group, wants to promote its interests through the policymak-
ing process. The principal interests of an agency are its survival and its budget. The
agency need not be, as is often assumed, determined to expand its budget—it may wish
merely'to retain its fair share of the budget pie as it expands or contracts.>* Agencies are
not entirely self-interested; they also have policy ideas that they wish to see translated
into operating programs, and they need the congressional committee or subcommittee
for that to happen. They also need the support of organized interests in the process.

Each actor in an iron triangle needs the other two to reach its goal, and the style
that develops is symbiotic. The pressure group needs the agency to deliver services
to its members and to provide a friendly point of access to government. The agency
needs the pressure group to mobilize political support for its programs among the
affected clientele. Letters from constituents to influential representatives and senators
must be mobilized to argue that the agency is doing a good job and could do an even

better job if given more money or a certain policy change. The pressure group needs
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the congressional committee again as a point of access and as an internal advocate
in Congress. And the committee needs the pressure group to mobilize votes for its
members and to explain to group members how and why they are doing a good job in
Congress. The pressure group can also be a valuable source of policy ideas and research
for busy politicians. Finally, the committee members need the agency as an instru-
ment for producing services to their constituents and for developing new policy initia-
tives. The agency has the research and policy analytic capacity that Congress members
often lack, so committees can profit from their association with the agencies. And the
agency obviously needs the committee to legitimate its policy initiatives and provide
it with funds.

All the actors involved in a triangle have similar interests. In many ways, they all
represent the same individuals, variously playing the roles of voter, client,-and organi-
zation member. Much of the domestic policy of the United States can be explained by
the existence of functionally specific policy subsystems and by the absence of effective
central coordination. This system of policymaking has been likened:to feudalism, with
the policies being determined not by any central authority but by aggressive subordi-
nates—the bureaucratic agencies and their associated groups and committees. Both
the norms of policymaking and the time constraints of political leaders tend to make
central coordination and policy choice difficult. The president and his staff (especially
the Office of Management and Budget) are in the best organizational position to exer-
cise such control, but the president must serve politicalinterests, just as Congress must,
and he faces an even more extreme time constraint. Thus, decisions are rarely reversed
once they have been made within thedron triangle, except in a crisis. For example,
following the 2001 terrorist attacks, there was pronounced movement toward greater
presidential control over a range of organizations and less separation among the policy
subsystems. That change was most pronounced in the area of homeland defense, but to
some degree, all organizations in government have become less particularistic.

One effect of thesubdivision of government into a number of functionally spe-
cific subgovernments is the incoherence in public policy already mentioned. Virtually
all societal interests have their own agencies, and there are few attempts to make
encompassing policy choices. These functional subgovernments at the federal level are
linked with functional subsystems in intergovernmental relations—the picket fences
described earlier. The result of this segmentation of decision-making is that local gov-
ernments and citizens alike may frequently receive contradictory directives from gov-
ernment and may become cynical about the apparent inability of their government to
make up its mind.

A second effect of the division of American government into subgovernments has
been the growing number of official actors involved in any one policy area. The prolif-
eration of actors in part reflects the numerous interactions within the public sector and
between the public and private sectors, in the formulation and implementation of any
public policy. For an issue area such as health care, the range of organizations involved

is not confined to those labeled /ealth but includes social welfare, nutritional, housing,
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educational, and environmental organizations that have important implications for
citizens health.?> But the involvement of an increasing number of public organizations
in each issue area also reflects the lack of central coordination, which allows agencies to
gain approval from friendly congressional committees for expansion of their range of
programs and activities.

From time to time, a president will attempt to streamline and rationalize the deliv-
ery of services in the executive branch, and in the process, he generally encounters
resistance from agencies and their associated interest groups. For example, when cre-
ating the cabinet-level Department of Education, President Jimmy Carter sought to
move the educational programs of the (then) Veterans Administration (VA) into the
new department.’® In this attempt, he locked horns with one of the best organized
and most powerful iron triangles in Washington—the Veterans Administration, vet-
erans organizations, and their associated congressional committees. The president lost.
Subsequently, the veterans lobby was sufficiently powerful to have the VA elevated
to a cabinet-level department. Presidents do not alwayslose: President Clinton was
able to downsize or eliminate several organizations, during implementation of his
National Performance Review, including several that had substantial political clien-
teles.’” George W. Bush also was successful in a massive reorganization to create the
Department of Homeland Security, but that reform has not produced most of the
results desired.?®

As easy as it is to become enamored of the idea of iron triangles in American gov-
ernment—they do help explain many of the apparent inconsistencies in policy when
viewed broadly—there is some evidence that the iron in the triangles is becoming
rusty.>> More groups are now involved in making decisions, and it is more difficult to
exclude interested parties, leading Chatles O. Jones to describe the current pattern as
“big sloppy hexagons™rather than “cozy little triangles.”® For example, debates over
health care reform include not just representatives of the medical professions, the hos-
pitals, and health insurers but also a range of other interests, such as small business,
organized religion, organized labor, and senior citizens. A simple internet search on
most any policy issue will reveal a wide range of groups expressing their views and
attempting to influence public—and congressional—opinion.!

