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Why You Need This New Edition

Six good reasons why you should buy this
new edition of Understanding Public Policy

A new chapter discusses changes in the American health care system, including Medicare for
the aged, Medicaid for the disadvantaged, and SCHIP for children, as well as the conditions
inspiring a more comprehensive reform. Providing a modemn focus on major policy issues

such as our nation’s health care system, this new chapter encourages you to think critically
and analyze whether the system can be transformed by a rational-comprehensive plan.

New discussions on the Wall Street bailout, the TARP program, the stimulus package, mort-
gage modification, and new financial regulations give you the opportunity to study current
events in the context of your course.

New discussions of the various economic policies of the Obama administration have been
added to exemplify the administration's move away from the traditional incremental model, as
evident through the growth of federal funding. A discussion of a balanced budget amendment
to the Constitution allows you to formulate and discuss your own ideas regarding economic
policy.

Discussions on the policy effects of the Republican capture of control of the House of
Representatives, including tax compromises, environmental regulations, and immigration
reform, allow you to analyze a current policy issue using the concepts you read in the text.
The defense policy chapter now describes the Obama administration’s shift in priorities from
Irag to Afghanistan. New information on the combination of U.S. troops with NATO forces as
well as the question of when to use military forces allows you to discuss your opinions on the
same policy questions facing our government leaders.

Added coverage of state policies in the federalism chapters exposes you to the policy varia-
tion among states and the resulting state challenges to national policies, including state medical
marijuana laws, Arizona's immigration law, and new health care policies.

PEARSON
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Preface

Policy analysis is concerned with “who gets what” in politics and, more important, “why” and
“what difference it makes.” We are concerned not only with what policies governments pursue,
but why governments pursue the policies they do, and what the consequences of these policies are.

Political Science, like other scientific disciplines, has developed a number of concepts and
models to help describe and explain political life. These models are not really competitive in the
sense that any one could be judged as the “best.” Each focuses on separate elements of politics, and
each helps us understand different things about political life.

We begin with a brief description of eight analytic models in political science and the poten-
tial contribution of each to the study of public policy:

Process model Group model
Institutional model Elite model
Rational model Public choice model
Incremental model Game theory model

Most public policies are a combination of rational planning, incrementalism, competition among
groups, elite preferences, public choice, political processes, and institutional influences. Throughout
this volume we employ these models, both singly and in combination, to describe and explain public
policy. However, certain chapters rely more on one model than another. The policy areas studied are:

Criminal justice Energy and Environment
Welfare Civil rights

Health Care Defense policy
Education Homeland security
Economic policy International trade

Tax policy and immigration

In short, this volume is not only an introduction to the study of public policy but also an in-
troduction to the models political scientists use to describe and explain political life.

NEW TO THIS EDITION

The fourteenth edition of Understanding Public Policy focuses on the policy challenges confronting
the Obama administration.

Can America’s health care system be transformed according to a rational-comprehensive
plan? A new chapter describes earlier incremental changes in health care—Medicare for the aged,

xi
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Medicaid for the poor, and SCHIP for children—and then describes the conditions inspiring more
comprehensive reform. Prior to health care reform, many working Americans and their dependents,
roughly 15 percent of the population, were without health insurance. The cost of health care in
America consumes a larger share of the nation’s economic resources (about 15 percent of the gross
domestic product) than in any other country. Yet the United States ranks well below other nations in
many common measures of national health, including life expectancy and infant mortality. The Pa-
tient Protection and Affordable Care Act of 2010 represents a rational-comprehensive approach to
transforming health care in America. The health care chapter covers the Act’s individual mandate,
employer mandate, Medicaid expansion, health-care exchanges, taxes and costs. It also describes the
controversies surrounding “Obamacare,” notably the constitutionality of the individual mandate.

The economic policies of the Obama administration defy the traditional incremental model.
The economic chapter describes the Wall Street bailout, the TARP program, the stimulus package,
mortgage modification, and new financial regulations. But the demise of the incremental model is
especially evident in the explosive growth of federal spending under President Obama and the
resulting unprecedented annual federal deficits. The chapter describes the recommendations of the
president’s deficit reduction commission—recommendations ignored by the president—as well as
Republican efforts to cut federal spending. The chapter ends with a discussion of a balanced bud-
get amendment to the Constitution.

The policy effects of the Republican capture of control of the House of Representatives in
the midterm congressional elections of 2010 are reflected in several chapters. The tax chapter
describes the tax compromise package in the “lame duck” session of Congress in 2010, in which
President Obama was obliged to give up his efforts to raise the top marginal income tax rate to
39.6 percent. The energy and environment chapter describes the demise of the comprehensive
“cap and trade” program in the Congress, as well as the attempts by the Environmental Protection
Agency to achieve by regulation what the Obama administration was unable to achieve by legisla-
tion, namely the regulation of carbon dioxide emissions. The international trade and immigration
chapter describes the gridlock over immigration reform, and the president’s inability to win the
enactment of the Dream Act.

The institutional model is strengthened with added coverage of state policies in the federalism
chapter. Federalism allows policy variation among the states, notably in educational spending, the cost-
liest function of state government. And states display a wide variation in tax policies, including dif-
ferences in their reliance on income versus sales taxation. Federalism also envisions conflict between
the national government and states. The chapter covers federal intervention in traditional state policy
domains with grants-in-aid, preemptions, and mandates. But it also covers state challenges to national
policies, including state medical marijuana laws, Arizona’s immigration law, and state opposition to
“Obamacare.” Direct democracy, in the form of the initiative and referenda, is available only in state
and local government. State referenda voting provides information on popular policy preferences.

The defense policy chapter describes the Obama administration’s shift in priorities from Iraq
to Afghanistan. The announced mission in Afghanistan is not nationbuilding but rather to “dis-
rupt, dismantle, and defeat” Al Qaeda. The transition to Afghan security control “will begin in
2011 and conclude in 2014.” U.S. troops are combined with NATO forces in an International Se-
curity Assistance Force (ISAF) committed primarily to counterinsurgency operations in Afghani-
stan. The chapter also continues the discussion of when to use military force: U.S. intervention
in Libya illustrates the contrast between advocates of using force only when vital interests of the
United States are at stake, versus Obama’s justification of using force for the humanitarian purpose
of protecting the civilian population of Libya.

Finally, the homeland security chapter describes the Obama administration’s reversal of its ear-
lier decisions to close the Guantdnamo prison and to try terrorists in civilian courts. The Obama
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administration now argues that it has the authority to hold enemy combatants who pose a danger
to national security until the cessation of hostilities. The president has also ordered new military
commission trials for certain Guantdnamo detainees, including the self-proclaimed mastermind of

the 9/11 attacks, Kalid Sheikh Mohammed.

I wish to thank the following reviewers for their helpful comments: Michael Bordelon, Hous-

ton Baptist University; Euel Elliott, University of Texas at Dallas; Kim Geron, California State
University—East Bay; Jon D. Holstine, American Military University; Jesse Horton, San Anto-
nio College; Kathryn Mohrman, Arizona State University; Ira Reed, Trinity University, Wash-
ington D.C.; Bruce Rocheleau, Northern Illinois University; Jessica Ice, Florida State University;
Chad Long, St. Edwards University; Olga Smiranova, Eastern Carolina University; Minzi Su,
Tennessee State University.

Thomas R. Dye

GIVE YOUR STUDENTS CHOICES

In addition to the traditional printed text, Understanding Public Policy, 14th Edition is available in
the following format to give you and your students more choices—and more ways to save.

The CourseSmart eTextbook offers the same content as the printed text in a convenient on-

line format—with highlighting, online search, and printing capabilities. Visit www.coursesmart.
com to learn more.

MySearchLab®

MySearchLab is an interactive website that features an eText, access to the EBSCO Content-
Select database and multimedia, and step-by-step tutorials which offer complete overviews of the
entire writing and research process. MySearchLab is designed to amplify a traditional course in
numerous ways or to administer a course online. Additionally, MySearchLab offers course specific
tools to enrich learning and help students succeed.

eText: Identical in content and design to the printed text, the Pearson eText provides access
to the book wherever and whenever it is needed. Students can take notes and highlight, just
like a traditional book. The Pearson eText is also available on the iPad for all registered users

of MySearchLab.

Flashcards: These review important terms and concepts from each chapter online. Students
can search by chapters or within a glossary and also access drills to help them prepare for
quizzes and exams. Flashcards can be printed or exported to your mobile devices.
Chapter-specific Content: Each chapter contains Learning Objectives, Quizzes, Media, and
Flashcards. These can be used to enhance comprehension, help students review key terms,

prepare for tests, and retain what they have learned. To order this book with MySearchLab
access at no extra charge, use ISBN 0205861164.

Learn more at www.mysearchlab.com

INSTRUCTOR RESOURCES

A comprehensive Instructor’s Manual and Test Bank, as well as a PowerPoint Presentation will
accompany this new edition of Understanding Public Policy. These resources are available for down-
load at www.pearsonhighered.com/irc (access code required).



Expanding the Scope of Public Policy President Barack Obama signs the Patient Protection and Affordable Care Act in the East Room
of the White House, March 30, 2010. This health care reform bill greatly expands the scope of public policy in America. Under the
Obama Administration, federal government spending has increased from about 20 percent of the gross domestic product (GDP) to over
25 percent. The nation’s state and local governments combined add about 13 percent, for a total size of government of approximately
37 percent of the GDP.  (© Brooks Kraft/Corbis)




Policy Analysis
What Governments Do, Why They Do It,
and What Difference It Makes

WHAT IS PUBLIC POLICY?

This book is about public policy. It is concerned with what governments do, why they do it, and what dif-
ference it makes. It is also about political science and the ability of this academic discipline to describe,
analyze, and explain public policy.

Definition of Policy

Public policy is whatever governments choose to do or not to do.! Governments do many things. They
regulate conflict within society; they organize society to carry on conflict with other societies; they distrib-
ute a great variety of symbolic rewards and material services to members of the society; and they extract
money from society, most often in the form of taxes. Thus, public policies may regulate behavior, organize
bureaucracies, distribute benefits, or extract taxes—or all of these things at once.

Policy Expansion and Government Growth

Today people expect government to do a great many things for them. Indeed there is hardly any personal
or societal problem for which some group will not demand a government solution—that is, a public policy
designed to alleviate personal discomfort or societal unease. Over the years, as more and more Americans
turned to government to resolve society’s problems, government grew in size and public policy expanded in
scope to encompass just about every sector of American life.

Throughout most of the twentieth century, government grew in both absolute size and in relation
to the size of the national economy. The size of the economy is usually measured by the gross domes-
tic product (GDP), the sum of all the goods and services produced in the United States in a year (see
Figure 1-1). Government spending amounted to only about 8 percent of the GDP at the beginning of the
last century, and most governmental activities were carried out by state and local governments. Two world
wars, the New Deal programs devised during the Great Depression of the 1930s, and the growth of the
Great Society programs of the 1960s and 1970s all greatly expanded the size of government, particularly
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FIGURE 1-1 The Growth of Government The size of government can be measured in relation to the
size of the economy. Total federal, state, and local government spending now exceeds 37 percent of
the GDP, the size of the economy.

*Estimate from Budget of the United States Government 2012.

the federal government. The rise in government growth relative to the economy leveled off during
the Reagan presidency (1981-1989). The economy in the 1990s grew faster than government
spending, resulting in a modest decline in the size of government relative to the economy. Federal
spending costs less than 20 percent of the GDP.

The Obama Administration brought about a dramatic increase in federal spending, much of
it in response to the “Great Recession” of 2008-2009. Federal spending in 2009 soared to 28 per-
cent of the GDP; this spending included a “stimulus” package designed to jumpstart the economy
(see Chapter 10). But it is expected that continued increases in federal spending under President
Barack Obama will keep federal spending close to 25 percent of the GDP, the highest figure since
World War II. The nation’s 50 state governments and 87,000 local governments (cities, counties,
towns and townships, school districts, and special districts) combined to account for over 12 per-
cent of the GDP. Total government spending—federal, state, and local—now amounts to about

37 percent of GDP.

Scope of Public Policy

Not everything that government does is reflected in governmental expenditures. Regulatory
activity, for example, especially environmental regulations, imposes significant costs on individu-
als and businesses; these costs are not shown in government budgets. Nevertheless, government
spending is a common indicator of governmental functions and priorities. For example, Figure 1-2
indicates that the federal government spends more on senior citizens—in Social Security and
Medicare outlays—than on any other function, including national defense. Federal welfare and
health programs account for substantial budget outlays, but federal financial support of education
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FIGURE 1-2 Public Policy: What Governments Do Government spending figures indicate that Social
Security and Medicare consume the largest share of federal spending, while education is the largest
item in state and local government spending.

SOURCES: Budget of the United States Government, 2012; Statistical Abstract of the United States, 2011.

is very modest. State and local governments in the United States bear the major burden of public
education. Welfare and health functions consume larger shares of their budgets than highways and
law enforcement do.

WHY STUDY PUBLIC POLICY?

Political science is the study of politics—the study of “who gets what, when, and how?’? It is
more than the study of governmental institutions, that is, federalism, separation of powers, checks
and balances, judicial review, the powers and duties of Congress, the president, and the courts.
“Traditional” political science focuses primarily on these institutional arrangements, as well as the
philosophical justification of government. And political science is more than the study of political
processes, that is, campaigns and elections, voting, lobbying, legislating, and adjudicating. Modern
“behavioral” political science focuses primarily on these processes.



Chapter 1 Policy Analysis

Political science is also the study of public policy—the description and explanation of the causes
and consequences of government activity. This focus involves a description of the content of public
policy; an analysis of the impact of social, economic, and political forces on the content of public
policy; an inquiry into the effect of various institutional arrangements and political processes on
public policy; and an evaluation of the consequences of public policies on society, both intended
and unintended.

WHAT CAN BE LEARNED FROM POLICY ANALYSIS?

Policy analysis is finding out what governments do, why they do it, and what difference, if any, it
makes. What can be learned from policy analysis?

Description

First, we can describe public policy—we can learn what government is doing (and not doing)
in welfare, defense, education, civil rights, health, the environment, taxation, and so on. A
factual basis of information about national policy is really an indispensable part of everyone’s

Setting Budget Priorities of the President Policy analysis begins by finding out what government is doing. The
annual Budget of the United States Government is the single most comprehensive policy document of the federal govern-
ment. It sets forth the policy priorities of the president with price tags attached. It sets the parameters of the debate in
Congress over spending and deficit levels. The photo shows copies of the budget for 2012 being delivered to the Senate
Budget Committee in February 2011. (© Michael Reynolds/epa/Corbis)



Policy Analysis and Policy Advocacy

education. What does the Civil Rights Act of 1964 actually say about discrimination in
employment? What did the Supreme Court rule in the Bakke case about affirmative action
programs? What do the Medicaid and Medicare programs promise for the poor and the aged?
What agreements have been reached between the United States and Russia regarding nuclear
weapons? How much money are we paying in taxes! How much money does the federal gov-
ernment spend each year, and what does it spend it on? These are examples of descriptive
questions.

Causes

Second, we can inquire about the causes, or determinants, of public policy. Why is public policy
what it is? Why do governments do what they do? We might inquire about the effects of political
institutions, processes, and behaviors on public policies (Linkage B in Figure 1-3). For example,
does it make any difference in tax and spending levels whether Democrats or Republicans control
the presidency and Congress? What is the impact of lobbying by the special interests on efforts to
reform the federal tax system? We can also inquire about the effects of social, economic, and cul-
tural forces in shaping public policy (Linkage C in Figure 1-3). For example: What are the effects
of changing public attitudes about race on civil rights policy? What are the effects of recessions
on government spending? What is the effect of an increasingly older population on the Social
Security and Medicare programs? In scientific terms, when we study the causes of public policy,
policies become the dependent variables, and their various political, social, economic, and cultural
determinants become the independent variables.

Consequences

Third, we can inquire about the consequences, or impacts, of public policy. Learning about the
consequences of public policy is often referred to as policy evaluation. What difference, if any,
does public policy make in people’s lives? We might inquire about the effects of public policy on
political institutions and processes (Linkage F in Figure 1-3). For example, what is the effect of
continuing high unemployment on Republican party fortunes in Congressional elections? What
is the impact of economic policies on the president’s popularity? We also want to examine the
impact of public policies on conditions in society (Linkage D in Figure 1-3). For example, does
capital punishment help to deter crime? Does cutting cash welfare benefits encourage people to
work? Does increased educational spending produce higher student achievement scores? In scien-
tific terms, when we study the consequences of public policy, policies become the independent vari-
ables, and their political, social, economic, and cultural impacts on society become the dependent
variables.

POLICY ANALYSIS AND POLICY ADVOCACY

It is important to distinguish policy analysis from policy advocacy. Explaining the causes and con-
sequences of various policies is not equivalent to prescribing what policies governments ought to
pursue. Learning why governments do what they do and what the consequences of their actions
are is not the same as saying what governments ought to do or bringing about changes in what
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Society Political System Public Policy
Institutions,
processes,
behaviors
=k
o olicies
conditions P
Including: Including: Including:
Wealth and income Federalism Civil rights

Inflation, recession, unemployment
Educational achievement

Environmental quality

Separation of powers
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Parties

Educational policies
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Health care policies

Poverty Interest groups Criminal justice
Racial composition Voting behavior Taxation

Religious and ethnic make-up Bureaucracy Spending and deficits
Health and longevity Power structures Defense policies

Inequality, discrimination Congress, president, courts Homeland security

Linkage A: What are the effects of social and economic conditions on political and governmental
institutions, processes, and behaviors?

Linkage B: What are the effects of political and governmental institutions, processes, and behaviors
on public policies?

Linkage C: What are the effects of social and economic conditions on public policies?

Linkage D: What are the effects (feedback) of public policies on social and economic conditions?

Linkage E: What are the effects (feedback) of political and governmental institutions, processes, and
behaviors on social and economic conditions?

Linkage F: What are the effects (feedback) of public policies on political and governmental institutions,
processes, and behaviors?

FIGURE 1-3 Studying Public Policy, its Causes and Consequences This diagram

(sometimes referred to as the “systems model”) classifies societal conditions, political

system characteristics, and public policies, and suggests possible linkages between them.

they do. Policy advocacy requires the skills of rhetoric, persuasion, organization, and activism.
Policy analysis encourages scholars and students to attack critical policy issues with the tools of
systematic inquiry. There is an implied assumption in policy analysis that developing scientific
knowledge about the forces shaping public policy and the consequences of public policy is itself
a socially relevant activity, and that policy analysis is a prerequisite to prescription, advocacy, and
activism.

Specifically, policy analysis involves:

1. A primary concern with explanation rather than prescription. Policy recommendations—
if they are made at all—are subordinate to description and explanation. There is
an implicit judgment that understanding is a prerequisite to prescription and that
understanding is best achieved through careful analysis rather than rhetoric or
polemics.



Policy Analysis and the Quest for Solutions to America’s Problems

2. A rigorous search for the causes and consequences of public policies. This search involves
the use of scientific standards of inference. Sophisticated quantitative techniques may
be helpful in establishing valid inferences about causes and consequences, but they
are not essential.

3. An effort to develop and test general propositions about the causes and consequences of
public policy and to accumulate reliable research findings of general relevance. The object
is to develop general theories about public policy that are reliable and that apply
to different government agencies and different policy areas. Policy analysts clearly
prefer to develop explanations that fit more than one policy decision or case study—
explanations that stand up over time in a variety of settings.

However, it must be remembered that policy issues are decided not by analysts but by politi-
cal actors—elected and appointed government officials, interest groups, and occasionally even
voters. Social science research often does not fare well in the political arena; it may be inter-
preted, misinterpreted, ignored, or even used as a weapon by political combatants. Policy analysis
sometimes produces unexpected and even politically embarrassing findings. Public policies do not
always work as intended. And political interests will accept, reject, or use findings to fit their own
purposes.

POLICY ANALYSIS AND THE QUEST FOR SOLUTIONS
TO AMERICA'S PROBLEMS

It is questionable that policy analysis can ever “solve” America’s problems. Ignorance, crime, pov-
erty, racial conflict, inequality, poor housing, ill health, pollution, congestion, and unhappy lives
have afflicted people and societies for a long time. Of course, this is no excuse for failing to work
toward a society free of these maladies. But our striving for a better society should be tempered
with the realization that solutions to these problems may be very difficult to find. There are many
reasons for qualifying our enthusiasm for policy analysis.

Limits on Government Power

First, it is easy to exaggerate the importance, both for good and for ill, of the policies of govern-
ments. It is not clear that government policies, however ingenious, can cure all or even most of
society’s ills. Governments are constrained by many powerful social forces—patterns of family life,
class structure, child-rearing practices, religious beliefs, and so on. These forces are not easily man-
aged by governments, nor could they be controlled even if it seemed desirable to do so. Some of
society’s problems are very intractable.

Disagreement over the Problem

Second, policy analysis cannot offer solutions to problems when there is no general agreement on
what the problems are. For example, in educational policy some researchers assume that raising
achievement levels (measures of verbal and quantitative abilities) is the problem to which our
efforts should be directed. But educators often argue that the acquisition of verbal and quantita-
tive skills is not the only, or even the most important, goal of the public schools. They contend

9
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that schools must also develop positive self-images among pupils of all races and backgrounds,
encourage social awareness and the appreciation of multiple cultures, teach children to respect
one another and to resolve their differences peacefully, raise children’s awareness of the dangers
of drugs and educate them about sex and sexually transmitted diseases, and so on. In other words,
many educators define the problems confronting schools more broadly than raising achievement
levels.

Policy analysis is not capable of resolving value conflicts. If there is little agreement on what
values should be emphasized in educational policy, there is not much that policy research can
contribute to policymaking. At best it can advise on how to achieve certain results, but it cannot
determine what is truly valuable for society.

Subjectivity in Interpretation

Third, policy analysis deals with very subjective topics and must rely on interpretation of results.
Professional researchers frequently interpret the results of their analyses differently. Social science
research cannot be value-free. Even the selection of the topic for research is affected by one’s val-
ues about what is important in society and worthy of attention.

Limitations on Design of Human Research

Another set of problems in systematic policy analysis centers around inherent limitations in the
design of social science research. It is not really possible to conduct some forms of controlled exper-
iments on human beings. For example, researchers cannot order children to go to overcrowded or
underfunded schools for several years just to see if it adversely impacts their achievement levels.
Instead, social researchers must find situations in which educational deprivation has been pro-
duced “naturally” in order to make the necessary observations about the causes of such depriva-
tion. Because we cannot control all the factors in a real-world situation, it is difficult to pinpoint
precisely what causes educational achievement or nonachievement. Moreover, even where some
experimentation is permitted, human beings frequently modify their behavior simply because
they know that they are being observed in an experimental situation. For example, in educational
research it frequently turns out that children perform well under any new teaching method or
curricular innovation. It is difficult to know whether the improvements observed are a product
of the new teaching method or curricular improvement or merely a product of the experimental
situation.

Complexity of Human Behavior

Perhaps the most serious reservation about policy analysis is the fact that social problems are so
complex that social scientists are unable to make accurate predictions about the impact of pro-
posed policies. Social scientists simply do not know enough about individual and group behavior to be
able to give reliable advice to policymakers. Occasionally policymakers turn to social scientists for
“solutions,” but social scientists do not have any. Most of society’s problems are shaped by so many
variables that a simple explanation of them, or remedy for them, is rarely possible. The fact that
social scientists give so many contradictory recommendations is an indication of the absence of
reliable scientific knowledge about social problems. Although some scholars argue that no advice



Summary

is better than contradictory or inaccurate advice, policymakers still must make decisions, and it is
probably better that they act in the light of whatever little knowledge social science can provide
than that they act in the absence of any knowledge at all. Even if social scientists cannot predict
the impact of future policies, they can at least attempt to measure the impact of current and past
public policies and make this knowledge available to decision makers.

POLICY ANALYSIS AS ART AND CRAFT

Understanding public policy is both an art and a craft. It is an art because it requires insight, cre-
ativity, and imagination in identifying societal problems and describing them, in devising public
policies that might alleviate them, and then in finding out whether these policies end up making
things better or worse. It is a craft because these tasks usually require some knowledge of econom-
ics, political science, public administration, sociology, law, and statistics. Policy analysis is really an
applied subfield of all of these traditional academic disciplines.

We doubt that there is any “model of choice” in policy analysis—that is, a single model or
method that is preferable to all others and that consistently renders the best solutions to public
problems. Instead we agree with political scientist Aaron Wildavsky, who wrote:

Policy analysis is one activity for which there can be no fixed program, for policy analysis is
synonymous with creativity, which may be stimulated by theory and sharpened by practice,
which can be learned but not taught.?

Wildavsky goes on to warn students that solutions to great public questions are not to be
expected:

In large part, it must be admitted, knowledge is negative. It tells us what we cannot do,
where we cannot go, wherein we have been wrong, but not necessarily how to correct these
errors. After all, if current efforts were judged wholly satisfactory, there would be little need
for analysis and less for analysts.

There is no one model of choice to be found in this book, but if anyone wants to begin a debate
about different ways of understanding public policy, this book is a good place to begin.

SUMMARY

There are a variety of definitions of public policy. 3. A systems model relates societal conditions
But we say simply that public policy is whatever to political institutions and processes, and to
governments choose to do or not to do. policy outcomes.
4. Policy analysis is often limited by disagreements
1. POIICY analysis is ﬁl’ldll’lg out what governments over the nature of societal problems , by
do, why they do it, and what difference it subjectivity in the interpretation of results, by
makes. limitations to the design of policy research, and
2. The scope of public policy has expanded as by the complexity of human behavior.

governments do more things and grow in size.
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Chapter 1 Policy Analysis

MySearchlab® EXERCISES

Apply what you learned in this chapter on MySearchLab (www.mysearchlab.com).

NOTES

1. This book discourages elaborate academic
discussions of the definition of public policy—
we say simply that public policy is whatever
governments choose to do or not to do. Even
the most elaborate definitions of public policy,
on close examination, seem to boil down
to the same thing. For example, political
scientist David Easton defines public policy
as “the authoritative allocation of values for
the whole society”—but it turns out that only
the government can “authoritatively” act
on the “whole” society, and everything the
government chooses to do or not to do results
in the “allocation of values.”

Political scientist Harold Lasswell and
philosopher Abraham Kaplan define policy as
a “a projected program of goals, values, and

practices,” and political scientist Carl Friedrick

says, “It is essential for the policy concept that
there be a goal, objective, or purpose.” These
definitions imply a difference between specific

government actions and an overall program of

action toward a given goal. But the problem
raised in insisting that government actions
must have goals in order to be labeled “policy”
is that we can never be sure whether or not a
particular action has a goal, or if it does, what
that goal is. Some people may assume that if
a government chooses to do something there
must be a goal, objective, or purpose, but all
we can really observe is what governments
choose to do or not to do. Realistically, our
notion of public policy must include all actions
of government, and not what governments
or officials say they are going to do. We may
wish that governments act in a “purposeful,
goal-oriented” fashion, but we know that all
too frequently they do not.

Still another approach to defining public
policy is to break down this general notion

into various component patts. Political
scientist Charles O. Jones asks that we consider
the distinction among various proposals
(specified means for achieving goals), programs
(authorized means for achieving goals),
decisions (specific actions taken to implement
programs), and effects (the measurable impacts
of programs). But again we have the problem
of assuming that decisions, programs, goals,

and effects are linked. Certainly in many
policy areas we will see that the decisions of
government have little to do with announced
“programs,” and neither are connected with
national “goals.” It may be unfortunate that our
government does not function neatly to link
goals, programs, decisions, and effects, but, as a
matter of fact, it does not.

So we shall stick with our simple definition:
public policy is whatever governments choose to do
or not to do. Note that we are focusing not only
on government action but also on government
inaction, that is, what government chooses not
to do. We contend that government inaction
can have just as great an impact on society as
government action.

See David Easton, The Political System (New
York: Knopf, 1953), p. 129; Harold D. Lasswell
and Abraham Kaplan, Power and Society (New
Haven, CT: Yale University Press, 1970), p. 71;
Carl ]. Friedrich, Man and His Government
(New York: McGraw-Hill, 1963), p. 70;
Chatles O. Jones, An Introduction to the Study
of Public Policy (Boston: Duxbury, 1977), p. 4.

. Harold Lasswell, Politics: Who Gets What, When

and How (New York: McGraw Hill, 1936).

. Aaron Wildavsky, Speaking Truth to Power

(New York: John Wiley, 1979), p. 3.
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Federal “stimulus” spending Airport construction funded by the American Recovery and Reinvestment Act of 2009. This
legislation, known in Washington as the “stimulus package,” was designed to pump $787 billion into the American economy to
offset the “Great Recession.” This bill was a decidedly “non-incremental” addition to federal spending and deficits. Indeed, the

2009 federal budget included the largest single increase in spending and deficit levels incurred in any year in history. (© Rick
D'Elia/Corbis)
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Models of Politics
Some Help in Thinking About Public Policy

MODELS FOR POLICY ANALYSIS

A model is a simplified representation of some aspect of the real world. It may be an actual physical
representation—a model airplane, for example, or the tabletop buildings that planners and architects use
to show how things will look when proposed projects are completed. Or a model may be a diagram—a road
map, for example, or a flow chart that political scientists use to show how a bill becomes law.

Uses of Models

The models we shall use in studying policy are conceptual models. These are word models that try to

e  Simplify and clarify our thinking about politics and public policy.
e Identify important aspects of policy problems.
e Help us to communicate with each other by focusing on essential features of political life.

e Direct our efforts to understand public policy better by suggesting what is important and what is
unimportant.

e  Suggest explanations for public policy and predict its consequences.

Selected Policy Models

Over the years, political science, like other scientific disciplines, has developed a number of models to help
us understand political life. Among these models are the following:

e  Process model

e Institutional model
e Rational model

e Incremental model

15
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e  Group model

e Elite model

e Public choice model
®  Game theory model

Each of these terms identifies a major conceptual model that can be found in the literature of
political science. None of these models was derived especially to study public policy, yet each offers
a separate way of thinking about policy and even suggests some of the general causes and conse-
quences of public policy.

These models are not competitive in the sense that any one of them could be judged “best.” Each
one provides a separate focus on political life, and each can help us to understand different things
about public policy. Although some policies appear at first glance to lend themselves to explana-
tion by one particular model, most policies are a combination of rational planning, incremental-
ism, interest group activity, elite preferences, game playing, public choice, political processes, and
institutional influences. Following is a brief description of each model, with particular attention to
the separate ways in which public policy can be viewed.

PROCESS: POLICY AS POLITICAL ACTIVITY

Today political processes and behaviors are a central focus of political science. Since World War
II, modern “behavioral” political science has studied the activities of voters, interest groups,
legislators, presidents, bureaucrats, judges, and other political actors. One of the main purposes has
been to discover patterns of activities—or “processes.” Political scientists with an interest in policy
have grouped various activities according to their relationship with public policy. The result is a set
of policy processes, which usually follow the general outline shown in Table 2—1. In short, one can

TABLE 2-1 The Policy Process

® Problem Identification. The identification of policy problems
through demand from individuals and groups for government
action.

¢ Agenda Setting. Focusing the attention of the mass media and

public officials on specific public problems to decide what will be
decided.

® Policy Formulation. The development of policy proposals by
interest groups, White House staff, congressional committees, and

think tanks.

® Policy Legitimation. The selection and enactment of policies
through actions by Congress, the president, and the courts.

® Policy Implementation. The implementation of policies through
government bureaucracies, public expenditures, regulations, and
other activities of executive agencies.

® Policy Evaluation. The evaluation of policies by government
agencies themselves, outside consultants, the media, and the
general public.



Institutionalism: Policy as Institutional Output

view the policy process as a series of political activities—prob-
lem identification, agenda setting, formulation, legitimation,
implementation, and evaluation.

Processes: Applying the Model

the various activities involved in policymaking. We want to  mentary on the impact of political
keep in mind that policymaking involves agenda setting (cap-  activity on public policy is found in

turing the attention of policymakers), formulating proposals ~ Chapter 3, “The Policymaking Process:

(devising and selecting policy options), legitimating policy Decision-Making Activities,” and

(dev§10ping political support; winning cj,ongres.sional, pre.si— Out What Happens After a Law Ts
dential, or court approval), implementing policy (creating  pagsed.”

Political processes and behaviors are

) ) ) considered in each of the policy areas
The process model is useful in helping us to understand  ctydied in this book. Additional com-

Chapter 4, “Policy Evaluation: Finding

bureaucracies, spending money, enforcing laws), and evaluat-
ing policy (finding out whether policies work, whether they
are popular).

INSTITUTIONALISM: POLICY AS INSTITUTIONAL OUTPUT

Government institutions have long been a central focus of political science. Traditionally, political
science was defined as the study of government institutions. Political activities generally center
around particular government institutions—Congress, the presidency, courts, bureaucracies, states,
municipalities, and so on. Public policy is authoritatively determined, implemented, and enforced
by these institutions.

The relationship between public policy and government institutions is very close. Strictly
speaking, a policy does not become a public policy until it is adopted, implemented, and enforced
by some government institution. Government institutions give public policy three distinctive
characteristics. First, government lends legitimacy to policies. Government policies are generally
regarded as legal obligations that command the loyalty of citizens. People may regard the policies
of other groups and associations in society—corporations, churches, professional organizations,
civic associations, and so forth—as important and even binding. But only government policies
involve legal obligations. Second, government policies involve universality. Only government poli-
cies extend to all people in a society; the policies of other groups or organizations reach only a
part of the society. Finally, government monopolizes coercion in society—only government can
legitimately imprison violators of its policies. The sanctions that can be imposed by other groups
or organizations in society are more limited. It is precisely this ability of government to command
the loyalty of all its citizens, to enact policies governing the whole society, and to monopolize the
legitimate use of force that encourages individuals and groups to work for enactment of their pref-
erences into policy.

The Constitution of the United States establishes the fundamen-
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tal institutional structure for policymaking. It is “the supreme Law of

federalism—dividing power between the nation and the states—were ~€xamine some of the problems
designed by the Founders in part “to form a more perfect Union.” ©f American federalism—the

These institutional arrangements have changed significantly over more
than two centuries, yet no other written constitution in the world
has remained in place for so long. Throughout this volume we will be

among federal, state, and local
governments.

distribution of money and power

Institutionalism: Applying the Model
the Land” (Article VI). Its key structural components—separation  [p Chapter 5, ”Federgﬁs!r’nl a%ld State

of powers and checks and balances among the legislative, executive,  Policies: Institutional Arrangements
and judicial branches of the national government—together with  and Policy Variations,” we shall
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FEDERAL SYSTEM
Federal government and
states derive authority
independently from the people. ik

=

FIGURE 2-1 An Institutional Model: American Federalism Governmental institutional
arrangements affect public policy, including federalism—the distribution of money and power
among federal, state, and local governments. (Fotalia)

National Government

States

People

concerned with the effect of these institutional arrangements on public policy. And in Chapter 5 we
shall explore in some detail the effect of federalism.

Federalism recognizes that both the national government and the state governments derive
independent legal authority from their own citizens (Figure 2-1): both can pass their own laws,
levy their own taxes, and maintain their own courts. The states also have important roles in the
selection of national officeholders—in the apportionment of congressional seats, in the alloca-
tion of two U.S. senators to each state, and in the allocation of electoral votes for president. Most
important, perhaps, both the Congress and three-quarters of states must consent to any changes in
the Constitution itself.

RATIONALISM: POLICY AS MAXIMUM SOCIAL GAIN

A rational policy is one that achieves “maximum social gain”; that is, governments should choose
policies resulting in gains to society that exceed costs by the greatest amount, and governments
should refrain from policies if costs exceed gains.

Note that there are really two important guidelines in this definition of maximum social gain.
First, no policy should be adopted if its costs exceed its benefits. Second, among policy alterna-
tives, decision makers should choose the policy that produces the greatest benefit over cost. In
other words, a policy is rational when the difference between the values it achieves and the values
it sacrifices is positive and greater than any other policy alternative. One should not view rational-
ism in a narrow dollars-and-cents framework, in which basic social values are sacrificed for dollar
savings. Rationalism involves the calculation of all social, political, and economic values sacrificed
or achieved by a public policy, not just those that can be measured in dollars.



Rationalism: Policy as Maximum Social Gain

To select a rational policy, policymakers must (1) know all the society’s value preferences and
their relative weights, (2) know all the policy alternatives available, (3) know all the consequences
of each policy alternative, (4) calculate the ratio of benefits to costs for each policy alternative,
and (5) select the most efficient policy alternative. This rationality assumes that the value prefer-
ences of society as a whole can be known and weighted. It is not enough to know and weigh the
values of some groups and not others. There must be a complete understanding of societal values.
Rational policymaking also requires information about alternative policies, the predictive capacity to
foresee accurately the consequences of alternate policies, and the intelligence to calculate correctly
the ratio of costs to benefits. Finally, rational policymaking requires a decision-making system that
facilitates rationality in policy formation. A diagram of such a system is shown in Figure 2-2.

However, there are many barriers to rational decision making, so many, in fact, that it rarely
takes place at all in government. Yet the model remains important for analytic purposes because it
helps to identify barriers to rationality. It assists in posing the question, Why is policymaking not
a more rational process? At the outset we can hypothesize several important obstacles to rational
policymaking:

® Many conflicting benefits and costs cannot be compared or
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weighed; for example, it is difficult to compare or weigh the

value of individual life against the costs of regulation. Rationalism: Applying the Model

Chapter 6, “Criminal Justice:

®  Policymakers may not be motivated to make decisions on the Rationality and Irrationality in Public

basis of societal goals but instead try to maximize their own Policy,” shows that rational policies

rewards—power, status, reelection, and money. to deter crime—policies ensuring

e Poli k b rivated t - t social oai certainty, swiftness, and severity
olicymakers may not be motivated to maximize net social gain ;¢\ nichment—have seldom been

but merely to satisfy demands for progress; they do not search implemented. The problems of achiev-
until they find “the one best way”; instead they halt their search  ing rationality in public policy are also
when they find an alternative that will work. discussed in Chapter 7, “Welfare: The

Search for Rational Strategies,” and in

e Large investments in existing programs and policies (sunk Chapter 8, “Health Care: Attempting a

costs) prevent policymakers from reconsidering alternatives
foreclosed by previous decisions.

Rational-Comprehensive Transformation.”

e There are innumerable barriers to collecting all the information
required to know all possible policy alternatives and the consequences of each, including the
cost of information gathering, the availability of the information, and the time involved in
its collection.

e Neither the predictive capacities of the social and behavioral sciences nor those of the
physical and biological sciences are sufficiently advanced to enable policymakers to
understand the full benefits or costs of each policy alternative.

e Policymakers, even with the most advanced computerized analytical techniques, do not
have sufficient intelligence to calculate accurately costs and benefits when a large number of
diverse political, social, economic, and cultural values are at stake.

e  Uncertainty about the consequences of various policy alternatives compels policymakers
to stick as closely as possible to previous policies to reduce the likelihood of unanticipated
negative consequences.

e  The segmentalized nature of policymaking in large bureaucracies makes it difficult to
coordinate decision making so that the input of all the various specialists is brought to bear at
the point of decision.
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Incrementalism: Policy as Variations on the Past

INCREMENTALISM: POLICY AS VARIATIONS ON THE PAST

Incrementalism views public policy as a continuation of past government activities with only incre-
mental modifications. Political scientist Charles E. Lindblom first presented the incremental model
in the course of a critique of the rational model of decision making.! According to Lindblom,
decision makers do not annually review the whole range of existing and proposed policies, identify
societal goals, research the benefits and costs of alternative policies in achieving these goals, rank
order of preferences for each policy alternative in terms of the maximum net benefits, and then
make a selection on the basis of all relevant information. On the contrary, constraints of time,
information, and cost prevent policymakers from identifying the full range of policy alternatives
and their consequences. Constraints of politics prevent the establishment of clear-cut societal
goals and the accurate calculation of costs and benefits. The incremental model recognizes the
impractical nature of “rational-comprehensive” policymaking, and describes a more conservative
process of decision making.

Incrementalism is conservative in that existing programs, policies, and expenditures are con-
sidered as a base, and attention is concentrated on new programs and policies and on increases,
decreases, or modifications of current programs. (For example, budgetary policy for any gov-
ernment activity or program for 2015 might be viewed incrementally, as shown in Figure 2-3.)
Policymakers generally accept the legitimacy of established programs and tacitly agree to continue
previous policies.

They do this because they do not have the time, information, or money to investigate all the
alternatives to existing policy. The cost of collecting all this information is too great. Policymakers
do not have sufficient predictive capacities to know what all the consequences of each alterna-
tive will be. Nor are they able to calculate cost-benefit ratios for alternative policies when many
diverse political, social, economic, and cultural values are at stake. Thus, completely “rational”
policy may turn out to be “inefficient” (despite the contradiction in terms) if the time and cost of
developing a rational policy are excessive.

A }Policy
<4 Increment

| Past Policy
Commitments

2008 2009 2010 2011 2012 2013 2014 2015

FIGURE 2-3 The Incremental Model The incremental model assumes that policymakers
rarely examine past policy commitments, but rather focus their attention on changes in
policies and expenditures.
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Moreover, incrementalism is politically expedient. Agreement comes easier in policymaking
when the items in dispute are only increases or decreases in budgets or modifications of exist-
ing programs. Conflict is heightened when decision making focuses on major policy shifts involv-
ing great gains or losses, or “all-or-nothing,” “yes-or-no” policy decisions. Because the political
tension involved in getting new programs or policies passed every year would be very great, past
policy victories are continued into future years unless there is a substantial political realignment.
Thus, incrementalism is important in reducing conflict, maintaining stability, and preserving the
political system itself.

But the incremental model may fail when policymakers are con-

fronted with crises. When faced with potential collapse of the nation’s

Incrementalism: Applying the Model
Special attention to incrementalism is
given in the discussion of government

financial markets in 2008, the president, Congress, the Treasury
Department, and the Federal Reserve Board came together to agree

budgeting in Chapter 10, “Economic

on an unprecedented, nonincremental expansion of federal power

Policy: Challenging Incrementalism.” (see Chapter 10, “Economic Policy: Challenging Incrementalism”).

Overall, federal spending and deficits increased dramatically, well
beyond any levels that might have been predicted by the incremen-
tal model. The Treasury Department was given unprecedented authority and $700 billion to “bail
out” the nation’s major financial institutions. The Federal Reserve Board reduced interest rates
to their lowest in history and provided unprecedented amounts of credit to the financial system.
Congress itself passed a “stimulus package,” the largest single spending bill in the nation’s history.
Incrementalism was abandoned.

GROUP THEORY: POLICY AS EQUILIBRIUM
IN THE GROUP STRUGGLE

Group theory begins with the proposition that interaction among groups is the central fact of
politics.? Individuals with common interests band together formally or informally to press their
demands on government. According to political scientist David Truman, an interest group is “a
shared-attitude group that makes certain claims upon other groups in the society”; such a group
becomes political “if and when it makes a claim through or upon any of the institutions of gov-
ernment.”? Individuals are important in politics only when they act as part of, or on behalf of,

group interests. The group becomes the essential bridge between the

individual and the government. Politics is really the struggle among

Group Theory: Applying the Model
Throughout this volume we will
describe struggles over public policy.
In Chapter 9, “Education: Group
Struggles,” we will examine group con-
flict over public policy in the discus-
sions of education and school issues.
In Chapter 11, “Tax Policy: Battling
Special Interests,” we will observe the
power of interest groups in obtain-
ing special treatments in the tax code
and obstructing efforts to reform the
nation’s tax laws.

groups to influence public policy. The task of the political system
is to manage group conflict by (1) establishing rules of the game in
the group struggle, (2) arranging compromises and balancing inter-
ests, (3) enacting compromises in the form of public policy, and
(4) enforcing these compromises.

According to group theorists, public policy at any given time is
the equilibrium reached in the group struggle (see Figure 2—4). This
equilibrium is determined by the relative influence of various inter-
est groups. Changes in the relative influence of any interest group
can be expected to result in changes in public policy; policy will
move in the direction desired by the groups gaining influence and
away from the desires of groups losing influence. The influence of



Elite Theory: Policy as Elite Preference
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FIGURE 2-4 The Group Model The group model assumes that public policy is a balance of
interest group influence; policies change when particular interest groups gain or lose influence.

groups is determined by their numbers, wealth, organizational strength, leadership, access to deci-
sion makers, and internal cohesion.*

The whole interest group system—the political system itself—is held together in equilibrium
by several forces. First, there is a large, nearly universal, latent group in American society that sup-
ports the constitutional system and prevailing rules of the game. This group is not always visible
but can be activated to administer overwhelming rebuke to any group that attacks the system and
threatens to destroy the equilibrium.

Second, overlapping group membership helps to maintain the equilibrium by preventing any one
group from moving too far from prevailing values. Individuals who belong to any one group also
belong to other groups, and this fact moderates the demands of groups who must avoid offending
their members who have other group affiliations.

Finally, the checking and balancing resulting from group competition also helps to maintain
equilibrium in the system. No single group constitutes a majority in American society. The
power of each group is checked by the power of competing groups. “Countervailing” centers
of power function to check the influence of any single group and protect the individual from
exploitation.

ELITE THEORY: POLICY AS ELITE PREFERENCE

Public policy may also be viewed as the preferences and values of a governing elite.> Although
it is often asserted that public policy reflects the demands of “the people,” this may express the
myth rather than the reality of American democracy. Elite theory suggests that the people are
apathetic and ill informed about public policy, that elites actually shape mass opinion on policy
questions more than masses shape elite opinion. Thus, public policy really turns out to be the
preferences of elites. Public officials and administrators merely carry out the policies decided on
by the elite. Policies flow downward from elites to masses; they do not arise from mass demands
(see Figure 2-5).
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Policy Direction l

Officials and
Administrators

Policy Execution l

Mass

FIGURE 2-5 The Elite Model The elite model implies that public policy does not
flow upward from demands by the people, but rather downward from the interests,
values, and preferences of elites.

Elite theory can be summarized briefly as follows:

e Society is divided into the few who have power and the many who do not. Only a small
number of persons allocate values for society; the masses do not decide public policy.

e The few who govern are not typical of the masses who are governed. Elites are drawn
disproportionately from the upper socioeconomic strata of society.

¢ The movement of nonelites to elite positions must be slow and continuous to maintain
stability and avoid revolution. Only nonelites who have accepted the basic elite consensus
can be admitted to governing circles.

e Elites share consensus on behalf of the basic values of the social system and the preservation
of the system. In America, the bases of elite consensus are the sanctity of private property,
limited government, and individual liberty.

e  Public policy does not reflect the demands of masses but rather the prevailing values of the
elite. Changes in public policy will be incremental rather than revolutionary.

e  Active elites are subject to relatively little direct influence from apathetic masses. Elites
influence masses more than masses influence elites.

What are the implications of elite theory for policy analysis? Elitism implies that public policy
does not reflect the demands of the people so much as it does the interests, values, and preferences
of elites. Therefore, change and innovations in public policy come about as a result of redefinitions
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by elites of their own values. Because of the general conservatism
of elites—that is, their interest in preserving the system—change

Elite Theory: Applying the Model

. . . . . ) Chapter 12, “International Trade and
in public policy will be incremental rather than revolutionary. Immigration: Elite-Mass Conflict,”

Changes in the political system occur when events threaten the sys-  expands on the elite model by arguing
tem, and elites, acting on the basis of enlightened self-interest, insti- that when elite preferences differ from

tute reforms to preserve the system and their place in it. The values those of the masses, the preferences

of elites may be very “public regarding.” A sense of noblesse oblige  Of elites prevail. Chapter 14, “Civil
Rights: Elite and Mass Interaction,”

portrays the civil rights movement as

an effort by established national elites
sarily mean that public policy will be hostile toward mass welfare but ¢ axtend gquality of opportunity to

may permeate elite values, and the welfare of the masses may be an
important element in elite decision making. Elitism does not neces-

only that the responsibility for mass welfare rests on the shoulders of  blacks. Opposition to civil rights poli-

elites, not masses. cies is found among white masses in

the states.

PUBLIC CHOICE THEORY: POLICY AS COLLECTIVE DECISION
MAKING BY SELF-INTERESTED INDIVIDUALS

Public choice is the economic study of nonmarket decision making, especially the application
of economic analyses to public policymaking. Traditionally, economics studied behavior in the
marketplace and assumed that individuals pursued their private interests; political science studied
behavior in the public arena and assumed that individuals pursued their own notion of the pub-
lic interest. Thus, separate versions of human motivation developed in economics and political
science: the idea of homo economicus assumed a self-interested actor seeking to maximize per-
sonal benefits; that of homo politicus assumed a public-spirited actor seeking to maximize societal
welfare.

But public choice theory challenges the notion that individuals act differently in politics from
the way they do in the marketplace. This theory assumes that all political actors—voters, taxpayers,
candidates, legislators, bureaucrats, interest groups, parties, and governments—seek to maxi-
mige their personal benefits in politics as well as in the marketplace. James Buchanan, the Nobel
Prize—winning economist and leading scholar in modern public choice theory, argues that individ-
uals come together in politics for their own mutual benefit, just as they come together in the mar-
ketplace; and by agreement (contract) among themselves they can enhance their own well-being,
in the same way as by trading in the marketplace.® In short, people pursue their self-interest in
both politics and the marketplace, but even with selfish motives they can mutually benefit through
collective decision making.

Government itself arises from a social contract among individuals who agree for their mutual
benefit to obey laws and support the government in exchange for protection of their own lives,
liberties, and property. Thus, public choice theorists claim to be intellectual heirs to the English
political philosopher John Locke, as well as to Thomas Jefferson, who incorporated this social
contract notion into the American Declaration of Independence. Enlightened self-interest leads
individuals to a constitutional contract establishing a government to protect life, liberty, and
property.

Public choice theory recognizes that government must perform certain functions that the
marketplace is unable to handle; that is, it must remedy certain “market failures.” First, govern-
ment must provide public goods—goods and services that must be supplied to everyone if they
are supplied to anyone. The market cannot provide public goods because their costs exceed
their value to any single buyer, and a single buyer would not be in a position to keep nonbuyers
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Pollution as an Ugly "Externality” Beach litter at the Pembrookshire National Park creates an ugly scene. Public
choice theory views pollution as an “externality,” a failure of the marketplace and a justification for government interven-
tion. Externalities are created when persons, firms, or governments impose uncompensated costs on others. (© Andrew
Davies/Specialist Stock/Corbis)

Public Choice: Applying the Model
The public choice theory is employed
in Chapter 13, “Energy and the

from using it. National defense is the most common example: pro-
tection from foreign invasion is too expensive for a single person
to buy, and once it is provided no one can be excluded from its

Environment: Externalities and benefits. So people must act collectively through government to
Interests,” to aid in recognizing envi-  provide for the common defense. Second, externalities are another
ronmental pollution as a problem in recognized market failure and justification for government inter-
the control of externalities in human vention. An externality occurs when an activity of one individ-

activity. Public choice theory also
helps us to understand the behavior of
environmental interest groups in dra-
matizing and publicizing their cause.

ual, firm, or local government imposes uncompensated costs on
others. The most common examples are air and water pollution:
the discharge of air and water pollutants imposes costs on others.

Governments respond by either regulating the activities that pro-
duce externalities or imposing penalties (fines) on these activities
to compensate for their costs to society.

Public choice theory helps to explain why political parties and candidates generally fail to
offer clear policy alternatives in election campaigns. Parties and candidates are not interested
in advancing principles but rather in winning elections. They formulate their policy positions
to win elections; they do not win elections to formulate policy. Thus, each party and candidate
seeks policy positions that will attract the greatest number of voters.” Given a unimodal distribu-
tion of opinion on any policy question (see Figure 2—-6), parties and candidates will move toward the
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Party A PartyB

N

Numbers of Voters

Liberal Conservative
Policy Position

FIGURE 2-6 Public Choice: A Vote-Maximizing Model of Party
Competition Public choice theory assumes that individuals and
organizations seek to maximize their own benefits in politics; for
example, parties and candidates whose policy views may be distinctly
liberal or conservative move to the center at election time to win the
most votes.

center to maximize votes. Only “ideologues” (irrational, ideologically motivated people) ignore
the vote-maximizing centrist strategy.

GAME THEORY: POLICY AS RATIONAL CHOICE
IN COMPETITIVE SITUATIONS

Game theory is the study of decisions in situations in which two or more rational participants have
choices to make and the outcome depends on the choices made by each. It is applied to areas in
policymaking in which there is no independently “best” choice that one can make—in which the
“best” outcomes depend upon what others do.

The idea of “game” is that rational decision makers are involved in choices that are inter-
dependent. “Players” must adjust their conduct to reflect not only their own desires and abilities
but also their expectations about what others will do. Perhaps the connotation of a “game” is
unfortunate, suggesting that game theory is not really appropriate for serious conflict situations.
But just the opposite is true: game theory can be applied to decisions about war and peace, the
use of nuclear weapons, international diplomacy, bargaining and coalition building in Congress
or the United Nations, and a variety of other important political situations. A “player” may be an
individual, a group, or a national government—indeed, anybody with well-defined goals who is
capable of rational action.

Consider the game of “chicken.” Two adolescents drive their cars toward each other at a high
speed, each with one set of wheels on the center line of the highway. If neither veers off course
they will crash. Whoever veers is “chicken.” Both drivers prefer to avoid death, but they also
want to avoid the “dishonor” of being “chicken.” The outcome depends on what both drivers
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The game theorist himself or herself supplies the numerical values to the payoffs. If Driver A chooses to stay on course
and Driver B chooses to stay on course also, the result might be scored as —10 for both players, who wreck their cars.
But if Driver A chooses to stay on course and Driver B veers, then Driver A might get +5 (“courage”) and Driver B
=5 (“dishonor”). If Driver A veers but Driver B stays on course, the results would be reversed. If both veer, each is
dishonored slightly (—1), but not as much as when one or the other stayed on course.

DRIVER A'S CHOICES
Stay on Course Veer
Stay on course A: -10 A: -5
B: -10 B: +5
DRIVER B'S CHOICES
Veer A: +5 A: -1
B: -5 B: -1

FIGURE 2-7 A Game-Theoretic Matrix for the Game of Chicken Game theory suggests that policymakers,
or “players,” adjust their conduct to reflect not only their own preferences but also the likely choices of
opponents.

do, and each driver must try to predict how the other will behave. This form of “brinkmanship”
is common in international relations (see Figure 2—7). Inspection of the payoff matrix suggests
that it would be better for both drivers to veer in order to minimize the possibility of a great loss
(-10). But the matrix is too simple. One or both players may place a different value on the out-
comes than is suggested by the numbers. For example, one player may prefer death to dishonor
in the game. Each player must try to calculate the values of the other, and neither has complete
information about the values of the opponent. Moreover, bluffing or the deliberate misrepre-
sentation of one’s values or resources to an opponent is always a possibility. For example, a pos-
sible strategy in the game of chicken is to allow your opponent to see you drink heavily before
the game, stumble drunkenly toward your car, and mumble something about having lived long
enough in this rotten world. The effect of this communication on your opponent may increase
his or her estimate of your likelihood of staying on course, and hence provide incentive for your
opponent to veer and allow you to win.
An important component of game theory is the notion of deterrence. Deterrence is the effort
to prevent an opponent from undertaking an action by inspiring fear of the consequences of
the action. Players engage in deterrence when they threaten their

opponents with retaliatory actions that promise to impose costs on

Game Theory: Applying the Model
Game theory is frequently applied in
international conflicts. We will explore
the utility of game theory, especially
the notion of deterrence, in Chapter 15,
“Defense Policy: Strategies for Serious
Games.” We will also explore the weak-
ness of deterrence in defending against
terrorism in Chapter 16, “Homeland
Security: Terrorism and Nondeterrable
Threats.”

their opponents that are far in excess of any benefits their oppo-
nents might envision by taking these actions. Deterrence is really a
psychological defense: it tries to prevent opponents from undertaking a
particular action by creating in their minds the fear of costly retaliation.
The success of deterrence depends on the credibility of the
retaliatory threat and on the rationality of the opponent. Opponents
must truly believe that their actions will result in retaliatory
responses that inflict unacceptable costs on themselves, their peo-
ple, or their nation. Opponents who do not really believe a retalia-
tory attack will occur are not deterred. Moreover, opponents must
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be rational—opponents must weigh the potential costs and benefits of their actions and choose a
course of action that does not result in costs that exceed gains. Opponents who are irrational—
who do not consider the costs of their actions to themselves, or their people, or their nation—are
not deterred.

MODELS: HOW TO TELL IF THEY ARE HELPING OR NOT

A model is merely an abstraction or representation of political life. When we think of political
systems or elites or groups or rational decision making or incrementalism or games, we are abstract-
ing from the real world in an attempt to simplify, clarify, and understand what is really important
about politics. Before we begin our study of public policy, let us set forth some general criteria for
evaluating the usefulness of concepts and models.

Order and Simplify Reality

Certainly the utility of a model lies in its ability to order and simplify political life so that we can
think about it more clearly and understand the relationships we find in the real world. Yet too
much simplification can lead to inaccuracies in our thinking about reality. On the one hand, if
a concept is too narrow or identifies only superficial phenomena, we may not be able to use it
to explain public policy. On the other hand, if a concept is too broad and suggests overly com-
plex relationships, it may become so complicated and unmanageable that it is not really an aid to
understanding. In other words, some theories of politics may be too complex to be helpful, while
others may be too simplistic.

Identify What Is Significant

A model should also identify the really significant aspects of public policy. It should direct
attention away from irrelevant variables or circumstances and focus on the real causes and
significant consequences of public policy. Of course, what is “real,” “relevant,” or “significant”
is to some extent a function of an individual’s personal values. But we can all agree that the
utility of a concept is related to its ability to identify what it is that is really important about
politics.

Be Congruent with Reality

Generally, a model should be congruent with reality—that is, it ought to have real empirical
referents. We would expect to have difficulty with a concept that identifies a process that does
not really occur or symbolizes phenomena that do not exist in the real world. However, we
must not be too quick to dismiss unrealistic concepts if they succeed in directing our attention
to why they are unrealistic. For example, no one contends that government decision making is
completely rational—public officials do not always act to maximize societal values and minimize
societal costs. Yet the concept of rational decision making may still be useful, albeit unrealistic,
if it makes us realize how irrational government decision making really is and prompts us to
inquire why.
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Provide Meaningful Communication

A concept or model should also communicate something meaningful. If too many people disagree
over the meaning of a concept, its utility in communication is diminished. For example, if no one
really agrees on what constitutes an elite, the concept of an elite does not mean the same thing to
everyone. If one defines an elite as a group of democratically elected public officials who are repre-
sentative of the general public, one is communicating a different idea in using the term than one
who defines an elite as an unrepresentative minority that makes decisions for society based on its
own interests.

Direct Inquiry and Research

A model should help to direct inquiry and research into public policy. A concept should be opera-
tional—that is, it should refer directly to real-world phenomena that can be observed, measured,
and verified. A concept, or a series of interrelated concepts (which we refer to as a model), should
suggest relationships in the real world that can be tested and verified. If there is no way to prove or
disprove the ideas suggested by a concept, the concept is not really useful in developing a science
of politics.

Suggest Explanations

Finally, a model should suggest an explanation of public policy. It should suggest hypotheses about
the causes and consequences of public policy—hypotheses that can be tested against real-world
data. A model that merely describes public policy is not as useful as one that explains public policy,
or at least suggests some possible explanations.

SUMMARY

Political science uses a variety of conceptual models government activities with only incremental
to help explain political life and public policy. modifications.
5. Group theory views public policy as the
1. The process model views policymaking as a outcome of the struggle among societal
series of political activities. groups.
2. The institutional model focuses attention 6. The elite model views public policy as the
on the effects of political and governmental preferences and values of the nations governing
institutions on public policy. elite.
3. A rational model implies that government 7. Public choice theory applies economic analysis
should choose policies that maximize societal to the study of public policy.
gains and minimize costs. 8. Game theory portrays policy as the outcome
4. An incremental model views public of interaction between two or more rational
policy largely as a continuation of past participants.

MySearchl ab® EXERCISES

Apply what you learned in this chapter on MySearchLab (www.mysearchlab.com).
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Presidential Policy “Initiation” President Barack Obama delivers the annual State of the Union Address to the Congress of the
United States in 2010. The State of the Union Address, together with the Budget of the United States Government, sets forth the
president’s policy proposals for the coming year. This constitutional obligation recognizes the president as the chief initiator of
policy, with the Congress playing a deliberative role—accepting, amending, or rejecting the president’s proposals. Only occasionally
does the Congress attempt to assume policy leadership. (© Brooks Kraft/Corbis)
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The Policymaking Process

Decision-Making Activities

THE POLICY PROCESS: HOW POLICIES ARE MADE

Policy studies often focus on how policies are made rather than on their content or their causes and conse-
quences. The study of how policies are made generally considers a series of activities, or processes, that occur
within the political system. These processes, together with the activities involved and likely participants,
may be portrayed as in Table 3—1.

Although it may be helpful to think about policymaking as a series of processes, in the real world these
activities seldom occur in a neat, step-by-step sequence. Rather these processes often occur simultaneously,
each one collapsing into the others. Different political actors and institutions—politicians, interest groups,
lobbyists and legislators, executives and bureaucrats, reporters and commentators, think tanks, lawyers and
judges—may be engaged in different processes at the same time, even in the same policy area. Policymaking
is seldom as neat as the process model. Nonetheless, it is often useful for analytical purposes to break policy-
making into component units in order to understand better how policies are made.

PROBLEM IDENTIFICATION AND AGENDA SETTING

Who decides what will be decided? The power to decide what will be a policy issue is crucial to the policymaking
process. Deciding what will be the problems is even more important than deciding what will be the solutions.
Many civics textbooks imply that agenda setting just “happens.” It is sometimes argued that in an open plural
society such as ours, channels of access and communication to government are always open, so that any problem
can be discussed and placed on the agenda of national decision making. Individuals and groups, it is said, can
organize themselves to assume the tasks of defining problems and suggesting solutions. People can define their
own interests, organize themselves, persuade others to support their cause, gain access to government officials,
influence decision making, and watch over the implementation of government policies and programs. Indeed, it
is sometimes argued that the absence of political activity such as this is an indicator of satisfaction.

But, in reality, policy issues do not just “happen.” Creating an issue, dramatizing it, calling attention
to it, and pressuring government to do something about it are important political tactics. These tactics
are employed by influential individuals, organized interest groups, policy-planning organizations, political
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TABLE 3-1 Policymaking as a Process Policymaking can be seen as a process—how policies are made—in a

step-by-step sequence; but in reality these processes overlap and intertwine.

Process

Problem Identification

3
Agenda Setting

4

Policy Formulation

4

Policy Legitimation

4

Policy Implementation

4

Policy Evaluation

Activity
Publicizing societal problems

Expressing demands for
government action

4

Deciding what issues will be
decided, what problems will be
addressed by government

4

Developing policy proposals to
resolve issues and ameliorate
problems

¢

Selecting a proposal

Developing political support for it
Enacting it into law

Deciding on its constitutionality

12
Budgeting and appropriations
Organizing departments and agencies

Providing payments or services
Levying taxes

4

Reporting outputs of government
programs

Evaluating impacts of policies on
target and nontarget groups

Proposing changes and “reforms”

Participants

Mass media
Interest groups
Citizen initiatives
Public opinion

4

Elites, including president,
Congress

Candidates for elective office
Mass media

4
Think tanks

President and executive office
Congressional committees
Interest groups

4
Interest groups
President
Congress
Courts

4

President and White House staff

Executive departments and agencies

Independent agencies and
government corporations

g

Executive departments and
agencies

Congressional oversight
committees

Mass media

Think tanks

candidates and office-holders, and perhaps most important, the mass media. These are the tactics
of “agenda setting.”

AGENDA SETTING FROM THE BOTTOM UP

The prevailing model of policymaking in American political science is a popularly driven,
“bottom-up” portrait of decision making. This “democratic-pluralist” model assumes that any
problem can be identified by individuals or groups, by candidates seeking election, by political
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leaders seeking to enhance their reputation and prospects for reelection, by political parties seek-
ing to define their principles and/or create favorable popular images of themselves, by the mass
media seeking to “create” news, and even by protest groups deliberately seeking to call attention
to their problems. And, of course, various crises and disasters—from natural disasters such as hur-
ricanes and droughts to man-made tragedies such as school shootings and airplane crashes—attract
public attention and compel public officials to respond.

Public Opinion and Agenda Setting

Events, and the media’s reporting of them, can focus public attention on issues, problems, and
“crises.” Concern over terrorism dominated the public’s mind following the horrific televised
attacks on the World Trade Center and the Pentagon on September 11, 2001. Later, the war in
Iraq became “the most important problem facing the country” according to opinion polls. Iraq
appeared to be the nation’s top policy issue during the congressional elections of 2006 in which
opposition Democrats captured control of both houses of Congress.

But the threat of financial collapse and deep recession soon replaced all other issues on the
public’s agenda. The nation’s “top priority” for President Barack Obama became jobs and the econ-
omy (see Table 3-2). Defending against future terrorist attacks fell to second place in the policy
priorities of most Americans. Other issues—Social Security, education, healthcare, budget deficits,
the poor, crime, defense, taxes—followed behind. A minority of Americans listed the environ-
ment, immigration, lobbying, and international trade as top priority issues. Global warming was
last on the nation’s list.

AGENDA SETTING FROM THE TOP DOWN

When V. O. Key, Jr., wrestled with the same problem confronting us—namely, the determination
of the impact of popular preferences on public policy—he concluded that “the missing piece of the
puzzle” was “that thin stratum of persons referred to variously as the political elite, the political
activists, the leadership echelons, or the influentials.”

The longer one frets with the puzzle of how democratic regimes manage to function, the
more plausible it appears that a substantial part of the explanation is to be found in the
motives that activate the leadership echelon, the values that it holds, the rules of the political
game to which it adheres, in the expectations which it entertains about its own status in
society, and perhaps in some of the objective circumstances, both material and institutional,
in which it functions.!

Popular Perceptions of Policymaking

It is interesting to note that most Americans believe that the government pays very little attention
to their views on public policy and that people in government have little understanding of what
people think (see Table 3-3). An overwhelming majority of Americans believe that their govern-
ment is “run by a few big interests looking out for themselves” rather than “for the benefit of all
of the people.” And an overwhelming majority believe that the nation would be better off if pub-
lic policy followed the views of citizens more closely. While policymakers often publicly express
disdain for opinion polls, most Americans believe that they should pay more attention to them.
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TABLE 3-2 Policy Priorities of the American Public I'd like to ask you
some questions about priorities for President Obama and Congress this year.
As I read from a list, tell me if you think the item should be a top priority,
important but lower priority, not too important, or should it not be done?

Percent Saying Top Priority

Economy 83
Jobs 81
Terrorism 80
Social Security 66
Education 65
Medicare 63
Deficit Reduction 60
Healthcare 57
Helping the Poor 53
Military 49
Energy 49
Health Insurance 49
Crime 49
Moral Decline 45
Finance Regulation 45
Environment 44
Tax Cuts 42
Immigration 40
Lobbyists 36
Trade Policy 32
Global Warming 28

SOURCE: Pew Research Center Survey, January 2011, www.pollingreport.com.

In short, most Americans believe that policy is made from the top down but should be made from
the bottom up.

Elite Agenda Setting

The elitist model of agenda setting focuses on the role of leaders in business, finance, and the
media, as well as in government. These leaders may observe societal developments they perceive
as threatening to their own values or interests; or they may perceive opportunities to advance their
own values and interests or their own careets.

According to sociologist G. William Dombhoff, agenda setting “begins informally in corporate
boardrooms, social clubs, and discussion groups, where problems are identified as ‘issues’ to be solved
by new policies. It ends in government, where policies are enacted and implemented.”? This model
suggests that the initial impetus for policy change and initial resources for research, planning, and
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TABLE 3-3 Popular Attitudes Toward Government Policymaking The American public is highly skeptical
of politicians and people in government, believing that they should pay more attention to the public’s views.

How much say do you think people like yourself have about what the government does—a good deal, some,
or not much?