The concepts of issue networks and policy communities involving large numbers of
interested parties, each with substantial expertise in the policy area, now appear more
descriptive of policymaking in the United States as well as other industrialized democ-
racies.*? These structures of interest groups surrounding an issue are less unified about
policy than were the iron triangles, and they may contain competing ideas and types of
interests to be served through public policy—the tobacco subsystem has been invaded
and virtually conquered by health care advocates. There has been some rusting of the
iron in the triangles, but the indeterminacy and lack of coherence of networks make
them less valuable in the day-to-day work of governing.*3

American government, although originally conceptualized as divided vertically

into levels, is now also understood as divided horizontally into a number of expert and
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functional policy subsystems. These virtually feudal subsystems divide the authority of
government and attempt to appropriate the mantle of the public interest for their own
more private interests. Few of the actors making policy, if any, have any interest in alter-
ing these stable and effective means of governing. The system is effective politically
because it results in the satisfaction of most interests in society, although those without
effective organizations may be excluded. It also links particular politicians and agen-
cies with the satisfaction of those interests, thereby ensuring their continued political
success.

The basic patterns of decision-making in American politics have been /logrolling
and the pork barrel, through which, instead of clashing over the allocation of resources,
actors minimize conflict by giving one another what they want. For example, instead
of contending over which river and harbor improvements will be authorized in-any
year, Congress has tended to approve most proposals, so most members can claim to
have produced something for the folks back home. Or Congress members from farm-
ing areas may trade positive votes on urban development legislation for support of
farm legislation by inner-city Congress members. This pattern helps incumbents to be
reelected, but it costs taxpayers a great deal more than would a more selective system.

Although logrolling tends to spread benefits widely, being directly involved in the
decision-making subsystem tends to produce more benefits for Congress members and
their constituents. That could be seen easily in the distribution of funds from the 2005
SAFE Transportation Equity Act. This act provided a good deal of highway spend-
ing for all the American states but tended to favor the states and congressional dis-
tricts represented on the transportation committees in both houses of Congress (see
Table 2.2). The most famous example of this pork barrel spending was a bridge to a
sparsely populated island in Alaska, which became a symbol of federal waste and con-
gressional excess. Also, adding “earmarks,” or special spending provisions for constitu-
encies, to bills has come under increased scrutiny following the 2006 investigations of

lobbying. 44

Table2.2 = Per Capita Appropriations in Highway Bill of 2005,

by Representation on Congressional Transportation
Committees

No representatives One representative Multiple representatives

$31.78 $43.56 $48.36

Logrolling and pork barrel policymaking are very effective as long as there is suf-
ficient wealth and economic growth to pay for subsidizing large numbers of public
programs.”> Nevertheless, this pattern of policymaking was one (but by no means
the sole) reason for the federal government’s massive continuing deficits, and it

appears that it can no longer be sustained comfortably. Various attempts at budget
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reform have endeavored to make pork barrel politics more difficult. In particular, the
PAYGO system in Congtess, by requiring consideration of alternative uses of money
or an alternative source of revenue, made it more difficult, at least for a while, for
Congress to spend (see Chapter 7). That system has, however, been one of the victims
of COVID-19 as programs’ funds have been authorized without clear ideas of how
they will be funded.

Even these patterns of decision-making in Congress have, however, been eroded by
the polarization of Congress, and American politics more generally. The two parties
are deeply divided from each other, and are further divided internally. The inability
of the parties to cooperate with one another, or even to deliver their own members
for votes, has been making policymaking extremely challenging.® The economic
difficulties following the pandemic did produce some major legislation such as the
Inflation Reduction Act, but that is the exception rather than the rulefor contempo-

rary American government.

Democratic members of the Georgia congressional delegation hold a
press conference on the pending passage of the $1.9 trillion COVID-19
stimulus package on March 10, 2021.