A good deal 10%
Some 25
Not much 64

Would you say the government is pretty much run by a few big interests looking out for themselves or that it is run

for the benefit of all the people?
A few big interests 64%
All of the people 28

Do you think that quite a few of the people running the government are crooked, not very many are, or do you
think hardly any of the them are crooked?

Quite a few 52%
Not very many 28
Hardly any 10
All (volunteered) 5

If the leaders of the nation followed the views of the public more closely, do you think that the nation would be
better off or worse off than it is today?

Better 81%

Worse 10%
Please tell me which statement you agree with most: (A) When members of Congress are thinking about how to
vote on an issue, they should read up on the polls, as this can help them get a sense of the public’s view on the issue.
(B) When members of Congress are thinking about how to vote on an issue, they should not read the polls, because
this will distract them from thinking about what is right.

Should read the polls 67%

Should not read the polls 26%

SOURCE: The Polling Report (2010), www.pollingreport.com.

formulation of national policy are derived from corporate and personal wealth. This wealth is chan-
neled into foundations, universities, and policy-oriented think tanks in the form of endowments,
grants, and contracts. Moreover, corporate presidents, directors, and top wealth-holders also sit on
the governing boards of these institutions and oversee the general direction of their work.

Political Entrepreneurship

Candidates for public office at all levels must keep their names and faces before the voters—in
public appearances, interviews, speeches, and press releases. In order to do so, they must say some-
thing; that is, deliver a message or theme that creates a favorable image of themselves. Most of
these campaign messages, themes, and images are largely devoid of any specific policy content,
except in very general terms, for example, “stands up against the special interests,” “fights for the
taxpayer,” or “change you can believe in.” But occasionally candidates focus their campaigns on
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what they perceive to be issues that will motivate voters. Political challengers as well as officials
seeking reelection may seize upon particular problems, publicize them, and even propose solutions.
If they win the election, they may even claim a “mandate” from the people to pursue the policy
direction emphasized in their campaign. Whether or not their success was in fact a product of their
policy position, they may believe that they have a responsibility to put forth policy proposals con-
sistent with their campaign messages and themes.

Opinion—Policy Linkage

The problem in assessing the independent effect of mass opinion on the actions of decision makers
is that their actions help to mold mass opinion. Even when public policy is in accord with mass
opinion, we can never be sure whether mass opinion shaped public policy or public policy shaped
mass opinion. The distinguished American political scientist V. O. Key, Jr., wrote, “Government,
as we have seen, attempts to mold public opinion toward support of the programs and policies
it espouses. Given that endeavor, perfect congruence between public policy and public opinion
could be government of public opinion rather than government by public opinion.™

Policy Effects

Public policy shapes public opinion more often than opinion shapes policy, for several reasons.
First, few people have opinions on the great bulk of policy questions confronting the nation’s deci-
sion makers. Second, public opinion is very unstable. It can change in a matter of days in response
to news events precipitated by leaders. Third, leaders do not have a clear perception of mass
opinion. Most communications received by decision makers are from other elites—newspersons,
interest group leaders, and other influential persons—and not from ordinary citizens.

Media Effects

We must not assume that the opinions expressed in the news media are public opinion. Frequently,
this is a source of confusion. Newspersons believe they are the public, often confusing their own
opinions with public opinion. They even tell the mass public what its opinion is, thus actually
helping to mold it to conform to their own beliefs. Decision makers, then, may act in response to
news stories or the opinions of influential newspersons in the belief that they are responding to
public opinion.

Communicating with Policymakers

Decision makers can easily misinterpret public opinion because the communications they receive
have an elite bias. Members of the mass public seldom call or write their senators or representa-
tives, much less converse with them at dinners, cocktail parties, or other social occasions. Most of
the communications received by decision makers are intraelite, from newspersons, organized group
leaders, influential constituents, wealthy political contributors, and personal friends—people who,
for the most part, share the same views. It is not surprising, therefore, that members of Congress
say that most of their mail is in agreement with their own position; their world of public opinion is
self-reinforcing. Moreover, persons who initiate communication with decision makers, by writing
or calling or visiting their representatives, are decidedly more educated and affluent than the
average citizen.



Agenda Setting from the Top Down

The President and White House Staff

The president and the executive branch are generally expected to be the “initiators” of policy
proposals, with members of Congress in the role of “arbiters” of policy alternatives. (The same
division of labor is usually found at the state and local levels, with governors, mayors, and even
city managers expected to formulate policy proposals and state legislators and city councils to
approve, amend, or reject them.) The Constitution of the United States appears to endorse this
arrangement in Article II, Section 3: “[The president] shall from time to time give to Congress
information of the State of the Union, and recommend to their consideration such measures as he
shall judge necessary and expedient.” Each year the principal policy statements of the president
come in the State of the Union message, and more importantly, in the Budget of the United States
Government, prepared by the Office of Management and Budget (see Chapter 10). Many other pol-
icy proposals are developed by executive departments in their specialized areas; these proposals are
usually transmitted to the White House for the president’s approval before being sent to Congress.

Presidents have many motivations to seize the initiative in policymaking. First-term presidents
must build a record of success that later can be used in their reelection campaign. They must show
that they can “get things done in Washington.” They must build and maintain their electoral coali-
tion. They must show that they are capable of following through on at least some of their campaign
promises. Second-term presidents are often motivated by a concern for their “place in history.” They
seek policy achievements that will contribute to their presidential “greatness” in history.

Congress and Legislative Staff

While Congress is generally portrayed as the “arbiter” of policy proposals initiated by others,
occasionally leaders in the Congress will try to set forth their own agendas. Perhaps the most
well-publicized effort in the Congress to seize the initiative in policymaking was the 1994
“Contract with America” led by then Speaker of the House Newt Gingrich. Republican House
candidates across the country united behind a comprehensive set of proposals, including a balanced
budget constitutional amendment, term limits for Congress, welfare reform, and so on. But despite
a stunning GOP victory in the 1994 congressional elections, enthusiasm for the Contract with
America quickly dissipated, and President Bill Clinton soon regained policy leadership.
Nonetheless, members of Congress sometimes serve as agenda setters. They may do so to chal-
lenge a president of the opposing party, to gain a reputation as a power broker themselves, or indeed
to place on the national agenda an issue they feel requires attention. Committee chairs enjoy a spe-
cial advantage in congressional agenda setting; they control the agenda of their committees’ hear-
ings. And these hearings offer the best opportunity for congressional involvement in agenda setting.
Congressional staffs—committee staffs, staffs of the legislative leadership, and aides to individual
legislators—often play an important role in bringing issues to the attention of their bosses.

Interest Groups

Interest groups may initiate their own policy proposals, perhaps in association with members of
Congress or their staffs who share the same interest. Interest group staffs often bring valuable techni-
cal knowledge to policy formation, as well as political information about their group’s position on the
issues. Because Congress members and their staffs value both kinds of information, interest groups
can often provide the precise language they desire in proposed bills and amendments. Thus, interest
group staffs often augment the work of congressional staffs. Interest groups also provide testimony at
congressional hearings as well as technical reports and analyses used by congressional staffs.
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AGENDA SETTING: THE MASS MEDIA

Television is the major source of information for the vast majority of Americans. More than
two-thirds report that they receive all or most of their news from television. Television is really the
first form of mass communication, that is, communication that reaches nearly everyone, includ-
ing children. More important, television presents a visual image, not merely a printed word. The
visual quality of television—the emotional impact that is conveyed by pictures—enables the TV
networks to convey emotions as well as information.

Media Power

The media are both players and referees in the game of politics. They not only report to the people
on the struggles for power in society, but they also participate in those struggles themselves. They
are an elite group, competing for power alongside the more traditional leadership groups from
business, labor, government, and other sectors of society. As political journalist Theodore White
once observed, “The power of the press in America is a primordial one. It sets the agenda of public
discussion; and this sweeping power is unrestrained by any law. It determines what people will talk
about and think about—an authority that in other nations is reserved for tyrants, priests, parties,
and mandarins.”*

The Media Focus on the President President Barack Obama confronts the media on Air Force One. The president is
in near constant contact with the press and television; more media space and time are devoted to the president than any
other figure in America. Presidents and politicians are said to have a “love/hate” relationship with the media, as they try
to use the media for their own purposes, even as the media pursues its own agenda. (© Brooks Kraft/Corbis)
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Media power is concentrated in the hands of a relatively small number of people: the edi-
tors, producers, anchors, reporters, and columnists of the leading television networks (ABC, CBS,
NBC, FOX, and CNN) and the prestigious press (New York Times, Washington Post, Wall Street
Journal). Producers and editors generally work behind the scenes, and many influential print jour-
nalists are known only by their bylines. But most Americans have come to recognize the faces of
the television network anchors and leading reporters. These media people are courted by politi-
cians, treated as celebrities, studied by scholars, and known to millions of Americans by their
television images.

Newsmaking

Newsmaking involves all-important decisions about what is “news” and who is “newsworthy.”
Television executives and producers and newspaper and magazine editors must decide what peo-
ple, organizations, and events will be given attention—attention that makes these topics matters
of general public concern and political action. Without media coverage the general public would
not know about these personalities, organizations, or events. They would not become objects of
political discussion, nor would they be likely to be considered important by government officials.

Media attention can create issues and personalities. Media inattention can doom issues and
personalities to obscurity. The TV camera cannot be “a picture of the world” because the whole
world cannot squeeze into the picture. News executives must sort through a tremendous surplus of
information and decide what is to be “news.”

In addition to deciding what is and what is not news, news executives provide cues to mass
audiences about the importance of an issue, personality, or event. Some matters are covered promi-
nently by the media, with early placement on a newscast and several minutes of time, or with
front-page newspaper coverage, including big headlines and pictures. The amount of coverage tells
us what is important and what is not.

Of course, politicians, professional public relations people, interest group spokespersons, and
various aspiring celebrities all know that the decisions of the media are vital to the success of their
issue, their organization, and themselves. So they try to attract media attention by deliberately
engaging in behavior or manufacturing situations that are likely to win coverage. The result is the
“media event”—an activity arranged primarily to stimulate coverage and thereby attract public
attention to an issue or individual. Generally, the more bizarre, dramatic, and sensational it is, the
more likely it is to attract coverage. A media event may be a press conference to which report-
ers from the television stations and newspapers are invited by public figures—even when there is
really no news to announce. Or it may be a staged debate, confrontation, or illustration of injus-
tice. Political candidates may visit coal mines, ghetto neighborhoods, and sites of fires or other
disasters. Sometimes protests, demonstrations, and even violence have been staged primarily as
media events to dramatize and communicate grievances.

Media Bias

In exercising their judgment regarding which stories should be given television time or news-
paper space, media executives must rely on their own political values and economic interests as
guidelines. In general, these executives are more liberal in their views than other segments of the
nation’s leadership. Topics selected weeks in advance for coverage reflect, or often create, current
liberal issues: concern for problems affecting the poor and minorities, women’s issues, opposition

41



42

Chapter 3 The Policymaking Process

to defense spending, environmental concerns, and so forth. But liberalism is not the major source
of bias in the news.

The principal source of distortion in the news is caused by the need for drama, action, and
confrontation to hold audience attention. Television must entertain. To capture the attention of
jaded audiences, news must be selected on the basis of emotional rhetoric, shocking incidents,
dramatic conflict, overdrawn stereotypes. Race, sex, violence, and corruption in government
are favorite topics because of popular interest. More complex problems such as inflation, gov-
ernment spending, and foreign policy must either be simplified and dramatized or ignored. To
dramatize an issue, news executives must find or create a dramatic incident; tape it; transport,
process, and edit the tape; and write a script for the introduction, the “voice-over,” and the
“recapitulation.” All this means that most “news” must be created well in advance of scheduled
broadcasting.

Media Effects

Media effects can be categorized as (1) identifying issues and setting the agenda for policymakers,
(2) influencing attitudes and values toward policy issues, and (3) changing the behavior of voters
and decision makers. These categories are ranked by the degree of influence the media are likely to
have over their audiences. The power of television does not really lie in persuading viewers to take
one side of an issue or another. Instead, the power of television lies in setting the agenda for decision
making—deciding what issues will be given attention and what issues will be ignored.

The media can create new opinions more easily than they can change existing ones. They can
often suggest how we feel about new events or issues—those for which we have no prior feelings or
experiences. And the media can reinforce values and attitudes that we already hold. But there is
very little evidence that the media can change existing values.

The viewer’s psychological mechanism of selective perception helps to defend against bias
in news and entertainment programming. Selective perception means mentally screening out
information or images with which one disagrees. It causes people to tend to see and hear only
what they want to see and hear. It reduces the impact of television bias on viewers’ attitudes and
behavior.

FORMULATING POLICY

Policy formulation is the development of policy alternatives for dealing with problems on the
public agenda. Policy formulation occurs in government bureaucracies; interest group offices; leg-
islative committee rooms; meetings of special commissions; and policy-planning organizations,
otherwise known as think tanks. The details of policy proposals are usually formulated by staff
members rather than by their bosses, but staffs are guided by what they know their leaders want.

Think Tanks

Policy-planning organizations are central coordinating points in the policy-making process.
Certain policy-planning groups—for example, the Council on Foreign Relations, the American
Enterprise Institute, the Heritage Foundation, Center for American Progress, and the Brookings
Institution—are influential in a wide range of key policy areas.
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These organizations bring together the leadership of corporate and financial institutions, the
foundations, the mass media, the leading intellectuals, and influential figures in the government.
They review the relevant university and foundation-supported research on topics of interest, and
more important, they try to reach a consensus about what action should be taken on national prob-
lems under study. Their goal is to develop action recommendations—explicit policies or programs
designed to resolve national problems. These policy recommendations of the key policy-planning
groups are distributed to the mass media, federal executive agencies, and Congress. The purpose is
to lay the groundwork for making policy into law.

The following are among the more influential think tanks:

The Brookings Institution. The Brookings Institution has long been the dominant
policy-planning group for American domestic policy, despite the growing influence of compet-
ing think tanks over the years. Brookings staffers dislike its reputation as a liberal think tank,
and they deny that Brookings tries to set national priorities. Yet the Brookings Institution has
been very influential in planning the War on Poverty, welfare reform, national defense, and tax-
ing and spending policies. The New York Times columnist and Harvard historian writing team,
Leonard Silk and Mark Silk, describe Brookings as the central locus of the Washington “policy
network,” where it does “its communicating: over lunch, whether informally in the Brookings
cafeteria or at the regular Friday lunch around a great oval table at which the staff and their guests
keen over the events of the week like the chorus of an ancient Greek tragedy; through consulting,
paid or unpaid, for government or business at conferences, in the advanced studies program; and,
over time, by means of the revolving door of government employment.”

The American Enterprise Institute. For many years Republicans dreamed of a “Brookings
Institution for Republicans” that would help offset the liberal bias of Brookings itself. In the late
1970s, that role was assumed by the American Enterprise Institute (AEI). The AEI appeals to both
Democrats and Republicans who have doubts about big government. President William Baroody, Jr.,
distinguished the AEI from Brookings: “In confronting societal problems those who tend to gravi-
tate to the AEI orbit would be inclined to look first for a market solution...while the other orbit
people have a tendency to look for a government solution.”®

The Heritage Foundation. Conservative ideologues have never been welcome in the
Washington establishment. Yet influential conservative businesspersons gradually came to under-
stand that without an institutional base in Washington, they could never establish a strong and
continuing influence in the policy network. So they set about the task of “building a solid institu-
tional base” and “establishing a reputation for reliable scholarship and creative problem solving.””
The result of their efforts was the Heritage Foundation.

Center for American Progress. On the left of the political spectrum is the newly in-
fluential Center for American Progress (CAP), the intellectual source of policy “change” in
the Obama Administration. CAP is funded largely by George Soros, the billionaire sponsor of
MoveOn.org and other flourishing left-liberal outlets. It was founded in 2003 by John Podesta,
former chief of staff to President Bill Clinton, and designed to give the “progressive” move-
ment the same ideological influence in the Obama Administration as the Heritage Foundation
exercised in the Reagan Administration.® CAP promises to “engage in a war of ideas with
conservatives,” and to be more active on behalf of progressive policies than the more scholarly
Brookings Institution.
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The Council on Foreign Relations. Political scientist Lester Milbraith observes that the in-
fluence of the Council on Foreign Relations (CFR) throughout government is so pervasive that it
is difficult to distinguish the CFR from government programs: “The Council on Foreign Relations,
while not financed by government, works so closely with it that it is difficult to distinguish Council
actions stimulated by government from autonomous actions.” The CFR itself, of course, denies
that it exercises any control over U.S. foreign policy. Indeed, its bylaws declare, “The Council
shall not take any position on questions of foreign policy and no person is authorized to speak or
purport to speak for the Council on such matters.”'° But policy initiation and consensus building
do not require the CFR to officially adopt policy positions. Many foreign policy decisions are first
aired in the CFR’s prestigious publication, Foreign Affairs.!!

INTEREST GROUPS AND POLICYMAKING

Washington is awash in special interest groups, lawyers and law firms, lobbyists, and influence
peddlers. Interest groups are active in both policy formulation and policy legitimating. Organized
interests frequently develop policy proposals of their own and forward them to the White House
or to members of Congress or the mass media to place on the agenda of decision making. And
they are even more active in policy legitimating. Indeed, political life in Washington is a blur of
“lobbying,” “fund-raising,” “opening doors,” “mobilizing grassroots support,” “rubbing elbows,” and
“schmoozing.”

Interest groups influence government policy in a variety of ways. It is possible to categorize
efforts to influence government policy as follows:

1. Direct lobbying, including testifying at committee hearings, contacting government
offices directly, presenting research results, and assisting in the writing of legislation

2. Campaign contributions made through political action committees (PACs)

3. Interpersonal contacts, including travel, recreation, entertainment, and general
“schmoozing,” as well as the “revolving door” exchange of personnel between
government offices and the industries and organizations representing them

4. Litigation designed to force changes in policies through the court system, wherein
interest groups and their lawyers bring class-action suits on behalf of their clients or
file amicus curiae (friend of the court) arguments in cases in which they are interested

5. Grassroots mobilization efforts to influence Congress and the White House by
encouraging letters, calls, and visits by individual constituents and campaign
contributors

Lobbying

Washington’s influence industry is a billion-dollar business. Each year lobbyists spend almost
$3 billion trying to influence policy—more than $5 million for each member of Congress!!2

The U.S. Chamber of Commerce regularly ranks at the top of the lobbying spenders. At
the industry group level, pharmaceutical and health product manufacturers spend a great deal on
lobbying. The insurance industry also ranks high in direct lobbying expenditures, followed by tele-
phone utilities, the oil and gas industry, the defense industry, and electric utilities (see Table 3—4).
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TABLE 3-4 Washington’s Top Lobbying Spenders”
Lobbying is a $3 billion business in Washington.

Rank* Organization
1 US Chamber of Commerce
2 American Medical Assn
3 General Electric
4 Pharmaceutical Rsrch & Mfrs of America
5 AARP
6 American Hospital Assn
7 AT&T Inc
8 Northrop Grumman
9 Blue Cross/Blue Shield

10 National Assn of Realtors
11 Exxon Mobil

12 Verizon Communications
13 Edison Electric Institute
14 Business Roundtable

15 Boeing Co

16 Lockheed Martin

17 PG&E Corp

18 Southern Co

19 General Motors

20 Pfizer Inc

SOURCE: Center for Responsive Politics, accessed January, 2011, www.crp.org.
*Rankings are for 1998 through 2010. (OpenSecrets.org)

It is important to note that direct lobbying expenditures provide only one indicator of an
industry’s or corporation’s clout in Washington. Effective lobbying also requires backup by cam-
paign contributions and in-kind services, election endorsements, and grassroots political sup-
port. For example, a survey of Washington insiders conducted by Fortune ranked the AARP, the
American Israel Public Affairs Committee, and the AFL-CIO as the three most powerful lobbies
in Congress.!? Indeed, only about one-half of the magazine’s designated “Power Twenty-Five”
were industry lobbies; others included the National Rifle Association, the Christian Coalition,
the National Right to Life Committee, independent unions (NEA, AFSCME, Teamsters), and
veterans’ groups.

Occasionally, when Congress is embarrassed by media reports on extravagant lobbyist-paid
travel, vacations, dinners, parties, and other perks, cries are heard for new restrictions on lobbying
expenditures. Another reform frequently advocated is the elimination of “earmarking” of particu-
lar spending items in larger appropriations bills—items that are heavily lobbied for, yet often are
overlooked by most members of Congress when voting on appropriations bills.
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PACs

Contributions virtually ensure access to government decision makers. It is highly unlikely that any
member of Congress will fail to meet with representatives of groups that helped to fund his or her
election. And top White House staff and cabinet officials, if not the president, are almost always pre-
pared to meet with interests that have made significant contributions to the presidential campaign.
Contributions do not guarantee a favorable decision, but they can be counted on to guarantee a hearing.

Political action committees (PACs) solicit and receive contributions from members of
organizations—unions, corporations, professional and trade associations, as well as ideological, envi-
ronmental, and issue-oriented groups—and then distribute these funds to political candidates. PACs
are regulated by the Federal Elections Commission, which requires them to register their finances
and political contributions, and limits their contributions to $5,000 to any candidate per election.

PAC contributions are heavily weighted toward incumbents running for reelection. Usually
two-thirds of all PAC contributions go to incumbents; this is true for corporate as well as union
and other PACs. PACs are well aware that more than 90 percent of incumbent members of
Congress seeking reelection win. Labor unions make heavy use of PACs; union PAC money is
heavily weighted toward Democrats (see Table 3-5).

Assessing Interest Group Influence

Most Americans believe that interest group PACs, as well as big corporations, the news media,
and lobbyists, “have too much power and influence on Washington.”!* But it is difficult to assess
exactly how much power interest groups actually wield in the nation’s capital. First of all, the
views of members of Congress may coincide with the positions of interest groups independently
of any direct lobbying efforts or campaign contributions. Second, the most important effects of
interest group efforts may not be found on roll call votes but rather on various earlier stages of the
legislative process, including behind-the-scenes negotiations over specific provisions, the drafting
of amendments, and the markup of bills in committees and subcommittees. Third, interest group
lobbying may have its greatest effect on the details of specific legislation rather than on overall
policy directions. Finally, party leadership, constituency influence, and the personal views of the
members of Congress all combine to modify the independent effect of interest group activities.

POLICY LEGITIMATION: THE PROXIMATE POLICYMAKERS

What is the role of the “proximate policymakers”? The activities of these policymakers—the
president, Congress, courts, federal agencies, congressional committees, White House staff, and
interest groups—have traditionally been the central focus of political science and are usually por-
trayed as the whole of the policymaking process. But the activities of the proximate policymakers
are only the final phase of a much more complex process. This final stage is the open, public stage
of the policymaking process, and it attracts the attention of the mass media and most political
scientists. The activities of the proximate policymakers are much easier to study than the private
actions of corporations, foundations, the mass media, and the policy-planning organizations.

Formal Lawmaking Process

Congress is designated in the U.S. Constitution as the principal instrument of policy legitimation.
Article I describes the national government’s powers (for example, “to lay and collect Taxes,
Duties, Imposts and Excises”) as powers of Congress. It is important to note, however, that
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TABLE 3-5 Top PAC Spenders® In addition to lobbying spending, businesses, trade associations, and
labor unions contribute billions to political campaigns through political action committees (PACs).

Percentage Given to:

Rank PAC Name Democrats Republicans
1 National Assn of Realtors 57% 43%
2 Honeywell International 55% 45%
3 AT&T Inc 47% 53%
4 Intl Brotherhood of Electrical Workers 98% 2%
5 National Beer Wholesalers Assn 56% 44%
6 American Assn for Justice (trial lawyers) 97% 3%
7 American Bankers Assn 33% 66%
8 American Federation of Teachers 99% 0%
9 American Fedn of St/Cnty/Munic Employees 99% 0%

10 Operating Engineers Union 90% 10%
11 Teamsters Union 97% 2%
12 National Auto Dealers Assn 47% 53%
13 Credit Union National Assn 58% 41%
14 Boeing Co 54% 45%
15 Laborers Union 96% 4%
16 Carpenters & Joiners Union 87% 13%
17 American Crystal Sugar 68% 32%
18 International Assn of Fire Fighters 83% 16%
19 Plumbers/Pipefitters Union 96% 2%
20 Machinists/Aerospace Workers Union 98% 2%

SOURCE: Center for Responsive Politics, accessed January 2011, www.crp.org.
*Rankings are for 2009-2010. (OpenSecrets.org)

Congress is not the exclusive repository of policy legitimacy. Courts also bear a heavy responsibil-
ity to maintain the legitimacy of governmental authority, and to a somewhat lesser extent, so do
administrative bureaucracies. By focusing attention on the Congress in the policy legitimation
process, we do not mean to detract from the importance of other governmental institutions in
maintaining legitimacy.

Congress has developed highly institutionalized rules and procedures to help legitimate its
actions. Indeed, its rules and procedures have become so elaborate that proposed policy changes
are extremely difficult. Very few of the bills introduced in Congress are passed; in a typical two-year
session more than 10,000 bills will be introduced, but fewer than 800 (less than 10 percent) will
be enacted in any form. Congress is accurately perceived more as an obstacle to, than a facilitator
of, policy change.

The formal process of lawmaking is outlined in Figure 3—1. The familiar path is taught in vir-
tually every high school and college government class in America. But this outline of the formal
lawmaking process fails to describe the role of parties and leadership in guiding legislation in the
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House of
Senate Representatives
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Committee Committee
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Committee Action (3) Committee Action (8)
I I

L Rules Committee
Calendar Listing (4) Consideration (9)
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Debate on Floor (5) Debate on Floor (10)
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Vote (5) Vote (10)
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Report (11)
Vote (12) Vote (12)
President (13)
-
Signature Veto
|
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(14) <
2/3 Majority Vote 2/3 Majority Vote
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1.

12,

13.

14.

Introduction. Most bills can be introduced in either
house. (In this example, the bill is first introduced in
the Senate.) It is given a number and referred to the
proper committee.

Hearings. The committee may hold public hearings
on the bill.

Commiittee action. The full committee meets in ex-
ecutive (closed) session. It may Kill the bill, approve
it with or without amendments, or draft a new bill.

Calendar. If the committee recommends the bill for
passage, it is listed on the calendar.

Debate, amendment, vote. The bill goes to the
floor for debate. Amendments may be added. The
bill is voted on.

Introduction to the second house. If the bill
passes, it goes to the House of Representatives,
where it is referred to the proper committee.

Hearings. Hearings may be held again.

Committee action. The committee rejects the bill,
prepares a hew one, or accepts the bill with or
without amendments.

Rules Committee consideration. If the committee
recommends the bill, it is listed on the calendar and
sent to the Rules Committee. The Rules Committee
can block a bill or clear it for debate before the
entire House.

Debate, amendment, vote. The bill goes before
the entire body and is debated and voted upon.

Conference Committee. If the bill as passed by
the second house contains major changes, either
house may request a conference committee. The
conference—five persons from each house,
representing both parties—meets and tries to
reconcile its differences.

Vote on conference report. When committee
members reach an agreement, they report back
to their respective houses. Their report is either
accepted or rejected.

Submission to the president. If the report is
accepted by both houses, the bill is signed by the
Speaker of the House and the president of the
Senate and is sent to the president of the United
States.

Presidential action. The president may sign or
veto the bill within ten days. If the president does
not sign and Congress is still in session, the bill
automatically becomes law. If Congress adjourns
before the ten days have elapsed, it does not
become law. (This is called the “pocket veto.") If
the president returns the bill with a veto message,
it may still become a law if passed by a two-thirds
majority in each house.

FIGURE 3-1 How a Bill Becomes a Law The formal process by which a bill becomes a law is complex,
making it easier to defeat a bill than to pass a bill.
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House and Senate, the influence of constituents and interest groups, the influence of the president
and White House staff, and, above all, the continuing pressing need of members of Congress to
raise money for their reelection campaigns.

Party Influence

Party loyalty is stronger among members of Congress and other political activists than it is among
voters. Party votes—roll call votes in the House and Senate on which a majority of Democrats
vote in opposition to a majority of Republicans—occur on more than half the roll call votes in
Congress. Indeed, party votes appear to have risen in recent years, indicating an increase in parti-
sanship in Washington. Party unity in Congress—the average percentage of support among mem-
bers of each party for their party’s position on party votes—is also fairly high. On average, both the
Democratic and Republican parties can expect more than 80 percent of their members to support
their party on a party line vote.

It is true, of course, that party loyalty and party line voting in the Congress may not necessar-
ily be a product of party loyalty or discipline. They may result more from ideological or issue agree-
ment among members of each party.

The social bases in the electorate of the Democratic and Republican parties are slightly differ-
ent. Both parties draw support from all social groups in America, but the Democrats draw dispro-
portionately from labor, big-city residents, ethnic voters, blacks, Jews, and Catholics; Republicans
draw disproportionately from rural, small-town, and suburban Protestants, businesspeople, and
professionals. To the extent that the policy orientations of these two broad groups differ, the thrust
of party ideology also differs.

What are the issues that cause conflict between the Democratic and Republican parties? In
general, Democrats have favored federal action to assist low-income groups through public assis-
tance, housing, and antipoverty programs, and generally a larger role for the federal government
in launching new projects to remedy domestic problems. Republicans, in contrast, have favored
less government involvement in domestic affairs, lower taxes, and greater reliance on private
action.

Presidential Influence

Presidents are expected to set forth policy initiatives in speeches, in messages to the Congress
(including the annual State of the Union message), and in the annual Budget of the United States
Government. Presidents and their chief advisers regularly sift through policies formulated in think
tanks and policy-planning organizations, developed in the offices of interest groups, law firms, and
lobbyists, and suggested by heavy campaign contributors in the course of preparing a White House
legislative agenda.

But a president’s success in getting legislation enacted into law is closely tied to party control
of the Congress. Presidents are far more successful when they can work with a Congress controlled
by their own party. Presidential “box scores”—the percentage of policy initiatives on which the
president took a clear-cut position that is enacted into law by the Congress—depend primarily
on whether or not the president’s party controls one or both houses of Congress (see Figure 3-2).
President Barack Obama’s success in Congress was closely tied to the large Democratic majori-
ties in both the House and Senate in his first two years. The capture of control of the House of
Representatives by Republicans in the midterm congressional election of 2010 promises a slow-
down of the Obama policy agenda.
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FIGURE 3-2 Presidential Support in Congress A president’s success in getting his legislation enacted by
Congress is most heavily influenced by whether or not his party controls the House or Senate or both bodies.
SOURCE: Congressional Quarterly, various issues.

Presidents are more successful in stopping legislation they oppose than in getting legislation
they support passed by the Congress. The veto is the president’s most important weapon in deal-
ing with Congress. Even the threat of the veto greatly enhances the president’s legislative power.
A bill vetoed by the president can be passed into law only by the two-thirds vote of both houses
of Congress. Seldom is a president so weak that he cannot hold the loyalty of at least one-third
of either the House or the Senate. From George Washington to Barack Obama, more than
96 percent of all presidential vetoes have been sustained.

Constituency Influence

Members of Congress like to think of themselves as independent-minded, public-spirited “trustees”
rather then merely message-carrying “delegates” sent to Washington by their districts’ voters. The
philosophical justification for this notion was offered by the English parliamentarian Edmund Burke
more than 200 years ago in a speech to his constituents: “Your representative owes you, not his indus-
try only, but his judgment; and betrays, instead of serving you, if he sacrifices it to your opinion.”!?
But the rationale for Congress members’ independence from constituency influence may not
be so noble as that implied by Burke. Members know that their constituents are largely unaware
of their voting records in Congress. Only occasionally, on a highly publicized vote, where home
state or district feelings are intense, will a member defer to constituents’ views over those of their
party’s leadership and campaign-cash-contributing interest groups. On most issues, members are
free to ignore their constituents: “They don’t know much about my votes. Most of what they know
is what I tell them. They know more of what kind of a guy I am. It comes through in my letters:
‘You care about the little guy.””'¢ A long record of “home-style” politics—doing casework
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for constituents, performing favors, winning pork-barrel projects for the district, making frequent
visits back home to “press the flesh”—can protect members from any opposition that might be
generated by their voting records.

Contributor Influence

The cost of running for Congress today virtually guarantees the dependency of its members on
heavy campaign contributors. The average incumbent House member now spends nearly $1.5 mil-
lion running for office every two years. The average incumbent U.S. senator spends more than $10
million to maintain his or her seat, and the price tag in some big states can run $50 million or more.

Corporations, interest group PACs, and individual “fat cats” have become the real constitu-
ents of Congress (see Table 3-6). Large corporate and individual donors, together with interest
group PACs, constitute more than two-thirds of the campaign cash flowing into congressional
elections. Small individual donors ($500 or less) provide less than one-third of campaign funds.
Most members of Congress spend hours each day making fund-raising calls from their offices on
Capitol Hill. “Making your calls” is a basic responsibility of the job.

Throughout the lawmaking process, big campaign contributors expect to be able to call or
visit and present their views directly to the officeholders they supported. At the presidential level,
major contributors expect to get a meeting with the president or at least with high-level White
House staff or cabinet members. At the congressional level, major contributors usually expect to
meet directly with representatives and senators. Members of Congress frequently boast of respond-
ing to letters, calls, or visits by any constituent. But big contributors expect “face time” with the
political leaders they help keep in office.

Campaign contributions are rarely made on a direct quid pro quo basis—that is, direct dollar
payments in exchange for sponsoring a bill in Congress or for voting for or against a bill in com-
mittee or on the floor. Such direct trade-offs risk exposure as bribery and may be prosecuted under
law. Bribery, where it occurs, is probably limited to very narrow and specific policy actions: pay-
ments to intervene in a particular case before an administrative agency, payments to insert a very
specific break in a tax law or a specific exemption in a trade bill, payments to obtain a specific
contract with the government. Bribery on major issues is very unlikely; there is simply too much
publicity and too much risk of exposure. But Congress members are smart enough to know what
issues concern the contributors and how to vote in order to keep the contributions coming in

the future.

THE BUDGETARY AND APPROPRIATIONS PROCESSES

A great deal of policymaking occurs in the budgetary and appropriations processes. Congress may
authorize policies and programs in legislation, but congress must separately appropriate funds to
implement the legislation.

The Constitution gives the president no formal powers over taxing and spending.
Constitutionally all the president can do is “make recommendations” to Congress. It is difficult to
imagine that prior to 1921 the president played no direct role in the budget process. The Secretary
of the Treasury compiled the estimates of the individual agencies, and these were sent, without
revision, to Congress for its consideration. It was not until the Budget and Accounting Act of
1921 that the president acquired responsibility for budget formulation and thus developed a means
of directly influencing spending policy.
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TABLE 3-6 All-Time Big-Money Contributors The cost of running for Congress has skyrocketed, making

Congress members ever more dependent on contributions from big corporations and labor unions.

Rank Organization Name

1
2
3

10

11
12

13

14

15
16
17
18

19
20

21

22
23
24

ActBlue (Democratic Party)

AT&T Inc

American Fedn of State,
County & Municipal
Employees

National Assn of Realtors

Goldman Sachs

American Assn for
Justice (trial lawyets)

Intl Brotherhood of
Electrical Workers

National Education Assn
Laborers Union

Service Employees
International Union

Teamsters Union

Carpenters & Joiners
Union

American Federation of
Teachers

Communications
Workers of America

Citigroup Inc
American Medical Assn
United Auto Workers

Machinists & Aerospace
Workers Union

National Auto Dealers
Assn

United Parcel Service
United Food &

Commercial Workers
Union

Altria Group
American Bankers Assn

National Assn of Home
Builders

1989-2010
Dems Repubs
99% 0%
44% 55%
98% 1%
49% 50%
62% 31%
90% 8%
97% 2%
93% 6%
92% 7%
95% 3%
93% 6%
89% 10%
98% 0%
98% 0%
50% 49%
39% 59%
98% 0%
98% 0%
32% 67%
36% 62%
98% 1%
27% 72%
40% 59%
35% 63%

Rank Organization Name

25
26

27
28

29
30
31
32
33
34

35
36

37
38
39
40
41
42

43

44

45

46
47

48
49

50

EMILY’s List

National Beer
Wholesalers Assn

Microsoft Corp

National Assn of Letter
Carriers

JPMotrgan Chase & Co
Time Warner

Morgan Stanley
Lockheed Martin
General Electric

Verizon
Communications

AFL-CIO

Credit Union National
Assn

FedEx Corp

Bank of America
National Rifle Assn
Ernst & Young

Blue Cross/Blue Shield
Sheet Metal Workers

Union

American Hospital

Assn

Plumbers & Pipefitters
Union

Deloitte Touche
Tohmatsu

American Dental Assn

International Assn of Fire
Fighters

PricewaterhouseCoopers

Operating Engineers
Union

Air Line Pilots Assn

SOURCE: Center for Responsive Politics, “Top All-Time Donor Profiles,” www.opensecrets.org.

1989-2010
Dems Repubs
99% 0%
33% 66%
53% 46%
88% 10%
50% 48%
72% 27%
44% 54%
43% 56%
51% 48%
40% 58%
95% 4%
48% 50%
40% 58%
46% 53%
17% 82%
44% 55%
39% 60%
97% 1%
53% 45%
94% 4%
35% 64%
46% 53%
82% 17%
37% 62%
85% 13%
84% 15%
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OMB—Preparing the Presidential Budget

The president, through the Office of Management and Budget (OMB), located in the Executive
Office, has the key responsibility for budget preparation. Work on the fiscal budget starts more
than a year before the beginning of the fiscal year for which it is intended. After preliminary con-
sultation with the executive agencies and in accord with presidential policy, the OMB develops
targets or ceilings within which the agencies are encouraged to build their requests. This work
begins a full sixteen to eighteen months before the beginning of the fiscal year for which the bud-
get is being prepared. (In other words, work would begin in January 2002 on the budget for the
fiscal year beginning October 1, 2013, and ending September 30, 2014.) Budgets are named for the
fiscal year in which they end, so this example describes the work on the Budget of the United States
Government, 2014 or more simply, “FY14.”

Budget materials and instructions go to the agencies with the request that the forms be completed
and returned to the OMB. The heads of agencies are expected to submit their completed requests
to the OMB by mid-September or early October. Occasionally a schedule of “over ceiling” items
(requests above the suggested ceilings) will be included.

With the requests of the spending agencies at hand, the OMB begins its own budget review.
Hearings are given to each agency. Top agency officials support their requests as convincingly as
possible. On rare occasions dissatisfied agencies may ask the budget director to take their cases to
the president.

In December, the president and the OMB director will devote time to the document, which
by now is approaching its final stages of assembly. They and their staffs will “blue-pencil,” revise,
and make last-minute changes as well as prepare the president’s message, which accompanies the
budget to Congress. After the budget is in legislative hands, the president may recommend further
alterations as needs dictate.

Although the completed document includes a revenue plan with general estimates for taxes and
other income, it is primarily an expenditure budget. Revenue and tax policy staff work centers in the
Treasury Department and not in the OMB. In late January or early February the president presents
the Budget of the United States Government for the fiscal year beginning October 1 to Congress.

House and Senate Budget Committees

In an effort to consider the budget as a whole, Congress established House and Senate budget
committees and a Congressional Budget Office (CBO) to review the president’s budget after its
submission to Congress. These committees draft a first budget resolution (due May 15) setting
forth target goals to guide committee actions on specific appropriation and revenue measures. If
appropriations measures exceed the targets in the budget resolution, it comes back to the floor
in a reconciliation measure. A second budget resolution (due September 15) sets binding budget
figures for committees and subcommittees considering appropriations. In practice, however, these
two budget resolutions have been folded into a single measure because Congress does not want to
reargue the same issues.

Appropriations Acts

Congressional approval of each year’s spending is usually divided into thirteen separate appro-
priations bills, each covering separate broad categories of spending. These appropriations bills are
drawn up by the House and Senate appropriations committees and their specialized subcommittees.
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Indeed, House appropriations subcommittees function as overseers of the agencies included in
their appropriations bill. The appropriations committees must stay within the overall totals set
forth in the budget resolutions adopted by Congress.

An appropriations act provides money for spending, and no funds can be spent without it. An
authorization is an act of Congress establishing a government program and defining the amount of
money that it may spend. Authorizations may be for several years. However, the authorization does
not actually provide the money that has been authorized; only an appropriations act can do that.
Appropriations acts are almost always for a single fiscal year. Congress has its own rule that does
not allow appropriations for programs that have not been authorized. However, appropriations
frequently provide less money for programs than earlier authorizations.

Appropriations acts include both obligational authority and outlays. An obligation of authority
permits a government agency to enter into contracts calling for payments into future years (new
obligated authority). Outlays are to be spent in the fiscal year for which they are appropriated.

Appropriations Committees

Considerations of specific appropriations measures are functions of the appropriations committees
in both houses. Committee work in the House of Representatives is usually more thorough than it
is in the Senate; the committee in the Senate tends to be a “court of appeal” for agencies opposed
to House action. Each committee, moreover, has about ten largely independent subcommittees to
review the requests of a particular agency or a group of related functions. Specific appropriations
bills are taken up by the subcommittees in hearings. Departmental officers answer questions on
the conduct of their programs and defend their requests for the next fiscal year; lobbyists and other
witnesses testify.

Supplemental Appropriations

The appropriations acts often fail to anticipate events that require additional federal spending dut-
ing the fiscal year. For example, the Iraq War and Hurricane Katrina both incurred government
spending well above the original appropriations acts for defense and homeland security. It is com-
mon for the president to request Congress to appropriate additional funds in such cases—funds not
in the original budget for the fiscal year or in the original congressional appropriations acts.

Revenue Acts

The House Committee on Ways and Means and the Senate Finance Committee are the major
instruments of Congress for consideration of taxing measures. Through long history and jealous
pride they have maintained formal independence of the appropriations committees, further frag-
menting legislative consideration of the budget.

Presidential Veto

In terms of aggregate amounts, Congress does not regularly make great changes in the executive
budget. It is more likely to shift money among programs and projects. The budget is approved by
Congress in the form of appropriations bills, usually thirteen of them, each ordinarily providing for
several departments and agencies. The number of revenue measures is smaller. As with other bills
that are passed by Congress, the president has ten days to approve or veto appropriations legislation.
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Although Congress authorized the president to exercise a “line-item veto” in 1996, the U.S.
Supreme Court declared it to be an unconstitutional violation of the separation of powers. The
line-item veto would have given the president the authority to “cancel” specific spending items and
specific limited tax benefits in an overall appropriations act. But the Court held that this procedure
would transfer legislative power—granted by the Constitution only to Congress—to the president.!?

Continuing Resolutions and “Shutdowns”

All appropriations acts should be passed by both houses and signed by the president into law before
October 1, the date of the start of the fiscal year. However, it is rare for Congress to meet this
deadline, so the government usually finds itself beginning a new fiscal year without a budget.
Constitutionally, any U.S. government agency for which Congress does not pass an appropriations
act may not draw money from the Treasury and thus is obliged to shut down. To get around this
problem, Congress adopts a “continuing resolution” that authorizes government agencies to keep
spending money for a specified period, usually at the same level as in the previous fiscal year.

A continuing resolution is supposed to grant additional time for Congress to pass, and the
president to sign, appropriations acts. But occasionally this process has broken down in the heat of
political combat over the budget. The time period specified in a continuing resolution has expired
without agreement on appropriations acts or even on a new continuing resolution. In theory,
the absence of either appropriations acts or a continuing resolution should cause the entire fed-
eral government to “shut down,” that is, to cease all operations and expenditures for lack of funds.
(Shutdown occurred during the bitter battle between President Bill Clinton and the Republican-
controlled Congress over the Fiscal Year 1996 budget.) But in practice, shutdowns have been only
partial, affecting only “nonessential” government employees and causing relatively little disruption.

POLICY IMPLEMENTATION: THE BUREAUCRACY

“Implementation is the continuation of politics by other means.”!® Policymaking does not end
with the passage of a law by Congress and its signing by the president. Rather, it shifts from Capitol
Hill and the White House to the bureaucracy—to the departments, agencies, and commissions
of the executive branch (see Figure 3-3). The bureaucracy is not constitutionally empowered to
decide policy questions, but it does so, nonetheless, as it performs its task of implementation.

Implementation and Policymaking

Implementation involves all of the activities designed to carry out the policies enacted by the
legislative branch. These activities include the creation of new organizations—departments, agen-
cies, bureaus, and so on—or the assignment of new responsibilities to existing organizations. These
organizations must translate laws into operational rules and regulations. They must hire personnel,
draw up contracts, spend money, and perform tasks. All of these activities involve decisions by
bureaucrats—decisions that determine policy.

As society has grown in size and complexity, the bureaucracy has increased its role in the poli-
cymaking process. The standard explanation for the growth of bureaucratic power is that Congress
and the president do not have the time, energy, or technical expertise to look after the details of
environmental protection or occupational safety or equal employment opportunity or transporta-
tion safety or hundreds of other aspects of governance in a modern society. Bureaucratic agencies
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FIGURE 3-3 The Federal Bureaucracy Policymaking continues in the vast federal bureaucracy even
after the passage of a law by Congress and its signing by the president.
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receive only broad and general policy directions in the laws of Congress. They must decide them-
selves on important details of policy. This means that much of the actual policymaking process
takes place within the Environmental Protection Agency (EPA), the Occupational Safety and
Health Administration (OSHA), the Equal Employment Opportunity Commission (EEOC), the
National Transportation Safety Board, and hundreds of other bureaucratic agencies.

Bureaucratic power in policymaking is also explained by political decisions in Congress and
the White House to shift responsibility for many policies to the bureaucracy. Congress and the
president can take political credit for laws promising “safe and effective” drugs, “equal opportu-
nity” employment, the elimination of “unfair” labor practices, and other equally lofty, yet vague
and ambiguous, goals. It then becomes the responsibility of bureaucratic agencies, for example,
the Food and Drug Administration (FDA), the EEOC, and the National Labor Relations Board
(NLRB), to give practical meaning to these symbolic measures. Indeed, if the policies developed
by these agencies turn out to be unpopular, Congress and the president can blame the bureaucrats.

Regulation and Policymaking

Policy implementation often requires the development of formal rules and regulations by bureau-
cracies. Federal executive agencies publish about 60,000 pages of rules in the Federal Register each
year. The rule-making process for federal agencies is prescribed by the Administrative Procedures
Act, which requires agencies to

e Announce in the Federal Register that a new rule or regulation is being proposed.

e Hold hearings to allow interest groups to present evidence and assignments regarding the
proposed rule.

e  Conduct research on the proposed rule’s economic impact, environmental impact, and so on.
e  Solicit “public comments” (usually the arguments of interest groups).

e  Consult with higher officials, including the Office of Management and Budget.

e  Publish the new rule or regulation in the Federal Register.

Rule making by the bureaucracy is central to the policymaking process. Formal rules that
appear in the Federal Register have the force of law. Bureaucratic agencies may levy fines and penal-
ties for violations of these regulations, and these fines and penalties are enforceable in the courts.
Congress itself can only amend or repeal a formal regulation by passing a new law and obtaining the
president’s signature. Controversial bureaucratic regulations (policies) may remain in effect when
Congress is slow to act, when legislation is blocked by key congressional committee members, or
when the president supports the bureaucracy and refuses to sign bills overturning regulations. The
courts usually do not overturn bureaucratic regulations unless they exceed the authority granted to
the agency by law or unless the agency has not followed the proper procedure in adopting them.

Adjudication and Policymaking

Policy implementation by bureaucracies often involves adjudication of individual cases. (While
rule making resembles the legislative process, adjudication resembles the judicial process.) In adju-
dication, bureaucrats must decide whether a person, firm, corporation, and so on has complied
with laws and regulations and, if not, what penalties or corrective actions are to be applied. Federal
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regulatory agencies—for example, the EPA, the EEOC, the Internal Revenue Service (IRS), the
Federal Trade Commission (FTC), the Securities and Exchange Commission (SEC)—are heavily
engaged in adjudication. They have established procedures for investigation, notification, hearing,
decision, and appeal; individuals and firms involved in these proceedings often hire lawyers spe-
cializing in the field of regulation. Administrative hearings are somewhat less formal than a court
trial, and the “judges” are employees of the agency itself. Losers may appeal to the federal courts,
but the history of agency successes in the courts discourages many appeals. The record of agency
decisions in individual cases is a form of public policy. Just as previous court decisions reflect judi-
cial policy, previous administrative decisions reflect bureaucratic policy.

Bureaucratic Discretion and Policymaking

It is true that much of the work of bureaucrats is administrative routine—issuing Social Security
checks, collecting and filing income tax returns, delivering the mail. But bureaucrats almost always
have some discretion in performing even routine tasks. Often individual cases do not exactly fit
established rules; often more than one rule might be applied to the same case, resulting in different
outcomes. For example, the IRS administers the U.S. tax code, but each auditing agent has con-
siderable discretion in deciding which rules to apply to a taxpayer’s income, deductions, business
expenses, and so on. Indeed, identical tax information submitted to different IRS offices almost
always results in different estimates of tax liability. But even in more routine tasks, from processing
Medicare applications to forwarding mail, individual bureaucrats can be friendly and helpful, or
hostile and obstructive.!®

Policy Bias of Bureaucrats

Generally bureaucrats believe strongly in the value of their programs and the importance of their
tasks. EPA officials are strongly committed to the environmental movement; officials in the Central
Intelligence Agency (CIA) believe strongly in the importance of good intelligence to the nation’s
security; officials in the Social Security Administration are strongly committed to maintaining the
benefits of the retirement system. But in addition to these professional motives, bureaucrats, like
everyone else, seek higher pay, greater job security, and added power and prestige for themselves.

Professional and personal motives converge to inspire bureaucrats to expand the powers, func-
tions, and budgets of their agencies. (Conversely, bureaucrats try to protect their “turf” against
reductions in functions, authority, and budgets.) “Budget maximization”—expanding the agency’s
budget as much as possible—is a driving force in government bureaucracies.?® This is especially
true regarding discretionary funds in an agency’s budget—funds that bureaucrats have flexibility
in deciding how to spend, rather than funds committed by law to specific purposes. The bureau-
cratic bias toward new functions and added authority and increases in personnel and budgets helps
explain the growth of government over time.

POLICY EVALUATION: IMPRESSIONISTIC VERSUS SYSTEMATIC

The policy process model implies that evaluation is the final step in policymaking. It implies that
policymakers—Congress, the president, interest groups, bureaucrats, the media, think tanks, and so
on—seek to learn whether or not policies are achieving their stated goals; at what costs; and with
what effects, intended and unintended, on society. Sophisticated versions of the model portray a



Summary 59

“feedback” linkage—evaluations of current policy identify new problems and set in motion the

policymaking process once again.

However, most policy evaluations in Washington, state capitols, and city halls are unsys-
tematic and impressionistic. They come in the form of interest group complaints about the inad-
equacies of laws or budgets in protecting or advancing their concerns; in media stories exposing
waste or fraud or mismanagement in a program or decrying the inadequacies of government
policies in dealing with one crisis or another; in legislative hearings in which executive offi-
cials are questioned and occasionally badgered by committee members or their staffs about
policies or programs; and sometimes even in citizens’ complaints to members of Congress, the
White House, or the media. Yet these “evaluations” often succeed in stimulating reform—policy
changes designed to remedy perceived mistakes, inadequacies, wasteful expenditures, and other

flaws in existing policy.

SUMMARY

The policy process model focuses on how policies
are made, rather than on the substance or content
of policies. The model identifies a variety of
activities that occur within the political system,
including identification of problems and agenda
setting, formulating policy proposals, legitimating
policies, implementing policies, and evaluating their
effectiveness.

1. Agenda setting is deciding what will be
decided; that is, what issues will be covered by
the media, brought to the attention of decision
makers, and identified as problems requiring
government solutions.

2. A “bottom-up” portrayal of policymaking
empbhasizes the role of public opinion in setting
the agenda for policymakers. Events, and media
reporting of them, can focus public opinion
on issues, problems, and “crises.” But it is not
always clear whether opinion molds policy or
policy creates opinion.

3. A “top-down” model of policymaking
emphasizes the role of national leadership in
creating issues and formulating policy. The
general public does not have opinions on many
specific policy questions. In opinion polls,
Americans express doubt about whether the
government understands their thinking or acts

for the benefit of all.

4. The mass media, particularly the television
networks, play a major role in agenda setting.
By deciding what will be news, the media
set the agenda for political discussion. The
continuing focus on the dramatic, violent,

and negative aspects of Ametrican life may
unintentionally create apathy and alienation—
television malaise.

. A great deal of policy formulation occurs

outside the formal governmental process.
Prestigious, private, policy-planning
organizations—such as the Council on Foreign
Relations—explore policy alternatives, advise
governments, develop policy consensus, and
even supply top governmental leaders. The
policy-planning organizations bring together
the leadership of the corporate and financial
worlds, the mass media, the foundations, the
leading intellectuals, and top government
officials.

. The activities of the proximate policymakers—

the president, Congress, executive agencies,
and so forth—attract the attention of most
commentatots and political scientists.

But nongovernmental leaders, in business

and finance, foundations, policy-planning
organizations, the mass media, and other
interest groups, may have already set the policy
agenda and selected major policy goals. The
activities of the proximate policymakers tend to
center around the means, rather than the ends,
of public policy.

. Congress is designated in the Constitution

as the principal instrument of policy
legitimation. Congress members are influenced
by the views of their cash constituents as
much ot more than by the views of their
voting constituents back home. Big-money
campaign contributors usually enjoy direct
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MySearchlab® EXERCISES

access to members of Congress during the
lawmaking process.

Partisanship is on the rise in Congress. Party
line voting now occurs on more than half of all
roll call votes in Congress. Party divisions have
occurred on many key votes in Congress in
recent yeats.

. Presidents are expected to provide the initiative

for congressional lawmaking. Presidential
initiatives are usually outlined in the annual
State of the Union message and followed up in
the presidential Budget of the United States
Government. Presidents aremore successful in
getting their legislative proposals enacted when
their own party controls Congress.

A great deal of policymaking occurs in the
budgetary and appropriations processes. The

11.

president, through the Office of Management
and Budget (OMB), has the responsibility

for preparation of the Budget of the United
States Government each year for submission

to Congress. Congress may have authorized
policies and programs in legislation, but it must
continually appropriate funds to implement
legislation.

Policy implementation is an important
component of the policymaking process.
Bureaucrats make policy as they engage in the
tasks of implementation—making regulations,
adjudicating cases, and exercising their
discretion. Professional and personal motives
combine to bias bureaucrats toward expanding
the powers and functions of their agencies
and increasing their budgets, especially their
discretionary funds.

Apply what you learned in this chapter on MySearchLab (www.mysearchlab.com).
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Policy Evaluation through Congressional Testimony Secretary of the Treasury Timothy Geithner testifies before a Congressional
Oversight Panel evaluating the effectiveness of the Troubled Asset Relief Program (TARP) June 22, 2010. Geithner argued that the
TARP program, often criticized as the “Wall Street bailout,” was successful in stabilizing the financial community and that taxpayers

were recovering a major portion of their investment. (© Benjamin J. Myers/Corbis)
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Policy Evaluation
Finding Out What Happens After a Law Is Passed

Americans often assume that once we pass a law, create a bureaucracy, and spend money, the purpose of
the law, the bureaucracy, and the expenditure will be achieved. We assume that when Congress adopts a
policy and appropriates money for it, and when the executive branch organizes a program, hires people,
spends money, and carries out activities designed to implement the policy, the effects of the policy will be
felt by society and will be those intended. Unfortunately, these assumptions are not always warranted. The
national experiences with many public programs indicate the need for careful appraisal of the real impact
of public policy.

Does the government really know what it is doing? Generally speaking, no. Governments usually know
how much money they spend; how many persons (“clients”) are given various services; how much these set-
vices cost; how their programs are organized, managed, and operated; and, perhaps, how influential interest
groups regard their programs and services. But even if programs and policies are well organized, efficiently
operated, widely utilized, adequately financed, and generally supported by major interest groups, we may
still want to ask, So what? Do they work? Do these programs have any beneficial effects on society? Are the
effects immediate or long range? Positive or negative? What is the relationship between the costs of the
program and the benefits to society? Could we be doing something else with more benefit to society with
the money and work force devoted to these programs? Unfortunately, governments have done very little to
answer these more basic questions.

POLICY EVALUATION: ASSESSING THE IMPACT OF PUBLIC POLICY

Policy evaluation is learning about the consequences of public policy. Other, more complex, definitions have
been offered: “Policy evaluation is the assessment of the overall effectiveness of a national program in meet-
ing its objectives, or assessment of the relative effectiveness of two or more programs in meeting common
objectives.”! “Policy evaluation research is the objective, systematic, empirical examination of the effects
ongoing policies and public programs have on their targets in terms of the goals they are meant to achieve.”

Some definitions tie evaluation to the stated “goals” of a program or policy. But since we do not always
know what these “goals” really are, and because we know that some programs and policies pursue conflict-
ing “goals,” we will not limit our notion of policy evaluation to their achievement. Instead, we will concern
ourselves with all of the consequences of public policy, that is, with “policy impact.”
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The impact of a policy is all its effects on real-world conditions, including:

® Impact on the target situation or group

e Impact on situations or groups other than the target (spillover effects)
e Impact on future as well as immediate conditions

e Direct costs, in terms of resources devoted to the program

e Indirect costs, including loss of opportunities to do other things

Ideally, all the benefits and costs, both immediate and future, should be measured.

Measuring Impact, Not Output

“Policy impact” is not the same as “policy output.” In assessing policy impact, we cannot be content
simply to measure government activity. For example, the number of dollars spent per member of a
target group (per pupil educational expenditures, per capita welfare expenditures, per capita health
expenditures) is not really a measure of the impact of a policy on the group. It is merely a measure
of government activity—that is, a measure of policy output. Unfortunately many government
agencies produce reams of statistics measuring outputs—such as welfare benefits paid, criminal
arrests and prosecutions, Medicare payments, and school enrollments. But this “bean counting”
tells us little about poverty, crime, health, or educational achievement. We cannot be satisfied
with measuring how many times a bird flaps its wings; we must know how far the bird has flown.
In describing public policy, or even in explaining its determinants, measures of policy output are
important. But in assessing policy impact, we must identify changes in society that are associated
with measures of government activity.

Target Groups

The target group is that part of the population for whom the program is intended—such as the
poor, the sick, the ill-housed. Target groups must first be identified and then the desired effect of
the program on the members of these groups must be determined. Is it to change their physical or
economic circumstances—for example, the percentage of minorities or women employed in pro-
fessional or managerial jobs, the income of the poor, the infant death rate? Or is it to change their
knowledge, attitudes, awareness, interests, or behavior? If multiple effects are intended, what are
the priorities among different effects? What are the possible unintended effects (side effects) on
target groups?

Nontarget Groups

All programs and policies have differential effects on various segments of the population.
Identifying important nontarget groups for a policy is a difficult process. For example, what is the
impact of the welfare reform on groups other than the poor—government bureaucrats, social work-
ers, local political figures, working-class families who are not on welfare, taxpayers, and others?
Nontarget effects may be expressed as benefits as well as costs, such as the benefits to the construc-
tion industry of public housing projects.



The Symbolic Impact of Policy

TABLE 4-1 Assessing Policy Impact A rational approach to policy evaluation tries to
calculate the difference between all present and future, target and nontarget, costs and

benefits.
BENEFITS COSTS
Present Future Present Future
Target Groups Benefits Benefits Costs Costs
Nontarget Groups Benefits Benefits Costs Costs
Sum Sum Sum Sum
Present Future Present Future
Benefits Benefits Costs Costs
Sum Sum
All Minus All
Benefits Costs
Net
= Policy
Impact

Short-Term and Long-Term Effects

When will the benefits or the costs be felt? Is the program designed for short-term emergencies? Or
is it a long-term, developmental effort? If it is short term, what will prevent the processes of incre-
mentalism and bureaucratization from turning it into a long-term program, even after the imme-
diate need is met? Many impact studies show that new or innovative programs have short-term
positive effects—for example, Operation Head Start and other educational programs. However,
the positive effects frequently disappear as the novelty and enthusiasm of new programs wear off.
Other programs experience difficulties at first, as in the early days of Social Security, but turn out
to have “sleeper” effects, as in the widespread acceptance of Social Security today. Not all pro-
grams aim at the same degree of permanent or transient change.

Calculating Net Benefits and Costs

The task of calculating the net impact of a public policy is truly awesome. It would be all the bene-
fits, both immediate and long range, minus all the costs, both immediate and future (see Table 4-1).
Even if all these costs and benefits are known (and everyone agrees on what is a “benefit” and what
is a “cost”), it is still very difficult to come up with a net balance.

THE SYMBOLIC IMPACT OF POLICY

The impact of a policy may also include its symbolic effects. Its symbolic impact deals with the
perceptions that individuals have of government action and their attitudes toward it. Even if
government policies do not succeed in eliminating poverty, preventing crime, and so on, the fail-
ure of government to try to do these things would be even worse. Individuals, groups, and whole
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societies frequently judge public policy in terms of its good intentions rather than tangible accomplish-
ments. Sometimes very popular programs have little positive tangible impact.

The policies of government may tell us more about the aspirations of a society and its leader-
ship than about actual conditions. Policies do more than effect change in societal conditions; they
also help hold people together and maintain an orderly state.

Once upon a time politics was described as “who gets what, when, and how.” Today it seems
that politics centers on “who feels what, when, and how.” What governments say is as important
as what governments do. Television has made the image of public policy as important as the policy
itself. Systematic policy analysis concentrates on what governments do, why they do it, and what
difference it makes. It devotes less attention to what governments say. Perhaps this is a weakness
in policy analysis. Our focus is primarily on activities of governments rather than their rhetoric.

PROGRAM EVALUATION: WHAT GOVERNMENTS USUALLY DO

Most government agencies make some effort to review the effectiveness of their own programs.
These reviews usually take one of the following forms:

Hearings and Reports

The most common type of program review involves hearings and reports. Government administra-
tors are asked by chief executives or legislators to give testimony (formally or informally) on the
accomplishments of their own programs. Frequently, written annual reports are provided by pro-
gram administrators. But testimonials and reports of administrators are not very objective means of
program evaluation. They frequently magnify the benefits and minimize the costs of the program.

Site Visits

Occasionally teams of high-ranking administrators, expert consultants, legislators, or some combi-
nation of these people will decide to visit agencies or conduct inspections in the field. These teams
can pick up impressionistic data about how programs are being run, whether they are following
specific guidelines, whether they have competent staffs, and sometimes whether or not the clients
(target groups) are pleased with the services.

Program Measures

The data developed by government agencies themselves generally cover policy output measures:
the number of recipients in various welfare programs, the number of persons in work-force training
programs, the number of public hospital beds available, the tons of garbage collected, or the num-
ber of pupils enrolled. But these program measures rarely indicate what impact these numbers have
on society: the conditions of life confronting the poor, the success of work-force trainees in finding
and holding skilled jobs, the health of the nation’s poor, the cleanliness of cities, and the ability of
graduates to read and write and function in society.

Comparison with Professional Standards

In some areas of government activity, professional associations have developed standards of excel-
lence. These standards are usually expressed as a desirable level of output: for example, the number
of pupils per teacher, the number of hospital beds per one thousand people, the number of cases
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for each welfare worker. Actual government outputs can then be compared with ideal outputs.
Although such an exercise can be helpful, it still focuses on government outputs and not on the
impact of government activities on the conditions of target or nontarget groups. Moreover, the
standards themselves are usually developed by professionals who are really guessing at what ideal
levels of benefits and services should be. There is rarely any hard evidence that ideal levels of gov-
ernment output have any significant impact on society.

Evaluation of Citizens' Complaints

Another common approach to program evaluation is the analysis of citizens’ complaints. But not
all citizens voluntarily submit complaints or remarks about governmental programs. Critics of gov-
ernment programs are self-selected, and they are rarely representative of the general public or even
of the target groups of government programs. There is no way to judge whether the complaints of
a vocal few are shared by the many more who have not spoken up. Occasionally, administrators
develop questionnaires for participants in their program to learn what their complaints may be and
whether they are satisfied or not. But these questionnaires really test public opinion toward the
program and not its real impact on the lives of participants.

Surveys of Public Opinion

Occasionally governments undertake to survey citizens about their satisfaction or dissatisfaction
with various programs and services. This is more common at the local level of government. Yet
even polls focused on federal government services can be instructive (see Table 4-2).

PROGRAM EVALUATION: WHAT GOVERNMENTS CAN DO

None of the common evaluative methods just mentioned really attempts to weigh costs against
benefits. Indeed, administrators seldom calculate the ratio of costs to services—the dollars required
to train one worker, to provide one hospital bed, to collect and dispose of one ton of garbage.
It is even more difficult to calculate the costs of making specific changes in society—the dollars
required to raise student reading levels by one grade, to lower the infant death rate by one point, to
reduce the crime rate by one percent. To learn about the real impact of governmental programs on
society, more complex and costly methods of program evaluation are required.

Systematic program evaluation involves comparisons—comparisons designed to estimate
what changes in society can be attributed to the program rather than nonprogram factors. Ideally,
this means comparing what “actually happened” to “what would have happened if the program had
never been implemented.” It is not difficult to measure what happened; unfortunately too much
program evaluation stops there. The real problem is to measure what would have happened with-
out a program and then compare the two conditions of society. The difference must be attributable
to the program itself and not to other changes that are occurring in society at the same time.

Before Versus After Comparisons

There are several common research designs in program evaluation. The most common is the
before-and-after study, which compares results in a jurisdiction at two times—one before the pro-
gram was implemented and the other some time after. Usually only target groups are examined.
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TABLE 4-2 Public Satisfaction/Dissatisfaction with Federal Government Programs Polls can reflect
general satisfaction or dissatisfaction with federal programs. Often the military ranks at or near the top of
public esteem; the public is decidedly less satisfied with energy policy, health care, poverty programs, and
the nation’s finances.

Next we are going to name some major areas the federal government handles. For each one please say
whether you are satisfied or dissatisfied with the work the government is doing.

Satisfied Dissatisfied Unsure
National parks 71 27 2
Military and national defense 59 40 1
Agriculture and farming 56 38 5
Transportation 56 42 2
Homeland security 50 49 1
Environmental issues 48 51 1
Public housing/urban development 47 49 4
Criminal justice 47 52 1
Labor and employment issues 44 54 2
Foreign affairs 41 58 1
Education 41 59 0
Job creation/economic growth 39 60 1
Responding to natural disasters 33 66 1
Energy policy 27 71 2
Health care 24 75 1
Poverty programs 24 75 1
The nation’s finances 23 76 1

SOURCE: The Polling Report, accessed January 2011, www.pollingreport.com.

These before-and-after comparisons are designed to show program impacts, but it is very difficult
to know whether the changes observed, if any, came about as a result of the program or as a result
of other changes that were occurring in society at the same time (see Design 1, Figure 4—1).

Projected Trend Line Versus Postprogram Comparisons

A better estimate of what would have happened without the program can be made by project-
ing past (preprogram) trends into the postprogram time period. Then these projections can be
compared with what actually happened in society after the program was implemented. The differ-
ence between the projections based on preprogram trends and the actual postprogram data can be
attributed to the program itself. Note that data on target groups or conditions must be obtained for
several time periods before the program was initiated, so that a trend line can be established (see
Design 2, Figure 4—1). This design is better than the before-and-after design, but it requires more
effort by program evaluators.
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FIGURE 4-1 Policy Evaluation Research Designs Policy evaluation can utilize a variety of

research designs.

Consider, for example, efforts at evaluating welfare reform (see the section “Evaluation: Is
Welfare Reform Working?” in Chapter 7). To date, most evaluations of welfare reform have fol-
lowed the trend line research design. If the goal of the reform is to reduce welfare rolls, there is
ample evidence that the program has contributed to that goal (see Figure 7-6). The “target group”
(recipients of cash welfare payments) has been reduced by over half since the ending of the federal
cash entitlement program, Aid to Families with Dependent Children, and its substitution with the
federally aided state program, Temporary Assistance for Needy Families, in 1996. But it is not clear
exactly what proportion of this reduction is due to the policy itself and what proportion is due to
other economic factors. All we really know is that the welfare rolls declined.
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Comparisons Between Jurisdictions With and Without Programs

Another common evaluation design is to compare individuals who have participated in programs
with those who have not, or to compare cities, states, or nations which have programs with those
that do not. Comparisons are sometimes made in the postprogram period only; for example, com-
parisons of the job records of those who have participated in work-force training programs with
those who have not, or comparisons of homicide rates in states that have the death penalty with
the homicide rates in states without the death penalty. But so many other differences exist between
individuals or jurisdictions that it is difficult to attribute differences in their conditions to differ-
ences in government programs. For example, persons who voluntarily enter a work-force training
program may be more motivated to find a job or have different personal characteristics than those
who do not. States with the death penalty may tend to be rural states, which have lower homicide
rates than urban states, which may or may not have the death penalty.