Bill Clark/CQ-Roll Call, Inc via Getty Images

Public and Private

The final qualitative dimension of American government that is important in under-
standing how contemporary policy is made is the increasing confusion of public and
private interests and organizations. These two sets of actors and actions have now
become so intermingled that it is difficult to ascertain where the boundary between
the two sectors lies. The leakage across the boundary between the public and private
sectors, as artificial as that boundary may be, has been occurring in both directions.
Activities that once were almost entirely private now have greater public sector involve-

ment, although frequently through quasi-public organizations that mask the real
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involvement of government. Functions that are nominally public have significantly
greater private sector involvement., although that involvement may also be disguised.
The growth of institutions for formal representation of interest groups and imple-
mentation of policy by interest groups has given those groups perhaps an even more
powerful position in policymaking than that described when discussing iron triangles.
Instead of vying for access, interest groups have gained formal access and can exert a
legitimate claim to their position in government.

The other major component of change in the relationship between public and pri-
vate has been the privatization of public activities.*” The United States traditionally
has had an antigovernment ethos, especially at the federal level.#® At the state and local
levels, a large number of functions—hospitals, garbage collection, janitorial services,
and even prisons—have been contracted out or sold off as a way to reduce the costs of
government.*’ In the administration of George W. Bush, the most evident privatiza-
tion trend was the opening of federal land to private mining and forestry, and that
was extended significantly in the Trump administration The Biden administration
reversed some of those sales, and has placed more land under federal control to pre-
vent exploitation, although the extent to which those reversals will continue has been
brought into question by Donald Trump’s successful 2024 presidential campaign.

The blending of public and private is reflected to some degree in employment.>
Table 2.3 shows public employment in twelve policy areas as well as the changes that
occurred from 1970 to 2010. By 1980, for example, only education comprised more
than 80 percent public employees, and that percentage was dropping. Even two pre-
sumed public monopolies—defense and police protection—had significant levels
of private employment. The two policy areas differ, however, in the form of private
employment. Defense employment in the private sector comes from production of
goods and services that the armed forces use, whereas in policing, private police officers

actually provide the service.

Table 2.3 = Percentages of Public Employment in Selected Policy

Areas, 1990-2022

Policy area

1990 2000 2010 2022
83 82 79 77

Education

Postal service? 70 62 66 66
HighwaysP 62 61 58 55
Tax administration®© 55 40 39 36
Policed 56 55 55 51
Defense® 62 63 68 69
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Policy area 1990 2000 2010 2022
Social services' 32 23 24 21
Transportation 34 31 32 36
Health 37 33 37 41
Gas/electricity/water 24 17 13 12
Banking 1 1 1 1
Telecommunications 1 1 1 1

Sources: Bureau of the Census, Census of Governments, quinquennial; Department of Defense, Defense
Manpower Statistics, annual; Employment and Training Administration, Annual Report.

a. Private sector counterparts are employees of private services, couriers, and so forth.
b. Private sector counterparts are employed by highway construction contracting firms.

c. Private sector counterparts are tax accountants and staffs, H&R Block employees, and so forth,
some only seasonal.

d. Private sector counterparts are security guards, private police, and so forth.
e. Private sector counterparts are employed by military suppliers.

f. Private sector counterparts are employed in social work and philanthropy, many only part-time.

The development of mechanisms for direct involvement of interest groups in pub-
lic decision-making is frequently referred to as corporatism, neocorporatism, or network
governance.”® These terms refer to the representation in politics of members of the polit-
ical community, not as residents of a geographical area but as members of functionally
defined interests in the society—Ilabor, management, farmers, students, the elderly, and
so forth. Associated with this concept of representation is the extensive use of interest
groups both as instruments of input to the policy process and as means of implement-
ing public policies. The United States is a less corporatist political system than most
industrialized democracies but still has corporatist elements. Most urban programs
mandate the participation of community residents and other interested parties in
decision-making. Crop allotment programs of the US Department of Agriculture have
used local farmers’ organizations for monitoring and implementation, and fishing quo-
tas are negotiated with local fishery management councils.’> County medical societies
have been used as professional service review organizations for Medicare and Medicaid
and the Affordable Care Act, checking on the quality and cost of services; and medical
and legal associations license practitioners on behalf of government. In addition, as of
the early twenty-first century, there were approximately 6,500 advisory bodies in the
federal government, many containing substantial interest group representation.>

A number of other organizations also implement public policy. For example, when
cabin attendants in an airplane require passengers to fasten their seat belts, they are

implementing Federal Aviation Administration policies. Universities are required
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to help implement federal drug policies (by requiring statements of nonuse by new
employees) and federal immigration policies (by requiring certification of citizenship
or immigration status). Manufacturers of numerous products must implement federal
safety and environmental standards (e.g., installing seat belts and pollution-control
devices in automobiles), or they cannot sell their products legally.