Some of the problems involved in comparing jurisdictions with and without programs can be
resolved if we observe both kinds of jurisdictions before and after the introduction of the program.
This enables us to estimate differences between jurisdictions before program efforts are considered.
After the program is initiated, we can observe whether the differences between jurisdictions have
widened or not (see Design 3, Figure 4-1). This design provides some protection against attrib-
uting differences to a particular program when underlying socioeconomic differences between
jurisdictions are really responsible for different outcomes.

Comparisons Between Control and Experimental Groups Before
and After Program Implementation

The classic research design involves the careful selection of control and experimental groups that
are identical in every way, the application of the policy to the experimental group only, and the
comparison of changes in the experimental group with changes in the control group after the appli-
cation of the policy. Initially, control and experimental groups must be identical, and the prepro-
gram performance of each group must be measured and found to be the same. The program must
be applied only to the experimental group. The postprogram differences between the experimental
and control groups must be carefully measured (see Design 4, Figure 4-1). This classic research
design is preferred by scientists because it provides the best opportunity of estimating changes that
derived from the effects of other forces in society.

EXPERIMENTAL POLICY RESEARCH

Many policy analysts argue that policy experimentation offers the best opportunity to determine
the impact of public policies. This opportunity rests on the main characteristics of experimental
research: the systematic selection of experimental and control groups, the application of the policy
under study to the experimental group only, and the careful comparison of differences between the
experimental and the control groups after the application of the policy. But government-sponsored
experimental policy research raises a series of important questions.

A Bias Toward Positive Results

First, are government-sponsored research projects predisposed to produce results supportive of
popular reform proposals? Are social scientists, whose personal political values are generally lib-
eral and reformist, inclined to produce findings in support of liberal reform measures? Moreover,
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successful experiments—in which the proposed policy achieves positive results—will receive
more acclaim and produce greater opportunities for advancement for social scientists and admin-
istrators than will unsuccessful experiments—in which the policy is shown to be ineffective.
Liberal, reform-oriented social scientists expect liberal reforms to produce positive results. When
reforms appear to do so, the research results are immediately accepted and published; but when
results are unsupportive or negative, the social scientists may be inclined to go back and recode
their data, redesign their research, or reevaluate their results because they believe a “mistake”
must have been made. The temptation to “fudge the data,” “reinterpret” the results, coach par-
ticipants on what to say or do, and so forth will be very great. In the physical and biological sci-
ences, the temptation to “cheat” in research is reduced by the fact that research can be replicated
and the danger of being caught and disgraced is very great. But social experiments can seldom
be replicated perfectly, and replication seldom brings the same distinction to a social scientist as
does the original research.

The Hawthorne Effect

People behave differently when they know they are being watched. Students, for example, gener-
ally perform at a higher level when something—anything—new and different is introduced into
the classroom routine. This “Hawthorne effect” may cause a new program or reform to appear
more successful than the old, but it is the newness itself that produces improvement. The term is
taken from early experiments at the Hawthorne plant of Western Electric Company in Chicago in
1927. It was found that worker output increased with any change in routine, even decreasing the
lighting in the plant.3

Generalizing Results to the Nation

Another problem in policy research is that results obtained with small-scale experiments may dif-
fer substantially from those that would occur if a large-scale nationwide program were adopted. For
example, years ago a brief experiment involving a small number of families purported to show that
a government-guaranteed income did not change the work behavior of recipients; they contin-
ued to behave as their neighbors did—searching for jobs and accepting employment when it was
offered.* Subsequent studies of the effects of a guaranteed government income challenged even
these experimental group findings but also predicted that a nationwide program would produce
much more dramatic changes in working behavior. If everyone in the nation were guaranteed a
minimum annual income, cultural standards might be changed nationwide; the resulting work
disincentives might “seriously understate the expected cost of an economy-wide program.”™

Ethical and Legal Issues

Experimental strategies in policy impact research raise still other problems. Do government
researchers have the right to withhold public services from individuals simply to provide a control
group for experimentation? In the medical area, where giving or withholding treatment can result
in death or injury, the problem is obvious and many attempts have been made to formulate a code
of ethics. But in the area of social experimentation, what are we to say to control groups who are
chosen to be similar to experimental groups but denied benefits in order to serve as a base for com-
parison? Setting aside the legal and ethical issues, it will be politically difficult to provide services
for some people and not others.
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Evaluation as a Partisan Activity House Budget Committee member Paul Ryan (R.-WI) points to the
2000-plus page Obama health care reform bill still in markup binders. The bill became the Patient Protection and
Affordable Care Act of 2010 on strictly partisan votes in the House and Senate. Few legislators knew what was in the
bill when they voted on it. Full implementation, including the mandate that every American obtain health insurance,
occurs in 2014. (Washington Post/Getty Images)

Political Interpretations of Results

Finally, we must acknowledge that the political milieu shapes policy research. Politics helps decide
what policies and policy alternatives will be studied in the first place. Politics can also affect
findings themselves, and certainly the interpretations and uses of policy research are politically
motivated.

Despite these problems, the advantages of policy experimentation are substantial. It is exceed-
ingly costly for society to commit itself to large-scale programs and policies in education, welfare,
housing, health, and so on without any real idea about what works.

FEDERAL EVALUATION: THE OFFICE OF
MANAGEMENT AND BUDGET

Among its many responsibilities, the Office of Management and Budget (OMB) in the Executive
Office of the President undertakes program evaluations and encourages executive agencies to do so
as well. It advises executive agencies to “embrace a culture where performance measurement and
evaluation are regularly used.” It further recommends:
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Rigorous evaluations using experimental or quasi-experimental methods that identify the
effects of programs in situations where doing so is difficult using other methods; and rigorous
qualitative evidence that complement what can be learned from empirical evidence and
provide greater insight into the contexts where programs and practices are implemented
more or less successfully.®

OMB funds some “rigorous program evaluations” through a competitive review process. But
it emphasizes the development of agency infrastructure for undertaking their own program
evaluations.

Benefit-Cost Analysis of Federal Regulations

As early as 1936, Congress required the Army Corps of Engineers to undertake benefit-cost
analysis in their flood control projects, to ensure that projects would produce benefits in excess
of costs. Subsequently, the Corps of Engineers led the way in the development of government
benefit-cost analysis. The Reagan Administration was the first to establish a broad commit-
ment to benefit-cost analysis in regulatory decision making. Agencies were ordered to undertake
regulatory action only on the basis of “reasoned determination” that benefits justify the costs and
that the regulatory action maximized net societal benefits (benefits minus costs). Subsequent
presidential administrations have reaffirmed their commitment to applying benefit cost analysis
to federal regulatory actions.

Ideally, government agencies should (a) propose or adopt a regulation only upon a reasoned
determination that its benefits justify its costs (recognizing that some benefits and costs are dif-
ficult to quantify); (b) tailor its regulations to impose the least burden on society consistent with
obtaining regulatory objectives; (c) select, in choosing among alternative regulatory approaches,
those approaches that maximize net benefits (including potential economic, environmental, pub-
lic health, safety, and equity impacts; (d) identify and assess available alternatives to direct regula-
tion, including providing economic incentives to encourage the desired behavior; and (e) use the
best available techniques to quantify anticipated present and future benefits and costs as accurately
as possible. These criteria are set forth in various presidential executive orders.

Value of a Statistical Life

Among the controversies in benefit-cost analysis is the valuation of a human life, often required
in the design of evaluations of health and safety regulations. Among the agencies that have
developed a value for a statistical life are the Environmental Protection Agency, Department of
Transportation, Food and Drug Administration, Occupational Safety and Health Administration,
and Department of Homeland Security. Recent valuations have fluctuated between $5 million and
$7 million. These calculations are required in monetarizing mortality risks; they do not suggest the
value of any individual’s life.

FEDERAL EVALUATION: THE GENERAL ACCOUNTABILITY OFFICE

The General Accountability Office (GAQO) is an arm of Congress. It has broad authority to audit
the operations and finances of federal agencies, to evaluate their programs, and to report its findings
to Congress. For most of its history, the GAQO confined itself to financial auditing and management
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and administrative studies. Over time, however, it has increasingly undertaken evaluative research
on government programs.

The GAO was established by Congress as an independent agency in 1921, in the same Budget
and Accounting Act that created the first executive budget; its authority to undertake evaluation
studies was expanded in the Congressional Budget and Impoundment Control Act of 1974, the
same act that established the House and Senate Budget Committees and the Congressional Budget
Office (see Chapter 7). The GAO is headed by the Comptroller General of the United States.
Most GAQ reports are requested by Congress, although the office can also undertake studies on its
own initiative.

According to the GAQ, “Program evaluation—when it is available and of high quality—
provides sound information about what programs are actually delivering, how they are being man-
aged, and the extent to which they are cost-effective.”” The GAQ believes that evaluation efforts
by federal agencies fall woefully short of what is required for rational decision making. It has been
especially critical of the Defense Department for failing to test weapons systems adequately, to
monitor defense contractors and their charges, or to adjust its future plans to expected reductions
in defense spending (see Chapter 15). The GAQO has criticized the Environmental Protection
Agency for measuring its own success in terms of input measures—numbers of inspections per-
formed and enforcement actions undertaken—rather than actual improvements in environmental
conditions, such as in water quality or air quality (see Chapter 13). The GAO has also reported
on the Social Security trust fund and the dangers of spending trust fund money on current gov-
ernmental operations (see Chapter 7). It has reported on the high and growing cost of medical
care in the United States, especially Medicaid and Medicare, and noted the lack of correlation
between medical spending and measures of the nation’s health (see Chapter 8). It has undertaken
to assess the overall impact of drug control policies (see Chapter 6), and it has studied the default
rate on student loans and recommended collection of overdue loans by withholding tax refunds
(see Chapter 9). In short, the GAO has been involved in virtually every major policy question
confronting the nation.®

PROGRAM EVALUATION: WHY IT FAILS SO OFTEN

Occasionally, government agencies attempt their own policy evaluations. Government analysts
and administrators report on the conditions of target groups before and after their participation in
a new program, and some effort is made to attribute observed changes to the new program itself.
Policy experimentation is less frequent; seldom do governments systematically select experimental
and control groups of the population, introduce a new program to the experimental group only,
and then carefully compare changes in the conditions of the experimental group with a control
group that has not benefited from the program. Some of the problems confronting policy evalua-
tion include:

e The first task confronting anyone who wants to evaluate a public program is to determine
what the goals of the program are. What are the target groups, and what are the desired
effects? But governments often pursue incompatible goals to satisfy diverse groups. Overall
policy planning and evaluation may reveal inconsistencies in public policy and force
reconsideration of fundamental societal goals. Where there is little agreement on the goals
of a public program, evaluation studies may engender a great deal of political conflict.
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Government agencies generally prefer to avoid conflict, and hence to avoid studies that
would raise such questions.

® Many programs and policies have primarily symbolic value. They do not actually change the
conditions of target groups but merely make these groups feel that the government “cares.”
A government agency does not welcome a study that reveals that its efforts have no tangible
effects; such a revelation itself might reduce the symbolic value of the program by informing
target groups of its uselessness.

e  Government agencies have a strong vested interest in “proving” that their programs have
a positive impact. Administrators frequently view attempts to evaluate the impact of their
programs as attempts to limit or destroy the programs or to question the competence of the
administrators.

e  Government agencies usually have a heavy investment—organizational, financial, physical,
psychological—in current programs and policies. They are predisposed against finding that
these policies do not work.

®  Any serious study of policy impact undertaken by a government agency would involve some
interference with ongoing program activities. The press of day-to-day business generally
takes priority over study and evaluation. More important, the conduct of an experiment may
necessitate depriving individuals or groups (control groups) of services to which they are
entitled under law; this may be difficult, if not impossible, to do.

®  Program evaluation requires funds, facilities, time, and personnel, which government
agencies do not like to sacrifice from ongoing programs. Policy impact studies, like any
research, cost money. They cannot be done well as extracurricular or part-time activities.
Devoting resources to studies may mean a sacrifice in program resources that administrators
are unwilling to make.

HOW BUREAUCRATS EXPLAIN NEGATIVE FINDINGS

Government administrators and program supporters are ingenious in devising reasons why nega-
tive findings about policy impacts should be rejected. Even in the face of clear evidence that their
favorite programs are useless or even counterproductive, they will argue that:

e  The effects of the program are long range and cannot be measured at the present time.

e The effects of the program are diffuse and general in nature; no single criterion or index
adequately measures what is being accomplished.

e The effects of the program are subtle and cannot be identified by crude measures or statistics.

e Experimental research cannot be carried out effectively because to withhold services from
some persons to observe the impact of such withholding would be unfair to them.

e The fact that no difference was found between persons receiving the services and those not
receiving them means that the program is not sufficiently intensive and indicates the need to
spend more resources on the program.

e The failure to identify any positive effects of a program is attributable to inadequacy or bias
in the research itself, not in the program.
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Political scientist James Q. Wilson formulated two general laws to cover all cases of social sci-
ence research on policy impact:

Wilson’s First Law: All policy interventions in social problems produce the intended effect—if
the research is carried out by those implementing the policy or by their friends.

Wilson’s Second Law: No policy intervention in social problems produces the intended effect—if
the research is carried out by independent third parties, especially those skeptical of the policy.

Wilson denies that his laws are cynical. Instead he reasons that:

Studies that conform to the First Law will accept an agency’s own data about what it is doing
and with what effect; adopt a time frame (long or short) that maximizes the probability of
observing the desired effect; and minimize the search for other variables that might account for
the effect observed. Studies that conform to the Second Law will gather data independently of
the agency; adopt a short time frame that either minimizes the chance for the desired effect to
appear or, if it does appear, permits one to argue that the results are “temporary” and probably
due to the operation of the “Hawthorne Effect” (i.e., the reaction of the subjects to the fact
that they are part of an experiment); and maximize the search for other variables that might
explain the effects observed.’

WHY GOVERNMENT PROGRAMS ARE SELDOM TERMINATED

Government programs are rarely terminated. Even when evaluative studies produce negative find-
ings; even when policymakers themselves are fully aware of fraud, waste, and inefficiency; even
when highly negative benefit-cost ratios are reported, government programs manage to survive.
Once policy is institutionalized within a government, it is extraordinarily difficult to terminate.

Why is it so difficult for governments to terminate failed programs and policies? The answer to
this question varies from one program to another, but a few generalizations are possible.

Concentrated Benefits, Dispersed Costs

Perhaps the most common reason for the continuation of inefficient government programs and
policies is that their limited benefits are concentrated in a small, well-organized constituency,
while their greater costs are dispersed over a large, unorganized, uninformed public. Although
few in number, the beneficiaries of a program are strongly committed to it; they are concerned,
well-informed, and active in their support. If the costs of the program are spread widely among all
taxpayers, no one has a strong incentive to become informed, organized, or active in opposition to
it. Although the costs of a failed program may be enormous, if they are dispersed widely enough so
that no one individual or group bears a significant burden, there will be little incentive to organize
an effective opposition. (Consider the case of a government subsidy program for peanut growers.
If $300 million per year were distributed to 5,000 growers, each would average $60,000 in subsidy
income. If each grower would contribute 10 percent of this subsidy to a political fund to reward
friendly legislators, the fund could distribute $30 million in campaign contributions. If the costs
of the program could be dispersed evenly among 300 million Americans, each would pay only $1.
No one would have a sufficient incentive to become informed, organized, or active in opposition
to the subsidy program. So it would continue, regardless of its limited benefits and extensive costs
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to society.) When program costs are widely dispersed, it is irrational for individuals, each of whom
bears only a tiny fraction of these costs, to expend the time, energy, and money to counter the sup-
port of the program’s beneficiaries.

Legislative and Bureaucratic Interests

Among the beneficiaries of any government program are those who administer and supervise it.
Bureaucratic jobs depend on a program’s continuation. Government positions with all of their
benefits, pay, prerequisites, and prestige are at stake. Strong incentives exist for bureaucrats to
resist or undermine negative evaluations of their programs, to respond to public criticism by mak-
ing only marginal changes in their programs, or even by claiming that their programs are failing
because not enough is being spent on them.

Legislative systems, both in Congress and in state capitals, are structured so that legislators
with the most direct control over programs are usually the most friendly to them. The committee
system, with its fragmentation of power and invitation to logrolling (“You support my committee’s
report, and I'll support yours”) favors retention of existing programs and policies. Legislators on
committees with jurisdiction over the programs are usually the largest recipients of campaign con-
tributions from the organized beneficiaries of the programs. These legislators can use their com-
mittee positions to protect failed programs, to minimize reform, and to block termination. Even
without the incentives of bureaucratic position and legislative power, no public official wants to
acknowledge failure publicly.

Incrementalism at Work

Governments seldom undertake to consider any program as a whole in any given year. Active con-
sideration of programs is made at the margin—that is, attention is focused on proposed changes
in existing programs rather than on the value of programs in their entirety. Usually this atten-
tion comes in the budgetary process, when proposed increases or decreases in funding are under
discussion in the bureaucracy and legislature. Negative evaluative studies can play a role in the
budgetary process—Ilimiting increases for failed programs or perhaps even identifying programs
ripe for budget cutting. But attention is almost always focused on changes or reforms, increases or
decreases, rather than on the complete termination of programs. Even mandating “sunset” legisla-
tion, used in many states (requiring legislatures periodically to reconsider and reauthorize whole
programs), seldom results in program termination.

POLITICS AS A SUBSTITUTE FOR ANALYSIS

Policy analysis, including systematic policy evaluation, is a rational process. It requires some agree-
ment on what problems the government should undertake to resolve; some agreement on the
nature of societal benefits and costs and the weights to be given to them; and some agreement on
the formulation of a research design, the measurement of benefits and costs, and the interpretation
of the results. Value conflicts intrude at almost every point in the evaluation process, but policy
analysis cannot resolve value conflicts.

Politics is the management of conflict. People have different ideas about what the principal
problems confronting society are and about what, if anything, the government should do about
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them. Value conflicts explain why policymakers rely so little on systematic policy analysis in the
formulation, selection, or evaluation of policy. Instead, they must rely on political processes.
A political approach to policy analysis emphasizes:

® The search for common concerns that might form the basis for identification of societal
problems

e Reasonable trade-offs among conflicting values at each stage of the policymaking process

®  The search for mutually beneficial outcomes for diverse groups; attempting to satisfy diverse
demands

e Compromise and conciliation and a willingness to accept modest net gains (half a loaf)
rather than suffer the loss of more comprehensive proposals

e Bargaining among participants, even in separate policy areas, to win allies (“I’ll support your
proposals if you support mine.”)

At best, policy analysis plays only a secondary role in the policymaking process. But it is an
important role, nonetheless. Political scientist Charles E. Lindblom explains “the intelligence of
democracy”:

Strategic analysis and mutual adjustment among political participants, then, are the underlying
processes by which democratic systems achieve the level of intelligent action that they do....

There is never a point at which the thinking, research, and action is “objective,” or “unbiased.”
It is partisan through and through, as are all human activities, in the sense that the
expectations and priorities of those commissioning and doing the analysis shape it, and in the
sense that those using information shape its interpretation and application.

Information seeking and shaping must intertwine inextricably with political interaction,
judgment, and action. Since time and energy and brainpower are limited, strategic analysis
must focus on those aspects of an issue that participating partisans consider to be most
important for persuading each other. There is no purely analytical way to do such focusing;
it requires political judgments: about what the crucial unknowns are, about what kind of
evidence is likely to be persuasive to would-be allies, or about what range of alternatives may
be politically feasible.©

THE LIMITS OF PUBLIC POLICY

Never have Americans expected so much of their government. Our confidence in what
governments can do seems boundless. We have come to believe that they can eliminate poverty,
end racism, ensure peace, prevent crime, restore cities, clean the air and water, and so on, if only
they will adopt the right policies.

Perhaps confidence in the potential effectiveness of public policy is desirable, particularly if
it inspires us to continue to search for ways to resolve societal problems. But any serious study of
public policy must also recognize the limitations of policy in affecting these conditions.

1. Some societal problems are incapable of solution because of the way in which they are
defined. If problems are defined in relative rather than absolute terms, they may never
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be resolved by public policy. For example, if the poverty line is defined as the line that
places one-fifth of the population below it, poverty will always be with us regardless
of how well off the “poor” may become. Relative disparities in society may never

be eliminated. Even if income differences among classes were tiny, tiny differences
may come to have great symbolic importance, and the problem of inequality would
remain.

. Expectations may always outrace the capabilities of governments. Progress in any
policy area may simply result in an upward movement in expectations about what
policy should accomplish. Public education never faced a dropout problem until the
1960s, when for the first time a majority of boys and gitls were graduating from high
school. At the turn of the century, when high school graduation was rare, there was
no mention of a dropout problem.

. Policies that solve the problems of one group in society may create problems for other
groups. In a plural society, one person’s solution may be another person’s problem. For
example, solving the problem of inequality in society may mean redistributive tax and
spending policies, which take from persons of above-average wealth to give to persons
with below-average wealth. The latter may view this as a solution, but the former may
view it as creating serious problems. There are no policies that can simultaneously
attain mutually exclusive ends.

. It is quite possible that some societal forces cannot be harnessed by governments,
even if it is desirable to do so. It may turn out that the government cannot stop
urban location patterns of whites and blacks, even if it tries to do so. Whites and
blacks may separate themselves regardless of government policies in support of inte-
gration. Some children may not be able to learn much in public schools no matter
what is done. In other words, governments may not be able to bring about some
societal changes.

. Frequently, people adapt themselves to public policies in ways that render the policies
useless. For example, we may solve the problem of poverty by government guarantees
of a high annual income, but by so doing we may reduce incentives to work and thus
swell the number of dependent families beyond the fiscal capacities of government to
provide guarantees. The possibility always exists that adaptive behavior may frustrate
policy.

. Societal problems may have multiple causes, and a specific policy may not be able

to eradicate the problem. For example, job training may not affect the hardcore
unemployed if their employability is also affected by chronic poor health.

. The solution to some problems may require policies that are more costly than the
problem. For example, it may turn out that certain levels of public disorder—
including riots, civil disturbances, and occasional violence—cannot be eradicated
without the adoption of very repressive policies—the forceable breakup of revolution-
ary parties, restrictions on the public appearances of demagogues, the suppression of
hate literature, the addition of large numbers of security forces, and so on. But these
repressive policies would prove too costly in democratic values—freedom of speech
and press, rights of assembly, freedom to form opposition parties. Thus, a certain level
of disorder may be the price we pay for democracy. Doubtless, there are other exam-
ples of societal problems that are simply too costly to solve.
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8. The political system is not structured for completely rational decision making. The
solution of societal problems generally implies a rational model, but government may
not be capable of formulating policy in a rational fashion. Instead, the political system
may reflect group interests, elite preferences, institutional forces, or incremental
change, more than rationalism. Presumably, a democratic system is structured to
reflect mass influences, whether these are rational or not. Elected officials respond
to the demands of their constituents, and this may inhibit completely rational

approaches to public policy.

SUMMARY

Policy evaluation is learning about the consequences
of public policy.
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When State and Federal Laws Clash Supporters and opponents of California Proposition 19, which would have legalized marijuana
for recreational use, hold opposing signs on the ballot referendum. Proposition 19 failed in November 2010, and California avoided
a direct conflict with federal law which classifies marijuana as an illegal substance. Nonetheless, several states allow marijuana for
medical use. The federal Drug Enforcement Administration (DEA) has announced that it will not prosecute medical users in states
where it is permitted, thus avoiding a federal-state conflict. (© Ted Soqui/Corbis)
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Federalism and State Policies

Institutional Arrangements and Policy Variations

AMERICAN FEDERALISM

Virtually all nations of the world have some units of local government—states, provinces, regions, cit-
ies, counties, towns, villages. Decentralization of policymaking is required almost everywhere. But nations
are not truly federal unless both national and subnational governments exercise separate and autonomous
authority, both elect their own officials, and both tax their own citizens for the provision of public services.
Moreover, federalism requires the powers of the national and subnational governments to be guaranteed by
a constitution that cannot be changed without the consent of both national and subnational populations.”

The United States, Canada, Australia, India, Germany, and Switzerland are generally regarded as fed-
eral systems, but Great Britain, France, Italy, and Sweden are not. Although these latter nations have local
governments, they depend on the national government for their powers. They are considered unitary rather
than federal systems because their local governments can be altered or even abolished by the national
government acting alone. In contrast, a system is said to be confederal if the power of the national govern-
ment is dependent on local units of government. While these terms—federal, unitary, and confederal—can
be defined theoretically, in the real world of policymaking it is not so easy to distinguish between govern-
ments that are truly federal and those that are not. Indeed, it is not clear whether government in the
United States today retains its federal character.

There are more than 89,000 separate governments in the United States, more than 60,000 of which
have the power to levy their own taxes. There are states, counties, municipalities (cities, boroughs, vil-
lages), school districts, and special districts (see Table 5—1). However, only the national government and
the states are recognized in the U.S. Constitution; all local governments are subdivisions of states. States
may create, alter, or abolish these governments by amending state laws or constitutions.

*Other definitions of federalism in American political science: “Federalism refers to a political system in which there are local (territorial,
regional, provincial, state, or municipal) units of government, as well as a national government, that can make final decisions with
respect to at least some governmental authorities and whose existence is especially protected.” James Q. Wilson and John ]. Dilulio,
Jr., American Government, Tth ed. (Boston: Houghton Mifflin, 1998), p. 52. “Federalism is the mode of political organization that unites
smaller polities within an overarching political system by distributing power among general and constituent units in a manner designed to
protect the existence and authority of both national and subnational systems enabling all to share in the overall system’s decision making
and executing processes.” Daniel ]. Elazar, American Federalism: A View from the States (New York: Thomas Y. Crowell, 1966), p. 2.
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TABLE 5-1 Governments in the United States There are more than
87,000 governments in the United States.

U.S. government 1
State governments 50
Counties 3,033
Municipalities 19,492
Townships 16,579
School districts 13,051
Special districts 37,381
Total 89,587

SOURCE: Census of Governments, 2007.

WHY FEDERALISM?

Why have state and local governments anyway? Why not have a centralized political system with
a single government accountable to national majorities in national elections—a government capa-
ble of implementing uniform policies throughout the country? A variety of arguments are made on

behalf of federalism.

Protection Against Tyranny

The nation’s Founders understood that “republican principles"—periodic elections, representative
government, political equality—would not be sufficient in themselves to protect individual liberty.
These principles may make governing elites more responsive to popular concerns, but they do not
protect minorities or individuals, “the weaker party or an obnoxious individual,” from govern-
ment deprivations of liberty or property. Indeed, according to the Founders, “the great object” of
constitution writing was both to preserve popular government and, at the same time, to protect
individuals from “unjust and interested” majorities. “A dependence on the people is, no doubrt,
the primary control of government, but experience has taught mankind the necessity of auxiliary
precautions.”

Among the most important “auxiliary precautions” devised by the Founders to control gov-
ernment was federalism, which was viewed as a source of constraint on big government. They
sought to construct a governmental system incorporating the notion of “opposite and rival inter-
ests.” Governments and government officials could be constrained by competition with other gov-
ernments and other government officials.”

Policy Diversity

Today, federalism continues to permit policy diversity. The entire nation is not straitjacketed with
a uniform policy to which every state and community must conform. State and local governments
may be better suited to deal with specific state and local problems. Washington bureaucrats do not
always know best about what to do in Commerce, Texas, for example.
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Conflict Management

Federalism helps manage policy conflict. Permitting states and communities to pursue their own
policies reduces the pressures that would build up in Washington if the national government had
to decide everything. Federalism permits citizens to decide many things at the state and local lev-
els of government and avoid battling over single national policies to be applied uniformly through-
out the land.

Dispersal of Power

Federalism disperses power. The widespread distribution of power is generally regarded as an added
protection against tyranny. To the extent that pluralism thrives in the United States, state and
local governments have contributed to its success. They also provide a political base for the sur-
vival of the opposition party when it has lost national elections.

Increased Participation

Federalism increases political participation. It allows more people to run for and hold political
office. Nearly a million people hold some kind of political office in counties, cities, townships,
school districts, and special districts. These local leaders are often regarded as closer to the people
than Washington officials. Public opinion polls show that Americans believe that their local gov-
ernments are more manageable and responsive than the national government.

Improved Efficiency

Federalism improves efficiency. Even though we may think of 89,000 governments as an inefficient
system, governing the entire nation from Washington would be even worse. Imagine the bureau-
cracy, red tape, delays, and confusion if every government activity in every community in the
nation—police, schools, roads, firefighting, garbage collection, sewage disposal, street lighting, and
so on—were controlled by a central government in Washington.

Ensuring Policy Responsiveness

Federalism encourages policy responsiveness. Multiple, competing governments are more sensitive
to citizens’ views than a centralized, monopolistic government. The existence of multiple gov-
ernments offering different packages of benefits and costs allows a better match between citizens’
preferences and public policy. People and businesses can vote with their feet by relocating to those
states and communities that most closely conform to their own policy preferences. Mobility not
only facilitates a better match between citizens’ preferences and public policy, it also encourages
competition among states and communities to offer improved service at lower costs.

Encouraging Policy Innovation

Federalism encourages policy experimentation and innovation. Federalism may be perceived today
as a conservative idea, but it was once viewed as the instrument of progressivism. A strong argu-
ment can be made that the groundwork for the New Deal was built in state policy experimentation
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during the Progressive Era. Federal programs as diverse as income tax, unemployment compensa-
tion, counter-cyclical public works, Social Security, wage and hour legislation, bank deposit insur-
ance, and food stamps all had antecedents at the state level. Much of the current liberal policy
agenda—health insurance, child-care programs, government support of industrial research and
development—has been embraced by various states. Indeed, the compelling phrase “laboratories
of democracy” is generally attributed to the great progressive jurist Supreme Court Justice Louis
D. Brandeis, who used it in defense of state experimentation with new solutions to social and eco-
nomic problems.

POLITICS AND INSTITUTIONAL ARRANGEMENTS

Political conflict over federalism—over the division of responsibilities and finances between national
and stateflocal governments—has tended to follow traditional liberal and conservative political
cleavages. Generally, liberals seek to enhance the power of the national government. Liberals believe
that people’s lives can be changed by the exercise of government power to end discrimination, abol-
ish poverty, eliminate slums, ensure employment, uplift the downtrodden, educate the masses, and
cure the sick. The government in Washington has more power and resources than state and local
governments have, and liberals have turned to it to cure America’s ills. State and local governments
are regarded as too slow, cumbersome, weak, and unresponsive. It is difficult to achieve change when
reform-minded citizens must deal with 50 state governments or 89,000 local governments. Moreover,
liberals argue that state and local governments contribute to inequality in society by setting different
levels of services in education, welfare, health, and other public functions. A strong national govern-
ment can ensure uniformity of standards throughout the nation. The government in Washington is
seen as the principal instrument for liberal social and economic reform.

Generally, conservatives seek to return power to state and local governments. They are more
skeptical about the good that Washington can do. Adding to the power of the national govern-
ment is not an effective way of resolving society’s problems. On the contrary, conservatives often
argue that “government is the problem, not the solution.” Excessive government regulation, bur-
densome taxation, and inflationary government spending combine to restrict individual freedom,
penalize work and savings, and destroy incentives for economic growth. Government should be
kept small, controllable, and close to the people.

Institutional Arenas and Policy Preferences

Debates about federalism are seldom constitutional debates; rather, they are debates about policy.
People decide which level of government—national, state, or local—is most likely to enact the
policy they prefer. Then they argue that that level of government should have the responsibility
for enacting the policy. Political scientist David Nice explains “the art of intergovernmental poli-
tics” as “trying to reduce, maintain, or increase the scope of conflict in order to produce the policy
decisions you want.” Abstract debates about federalism or other institutional arrangements, devoid
of policy implications, hold little interest for most citizens or politicians. “Most people have little
interest in abstract debates that argue which level of government should be responsible for a given
task. What people care about is getting the policies they want.”

Thus, the case for centralizing policy decisions in Washington is almost always one of substi-
tuting the policy preferences of national elites for those of state and local officials. It is not seri-
ously argued on constitutional grounds that national elites better reflect the policy preferences of
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the American people. Rather, federal intervention is defended on policy grounds—the assertion
that the goals and priorities that prevail in Washington should prevail throughout the nation.

Concentrating Benefits to Organized Interests

The national government is more likely to reflect the policy preferences of the nation’s stron-
gest and best-organized interest groups than are 89,000 state and local governments. This is true,
first, because the costs of “rent seeking”—lobbying government for special subsidies, privileges,
and protections—are less in Washington in relation to the benefits available from national legisla-
tion than the combined costs of rent seeking at 89,000 subnational centers. Organized interests,
seeking concentrated benefits for themselves and dispersed costs to the rest of society, can con-
centrate their own resources in Washington. Even if state and local governments individually are
more vulnerable to the lobbying efforts of wealthy, well-organized special interests, the prospect of
influencing all 50 separate state governments or, worse, 89,000 local governments is discouraging
to them. The costs of rent seeking at 50 state capitols, 3,000 county courthouses, and tens of thou-
sands of city halls, while not multiplicative by these numbers, are certainly greater than the costs
of rent seeking in a single national capitol.

Moreover, the benefits of national legislation are comprehensive. A single act of Congress, a
federal executive regulation, or a federal appellate court ruling can achieve what would require the
combined and coordinated action by hundreds, if not thousands, of state and local government
agencies. Thus, the benefits of rent seeking in Washington are greater in relation to the costs.