The increasing use of quasi-public organizations, changes in the limited corporat-
ist approach to governance in the United States, and privatization (largely through
contracting) raises several questions concerning responsibility and accountability in
government. These changes involve use of public money and, more important, the
name of the public by groups and for groups that may not be entirely public. In an era
when citizens are attempting to exercise greater control over their governments, the
development of these forms of policymaking “at the margins of the state” may be an
understandable response to financial constraints but may exacerbate underlying prob-

lems of public loss of trust and confidence in government.

The Size and Shape of the Public Sector

We have looked at some qualitative aspects of the contemporary public sector in the
United States. What we have yet to do is examine the size of that public sector and
the distribution of funds and personnel among the various purposes of government.
As was pointed out, drawing clear distinctions between public and private sectors in
the mixed-economy welfare state is difficult and growing more difficult, but we will
concentrate on the expenditures and personnel that are clearly governmental. As these
figures include only those expenditures and employees that are clearly public, they
inevitably understate the size and importance of government in the United States. The
understatement is perhaps greater for the United States than would be the case for
other countries because of government’s attempts to hide the extent of its involvement
in the private sector.”*

Table 2.4 contains information about the changing size of the public sector in
the United States, since the post—World War II era, and the changing distribution of
expenditures and employment.”> Most obvious in this table is that the public sector
in the United States has indeed grown, with expenditures increasing from less than
one-quarter to more than one-third gross national product. Likewise, public employ-
ment has increased from 11 percent of total employment to over 14 percent. The rela-
tive size of the public sector, however, has decreased from the mid-1970s, especially
in terms of the percentage of employment. Although the number of public employees
increased by over four and a half million from 1990 to 2020, government’s share of
total employment declined, despite the increasing employment at the state and local
levels. There was a slight increase at the end of this period, due in part to declining pri-
vate employment in the recession. Government in the United States is large, but it does
not appear to be the ever-increasing Leviathan that its critics portray it to be.>®
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It is also evident that growth levels of public expenditures are more than twice as
large, relative to the rest of the economy, as public employment figures. Public expen-
ditures as a share of gross national product have continued to increase, and in 2020
increased rapidly because of the pandemic. The differences relative to the private sector
and the differences in the patterns of change are largely the results of transfer programs,
such as Social Security, which involve the expenditure of large amounts of money but
require relatively few administrators. In addition, purchases of goods and services from
the private sector (for example, the Department of Defense’s purchases of weapons from
private firms) involve the expenditure of large amounts of money (over $400 billion in
2020) but generate little or no employment in the public sector. These purchases do, how-
ever, generate millions of jobs in the private sector.”” From these data it appears that some
portions of “big government” in the United States are more controllable than others.

The distribution of expenditures and employment among levels of government
also has been changing. In 1950, the federal government spent 64 percent of all pub-
lic money and employed 33 percent of all public employees. By 2020, the federal
government spent approximately 60 percent of all public money but employed only
10 percent of all civilian public employees. The remarkable shift in employment rela-
tive to a rather stable distribution of expenditures is again in part a function of the
large federal transfer programs, such as Social Security. It also reflects the expansion of
federal grants to state and local governments and the ability of the federal government
to borrow money to meet expenditure needs, in contrast to the requirement that state
and local governments balance their budgets.

In addition, the programs that state and local governments provide—education,
social services, police and fire protection—are labor intensive. The major
labor-intensive federal ‘program, defense, had declining civilian and uniformed
employment even before the apparent end of the Cold War in the late 1980s. These
data appear to conflict somewhat with the popular characterization of the federal gov-
ernment as increasingly important or intrusive in American economic and social life.
Although it is a large institution, employing over four million people when the armed
forces ate included, its level of employment actually had been declining, absolutely as
well as relatively, and the major growth of government employment was occurring at
the state and local levels. The increased emphasis on security, at home and abroad, in
response to the terrorist attacks of 2001 is shifting more employment to the federal
government, both in the military and in homeland security, but the major action in
public employment is at the state and local levels.

Another factor in the federal government’s declining share of employmentis the shift
from defense programs toward social programs. In 1952, national defense accounted for
46 percent of all public expenditures and for 49 percent of all public employment. By
2020, defense had been reduced to 7 percent of all spending and less than 3 percent
of public employment. By contrast, a panoply of welfare state services (health, educa-
tion, and social services) accounted for 20 percent of public expenditures in 1952 and

24 percent of public employment. By 2020, these services accounted for 70 percent of
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spending and 55 percent of all public employment. Within the welfare state services,
education has been the biggest gainer in employment, with more than seven million
more employees in 2009 than in 1952. Social Security programs alone increased their
spending by well over $400 billion during that time period. The United States is often
described as a “welfare state laggard,” but the evidence is that although it is still behind
most European nations in the range of social services, a marked increase has been occur-
ring in the social component of American public expenditures and employment.