Dispersing Costs to Unorganized Taxpayers

Perhaps more important, the size of the national constituency permits interest groups to disperse
the costs of specialized, concentrated benefits over a very broad constituency. Cost dispersal is the
key to interest group success. If costs are widely dispersed, it is irrational for individuals, each of
whom bears only a tiny fraction of these costs, to expend time, energy, and money to counter the
claims of the special interests. Dispersal of costs over the entire nation better accommodates the
strategies of special interest groups than the smaller constituencies of state and local government.

In contrast, state and local government narrows the constituencies over which costs must be
spread, thus increasing the burdens to individual taxpayers and increasing the likelihood that they
will take notice of them and resist their imposition. Economist Randall G. Holcombe explains:
“One way to counteract this [interest group] effect is to provide public goods and services at the
smallest level of government possible. This concentrates the cost on the smallest group of taxpay-
ers possible and thus provides more concentrated costs to accompany the concentrated benefits.”*
He goes on to speculate whether the tobacco subsidies granted by Washington to North Carolina
farmers would be voted by the residents of that state if they had to pay their full costs.

The rent-seeking efficiencies of lobbying in Washington are well known to the organized
interests. As a result, the policies of the national government are more likely to reflect the prefer-
ences of the nation’s strongest and best-organized interests.

AMERICAN FEDERALISM: VARIATIONS ON THE THEME

American federalism has undergone many changes in the more than 200 years since the
Constitution of 1787. That is, the meaning and practice of federalism have transformed many
times.
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State-Centered Federalism (1787-1865)

From the adoption of the Constitution of 1787 to the end of the Civil War, the states were the
most important units in the American federal system. People looked to the states for the resolution
of most policy questions and the provision of most public services. Even the issue of slavery was
decided by state governments. The supremacy of the national government was frequently ques-
tioned, first by the Antifederalists (including Thomas Jefferson) and later by John C. Calhoun and
other defenders of slavery and secession.

Dual Federalism (1865-1913)

The supremacy of the national government was decided on the battlefields of the Civil War. Yet
for nearly a half-century after that conflict, the national government narrowly interpreted its dele-
gated powers and the states continued to decide most domestic policy issues. The resulting pattern
has been described as dual federalism, in which the state and the nation divided most govern-
ment functions. The national government concentrated its attention on the delegated powers—
national defense, foreign affairs, tariffs, commerce crossing state lines, money, standard weights
and measures, post office and post roads, and admission of new states. State governments decided
the important domestic policy issues—education, welfare, health, and criminal justice. The sepa-
ration of policy responsibilities was once compared to a “layer cake,” with local governments at the
base, state governments in the middle, and the national government at the top.’

Cooperative Federalism (1913-1964)

The distinction between national and state responsibilities gradually eroded in the first half
of the twentieth century. American federalism was transformed by the Industrial Revolution and
the development of a national economy; the federal income tax in 1913, which shifted finan-
cial resources to the national government; and the challenges of two world wars and the Great
Depression. In response to the Great Depression of the 1930s, state governors welcomed massive
federal public works projects under President Franklin D. Roosevelt’s New Deal. In addition, the
federal government intervened directly in economic affairs, labor relations, business practices, and
agriculture. Through its grants-in-aid, the national government cooperated with the states in pub-
lic assistance, employment services, child welfare, public housing, urban renewal, highway build-
ing, and vocational education.

This new pattern of federal-state relations was labeled cooperative federalism. Both the
nation and the states exercised responsibilities for welfare, health, highways, education, and crimi-
nal justice. This merging of policy responsibilities was compared to a marble cake: “As the colors
are mixed in a marble cake, so functions are mixed in the American federal system.”¢

Yet even in this period of shared national-state responsibility, the national government
emphasized cooperation in achieving common national and state goals. Congress generally
acknowledged that it had no direct constitutional authority to regulate public health, safety, or
welfare. It relied primarily on its powers to tax and spend for the general welfare in order to pro-
vide financial assistance to state and local governments to achieve shared goals. Congress did not
legislate directly on local matters. For example, Congress did not require the teaching of voca-
tional education in public high schools because public education was not an “enumerated power”
of the national government in the U.S. Constitution. But Congress could offer money to states
and school districts to assist in teaching vocational education and even threaten to withdraw the
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money if federal standards were not met. In this way the federal government involved itself in
fields “reserved” to the states.

Centralized Federalism (1964-1980)

Opver the years it became increasingly difficult to maintain the fiction that the national govern-
ment was merely assisting the states in performing their domestic responsibilities. By the time
President Lyndon B. Johnson launched the Great Society in 1964, the federal government had
clearly set forth its own “national” goals. Virtually all problems confronting American society—
from solid waste disposal and water and air pollution to consumer safety, street crime, preschool
education, and even rat control—were declared to be national problems. Congress legislated
directly on any matter it chose, without regard to its “enumerated powers.” The Supreme Court
no longer concerned itself with the “reserved” powers of the states, and the Tenth Amendment
lost most of its meaning. The pattern of national-state relations became centralized. As for the
cake analogies, one commentator observed, “The frosting had moved to the top, something like a
pineapple upside-down cake.”’

The states’ role under centralized federalism is that of responding to federal policy initiatives
and conforming to federal regulations established as conditions for federal grant money. The
administrative role of the states remained important; they helped implement federal policies in
welfare, Medicaid, environmental protection, employment training, public housing, and so on.
But the states’ role was determined not by the states themselves but by the national government.

Bureaucracies at the federal, state, and local levels became increasingly indistinguishable.
Coalitions of professional bureaucrats—whether in education, public assistance, employment
training, rehabilitation, natural resources, agriculture, or whatever—worked together on behalf of
shared goals, whether they were officially employed by the federal government, the state govern-
ment, or a local authority. State and local officials in agencies receiving a large proportion of their
funds from the federal government felt very little loyalty to their governor or state legislature.

New Federalism (1980-1985)

Efforts to reverse the flow of power to Washington and return responsibilities to state and local
government have been labeled the new federalism. The phrase originated in the administration of
President Richard M. Nixon, who used it to describe general revenue sharing, that is, federal shat-
ing of tax revenues with state and local governments, with few strings attached. Later, the phrase
“new federalism” was used by President Ronald Reagan to describe a series of proposals designed
to reduce federal involvement in domestic programs and encourage states and cities to undertake
greater policy responsibilities themselves. These efforts included the consolidation of many cate-
gorical grant programs into fewer block grants, an end to general revenue sharing, and less reliance
by the states on federal revenue.

Coercive Federalism (1985-1995)

It was widely assumed before 1985 that Congress could not directly legislate how state and local
governments should perform their traditional functions. Congress was careful not to issue direct
orders to the states; instead, it undertook to grant or withhold federal aid money, depending on
whether states and cities abided by congressional “strings” attached to these grants. In theory,
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at least, the states were free to ignore conditions established by Congress for federal grants and
forgo the money.

However, in its 1985 Garcia decision, the U.S. Supreme Court appeared to remove all barriers to
direct congressional legislation in matters traditionally “reserved” to the states.® The case arose after
Congress directly ordered state and local governments to pay minimum wages to their employees.
The Court reversed earlier decisions that Congress could not directly legislate state and local govern-
ment matters. It also dismissed arguments that the nature of American federalism and the Reserved
Powers Clause of the Tenth Amendment prevented Congress from directly legislating state affairs. It
said that the only protection for state powers was to be found in the states’ role in electing U.S. sena-
tors, members of Congress, and the president—a concept known as “representational federalism.”

Representational Federalism

The idea behind representational federalism is that there is no constitutional division of powers
between states and nation—federalism is defined by the role of the states in electing members
of Congress and the president. The United States is said to retain a federal system because its
national officials are selected from subunits of government—the president through the alloca-
tion of electoral college votes to the states, and the Congress through the allocation of two
Senate seats per state and the apportionment of representatives based on state population.
Whatever protection exists for state power and independence must be found in the national
political process—in the influence of state and district voters on their senators and members of
Congress.

The Supreme Court rhetorically endorsed a federal system in the Garcia decision but left it up
to the national Congress, rather than the Constitution or the courts, to decide what powers should
be exercised by the states and the national government. In a strongly worded dissenting opinion,
Justice Lewis Powell argued that if federalism is to be retained, the Constitution must divide pow-
ers, not the Congress. “The states’ role in our system of government is a matter of constitutional
law, not legislative grace... [This decision] today rejects almost 200 years of the understanding of
the constitutional status of federalism.”

However, in 1995 the Supreme Court appeared to revive the original notion of a Congress
with limited, enumerated powers.

FEDERALISM REVIVIED?

Controversies over federalism are as old as the nation itself. And while over time the flow of power
has been toward Washington, occasionally Congress and even the Supreme Court have reasserted
the constitutional division of power between the federal government and the states.

Welfare Reform and “Devolution”

In 1995, with Republican majorities in both houses of Congress, “Devolution” became a popular
catch word. Devolution meant the passing down of responsibilities from the national government
to the states, and welfare reform turned out to be the key to devolution. Since Franklin D.
Roosevelt’s New Deal, with its federal guarantee of cash Aid to Families with Dependent Children
(AFDC), low-income mothers and children had enjoyed a federal “entitlement” to welfare
benefits. But in 1996 the welfare reform bill passed by Congress and signed by President Clinton
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(after two earlier vetoes) turned over responsibility for determining eligibility for cash aid to the
states, ending the sixty-year federal entitlement. The Temporary Assistance to Needy Families
established block grants to the states and gave them broad responsibility for determining eligibility
and benefits levels. But Congress did add some “strings” to these grants: states must place a two-
year limit on continuing cash benefits and a five-year lifetime limit. This was a major change in
federal welfare policy (see Chapter 7).

Supreme Court Revival of Federalism (1995-Present)

Recent decisions of the U.S. Supreme Court suggest at least a partial revival of the original consti-
tutional design of federalism.

In 1995, the Supreme Court issued its first opinion in more than 60 years that recognized
a limit on Congress’s power over interstate commerce and reaffirmed the Founders’ notion of a
national government with only the powers enumerated in the Constitution. The Court found that
the federal Gun-Free School Zones Act was unconstitutional because it exceeded Congress’s pow-
ers under the Interstate Commerce Clause. Chief Justice William H. Rehnquist, writing for the
majority in a 5-to-4 decision in United States v. Lopez, even cited James Madison with approval:
“The powers delegated by the proposed Constitution are few and defined. Those which are to
remain in the state governments are numerous and indefinite.”1°

The Supreme Court invalidated a provision of a popular law of Congress, the Brady Handgun
Violence Protection Act. The Court decided in 1997 that the law’s command to local law enforce-
ment officers to conduct background checks on gun purchasers violated “the very principle of
separate state sovereignty.” The Court affirmed that the federal government may “neither issue
directives requiring the states to address particular problems, nor command the states’ officers, or
those of their political subdivisions, to administer or enforce the federal regulatory program.”!!

These decisions run counter to most of the Court’s twentieth-century holdings that empow-
ered the national government to do just about anything it wished under a broad interpretation
of the Interstate Commerce Clause. The narrowness of the Court votes in these decisions (5—4)
suggested that this revival of federalism might be short-lived. But in 2000, to the surprise of
many observers, the Supreme Court held that Congress’s Violence Against Women Act was
an unconstitutional extension of federal power into the reserved police powers of states. Citing
its earlier Lopez decision, the Court held that noneconomic crimes are beyond the power of
the national government under the Interstate Commerce Clause. “Gender-motivated crimes of
violence are not, in any sense, economic activity.” The Court rejected Congress’s argument that
the aggregate impact of crime nationwide has a substantial effect on interstate commerce. “The
Constitution requires a distinction between what is truly national and what is truly local, and
there is no better example of the police power, which the Founders undeniably left reposed in
the States and denied the central government, than the suppression of violent crime and vindi-
cation of its victims.”!? But this decision, too, was made by a 5—4 vote of the justices, suggesting
the replacement of justices might reverse this trend toward federalism by the Supreme Court.

MONEY AND POWER FLOW TO WASHINGTON

Money and power go together. As institutions acquire financial resources, they become more pow-
erful. The centralization of power in Washington has come about largely as a product of growth in
the national government’s financial resources—its ability to tax, spend, and borrow money.
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Federal Grants-in-Aid

The federal grant-in-aid has been the principal instrument for the expansion of national
power. As late as 1952, federal intergovernment transfers amounted to about 10 percent of
all state and local government revenue. Federal transfers creeped up slowly for a few years;
rose significantly after 1957 with the National Defense (Interstate) Highway Program and a
series of post-Sputnik educational programs; and then surged in the welfare, health, housing,
and community development fields under President Lyndon B. Johnson’s Great Society pro-
grams (1965-1968). President Nixon not only expanded these Great Society transfers but also
added his own general revenue-sharing program. Federal financial interventions continued to
grow despite occasional rhetoric in Washington about state and local responsibility. By 1980,
more than 27 percent of all state and local revenue came from the federal government. So
dependent had state and local governments become on federal largess that the most frequently
voiced rationale for continuing federal grant programs was that states and communities had
become accustomed to federal money and could not survive without it (see Figure 5-1).
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FIGURE 5-1 State and Local Government Dependency on Federal Grants State
and local government dependency on federal money rose sharply prior to 1980;
during the Reagan presidency federal grants were curtailed, but have risen again
in recent years.
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President Ronald Reagan briefly challenged the nation’s movement toward centralized gov-
ernment. The Reagan administration ended general revenue sharing. It also succeeded in consoli-
dating many categorical grant programs in larger block grants, allowing for greater local control
over revenue allocation. Categorical grants are awarded to specific projects approved by a federal
department distributing designated funds. A block grant is a payment to a state or local govern-
ment for a general function, such as community development or education. State and local offi-
cials may use such funds for their stated purposes without seeking the approval of federal agencies
for specific projects.

Today, federal grants again account for about one-quarter of all state and local government
spending. It is unlikely that centralizing tendencies in the American federal system can ever be
permanently checked or reversed. It is not likely that presidents or members of Congress will ever
be moved to restrain national power. People expect them to “Do something!” about virtually every
problem that confronts individuals, families, communities, states, or the nation. Politicians risk
appearing “insensitive” if they respond by saying that a particular problem is not a federal concern.

Federal Grant Purposes

Federal grants are available in nearly every major category of state and local government activity.
So numerous and diverse are they that there is often a lack of information about their availability,
purpose, and requirements. In fact, federal grants can be obtained for the preservation of historic
buildings, the development of minority-owned businesses, aid to foreign refugees, the drainage
of abandoned mines, riot control, and school milk. However, health (including Medicaid for the
poor) and welfare (including family cash aid and food stamps) account for more than two-thirds of
federal aid money (see Figure 5-2).

Administration of Justice
1.1%

Education and Training
12.2%

Income Security
(Welfare) 19.2%

Health
(Medicaid)
49.6%

Community and Regional
Development (Including
Homeland Security) 4.9%

Transportation and
Highways 11%
Agriculture 0.7%

Natural Resources
and Environment 1.1%

FIGURE 5-2 Purposes of Federal Grant-in-Aid Money Medicaid is the largest
category of federal grant money, followed by welfare, education, and transportation.
SOURCE: Statistical Abstract of the United States, 2010.
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Achieving National Uniformity in Drinking Laws Mothers Against Drunk Driving (MADD) sponsor a crash
truck as part of a continuing youth education program regarding the dangers of drinking and driving. In 2010
MADD celebrated the twenty-first anniversary of the Lifesaving 21 Minimum Drinking Age Act for which MADD
was largely responsible. The Act conditions federal highway grants-in-aid to the states on the states’ enact-
ing 21-year-old drinking laws. Setting conditions on grants-in-aid money is the primary method by which the
federal government influences the policies of state and local governments. (© prettyfoto/Alamy)

FEDERAL PREEMPTIONS AND MANDATES

The supremacy of federal laws over those of the states, spelled out in the National Supremacy
Clause of the Constitution, permits Congress to decide whether or not there is preemption
of state laws in a particular field by federal law. In total preemption, the federal government
assumes all regulatory powers in a particular field—for example, copyrights, railroads, and air-
lines. No state regulations in a totally preempted field are permitted. Partial preemption stipu-
lates that a state law on the same subject is valid as long as it does not conflict with the
federal law in the same area. For example, the Occupational Safety and Health Act of 1970
specifically permits state regulation of any occupational safety or health issue on which the
federal Occupational Safety and Health Administration (OSHA) has not developed a stan-
dard; but once OSHA enacts a standard, all state standards are nullified. Yet another form
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of the partial preemption, the standard partial preemption, permits states to regulate activities
in a field already regulated by the federal government, as long as state regulatory standards
are at least as stringent as those of the federal government. Usually states must submit their
regulations to the responsible federal agency for approval; the federal agency may revoke a
state’s regulating power if it fails to enforce the approved standards. For example, the federal
Environmental Protection Agency (EPA) permits state environmental regulations that meet
or exceed EPA standards.

Federal Mandates

Federal mandates are direct orders to state and local governments to perform a particular activity
or service, or to comply with federal laws in the performance of their functions. Federal mandates
occur in a wide variety of areas, from civil rights to minimum wage regulations. Their range is
reflected in some examples of federal mandates to state and local governments:

e  Age Discrimination Act of 1986 Outlaws mandatory retirement ages for public as well as
private employees, including police, firefighters, and state college and university faculty.

e  Asbestos Hazard Emergency Act of 1986 Orders school districts to inspect for asbestos hazards
and remove asbestos from school buildings when necessary.

e Safe Drinking Water Act of 1986 Establishes national requirements for municipal water
supplies; regulates municipal waste treatment plants.

e  Clean Air Act of 1990 Bans municipal incinerators and requires auto emission inspections in
certain urban areas.

e Americans with Disabilities Act of 1990 Requires all state and local government buildings to
promote handicapped access.

e  National Voter Registration Act of 1993 Requires states to register voters at driver’s license,
welfare, and unemployment compensation offices.

e  No Child Left Behind Act of 2001 Requires states and their school districts to test public school
pupils.
e  Help America Vote Act of 2002 Requires states to modernize registration and voting procedures.

® Real ID Act of 2005 Requires that each state produce a “Real ID” driver’s license that meets
standards set by the Department of Homeland Security.

®  Patient Protection and Affordable Care Act of 2010 Establishes various mandates, including a
requirement that state Medicaid programs serve all persons and families with incomes below
133 percent of the federal poverty level.

"Unfunded” Mandates

Federal mandates often impose heavy costs on states and communities. When no federal mon-
ies are provided to cover these costs, the mandates are said to be unfunded mandates. Governors,
mayors, and other state and local officials have often urged Congress to halt the imposition of
unfunded mandates on states and communities. Private industries have long voiced the same com-
plaint. Regulations and mandates allow Congress to address problems while pushing the costs of
doing so onto others.
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STATES BATTLE BACK

The American states are battling back on several fronts, in efforts to retain their powers against
federal encroachment.

Health Insurance Individual Mandate

The comprehensive Patient Protection and Affordable Care Act of 2010 (President Obama’s
health care reform) includes a mandate that every individual in the country obtain government
approved health insurance. Failure to comply will result in an annual tax penalty to be enforced
by the Internal Revenue Service. (For more information, see Chapter 8.) Attorneys General in
several states have undertaken legal action in federal court challenging this “individual mandate”
as an unconstitutional expansion of federal power over the citizens of their states. Never before has
the federal government mandated that individuals buy a product. Are there any “reserved powers”
of the states under the 10th Amendment? What remains of the notion of a national government of
limited and enumerated powers?

Supporters of the individual mandate claim that it is justified under the Interstate Commerce
Clause of the Constitution. Historically this Clause has been given broad interpretation by the
Supreme Court; Congress can regulate any economic activity that “taken in the aggregate sub-
stantially affects interstate commerce.”’? Health insurance, supporters argue, is an integral part of
interstate commerce. The health insurance industry must pool all individuals, including the young
and healthy, if the industry is to cover the ill and persons with preexisting conditions. They also
argue that the individual mandate is constitutional because it is structured as a tax on income,
which is authorized under the 16th Amendment.

Arguments over the individual mandate and the Patient Protection and Affordable Care Act
are highly partisan. The Act was passed in Congress without a single Republican vote in either
the House or Senate. The issue of the constitutionality of the individual mandate is likely to be
decided by the Supreme Court. (See also “Repealing Obamacare?” in Chapter 8.)

Arizona’s Immigration Law

Frustrated by the failure of the federal government to enforce existing federal immigration laws,
Arizona passed its own illegal-immigration law in 2010. (For more information, see Chapter 12.)
The Arizona law mirrors federal law dealing with aliens, requiring them to carry valid immigration
documents. It makes it a state crime to be in the country illegally. Police are given broad powers to
detain anyone suspected of being an illegal alien.

The U.S. Justice Department filed suit against the Arizona law arguing that it violates the
Supremacy Clause of the Constitution: “A state may not establish its own immigration policy or
enforce state laws in a manner that interferes with federal immigration laws. The Constitution
and federal immigration laws do not permit the development of a patchwork of state and local
immigration policy throughout the country.”™* (A separate constitutional question is whether the
Arizona law poses a threat to the 14th Amendment’s Equal Protection Clause by encouraging
racial profiling in its enforcement.)

Supporters of the law argue that it is not in conflict with federal laws on immigration. When
the federal government fails in its own responsibility to protect the nation’s borders, states may
intervene to do so themselves. Federal courts must answer the question, “Do federal laws totally
preempt state laws in the area of immigration?”
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Marijuana for Medical Use

The federal government prohibits the sale, possession, or growth of marijuana for any purpose.
Federal law does not recognize a medical exception. The Food and Drug Administration lists mari-
juana as a “Schedule 1 substance under the Controlled Substance Act, classified as having a high
potential for abuse and no currently accepted medical use.”

But a number of states have undertaken to legalize marijuana for medical use. Many have
done so through ballot propositions. Majorities of Americans approve the use of marijuana for
medical purposes. (However, in 2010, California voters defeated a ballot proposition that would
have allowed marijuana use for recreational purposes.) There is a clear conflict between federal
and state laws over medical marijuana.

In partial recognition of this conflict, Attorney General Eric Holder announced in 2009
“clarifying guidelines... for the use of federal investigative and prosecutorial resources.” The Drug
Enforcement Administration (DEA) will not arrest or prosecute individual marijuana users who
are in compliance with state laws authorizing marijuana for medical purposes. “These guidelines do
not legalize marijuana. [BUT] it is not the practice of the DEA to target individuals with serious
medical conditions who comply with state laws authorizing their use for medical purposes.”’® In
other words, the federal government will not enforce federal law in states which have passed laws
approving the use of marijuana for medical purposes.

STATE POLICYMAKING BY INITIATIVE AND REFERENDA

The U.S. Constitution has no provision for direct voting by the people on national policy ques-
tions. The nation’s Founders were profoundly skeptical of direct democracy—<itizens themselves
initiating and deciding policy questions. They had read about direct democracy in the ancient
Greek city state of Athens and believed the “follies” of direct democracy outweighed any virtues
it might possess. The Founders believed that government rests ultimately on the consent of the
governed. However, their notion of “republicanism” envisioned decision making by representatives
of the people, not the people themselves—representative democracy rather than direct democracy.

But 100 years later, a strong populist movement developed in the American states, attack-
ing railroads, corporate “trusts,” and politicians under their sway. Populists believe that elected
representatives were ignoring the needs of farmers, debtors, and laborers. They sought to bypass
politicians and have the people directly initiate and vote on policy issues. Today the initiative and
referenda for state constitutional amendments exists in 18 states (see Table 5-2).

Initiative

The initiative is a device whereby a specific number or percentage of voters, through the use of a
petition, may propose policy changes, either as constitutional amendments or as state laws to be
placed on the ballot for adoption or rejection by the electorate of a state. This process bypasses the
legislature and allows citizens to propose laws and constitutional amendments.

Referendum

The referendum is a device by which the electorate must approve laws or constitutional amend-
ments. Referenda may be submitted by the legislature, or referenda may be demanded by popular
petition through the initiative device.
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TABLE 5-2 C(itizen Initiatives in the States Initiative for Constitutional Amendments (Signatures
Required to Get on Ballot)?

Arizona (15%)
Arkansas (10%)
California (8%)
Colorado (5%)
Florida (8%)®
Ilinois (8%)
Massachusetts (3%)
Michigan (10%)
Mississippi (12%)
Missouri (8%)
Montana (10%)
Nebraska (10%)
Nevada (10%)
North Dakota (4% of state population)
Ohio (10%)
Oklahoma (15%)
Oregon (8%)

South Dakota (10%)

3Figures expressed as percentage of vote in last governor's election unless otherwise specified; some states also require
distribution of votes across counties and districts.
bFlorida requires referenda to pass by a supermajority (60 percent).

Proponents of direct democracy make several strong arguments on behalf of the initiative and
referendum device. It enhances government responsiveness and accountability; even the threat of
a successful initiative and referendum drive sometimes encourages officials to take popular actions.
It allows groups that are not especially well represented in state capitals, taxpayers for example, to
place their concerns on the public agenda. It stimulates voter interest and improves election day
turnout. Controversial issues on the ballot—the death penalty, abortion, gay marriage, gun con-
trol, taxes—bring out additional voters. Finally, it can secure the passage of constitutional amend-
ments and laws ignored or rejected by elected officials.

Opponents of direct democracy, from our nation’s Founders to the present, argue that rep-
resentative democracy offers far better protection for individual liberty and the rights of minori-
ties than direct democracy. The Founders constructed a system of checks and balances not so
much to protect against the oppression of a ruler, but rather to protect against the tyranny of
the majority. It is also argued that voters are not sufficiently informed to cast intelligent ballots
on many issues. Moreover, a referendum does not allow consideration of alternative policies or
modifications or amendments to the proposition set forth on the ballot. In contrast, legislators
devote a great deal of attention to writing, rewriting and amending bills, and seeking out com-
promises among interests.
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TABLE 5-3 Selected State Ballot Propositions 2010

Marijuana. California’s Proposition 19 that would have legalized recreational use of marijuana was one of
the highest profile initiatives in 2010. But it ended up failing by a 46-54 vote in that state. Voters
rejected medical marijuana use in Arizona, Oregon, and South Dakota. In prior years most medical
marijuana use referenda had won approval on state ballots.

Labor Unions. Voters in Arizona, South Carolina, and Utah passed propositions requiring secret ballots
for union elections. These measures are intended to overcome the “card check,” allowing workers to
unionize without a secret ballot by signing cards stating they support unionization.

Income Tax. Voters in the state of Washington firmly rejected, 3566, a proposal to enact an income tax
on individuals earning more than $200,000. Voters appeared to be in no mood to soak the rich. Or
they may have believed that once an income tax was enacted, the income threshold would gradually
fall, extending the tax to lower income individuals.

Racial Preferences. Arizona voters approved a proposition that prohibits the state from discriminating for or
against individuals on the basis of race and ethnicity by a 59—41 margin. The state joins California,
Michigan, Nebraska, and Washington that had previously approved such measures. The effect of
these measures is to limit affirmative action programs.

Politics of State Initiatives and Referenda

National surveys report overwhelming support for “laws which allow citizens to place initiatives
directly on the ballot by collecting petition signatures.” Both liberal and conservative interests
have used the initiative and referendum devices (see Table 5-3).

COMPARING PUBLIC POLICIES OF THE STATES

An overview of state and local government spending suggests the variety of policy areas in
which these governments are active. Education is by far the most expensive function of state
and local governments: Education accounts for about 35 percent of all state-local spending.
Most of this money goes to elementary and secondary schools, but about nine percent
nationwide goes to state universities and community colleges. Welfare, health and hospitals
(including Medicaid), and highways place a heavy financial burden on states and communi-
ties (see Figure 5-3).

The American states provide an excellent setting for comparative analysis and the testing
of hypotheses about the determinants of public policies. Policies in education, taxation, welfare,
health, highways, natural resources, public safety, and many other areas vary a great deal from state
to state, which allows us to inquire about the causes of divergent policies.

Variations in State Tax Policy

State governments rely principally upon sales taxes and income taxes to fund their services, while
local governments rely principally upon property taxes. Currently only five states do not impose a
general sales tax (AK, DE, MT, NH, OR). Sales taxes in the states range from five to nine percent;
groceries, rent, and medicines are usually exempted, in an effort to make sales taxes less regressive
(see “Taxation, Fairness and Growth” in Chapter 11).
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FIGURE 5-3 State-Local Government Expenditures by Function State and local governments

spend more money on education than any other function.
SOURCE: Data from U.S. Bureau of Census, Governmental Finances 2002, April 28, 2005.

The decision to place primary reliance upon income versus sales taxation is one of the most
important policy choices facing state government. Today all but seven states tax individual income
(see Table 5-4). Some state income taxes are progressive with top marginal rates exceeding
10 percent; other states have adopted flat rate income taxes. In 2010 Washington state voters

rejected a proposition that would have imposed an income tax on high-income earners.

Variations in State Educational Spending

Spending for elementary and secondary education varies a great deal among the states (see
Table 5-5). Some states (for example, New Jersey, New York, Connecticut) spend well over twice
as much as other states (for example, Utah, Idaho, Arizona, Oklahoma) for the education of the

average pupil in public schools. How can we explain such policy variation among the states?
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TABLE 5-4 Income Taxes in the States Federalism results in wide variations in tax policies among the

states.

States Without Income Taxes
Alaska New Hampshire? Texas
Florida South Dakota Washington
Nevada Tennessee? Wyoming

States Taxing Individual Income (rate ranges in parentheses)

Alabama (2.0-5.0) Kentucky (2.0-6.0) North Carolina (6.0-8.25)

Arizona (2.8-5.0) Louisiana (2.0-6.0) North Dakota (2.1-15.6)
Arkansas (1.0-7.0) Maine (2.0-8.5) Ohio (0.7-7.5)

California (1.0-9.3) Maryland (2.0-4.8) Oklahoma (0.5-6.75)
Colorado (4.6) Massachusetts (5.0) Oregon (5.0-9.0)
Connecticut (3.0-5.0) Michigan (4.0) Pennsylvania (2.8)
Delaware (2.2-6.0) Minnesota (5.3-7.8) Rhode Island (26% federal)®

Georgia (1.0-6.0)
Hawaii (1.4-8.25)
Idaho (1.6-7.8)
Illinois (3.0)
Indiana (3.4)
Iowa (0.4-9.0)
Kansas (3.5-6.5)

Mississippi (3.0-5.0)
Missouri (1.5-6.0)
Montana (2.0-11.0)
Nebraska (2.5-6.8)
New Jersey (1.4-6.4)
New Mexico (1.7-6.8)
New York (4.0-7.7)

South Carolina (2.5-7.0)
Utah (2.3-7.0)

Vermont (3.6-9.5)
Virginia (2.0-5.75)

West Virginia (3.0-6.5)
Wisconsin (4.6-6.8)

aState income tax is limited to dividends and interest only, and excludes wage income.
bState income taxes determined as a percentage of federal income tax liability.
SOURCE: Data from Council of State Governments, Book of the States, 2008 (Lexington, KY: Council of State Governments, 2008).
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TABLE 5-5 Policy Variation among the States Federalism allows wide variation among the states in public

policies including spending for public schools.
Per Pupil Spending for Public Elementary and Secondary Education

1 Rhode Island $18,729 12 Maryland 12,281
2 New Jersey 16,967 13 Hawaii 11,968
3 New York 16,769 14 Virginia 11,672
4 Vermont 15,466 15 Michigan 11,579
5 Wyoming 15,459 16 Minnesota 11,447
6 Connecticut 14,472 17 Wisconsin 11,299
7 Maine 13,978 18 Arkansas 11,171
8 Massachusetts 13,804 19 Illinois 11,142
9 Delaware 13,496 20 Alaska 11,137
10 New Hampshire 13,112 21 West Virginia 11,043
11 Pennsylvania 12,541 22 New Mexico 10,551

(continued)
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TABLE 5-5 continued

23
24
25
26
27
28
29
30
31
32
33
34
35
36

Oregon 10,381 37 Kentucky 9,325
Georgia 10,182 38 Texas 9,288
Louisiana 10,158 39 Missouri 9,076
Washington 10,082 40 North Carolina 8,974
Indiana 10,037 41 Florida 8,930
South Dakota 9,858 42 North Dakota 8,687
Colorado 9,828 43 Tennessee 8,617
Nebraska 9,781 44 California 8,520
Montana 9,676 45 Oklahoma 8,348
Kansas 9,662 46 Nevada 7,951
Iowa 9,472 47 Idaho 7,875
Ohio 9,445 48 Mississippi 1,752
Alabama 9,418 49 Arizona 6,170
South Carolina 9,375 50 Utah 6,095

SOURCE: National Education Association, 2010. Used by permission.

Per Pupil Expenditures
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Per Capita Income

FIGURE 5-4 Fifty States Arranged According to per Capita Personal Income
and per Pupil Educational Expenditures Personal income is the principal
determinant of how much states spend on the education of each pupil.



Economic Resources and Public Policy

Summary

Economic research very early suggested that public policies were closely related to the level of
economic resources in a society. We can picture this relationship by viewing a “plot” between
per capita personal income and per pupil spending in public schools, as shown in Figure 5-4.
Per capita income is measured on the horizontal, or X, axis, and per pupil spending is measured on
the vertical, or Y, axis. Each state is plotted in the graph according to its values on these two mea-
sures. The resulting pattern—states arranged from the lower left to the upper right—shows that
increases in income are associated with increases in educational spending. The diagonal line is a
representation of the hypothesis that income largely determines educational spending.

SUMMARY

American federalism creates unique problems and
opportunities in public policy. For 200 years, since
the classic debates between Alexander Hamilton and
Thomas Jefferson, Americans have argued the merits
of policymaking in centralized versus decentralized
institutions. The debate continues today.

1. Eighty-seven thousand separate governments—
states, counties, cities, towns, boroughs,
villages, special districts, school districts, and
authorities—make public policy.

2. Proponents of federalism since Thomas
Jefferson have argued that it permits policy
diversity in a large nation, helps to reduce
conflicts, disperses powet, increases political
participation, encourages policy innovation,
and improves governmental efficiency.

3. Opponents of federalism argue that it allows
special interests to protect positions of
privilege, frustrates national policies, distributes
the burdens of government unevenly, hurts
poorer states and communities, and obstructs
action toward national goals.

4. The nature of American federalism has
changed radically over two centuries, with the
national government steadily growing in power.
“Coercive federalism” refers to Washington’s
direct mandates to state governments in
matters traditionally reserved to the states.
“Representational federalism” contends that
there is no constitutional division of powers
between nation and states, and federalism is
defined only by the states’ role in electing the
president and Congress.