It was argued that the landslide victories of the Republican Party in the presidential
elections from 1980 to 1988 and even the narrow victories in 2000 and 2004 were a repu-
diation of that pattern of change and that they should have produced little increase—or
actual decreases—in public spending for social programs. There was a slight relative
decrease in social spending from 1980 to 1992—in part a function of increasing expen-
ditures for other purposes, such as interest on the public debt—but sustained decreases
remain difficult to obtain. Most social programs are entitlement programs, and once a
citizen has been made a recipient of benefits or has made the insurance contributions
to Social Security, future governments find it difficult to remove those benefits. This is
especially true of programs for the retired elderly, as they cannot be expected to return
to active employment to make up losses in benefits, and unfortunately for budget cut-
ters, public expenditures are increasingly directed toward the elderly. For example, in
2020, approximately 56 percent of the federal budget went to programs (Social Security,
Medicare, housing programs, and so forth) for the elderly. As the American popula-
tion continues to grow older, spending for this social group will increase. What is true
in particular for the elderly is true in general for all entitlement programs, and reduc-
ing the size of the government’s social budget will be difficult indeed. In particular,
the increased role of the federal government in health care is likely to expand the level
of social spending. The Trump administration elected in 2024 is undertaking more
sweeping changes in public spending and employment, but may encounter some of the
resistance relating to entitlement programs that its predecessors have.

We have been concentrating attention on public employment and public expen-
ditures as measures of the size of government, but we should remember that govern-
ment influences the economy and society through a number of other mechanisms as
well. For example, the federal government sponsors a much larger housing program
through the tax system—through the tax deductibility of mortgage interest and prop-
erty taxes—than it does through the Department of Housing and Urban Development
(see Table 10.3, Chapter 10). Government also provides a major educational program
of guaranteed and subsidized student loans that shows up only indirectly in figures on
public spending.

In the United States, because of the generally anti-statist views of many citizens,
regulation has been the major form of government intervention in the economy rather
than the more direct mechanisms used in other countries. The regulatory impact of

government on the economy can be counted in the billions of dollars—one estimate
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was more than $216 billion in 2012.8 Reliance on such indirect methods of influence
was heightened by the conservative Congresses since the 1990s, although the Trump
administration eliminated a number of environmental and health regulations. As gov-
ernments continue to find less intrusive ways of making and implementing policy—
using loans rather than expenditures, for example—assessing the size, shape, and
impact of government in the United States based solely on public spending figures and
public employment becomes less and less accurate.

The first decades of the twenty-first century have been ones of extremely dramatic
change in the role of the public sector in the United States. The economic crisis cre-
ated by the failures of a number of banks has produced the largest expansion of federal
power and spending since Franklin Roosevelt’s New Deal. The federal government
assumed effective ownership of a number of banks and has embarked on'massive pub-
lic spending in an attempt to revive the economy. The COVID. pandemic resulted in
even greater public spending to attempt to protect the public and business from eco-

nomic ruin.

Summary

American government in the new century is large, complex, and to some degree unor-
ganized. Each individual section of government, beiit a local government or an agency
of the federal government, tends to know clearly what it wants, but the system as a
whole lacks overall coordination, coherence, and control. Priority setting is not one
of the strongest features of American government. An elected official coming to office
with a commitment to give direction to government will be disappointed in the extent
of their ability to produce desired results, by the barriers to policy success, and by few
opportunities to improve the probability of success. These difficulties, however, may
be compensated for by the flexibility and multiple opportunities for citizen inputs
characteristic of American government.

Despite_the problems of coordination and control and the tradition of popular dis-
trust of government, contemporary American government is active. It spends huge
amounts of money and employs millions of people to perform a bewildering variety
of tasks. These activities are not confined to a single level of government; all three
levels of government are involved in making policy, taxing, spending, and deliver-
ing services. This activity is why the study of public policy is so important. It is a
means of understanding what goes on in the United States and why government does
the things it does. The emphasis in the next portion of this book is on the processes
through which policy is made. All governments must follow many of the same proce-
dures when they make policy: identify issues, formulate policy responses to problems,
evaluate results, and change programs that are not producing the desired results.
American governments do all these things, but they do them in a distinctive way and
produce distinctive results.
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