5. Over time, power has flowed toward
Washington and away from the states, largely

as a result of the greater financial resources

of national government and its involvement

in grant-in-aid programs to state and local
governments. These governments are obliged

to abide by federal regulations as a condition

of receiving federal money. And these
governments have become increasingly reliant
on federal aid. Today federal aid constitutes over
one-quarter of state—local government revenue.

. Federalism, however, has enjoyed a modest

revival in recent years. Congress strengthened
federalism in the Welfare Reform Act of 1996
by ending a 60-year-old federal guarantee of cash
assistance and “devolving” the responsibility

for cash welfare aid to the states. Nonetheless,
Congress attached many “strings” to its welfare
grants to the states in the Temporary Assistance
to Needy Families program.

. Federalism has also been strengthened by a

series of (narrow 5—4) decisions by the Supreme
Court limiting the national government’s
power under the Commerce Clause and
reasserting the authority of the states in the
exercise of their police powers.

. Federal preemptions of policy areas are

justified under the Supremacy Clause of the
Constitution. Powers delegated to the Congress
under Article [ may be totally preempted,
where no state laws are permitted, or partially
preempted, where federal law allows state laws
which do not conflict with federal law. Federal
mandates are direct orders to state governments
to perform a particular activity or service.
When no federal monies are made available

to cover costs, the mandates are said to be
“unfunded mandates.”
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9. States have tried to resist federal
encroachment on their powers in several
areas. States have undertaken legal actions
in federal courts contending that the
requirement for all Americans to purchase
health insurance under the Patient Protection
and Affordable Care Act of 2010 is an
unconstitutional expansion of federal power.
Supporters of the Act contend that it is
constitutional under the Interstate Commerce
Clause. Arizona has enacted its own
immigration law; the U.S. Justice Department
contends that immigration law is preempted

10.

by federal statutes. The federal government
has retreated on state medical marijuana laws,
the Justice Department indicating that it
would not prosecute medical marijuana users
who are in compliance with state laws.

Considerable policy variations exist among
the 50 states. For example, tax burdens in
some states are more than twice as high as
other states, and educational spending per
pupil is almost three times greater in some
states than others. Economic resources are
an important determinant of overall levels of
taxing, spending, and services in the states.

Apply what you learned in this chapter on MySearchLab (www.mysearchlab.com).
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Incapacitating Criminals Incurs Costs Prison overcrowding in California’s Chino State Prison in 2010. During the 1990s the incar-
ceration rate (prisoners as a percent of the population) rose in America, while the crime rate fell. This suggests that incapacitating
criminals may be an effective method of reducing crime. But prison overcrowding and the costs of imprisonment now inspire calls for
alternative (non-prison) sentencing, especially for nonviolent crimes.  (Getty Images)




Criminal Justice

Rationality and Irrationality in Public Policy

CRIME IN AMERICA

Crime is a central problem confronting any society. The rational strategy of crime fighting is known as
deterrence. The goal of deterrence is to make the costs of committing crimes far greater than any benefits
potential criminals might derive from their acts. With advanced knowledge of these costs, rational indi-
viduals should be deterred from committing crimes. But before we describe the deterrence model and assess
its effectiveness, let us examine the nature and extent of crime in America.

Measuring Crime

It is not easy to learn exactly how much crime occurs in society. The official crime rates are based on
the Federal Bureau of Investigation’s Uniform Crime Reporting Program, but the FBI reports are based
on figures supplied by state and local police agencies (see Table 6-1). The FBI has established a uniform
classification of the number of serious crimes per 100,000 people that are reported to the police: violent
crimes (crimes against persons)—murder and nonnegligent manslaughter, forcible rape, robbery, aggravated
assault; and property crimes (crimes committed against property only)—burglary, larceny, arson, and theft,
including auto theft. But one should be cautious in interpreting official crime rates. They are really a func-
tion of several factors: (1) the willingness of people to report crimes to the police, (2) the adequacy of the
reporting system that tabulates crime, and (3) the amount of crime itself.

Trends in Crime Rates

Crime is no longer at the top of the nation’s policy agenda. Since peaking in the early 1990s, crime rates
have actually declined (see Figure 6—1). Law enforcement officials often attribute successes in crime fight-
ing to police “crackdowns,” more aggressive “community policing,” and longer prison sentences for repeat
offenders, including “three strikes you're out” laws. (All are discussed later in this chapter.) In support
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TABLE 6-1 Crime Rates in the United States Official crime rates (offenses reported to police) are compiled and
published each year by the FBI, enabling us to follow the rise and fall of various types of crimes.

Offenses Reported to Police per 100,000 Population
1960 1970 1980 1985 1990 1995 2000 2005 2010

Violent Crimes 160 360 597 557 730 685 507 459 403
Murder 5 8 10 8 9 8 6 6 5
Forcible Rape 9 18 37 37 41 317 32 32 27
Robbery 60 172 251 209 256 221 145 141 120
Assault 85 162 298 303 423 418 324 201 253

Property Crimes 1,716 3,599 5,353 4,666 5,073 4,591 3,618 3482 2,951

SOURCE: Federal Bureau of Investigation, Crime in the United States (annual).
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FIGURE 6-1 Violent Crime Rate Contrary to popular perceptions, violent crime has declined dramatically

over the past 20 years.
SOURCES: U.S. Department of Justice, Bureau of Justice Statistics, Sourcebook of Criminal Justice Statistics, 1999; Federal
Bureau of Investigation, Crime in the United States, 2010.

of this claim, they observe that the greatest reductions in crime occurred in the nation’s largest cities,
especially those such as New York that adopted tougher law enforcement practices.

Violence attributed to terrorism is now separately reported by the FBI. (Thus, the murder
rate reported for 2001 in the FBI’s Uniform Crime Reporting Program does not include the deaths
that resulted from the terrorist attacks on America on September 11, 2001.) In all, there were
3,047 deaths from the 9/11 terrorist attack on New York’s World Trade Center, the Pentagon in
Washington, and the airliner crash in Somerset County, Pennsylvania (see Chapter 16).
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Victimization

FBI official crime rates understate the real amount of crime. Many crimes are not reported to the
police and therefore cannot be counted in the official rate. In an effort to learn the real amount of
crime in the nation, the U.S. Justice Department regularly surveys a national sample, asking peo-
ple whether they have been a victim of a crime during the past year.! These surveys reveal that the
victimization rate is much higher than the official crime rate. The number of forcible rapes, as well
as burglaries, assaults, and robberies, is twice the number reported to police. And property crimes
are three times higher. Only auto theft and murder statistics are reasonably accurate, indicating
that most people call the police when their car is stolen or someone is murdered.

The victimization rate for violent crime, although over twice as high as the reported crime rate,
has generally risen and fallen over the years in the same fashion as the crime rate. That is, the vic-
timization rate for violent crime peaked in the early 1990s, and has fallen dramatically since then.
Why do people fail to report crime to the police? The most common reason given by interviewees
is the belief that the police cannot be effective in dealing with the crime. Other reasons include the
feeling that the crime is “a private matter” or that the victim does not want to harm the offender.
Fear of reprisal is mentioned much less frequently, usually in cases of assault and family crimes.

Juvenile Crime

The juvenile system is not designed for deterrence. Children are not held fully responsible for their
actions, in the belief that they do not possess the ability to understand the nature or consequences
of their behavior or its rightness or wrongness. Yet juvenile crime, most of which is committed
by 15- to 17-year-olds, accounts for about 20 percent of the nation’s overall crime rate. Offenders
under 18 years of age are usually processed in a separate juvenile court.

Juvenile courts rarely impose serious punishment. Available data suggest that about 13 percent of
juveniles charged with wiolent crimes are sent to adult court; 16 percent are sent to juvenile detention
centers; and the remaining 71 percent are either dismissed, placed on probation, given suspended sen-
tences, or sent home under supervision of a parent.? Very few juveniles who are sentenced to deten-
tion facilities stay there very long. Even those convicted of murder are not usually kept in detention
facilities beyond the age of 21. Moreover, the names of juveniles arrested, charged, or convicted are
withheld from publication or broadcast, eliminating whatever social stigma might be associated with
their crimes. Their juvenile criminal records are expunged when they become adults, so that they can
begin adulthood with “clean” records. Whatever the merits of the juvenile system in the treatment of
young children, it is clear that the absence of deterrence contributes to criminal behavior among older
youths—15-, 16-, and 17-year-olds. Indeed these years are among the most crime-prone ages.

Only in the last few years have states begun to change their juvenile systems to incorporate
the notion of deterrence. All 50 states now try some juvenile offenders age 14 and over in the
adult system for serious crimes. In most states decisions to transfer juveniles to the adult court sys-
tem are made by either judges or prosecutors. However, relatively few juveniles are tried as adults.

Nonserious and Victimless Crimes

The FBI's Uniform Crime Reporting Program does not count nonserious or victimless crimes,
including drug violations, prostitution, gambling, driving while intoxicated, and liquor law vio-
lations. These crimes vastly outnumber the FBI’s indexed serious crimes. There are five times as
many arrests for nonserious as for serious crimes.
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Some crimes are labeled “victimless” because participation by all parties to the crime is
presumed to be voluntary. For example, prostitution is considered a victimless crime because
both the buyer and seller voluntarily engage in it. Most drug crimes—the sale and use of modest
amounts of drugs—are voluntary and considered victimless. Nonetheless, there is a close relation-
ship between these nonserious crimes and more serious FBI index crimes. Prostitutes are vulner-
able to violence and theft because perpetrators know that they are unlikely to report crime to the
police for fear of prosecution themselves. Drug dealers have no way to enforce agreements by going
to the courts. They must resort to violence or intimidation to conclude deals, and they too are
unlikely to report crimes to the police. It is sometimes argued that if drugs and prostitution were
legalized, their association with serious crime would diminish, just as the end of prohibition largely
ended crime associated with the sale of alcohol.

White-Collar Crime

Most white-collar crime does not appear in the FBI’s index of crimes. Nonetheless, white-collar
crime is estimated to cost the American public more in lost dollars than all of the “serious” index
crimes put together. Fraud (the perversion of the truth in order to cause others to part with their
money), as well as forgery, perjury (lying under oath), tax evasion, and conspiring with others to
commit these crimes, are all part of white-collar crime.

Corruption in Government

It is widely believed that “politics is corrupt,” but it is difficult to measure the full extent of cor-
ruption in government. Part of the problem is in defining terms: what is “corrupt” to one observer
may be “just politics” to another. The line between unethical behavior and criminal activity is a
fuzzy one. Unethical behavior may include favoritism toward relatives, friends, and constituents,
or conflicts of interest, in which public officials decide issues involving a personal financial inter-
est. Not all unethical behavior is criminal conduct. But bribery is a criminal offense—soliciting or
receiving anything of value in exchange for the performance of a governmental duty. And perjury
is lying under oath.

The U.S. Justice Department reports on federal prosecutions of public officials for violations
of federal criminal statutes. These reports do not include state prosecutions, so they do not
cover all of the criminal indictments brought against public officials each year. Nonetheless,
these figures indicate that over 1,100 public officials are indicted by the Justice Department
each year.

It is not uncommon for special interests to contribute to the campaign chests of elected
officeholders from whom they are seeking favorable governmental actions. Indeed, public offi-
cials may come to expect contributions from contractors, developers, unions, and others doing
business with government. A “pay to play” culture develops in many cities and states. But the
key difference between merely rewarding supporters and engaging in bribery is the quid pro
quo: if a payment or contribution is made for a specific governmental action, it risks criminal
prosecution as bribery. So prudent interests make sure that their contributions are made well
in advance of the governmental actions they seek. Prudent politicians avoid any communi-
cations that suggest that a particular official action was made in exchange for a payment or
contribution.
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Hate Crimes

Hate crimes are offenses motivated by hatred against a victim or a group based upon race, religion,
sexual orientation, ethnicity or national origin, or disability. A hate crime is bias-motivated crimi-
nal conduct; it is not the mere expression of bias or hatred.

Since the official reporting of hate crimes began in the 1990s, roughly 8,000 incidents of
hate crimes have been reported annually to the FBI. This is a small proportion of the more than
12 million crimes reported each year. A majority of reported hate crimes are motivated by race,
with most of these crimes directed at African-Americans (see Figure 6-2). Of religious hate crimes,
most are anti-Jewish. Of ethnicity-motivated crimes, most are anti-Hispanic. And of sexual orien-
tation hate crimes, most are anti-male homosexual.

Bias-motivated crimes cause greater harm to society than crimes committed with other moti-
vations, for example, greed, passion, etc. The U.S. Supreme Court, in upholding a Wisconsin law
that increased the penalty for crimes intentionally inflicted upon victims based upon their race,
religion, sexual orientation, national origin, or disability, observed that “bias-motivated crimes are
more likely to provoke retaliatory crimes, inflict distinct emotional harms on their victims, and
incite community unrest . . . the State’s desire to redress these perceived wrongs provides an ade-
quate explanation for its penalty enhancement provision over and above mere disagreement with
offenders’ beliefs or biases”.* Motivation has always been an element in criminal cases. It does not
violate the First Amendment freedom of expression to consider motivation in a criminal case, but
there must be a crime committed, independent of the defendant’s beliefs or biases.

Sexual
orientation
15%

Religion
18%

Disability
1%

FIGURE 6-2 Bias Motivation in Hate Crimes Bias-motivated
crimes are a small proportion of total crimes committed each year,

but they are considered to be especially harmful to society.
SOURCE: Data from Statistical Abstract of the United States, 2010, p. 199.
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Historically the Supreme Court viewed prohibitions on offensive speech as unconsti-
tutional infringements of First Amendment freedoms. “The remedy to be applied is more
speech, not enforced silence.” The Supreme Court was called upon to review prohibitions
on hate speech in 1992 when the city of St. Paul, Minnesota, enacted an ordinance prohibit-
ing any communication that “arouses anger, alarm, or resentment among others on the basis
of race, color, creed, religion, or gender.” But the Supreme Court, in a unanimous decision,
struck down the city’s effort to prohibit expressions only because they “hurt feelings.”> Speech
expressing racial, gender, or religious intolerance is still speech and is protected by the First
Amendment.

While upholding enhanced penalties for bias-motivated crimes, the Supreme Court has held
that a criminal defendant’s “abstract beliefs, however obnoxious to most people, may not be taken
into consideration by a sentencing judge.”® But the defendants motive for committing a particular
criminal act has traditionally been a factor in sentencing, and a defendant’s verbal statements can
be used to determine motive.

CRIME AND DETERRENCE

The deterrence strategy in criminal justice policy focuses on punishment—its certainty, swiftness,
and severity. The effectiveness of deterrence depends on:

e  The certainty that a crime will be followed by costly punishment. Justice must be sure.

e  The swiftness of the punishment following the crime. Long delays between crime and
punishment break the link in the mind of the criminal between the criminal act and its
consequences. And a potential wrongdoer must believe that the costs of a crime will occur
within a meaningful timeframe, not in a distant, unknowable future. Justice must be swift.

e The severity of the punishment. Punishment that is perceived as no more costly than the
ordinary hazards of life on the streets, which the potential criminal faces anyhow, will not
deter. Punishment must clearly outweigh whatever benefits might be derived from a life of
crime in the minds of potential criminals. Punishment must be severe.

These criteria for an effective deterrent policy are ranked in the order of their probable impor-
tance. That is, it is most important that punishment for crime be certain. The severity of punish-
ment is probably less important than its swiftness or certainty.

Social Heterogeneity

Of course, there are many other conflicting theories of crime in America. For example, it is
sometimes argued that this nation’s crime rate is a product of its social heterogeneity—the mul-
tiethnic, multiracial character of the American population. Low levels of crime in European coun-
tries, Japan, and China are often attributed to their homogeneous populations and shared cultures.
African-Americans in the United States are both victims and perpetrators of crime far more frequently
than whites. Whereas African-Americans constitute only 12.7 percent of the population, they account
for nearly 40 percent of all persons in federal and state prisons (see Table 6-2).

African-Americans are also much more likely to be victims of crime; the murder victimization
rate for African-American males is almost ten times greater than for white males (see Table 6-3).
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TABLE 6-2 Federal and State Prisoners by Race Blacks and
Hispanics comprise a majority of federal and state prisoners; these
groups are also far more likely than whites to be victims of crime.

Race Percent
White 42.8
Black 39.6
Hispanic 16.6
Other races 1.0

SOURCE: Statistical Abstract of the United States, 2010, p. 210.

TABLE 6-3 Murder: Victims and Weapons Black males are
almost eight times more likely to be murdered than white males;
most murders are committed with guns.

Victims Weapons
(Murder Rate, 2006) (Percent, 2007)
Total 6.2 Guns, total 68
Handguns 50
Stabbing 13
White
Male 5.4 Blunt object
Female 1.9 Strangulation 1
Black Beating 6
Male 40.6 Arson
Female 6.6 Other 7

SOURCE: Statistical Abstract of the United States, 2010, pp. 193-194.

Socialization and Control

Yet another explanation of crime focuses on the erosion of social institutions—families, schools,
churches, communities—that help to control behavior. These are the institutions that trans-
mit values to children and socially censure impermissible behavior among adults. When ties to
family, church, and community are loosened or nonexistent, individuals are less constrained by
social mores. Older juveniles turn to peer groups, including gangs, for status and recognition.
Defiance of authority, including arrest and detention, and other “macho” behaviors become a
source of pride among young males. The deterrent effect of the criminal justice system is mini-
mized. In contrast, when family oversight of behavior is close or when young people find sta-
tus and recognition in school activities, sports or recreation, or church affairs, social mores are
reinforced.
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Irrational Crime

It is also argued that crime is irrational—that the criminal does not weigh benefits against poten-
tial costs before committing the act. Many acts of violence are committed by persons acting in
blind rage—murders and aggravated assaults among family members, for example. Many rapes are
acts of violence, inspired by hatred of women, rather than efforts to obtain sexual pleasure. More
murders occur in the heat of argument than in the commission of other felonies. These are crimes
of passion rather than calculated acts. Thus, it is argued, no rational policies can be devised to
deter these irrational acts.

Deterrence Versus Liberty

Finally, we must recognize that the reduction of crime is not the overriding value of American
society. Americans cherish individual liberty. Freedom from repression—from unlawful arrests,
forced confessions, restrictions on movement, curfews, arbitrary police actions, unlimited searches
of homes or seizures of property, punishment without trial, trials without juries, unfair procedures,
brutal punishments, and so on—is more important to Americans than freedom from crime. Many
authoritarian governments boast of low crime rates and criminal justice systems that ensure cer-
tain, swift, and severe punishment, but these governments fail to protect the personal liberties of
their citizens. Indeed, given the choice of punishing all of the guilty, even if some innocents are
also punished by mistake, or taking care that innocent persons not be punished, even if some guilty
people escape, most Americans would choose the second alternative—protecting the innocent.

DOES CRIME PAY?

While we acknowledge that there are multiple explanations for crime, we shall argue that the
frequency of crime in America is affected by rational criminal justice policy: crime is more frequent
when deterrence is lax, and crime declines with the movement toward stricter deterrence policy.

Lack of Certainty

The best available estimates of the certainty of punishment for serious crime suggests that very
few crimes actually result in jail sentences for the perpetrators. Yearly 12 million serious crimes are
reported to the police, but less than two million persons are arrested for these crimes (see Figure 6-3).
Some of those arrested are charged with committing more than one crime, but it is estimated that the
police “clear” less than 20 percent of reported crimes by arresting the offender. Some offenders are
handled as juveniles; some are permitted to plead guilty to minor offenses; others are released because
witnesses fail to appear or evidence is weak or inadmissible in court. Convicted felons are three times
more likely to receive probation than a prison sentence. Thus, even if punishment could deter crime,
our current criminal justice system does not ensure punishment for crime.

Lack of Swiftness

The deterrent effect of a criminal justice system is lost when punishment is so long delayed that it
has little relationship to the crime. The bail system, together with trial delays, allows criminal defen-
dants to escape the consequences of their acts for long, indefinite periods of time. Most criminal
defendants are free on bail shortly after their arrest; only those accused of the most serious crimes,
or adjudged to be likely to flee before trial, are held in jail without bond. In preliminary hearings
held shortly after arrest, judges release most defendants pending trial; even after a trial and a guilty
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FIGURE 6-3 Crime and Punishment Many crimes are not
reported to police, many crimes do not result in arrests, and
relatively few criminals are imprisoned; this lack of certainty of
punishment for crime undermines deterrence.

SOURCE: Data from Statistical Abstract of the United States, 2010.

verdict, many defendants are free on bail pending the outcome of lengthy appeals. The Constitution
guarantees persons accused of crimes freedom from “excessive bail” (Eighth Amendment).

The court system works very slowly, and delays favor the criminal defendant. Defendants
request delays in court proceedings to remain free as long as possible. Moreover, they know that
witnesses against them will lose interest, move away, grow tired of the hassle, and even forget key
facts, if only the case can be postponed long enough.

Justice delayed destroys the deterrent effect, especially in the minds of youthful offenders,
who may be “present oriented” rather than “future oriented.” They may consider the benefits of
their criminal acts to be immediate, while the costs are so far in the future that they have no real
meaning. Or the costs may be estimated to be only the arrest itself and a night in jail before release
on bail. For deterrence to work, the perceived costs of crime must be greater than the perceived
benefits in the minds of potential wrongdoers.

The Question of Severity

State and federal prisons currently hold over 1,600,000 prisoners, up from 320,000 in 1980. Not only
are there more inmates in the nation’s prisons, but also the percentage of the nation’s population
behind bars, the incarceration rate, is much higher today than 20 years ago. Roughly three percent
of the nation’s population is under correctional supervision—in prison, jail, probation, or parole.”
In recent years, prison sentences lengthened dramatically. Prison-building programs, begun in
the states in the 1980s, expanded the nation’s prison capacity and resulted in fewer early releases
of prisoners. Many state legislatures enacted mandatory minimum prison terms for repeat offenders
(including popular “three strikes you're out” laws mandating life sentences for third violent fel-
onies). And many states enacted determinant sentencing or sentencing guidelines (legally pre-
scribed specific prison terms for specified offenses) limiting judicial discretion in sentencing.
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FIGURE 6-4 As the Incarceration Rate Rose, Violent Crime Declined The incarceration rate (the
number of prisoners in relation to the nation’s population) has risen dramatically, while the violent crime
rate has declined dramatically, suggesting that imprisoning criminals reduces crime.

*Includes prisoners in federal and state prisons at year’s end.

SOURCE: Bureau of Justice Statistics, 2010. http//bjs.ojp.usdoj.gov

The result of these changes was a dramatic increase in the time served for violent offenses.
The average time served for such offenses doubled since 1990, and the average percentage of sen-
tences served rose from less than 50 percent to more than 80 percent.

However, the economic recession beginning in 2008, and the burdens it placed on state
finances, brought new pressures to reduce prison populations. In 2009 the incarceration rate fell
for the first time in 20 years. Liberal voices advocating diversion programs—drug treatment, pro-
bation, and judicial supervision in lieu of incarceration—were heard once again in state capitols.

Deterrence or Incapacitation?

Even if stricter criminal justice policies are partly or primarily responsible for declining crime rates,
it is not clear whether these policies are creating a deterrent effect or simply incapacitating wrong-
doers and thereby preventing them from committing crimes outside prison walls.

There is a close correlation between rising incarceration rates and declining rates of violent
crime (see Figure 6—4). Perhaps the nation succeeded in getting more violent criminals off the
streets (incapacitation). Or perhaps the increased severity of punishment had a deterrent effect.

POLICE AND LAW ENFORCEMENT

The principal responsibility for law enforcement in America continues to rest with state and local
governments. The major federal law enforcement agencies—the FBI and the Drug Enforcement
Administration (DEA) in the Department of Justice, and the Bureau of Alcohol, Tobacco, and
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Firearms (ATF) in the Treasury Department—are charged with enforcing federal laws. Although the
role of the federal government in law enforcement is growing, state and local governments continue
to carry the major burdens of police protection, judicial systems, and prison and parole programs.

Police Functions

At least three important functions in society are performed by police: enforcing laws, keeping
the peace, and furnishing services. Actually, law enforcement may take up only a small portion
of a police officer’s daily activity. The service function is far more common—attending accidents,
directing traffic, escorting crowds, assisting stranded motorists, and so on. The function of peace-
keeping is also very common—breaking up fights, quieting noisy parties, handling domestic or
neighborhood quarrels, and the like. It is in this function that police exercise the greatest discre-
tion in the application of the law. In most of these incidents, it is difficult to determine blame, and
the police must use personal discretion in handling each case.

The police are on the front line of society’s efforts to resolve conflict. Indeed, instead of a legal
or law enforcement role, the police are more likely to adopt a peace-keeping role. They are gener-
ally lenient in their arrest practices; that is, they use their arrest powers less often than the law
allows. Rather than arresting people, the police prefer first to reestablish order. Of course, the deci-
sion to be more or less lenient in enforcing the law gives the police a great deal of discretion—they
exercise decision-making powers on the streets.

Police Discretion

What factors influence police decision making? Probably the first factor is the attitude of the other
people involved in police encounters. If a person adopts an acquiescent role, displays deference
and respect for the police, and conforms to police expectations, he or she is much less likely to be
arrested than a person who shows disrespect or uses abusive language.? This is not just an arbitrary
response. The police learn through training and experience the importance of establishing their
authority on the streets.

Community Policing

Most police activity is “reactive”: typically two officers in a patrol car responding to a radio dis-
patcher who is forwarding reports of incidents. Police agencies frequently evaluate themselves in
terms of the number and frequency of patrols, the number of calls responded to, and the elapsed
time between the call and the arrival of officers on the scene. But there is little evidence that any
of these measures affect crime rates or even citizens’ fear of crime or satisfaction with the police.’

An alternative strategy is for police to become more “proactive”: typically by becoming more
visible in the community by walking or bicycling the sidewalks of high crime areas; learning to
recognize individuals on the streets and winning their confidence and respect; deterring or scar-
ing away drug dealers, prostitutes, and their customers by a police presence. But this “community
policing” is often expensive.

Police Crackdowns

Police crackdowns—beefed-up police actions against juvenile gangs, prostitutes, and drug traffick-
ers; the frisking of likely suspects on the street for guns and drugs; and arrests for (often ignored)
public drinking, graffiti, and vandalism—can reduce crime only if supported by the community
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as well as prosecutors and judges. Crime rates, even murder rates, have been significantly reduced
during periods of police crackdowns in major cities.!® But these efforts are often sporadic; enthusi-
asm ebbs as jails fill up and the workload of prosecutors and courts multiplies.

Broken Windows

New York City’s experience suggests what can be accomplished by stepped-up police activity. In
1993 the city’s newly elected mayor Rudolph Giuliani began to implement what became known
as the “broken windows” strategy in law enforcement. The strategy is based on the notion that one
neglected broken window in a building will soon lead to many other broken windows. In crime fight-
ing, this theory translates into more arrests for petty offenses (for example, subway turnstile jumping,
graffiti, vandalism, and aggressive panhandling, including unwanted automobile window washing)
in order not only to improve the quality of life in the city but also to lead to the capture of suspects
wanted for more serious crimes. This strategy was coupled with the use of the latest computer map-
ping technology to track crime statistics and pinpoint unusual activity in specific neighborhoods.
Each police precinct was regularly evaluated on the number and types of crimes occurring in it.

The introduction of these hard-line tactics created more than a little controversy. Civil lib-
ertarians, as well as many minority-group leaders, complained that these police tactics fell dispro-
portionately on minorities and the poor. It was alleged that Mayor Giuliani’s hard-nosed attitude
toward crime created an atmosphere that led to increased police brutality.

But the “broken windows” strategy appears to have made New York City, once among the
highest crime rate cities in the nation, now the safest large city in America. Over a five-year period
following the introduction of Mayor Giuliani’s tough policies, the city’s overall crime rate fell by
an unprecedented 50 percent, and murders fell by 70 percent.!!

FEDERALIZING CRIME

Politicians in Washington are continually pressured to make “a federal crime” out of virtually
every offense in society. Neither Democrats nor Republicans, liberals nor conservatives, are will-
ing to risk their political futures by telling their constituents that crime fighting is a state and local
responsibility. So Washington lawmakers continue to add common offenses to the ever lengthen-
ing list of federal crimes.

The Federal Role in Law Enforcement

Traditionally, the federal government’s responsibilities were limited to the enforcement of a
relatively narrow range of federal criminal laws, including laws dealing with counterfeiting and
currency violations; tax evasion, including alcohol, tobacco, and firearm taxes; fraud and embez-
zlement; robbery or theft of federally insured funds, including banks; interstate criminal activity;
murder or assault of a federal official; and federal drug laws. While some federal criminal laws over-
lapped state laws, most criminal activity—murder, rape, robbery, assault, burglary, theft, auto theft,
gambling, prostitution, drug offenses, and so on—fell under state jurisdiction. Indeed, the police
power was believed to be one of the “reserved” powers states referred to in the Tenth Amendment.

But over time Congress has made more and more offenses federal crimes. Today federal crimes
range from drive-by shootings to obstructing sidewalks in front of abortion clinics. Any violent
offense motivated by racial, religious, or ethnic animosity is a “hate crime” subject to federal
investigation and prosecution. “Racketeering” and “conspiracy” (organizing and communicating
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with others about the intent to commit a crime) is a federal crime. The greatest impact of federal
involvement in law enforcement is found in drug-related crime. Drug offenders may be tried in
either federal or state courts or both. Federal drug laws, including those prohibiting possession,
carry heavier penalties than those of most states.

Constitutional Constraints

Only recently has the U.S. Supreme Court recognized that federalizing crime may impinge upon
the reserved powers of states. In 1994 Congress passed a popular Violence Against Women Act that
allowed victims of gender-motivated violence, including rape, to sue their attackers for monetary
damages in federal court. Congress defended its constitutional authority to involve itself in crimes
against women by citing the Commerce Clause, arguing that crimes against women interfered with
interstate commerce, the power over which is given to the national government in Article 1 of the
Constitution. But in 2000 the Supreme Court said, “If accepted, this reasoning would allow Congress
to regulate any crime whose nationwide, aggregate impact has substantial effects on employment,
production, transit, or consumption. Moreover, such reasoning will not limit Congress to regulating
violence, but may be applied equally as well, to family law and other areas of state regulation since
the aggregate effect of marriage, divorce, and childbearing on the national economy is undoubtedly
significant. The Constitution requires a distinction between what is truly national and what is truly
local, and there’s no better example of the police power, which the Founders undeniably left reposed
in the states and denied the central government, than the suppression of violent crime in vindication
of its victims.”'? In Justice Scalia’s opinion, allowing Congress to claim that violence against women
interfered with interstate commerce would open the door to federalizing all crime: this “would allow
general federal criminal laws, because all crime affects interstate commerce.”

Multiple Federal Agencies

The U.S. Department of Justice, headed by the attorney general, handles all criminal prosecutions
for violation of federal laws. The Justice Department succeeds in convicting nearly 75,000 offend-
ers in federal district courts, about one-third of these convictions are for drug offenses. The federal
government’s principal investigative agencies are the Federal Bureau of Investigation (FBI) and
the Drug Enforcement Administration (DEA), both units of the Department of Justice, and the
Bureau of Alcohol, Tobacco, and Firearms (ATF) in the Treasury Department.

Efforts to combine these federal law enforcement agencies have consistently foundered in
bureaucratic turf battles. (The Central Intelligence Agency (CIA) is an independent agency,
which, prior to the passage of the USA Patriot Act in 2001, was constrained in sharing intelligence
information with domestic law enforcement agencies.) The Department of Homeland Security
includes the Transportation Security Administration; Immigration and Customs Enforcement
(ICE); the Border Patrol; the Secret Service; and the U.S. Coast Guard, all of which exercise some
law enforcement responsibilities (see Chapter 16). This proliferation of federal law enforcement
organizations does little to help fight crime.

CRIME AND GUNS

Gun control legislation is a common policy initiative following highly publicized murders or assas-
sination attempts on prominent figures. The federal Gun Control Act of 1968 was a response to
the assassinations of Senator Robert E Kennedy and Martin Luther King, Jr., in that year, and
efforts to legislate additional restrictions occurred after attempts to assassinate Presidents Gerald
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Ford and Ronald Reagan. The rationale for restricting gun purchases, licensing gun owners, or
banning guns altogether is that fewer crimes would be committed with guns if guns were less read-
ily available. Murders, especially crimes of passion among family members or neighbors, would be
reduced, if for no other reason than that it is physically more difficult to kill someone with only a
knife, a club, or one’s bare hands. Most murders are committed with guns (see Table 6-3).

Federal Gun Laws
Various federal gun control acts'? include the following:

® A ban on interstate and mail-order sales of handguns

® Prohibition of the sale of any firearms to convicted felons, fugitives, illegal aliens, drug users,
or adjudicated mental defectives

® A requirement that all firearms dealers must be licensed by the federal Bureau of Alcohol,
Tobacco, and Firearms

® A requirement that manufacturers record by serial number all firearms, and dealers record all
sales. (Dealers must require proof of identity and residence of buyers, and buyers must sign a
statement certifying their eligibility to purchase.)

e Continued restrictions of private ownership of automatic weapons, military weapons, and
other heavy ordinance

Federal regulations also ban the importation of “assault weapons,” which are generally defined as
automatic weapons.

The Brady Law

The federal Brady Law of 1993 requires a five-day waiting period for the purchase of a handgun. The
national law is named for James S. Brady, former press secretary to President Ronald Reagan, who was
severely wounded in the 1981 attempted assassination of the president. Brady and his wife, Sarah,
championed the bill for many years before its adoption. Under the law’s provisions, handgun dealers
must send police agencies a form completed by the buyer (which is also required in most states); police
agencies have five days to make certain the purchaser is not a convicted felon, fugitive, drug addict, or
mentally ill person. Supporters believe the law is a modest step in keeping handguns from dangerous
people. Opponents, including the National Rifle Association lobby, believe that the law is an empty
political gesture at fighting crime that erodes the Second Amendment right to bear arms.
The rejection rate of Brady gun applications is less than two percent.

Gun Ownership

Gun ownership is widespread in the United States. Estimates vary, but there are probably 200 mil-
lion firearms in the hands of the nation’s 308 million people. In public opinion surveys half of all
American families admit to owning guns. A majority of gun owners say their guns are for hunting
and sports; about one-third say the purpose of their gun ownership is self-defense. Interestingly,
both those who favor a ban on handguns and those who oppose such a ban cite crime as the reason
for their position. Those who want to ban guns say they contribute to crime and violence. Those
who oppose a ban feel they need guns for protection against crime and violence.

There are about 30,000 gun-related deaths in the United States each year. A majority of these
deaths (58 percent) are suicides; over one-third (38 percent) are homicides; and the remaining
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(four percent) are accidental. It is relatively easy to count gun-related deaths, but it is very difficult to
estimate the number of deaths, injuries, or crimes that are prevented by citizens using guns. Protective
uses of guns against murder, burglary, assault, and robbery have been estimated to be as high as two
million per year.!* If this estimate is correct, then guns are used more for self-protection than for crime.

State Laws

State laws, and many local ordinances, also govern gun ownership. Handgun laws are common.
Most states require that a record of sale be submitted to state or local government agencies; some
states require an application and a waiting period before the purchase of a handgun; a few states
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Gun Control Remains a Hot Button Issue Bumper stickers on
display at a meeting of the National Rifle Association. The NRA
is a powerful lobby in Congress in opposition to gun control
legislation. The Supreme Court has affirmed an individual's
right to possess a gun under the Second Amendment of the
Constitution. But various government restrictions on guns may
still be constitutional. (© Shannon Stapleton/Reuters/Corbis)
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require a license or a permit to purchase one; most states require a license to carry a “concealed
weapon” (hidden gun). Private gun sales are largely unregulated. Until recently, most states
allowed unregulated private sales at “gun shows.” Private sales are not covered by the Brady Act.

Gun Laws and Crime

There is no systematic evidence that gun control laws reduce violent crime. If we compare violent
crime rates in jurisdictions with very restrictive gun laws (for example, New York, Massachusetts,
New Jersey, Illinois, and the District of Columbia) to those in jurisdictions with very loose controls,
we find no differences in rates of violent crime that cannot be attributed to social conditions. Gun
laws, including purchase permits, waiting periods, carrying permits, and even complete prohibitions,
seem to have no effect on violent crime, or even crimes committed with guns.!® Indeed, gun laws
do not even appear to have any effect on gun ownership. Even the Massachusetts ban on handguns,
which calls for a mandatory prison sentence for unlicensed citizens found carrying a firearm, did not
reduce gun-related crime.!® The total number of persons imprisoned for gun crimes was essentially
unchanged; however, more persons without criminal records were arrested and charged with gun
law violations. To date we must conclude that “there is little evidence to show that gun ownership
among the population as a whole is, per se, an important cause of criminal violence.”?

Indeed, some criminologists argue that guns in the hands of law-abiding citizens may reduce
violent crime.!® It is difficult to obtain evidence of “nonevents,” in this case crimes averted by
citizens with weapons, or crimes uncommitted by potential offenders fearing confrontation with
armed citizens. Proponents of gun control have ready access to data on the number of murders
committed with handguns. But there is also some evidence that as many or more crimes against
both persons and property are foiled or deterred by gun ownership.!®

The Right to Bear Arms

The gun control debate also involves constitutional issues. The Second Amendment to the U.S.
Constitution states, “A well regulated militia, being necessary to the security of a free state, the
right of the people to keep and bear arms, shall not be infringed.” For many years arguments over
gun control centered on whether “the right to bear arms” was an individual right like the First
Amendment freedom of speech, or whether the prefatory clause referring to “a well regulated mili-
tia” meant that the Second Amendment protected only the collective right of the states to form
militias; that is, the right of states to maintain National Guard units.

Proponents of gun control often cited a Supreme Court decision, United States v. Miller
(1939).20 In this case, the Court considered the constitutionality of the federal National Firearms
Act of 1934, which, among other things, prohibited the transportation of sawed-off shotguns in
interstate commerce. The defendant claimed that Congress could not infringe on his right to keep
and bear arms. But the Court responded that a sawed-off shotgun had no “relationship to the pres-
ervation or efficiency of a well-regulated militia.” The clear implication of this decision was that
the right to bear arms referred only to a state’s right to maintain a militia.

Opponents of gun control argued that the rights set forth in the Bill of Rights ought to be
interpreted as individual rights. The history surrounding the adoption of the Second Amendment
reveals the concern of citizens with the attempt by a despotic government to confiscate their arms
and render them helpless to resist tyranny. James Madison wrote in The Federalist, No. 46, that
“the advantage of being armed which the Americans possess over the people of almost every other
nation . . . forms a barrier against the enterprise of [tyrannical] ambition.” Early American political
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rthetoric was filled with praise for an armed citizenry able to protect its freedoms with force if nec-
essary. And the “militia” was defined as every adult free male able to carry a weapon. Even early
English common law recognized the right of individuals “to have and use arms for self-protection
and defense.”?!

The Supreme Court finally resolved the underlying issue in District of Columbia v. Heller
(2008) by holding that “The Second Amendment protects an individual right to possess a firearm
unconnected with service in a militia, and to use that arm for traditionally lawful purposes, such
as self-defense within the home.””? The Court held that the District of Columbia’s complete ban
on handguns in the home violated the individual’s right under the Second Amendment “to keep
and bear arms.” The Court observed that many bills of rights in state constitutions at the time of
the Second Amendment’s ratification contained an individual right to bear arms. And it noted
that the earlier case, United States v. Miller, applied only to a type of weapon not commonly used
for lawful purposes. The Court also held that the District’s requirement that all guns in the home
be either disassembled or guarded with a trigger lock violated the right of self-defense by rendering
guns nonfunctional.

But the Supreme Court went on to observe that “Like most rights, the Second Amendment
right is not unlimited. It is not a right to keep and carry any weapon whatsoever in any manner
whatsoever and for whatever purpose.” Justice Scalia, writing for a 5—4 majority, wrote that various
government restrictions on guns may be constitutional, including restrictions on carrying con-
cealed weapons, prohibitions on the possession of firearms by felons and the mentally ill, or laws
forbidding the carrying of firearms in sensitive places, such as schools and government buildings.
Thus, the Supreme Court left open the issue of exactly which gun controls are constitutional and
which are not. It is likely that arguments over the constitutionality of various gun-control mea-
sures will occupy the courts for some time to come.

THE DRUG WAR

Americans have long harbored ambivalent attitudes toward drug use. Alcohol and tobacco are
legal products. The manufacture, sale, or possession of heroin and cocaine are criminal offenses
under both state and federal laws. Marijuana has been “decriminalized” in several states, making
its use or possession a misdemeanor comparable to a traffic offense; a majority of states, however,
retain criminal sanctions against the possession of marijuana, and its manufacture and sale are still
prohibited by federal law. However, popular referenda votes in several states, including California,
indicate that voters approve of the use of marijuana for medical purposes.

Drug Use

Opverall drug use in the United States today appears to be below levels of two or three decades
ago. However, since the mid-1990s, drug use has crept upward. These conclusions are drawn from
national surveys on drug use regularly undertaken by the federal government (see Figure 6-5).
Marijuana is the most commonly used drug in the United States. Roughly nine percent of the
population over 12 years old report that they have used marijuana in the past month. There is con-
flicting evidence as to whether or not marijuana is more or less dangerous to health than alcohol
or tobacco. The White House Office of National Drug Control Policy contends that the effects of
marijuana include frequent respiratory infections, impaired memory and learning, and increased
heart rate. It defines marijuana as an addictive drug because it causes physical dependence, and
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FIGURE 6-5 Drug Use in America® Drug use today is less than it was in the 1970s, although there has
been a rise in recent years.

SOURCE: Substance Abuse and Mental Health Services (SAMHSA), National Survey of Drug Use and Health. www.samhsa.gov
*Current (past-month) use of any illicit drug.

some people report withdrawal symptoms. In contrast, the National Organization for the Reform
of Marijuana Laws (NORML) argues that marijuana is nontoxic; it cannot cause death by over-
dose; and its “responsible use” is “far less dangerous than alcohol or tobacco.” The real problem,
it contends, is that marijuana’s prohibition creates an environment for criminal activity, wastes
criminal justice resources, and invites government to invade our private lives.

Cocaine use is much more limited than marijuana use. About one percent of the population
over 12 years of age report using cocaine in the past month. Cocaine is not regarded as physically
addictive, although the psychological urge to continue its use is strong. It is made from coca leaves
and imported into the United States. Originally, its high cost and celebrity use made it favored in
upper-class circles. However, cocaine spread rapidly in the streets with the introduction of “crack”
in the 1980s. Crack cocaine can be smoked and a single “hit” purchased for a few dollars. The
health problems associated with cocaine use are fairly serious, as reported by the National Institute
on Drug Abuse. Death, although rare, can occur from a single ingestion. The power of the coca
leaf has been known for hundreds of years; Coca-Cola originally contained cocaine, though the
drug was removed from the popular drink in 1903.

Heroin use is relatively rare. The Harrison Narcotic Act of 1916 made the manufacture, sale,
or possession of heroin in the United States a federal crime. Various “designer” drugs, for example,
“ecstasy,” occasionally appear in clubs and on the streets. Some are prepared in underground labora-
tories where hallucinogens, stimulants, and tranquilizers are mixed in various combinations. Drugs
that are injected intravenously, rather than inhaled, pose additional health dangers. Intravenous
injections with contaminated needles are a major contributor to the spread of the HIV-AIDS virus.

Prescription Drugs

Prescription drug abuse is now perceived as a major concern in the war on drugs. Past month use of
prescription drugs for nonmedical purposes is currently estimated to exceed the use of marijuana.
This use appears to be especially prevalent among young people, who often obtain these drugs
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TABLE 6-4 Drug Use by Age Young Americans are much more likely to use
illicit drugs and to binge drink than older Americans.

18-25 26-34 35 and Over
Any illicit? 19.7% 10.9% 4.6%
marijuana 16.4 7.9 3.0
cocaine 1.7 14 0.6
Alcohol® 61.2 52.8 50.1
binge useb 41.8 20.0 21.2
Cigarettes® 36.2 24.1 24.6

2 Current (within the past month) use

b Five or more drinks on the same occasion

SOURCE: National Survey of Drug Use and Health, Statistical Abstract of the United States,
2010, p. 131.

from their parents’ medicine cabinets. A number of factors may contribute to the increased use
of prescription drugs: the belief that they are safer than illicit street drugs; the relative ease with
which they can be obtained from family and friends; and a lack of awareness of potentially serious
consequences of their nonmedical use, especially when mixed with alcohol.

Drugs and Youth

Drug use varies considerably by age group. Younger people are much more likely to use illicit drugs
than older people, and young people are more likely to “binge” drink (see Table 6-—4).

Drug Trafficking

It is very difficult to estimate the total size of the drug market. The U.S. Office of Drug Control
Policy estimates that Americans spend about $65 billion on illicit drugs each year. This would sug-
gest that the drug business is comparable in size to one of the ten largest U.S. industrial corpora-
tions. More important, perhaps, drugs produce a huge profit margin. Huge profits in turn allow drug
traffickers to corrupt police and government officials as well as private citizens in the United States
and other nations.

DRUG POLICY OPTIONS

Antidrug efforts can be categorized as (a) interdiction, including international attacks on the
supply of drugs; (b) domestic law enforcement, including federal and state incarceration for
the possession and sale of drugs; (c) treatment, including rehabilitation centers, drug courts,
and methadone; (d) prevention, including school-based, community, and media-centered anti-
drug education. The bulk of federal antidrug spending is concentrated on interdiction and law
enforcement (see Figure 6-6).
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FIGURE 6-6 Federal Antidrug Spending About

two-thirds of federal antidrug spending is directed at interdiction and
law enforcement; only about one-third at treatment and prevention.
SOURCE: Office of National Drug Control policy, 2011.

Interdiction

Efforts to seal U.S. borders against the importation of drugs have been frustrated by the sheer vol-
ume of smuggling. Each year increasingly large drug shipments are intercepted by the U.S. Drug
Enforcement Administration, the U.S. Customs Service, the U.S. Coast Guard, and state and
local agencies. Yet each year the volume of drugs entering the country seems to increase. Drug
“busts” are considered just another cost of doing business to the traffickers.

Federal drug policy also includes efforts to destroy the sources of drugs. U.S. military as well as
drug enforcement officers are sent abroad to assist foreign governments (Colombia, for example)
in destroying coca crops and combating drug cartels. But these activities often result in strained
relationships with foreign countries. Our neighbors wonder why the U.S. government directs its
efforts at the suppliers, when the demand for drugs arises within the United States itself. The
continued availability of drugs on the nation’s streets—drugs at lower prices and higher purities—
suggests that interdiction has largely failed.

Education

Efforts aimed at educating the public about the dangers of drugs have inspired many public and
private campaigns over the years, from the Advertising Council’s TV ads “This is your brain on
drugs” to local police—sponsored DARE (drug abuse resistance education) programs.

The decline in overall drug use from the levels of the 1970s is often overlooked in politi-
cal debates over drug policy. Culturally, drug use went from being stylish and liberating to being
unfashionable and unhealthy. Perhaps educational campaigns contributed to drug use decline,
as well as the onset of HIV-AIDS, and the well-publicized drug-related deaths of celebrity ath-
letes and entertainers. Recent fluctuations in reported drug use, however, suggest that educational
campaigns may grow stale over time.
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FIGURE 6-7 Drug Arrests Drug arrests, relatively low in the 1970s, have more than
tripled in recent years. Arrests for drug offenses exceed those for any other crime.
SOURCE: Federal Bureau of Investigation, Uniform Crime Reports, 2010.
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Enforcement

The FBI and state and local law enforcement agencies already devote a major portion of their
efforts toward combating drugs. Over 1.5 million persons are arrested for drug violations each year
(see Figure 6-7). Federal and state prisons now hold a larger percentage of the nation’s population
than ever before. Sentences have been lengthened for drug trafficking.

Federal law calls for a mandatory minimum sentence of five years for the possession or sale of
various amounts of heroin, cocaine, or marijuana. Drug offenders account for 59 percent of the
federal prison population and 21 percent of state prison populations. It costs about $25,000 per
year to house each federal prison inmate.

The U.S. Drug Enforcement Administration (DEA) in the Department of Justice was created
by Congress in 1973. Because it has the authority to enforce federal drug laws both in the United
States and abroad, DEA officers may go abroad to collect international intelligence and to coop-
erate with foreign authorities. The U.S. Customs Service has the responsibility for stopping the
entry of narcotics at U.S. borders. The U.S. Coast Guard cooperates in drug interception. The FBI
monitors drug trafficking that contributes to other federal crimes. Surveillance of low-level buying
and selling of drugs is usually left to state and local authorities.

Congress created a “drug czar” position in 1988 (officially the National Drug Control Policy
Director) to develop and coordinate antidrug policy in the United States. The national “war on
drugs” has included federal funds for prison construction, state and local drug law enforcement
activity, and state and local drug treatment programs.

Treatment

Special “drug courts” and diversion programs developed in the states often give nonviolent drug
users a choice between entering treatment programs or going to jail. While some users benefit from
treatment, the overall success of treatment programs is very poor; most heavy drug users have been
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through treatment programs more than once. An estimated 60 to 80 percent of heavy cocaine
users return to heavy use after treatment.?

Legalization?

The failure of antidrug policies to significantly reduce the drug supply or demand, coupled
with the high costs of enforcement and the loss of civil liberties, has caused some observ-
ers to propose the legalization of drugs and government control of their production and sale.
Prohibition failed earlier in the twentieth century to end alcohol consumption, and crime,
official corruption, and the enormous cost of futile efforts to stop individuals from drinking
eventually forced the nation to end Prohibition. It is similarly argued that the legalization of
drugs would end organized crime’s profit monopoly over the drug trade; raise billions of dol-
lars by legally taxing drugs; end the strain on relations with Latin American nations caused
by efforts to eradicate drugs; and save additional billions in enforcement costs, which could be
used for education and drug treatment.?* If drugs were legally obtainable under government
supervision, it is argued that many of society’s current problems would be alleviated: the crime
and violence associated with the drug trade, the corruption of public officials, the spread of
diseases associated with drug use, and the many infringements of personal liberty associated
with antidrug wars.

California Votes Against Legalizing Marijuana

California voters rejected ballot Proposition 19 to “Regulate, Control and Tax Cannabis Act” in
2010. Opponents argued that legalizing marijuana for recreational purposes (California had already
passed a medical marijuana law) would help with the state’s budget shortfall, deny profits to drug
cartels, and redirect law enforcement to more dangerous crimes. Opponents, including most law
enforcement groups, argued that it would have negative health consequences, lead to additional
substance abuse, and fail to produce much tax revenue or curb drug cartels. Opposition prevailed
by a vote of 53 to 46 percent, but this was a closer margin than the 67 to 33 No vote taken in 1972
on the same proposition.

Legalizing marijuana would have created a conflict between federal and state law. The sale,
growth, and possession of marijuana remains illegal under the federal Controlled Substance Act,
which classifies marijuana as a Schedule 1 substance “with a high potential for abuse and no cur-
rently acceptable medical use.” Attorney General Eric Holder, acting on behalf of the Obama
Administration, had earlier indicated that the Justice Department would not investigate or pros-
ecute medical marijuana users who were in compliance with state laws. However, Holder explicitly
threatened to take the state of California to federal court if Proposition 19 had passed.

CRIME AND THE COURTS

The development of rational policies in criminal justice is complicated by conflicting values—our
commitment to due process of law and our determination to fight crime. Public opinion has long
held that the court system is overly concerned with the rights of accused criminals. A majority of
Americans believe that the Supreme Court has gone too far in protecting the rights of defendants
in criminal cases, and that the courts are more concerned with protecting these rights than the
rights of victims.?
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Yet although society needs the protection of the police, it is equally important to protect
society from the police. Arbitrary searches, seizures, and arrests; imprisonment without hearing or
trial; forced confessions; beatings and torture; tainted witnesses; excessive punishments; and other
human rights violations are all too common throughout the world. The courts function to protect
citizens accused of crime as well as to mete out punishment for criminal behavior.

Insufficient Evidence and Dismissal

About half of all felony arrests result in dismissal of the charges against the defendant. This decision
is usually made by the prosecutor (the state’s attorney, district attorney, or county prosecutor, as the
office is variously designated in the states; or a prosecuting attorney in the U.S. Department of Justice
in a federal criminal case). The prosecutor may determine that the offense is not serious or that the
offender is not a danger to society or that the resources of the office would be better spent pursuing
other cases. But the most common reason for dismissal of the charges is insufficient evidence.

Unreasonable Searches and Seizures

Individuals are protected by the Fourth Amendment from “unreasonable searches and seizures”
of their private “persons, houses, papers, and effects.” The Amendment lays out specific rules for
searches and seizures of evidence: “No warrants shall issue but upon probable cause, supported
by Oath or affirmation, and particularly describing the place to be searched, and the persons or
things to be seized.” Judges cannot issue a warrant just to let the police see if an individual has
committed a crime; there must be “probable cause” for such issuance. The indiscriminate search-
ing of whole neighborhoods or groups of people is unconstitutional and is prevented by the Fourth
Amendment’s requitement that the place to be searched must be specifically described in the war-
rant. This requirement is meant to prevent “fishing expeditions” into an individual’s home and
personal effects on the possibility that some evidence of unknown illegal activity might crop up.
An exception is if police officers, in the course of a valid search for a specified item, find other
items whose very possession is a crime, for example, illicit drugs.

However, the courts permit the police to undertake many other “reasonable” searches without
a warrant: searches in connection with a valid arrest, searches to protect the safety of police offi-
cers, searches to obtain evidence in the immediate vicinity and in the suspect’s control, searches
to preserve evidence in danger of being immediately destroyed, and searches with the consent of a
suspect. Indeed, most police searches today take place without a warrant under one or another of
these conditions. The Supreme Court has also allowed automobile searches and searches of open
fields without warrants in many cases. The requirement of “probable cause” has been very loosely
defined; even a “partially corroborated anonymous informant’s tip” qualifies as probable cause to
make a search, seizure, or arrest.?6 And if the police, while making a warranted search or otherwise
lawfully on the premises, see evidence of a crime “in plain view,” they may seize such evidence
without further authorization.??

Self-Incrimination and Right to Counsel

Freedom from self-incrimination originated in English common law; it was originally designed
to prevent persons from being tortured into confessions of guilt. It is also a logical extension of
the notion that individuals should not be forced to contribute to their own prosecution, that the
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burden of proof rests upon the state. The Fifth Amendment protects people from both physical
and psychological coercion.?® It protects not only accused persons at their own trial but also wit-
nesses testifying in trials of others, civil suits, congressional hearings, and so on. Thus, “taking
the Fifth” has become a standard phrase in our culture: “I refuse to answer that question on the
grounds that it might tend to incriminate me.” The protection also means that judges, prosecutors,
and juries cannot use the refusal of people to take the stand at their own trial as evidence of guilt.
Indeed, a judge or attorney is not even permitted to imply this to a jury, and a judge is obligated to
instruct a jury not to infer guilt from a defendant’s refusal to testify.

The Supreme Court under Justice Earl Warren greatly strengthened the Fifth Amendment
protection against self-incrimination and the right to counsel in a series of rulings in the 1960s:

Gideon v. Wainwright (1963 )—Equal protection under the Fourteenth Amendment requires
that free legal counsel be appointed for all indigent defendants in all criminal cases.

Escobedo v. Illinois (1964)—Suspects are entitled to confer with counsel as soon as a police
investigation focuses on them or once “the process shifts from investigatory to accusatory.”

Miranda v. Arizona (1966)—Before questioning suspects, a police officer must inform them
of all their constitutional rights, including the right to counsel (appointed at no cost to
the suspect, if necessary) and the right to remain silent. Although suspects may knowingly
waive these rights, the police cannot question anyone who at any point asks for a lawyer
or declines “in any manner” to be questioned. The Supreme Court reaffirmed in 2000 that
“Miranda has become embedded in routine police practice to the point where the warnings
have become part of our national culture.”” (See Figure 6-8.)

METROPOLITAN POLICE DEPARTMENT
Warning as to Your Rights

WAIVER

You are under arrest. Before we ask you any questions
you must understand what your rights are.

You have the right to remain silent. You are not required
to say anything to us at any time or to answer any
questions. Anything you say can be used against you
in court.

You have the right to talk to a lawyer for advice before
we question you and to have him with you during
questioning.

If you cannot afford a lawyer and want one, a lawyer
will be provided for you.

If you want to answer questions now without a lawyer
present, you will still have the right to stop answering
at any time. You also have the right to stop answering
at any time until you talk to a lawyer.

1. Have you read or had read to you the warning as
to your rights?

2. Do you understand these rights?
3. Do you wish to answer any questions?

4. Are you willing to answer questions without having
an attorney present?

5. Signature of defendant on line below.

6. Time Date

7. Signature of officer

8. Signature of witness

FIGURE 6-8 The Miranda Warning The Supreme Court, in its 1966 Miranda decision, ruled that police
must inform suspects of their constitutional rights before questioning them.
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The Exclusionary Rule

Illegally obtained evidence and confessions may not be used in criminal trials. If police find
evidence of a crime in an illegal search, or if they elicit statements from suspects without
informing them of their rights to remain silent or to have counsel, the evidence or state-
ments produced are not admissible in a trial. This exclusionary rule is one of the more con-
troversial procedural rights that the Supreme Court has extended to criminal defendants.
The rule is also unique to the United States: in Great Britain evidence obtained illegally
may be used against the accused, although the accused may bring charges against the police
for damages.

The rule provides enforcement for the Fourth Amendment guarantee against unreason-
able searches and seizures, as well as the Fifth Amendment guarantee against compulsory
self-incrimination and the guarantee of counsel. Initially applied only in federal cases, in
Mapp v. Ohio (1961),%0 the Supreme Court extended the exclusionary rule to all criminal cases in
the United States. A “good faith exception” is made “when law enforcement officers have acted in
objective good faith or their transgressions have been minor.”!

The exclusionary rule is a controversial court policy. Many trial proceedings today are not
concerned with the guilt or innocence of the accused but instead focus on possible procedural
errors by police or prosecutors. If the defendant’s attorney can show that an error was committed,
the defendant goes free, regardless of his or her guilt or innocence.

Plea Bargaining

Most convictions are obtained by guilty pleas. Indeed, about 90 percent of the criminal cases
brought to trial are disposed of by guilty pleas before a judge, not trial by jury. The Constitution
guarantees defendants a trial by jury (Sixth Amendment), but guilty pleas outnumber jury trials by
ten to one.>?

Plea bargaining, in which the prosecution either reduces the seriousness of the charges, drops
some but not all charges, or agrees to recommend lighter penalties in exchange for a guilty plea by
the defendant, is very common. Some critics of plea bargaining view it as another form of leniency
in the criminal justice system that reduces its deterrent effects. Other critics view plea bargaining
as a violation of the Constitution’s protection against self-incrimination and guarantee of a fair
jury trial. Prosecutors, they say, threaten defendants with serious charges and stiff penalties to force
a guilty plea. Still other critics see plea bargaining as an under-the-table process that undermines
respect for the criminal justice system.

While the decision to plead guilty or go to trial rests with the defendant, this decision is
strongly influenced by the policies of the prosecutor’s office. A defendant may plead guilty and
accept the certainty of conviction with whatever reduced charges the prosecutor offers and/
or accept the prosecutor’s pledge to recommend a lighter penalty. Or the defendant may go to
trial, confronting serious charges with stiffer penalties, with the hope of being found innocent.
However, the possibility of an innocent verdict in a jury trial is only one in six. This apparently
strong record of conviction occurs because prosecutors have already dismissed charges in cases in
which the evidence is weak or illegally obtained. Thus, most defendants confronting strong cases
against them decide to “cop a plea.”

It is very fortunate for the nation’s court system that most defendants plead guilty. The court
system would quickly break down from overload if any substantial proportion of defendants insisted
on jury trials.
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PRISONS AND CORRECTIONAL POLICIES

At least four separate theories of crime and punishment compete for preeminence in guiding cor-
rectional policies. Justice: First, there is the ancient Judeo-Christian idea of holding individuals
responsible for their guilty acts and compelling them to pay a debt to society. Retribution is an
expression of society’s moral outrage, and it lessens the impulse of victims and their families to
seek revenge. Deterrence: Another philosophy argues that punishment should be sure, speedy, com-
mensurate with the crime, and sufficiently conspicuous to deter others from committing crimes.
Incapacitation: Still another philosophy in correctional policy is that of protecting the public from
lawbreakers or habitual criminals by segregating them behind prison walls. Rehabilitation: Finally,
there is the theory that criminals are partly or entirely victims of social circumstances beyond their
control and that society owes them comprehensive treatment in the form of rehabilitation.

Prison Populations

More than 10 million Americans are brought to a jail, police station, juvenile home, or prison
each year. The vast majority are released within hours or days. There are, however, about 1.5 mil-
lion inmates in state and federal prisons in the United States. These prisoners are serving time for
serious offenses; almost all had a record of crime before they committed the act that led to their
current imprisonment. These are persons serving at least one year of prison time; an additional
750,000 persons are held in local jails, serving less than one year of imprisonment. In all, over
2.25 million Americans are currently in prisons or jails.

Failure of Rehabilitation

If correctional systems could be made to work—that is, actually to rehabilitate prisoners as useful,
law-abiding citizens—the benefits to the nation would be enormous. Eighty percent of all felonies
are committed by repeat offenders—individuals who have had prior contact with the criminal
justice system and were not corrected by it. Reformers generally recommend more education and
job training, more and better facilities, smaller prisons, halfway houses where offenders can adjust
to civilian life before parole, more parole officers, and greater contact between prisoners and their
families and friends. But there is no convincing evidence that these reforms reduce what crimi-
nologists call “recidivism,” the offenders’ return to crime.

Recidivism Rate

The Bureau of Justice Statistics reports that the overall recidivism rate for the United States is 67.5 per-
cent.33 This is the percent of prisoners released who were rearrested within three years of their release.
Prison life does little to encourage good behavior, as noted by policy analyst John Dilulio, Jr.:
“For the most part, the nation’s adult and juvenile inmates spend their days in idleness punctuated
by meals, violence, and weight lifting. Meaningful educational, vocational, and counseling pro-
grams are rare. Strong inmates are permitted to pressure weaker prisoners for sex, drugs, and money.
Gangs organized along racial and ethnic lines are often the real ‘sovereigns of the cellblock.”3*

Failure of Probation

In addition to the nation’s prison population of 1.5 million, there are over four million people cur-
rently on probation (see Table 6-5). But probation has been just as ineffective as prison in reducing
crime. Even though people placed on probation are considered less dangerous to society than
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TABLE 6-5 Jail, Prison, Probation, and Parole Population
Almost seven million people in the United States are serving on
probation or parole, or have been sentenced to jail or prison.

Total 7,225,800
Prison 1,524,500
Jail 766,400
Probation 4,203,900
Parole 819,300

SOURCE: Bureau of Justice Statistics, 2010.

those imprisoned, studies indicate that nearly two-thirds of probationers will be arrested and over
one-half will be convicted for a crime committed while on probation.

Failure of Parole

Over two-thirds of all prisoner releases come about by means of parole. Modern penology, with its
concern for reform and rehabilitation, appears to favor parole over unconditional releases. The
function of parole and postrelease supervision is to procure information on the parolees’ postprison
conduct and to facilitate the transition between prison and complete freedom. These functions
are presumably oriented toward protecting the public and rehabilitating the offender. However,
studies of recidivism indicate that up to three-fourths of the persons paroled from prison will be
rearrested for serious crimes. There is no difference in this high rate of recidivism between those
released under supervised parole and those released unconditionally. Thus, it does not appear that
parole succeeds in its objectives.

CAPITAL PUNISHMENT

Capital punishment has been the topic of a long and heated national debate. Opponents of
the death penalty argue that it is “cruel and unusual punishment,” in violation of the Eighth
Amendment of the Constitution. They also argue that the death penalty is applied unequally.
A large proportion of those executed have been poor, uneducated, and non-white. In contrast, a
sense of justice among many Americans demands retribution for heinous crimes—a life for a life.
A mere jail sentence for a multiple murderer or rapist-murderer seems unjust compared with the
damage inflicted on society and the victims. In most cases, a life sentence means less than ten years
in prison under the current parole and probation policies of many states. Convicted murderers
have been set free, and some have killed again.

Prohibition on Unfair Application

Prior to 1972, the death penalty was officially sanctioned by about half of the states as well as by
federal law. However, no one had actually suffered the death penalty since 1967 because of numet-
ous legal tangles and direct challenges to the constitutionality of capital punishment.
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In Furman v. Georgia (1972), the Supreme Court ruled that capital punishment as then
imposed violated the Eighth Amendment and Fourteenth Amendment prohibitions against cruel
and unusual punishment and due process of law.>®> The reasoning in the case is very complex. Only
two justices declared that capital punishment itself is cruel and unusual. The other justices in the
majority felt that death sentences had been applied unfairly: a few individuals were receiving the
death penalty for crimes for which many others were receiving much lighter sentences. These jus-
tices left open the possibility that capital punishment would be constitutional if it were specified
for certain kinds of crime and applied uniformly.

After this decision, a majority of states rewrote their death penalty laws to try to ensure fair-
ness and uniformity of application. Generally, these laws mandate the death penalty for murders
committed during rape, robbery, hijacking, or kidnapping; murders of prison guards; murder with
torture; and multiple murders. Two trials would be held—one to determine guilt or innocence and
another to determine the penalty. At the second trial, evidence of “aggravating” and “mitigating”
factors would be presented; if there were aggravating factors but no mitigating factors, the death
penalty would be mandatory.

Death Penalty Reinstated

In a series of cases in 1976 (Gregg v. Georgia, Profitt v. Florida, Jurek v. Texas)3¢ the Supreme Court
finally held that “the punishment of death does not invariably violate the Constitution.” The
Court upheld the death penalty, employing the following rationale: the men who drafted the Bill
of Rights accepted death as a common sanction for crime. It is true that the Eighth Amendment
prohibition against cruel and unusual punishment must be interpreted in a dynamic fashion,
reflecting changing moral values. But the decisions of more than half of the nation’s state legisla-
tures to reenact the death penalty since 1972 and the decision of juries to impose the death pen-
alty on hundreds of people under these new laws are evidence that “a large proportion of American
society continues to regard it as an appropriate and necessary criminal sanction.” Moreover, said
the Court, the social purposes of retribution and deterrence justify the use of the death penalty.
This ultimate sanction is “an expression of society’s moral outrage at particularly offensive con-
duct.” The Court affirmed that Furman v. Georgia struck down the death penalty only where it was
inflicted in “an arbitrary and capricious manner.” The Court upheld the death penalty in states
where the trial was a two-part proceeding and where, during the second part, the judge or jury was
provided with relevant information and standards. The Court upheld the consideration of “aggra-
vating and mitigating circumstances.” It also upheld automatic review of all death sentences by
state supreme courts to ensure that these sentences were not imposed under the influence of pas-
sion or prejudice, that aggravating factors were supported by the evidence, and that the sentence
was not disproportionate to the crime. However, the Court disapproved of state laws mandating the
death penalty in first degree murder cases, holding that such laws were “unduly harsh and unwork-
ably rigid.”3?

The Supreme Court has also held that executions of the mentally retarded are “cruel and
unusual punishments” prohibited by the Eighth Amendment.3® In 2005 the Court held that the
Eighth Amendment prohibited executions of offenders who were under age 18 when they commit-
ted their crimes.3® And in 2008 the court held that the death penalty for the rape of a child vio-
lated the Eighth Amendment; the implication of the decision is that the death penalty can only be
imposed for “crimes that take a victim’s life.”*
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Racial Bias

The death penalty has also been challenged as a violation of the Equal Protection Clause of the
Fourteenth Amendment because of a racial bias in the application of the punishment. White mur-
derers are just as likely to receive the death penalty as black murderers. However, some statistics
show that if the victim is white, there is a greater chance that the killer will be sentenced to death
than if the victim is black. Nonetheless, the Supreme Court has ruled that statistical disparities in
the race of victims by itself does not bar the death penalty in all cases. There must be evidence of
racial bias against a particular defendant for the Court to reverse a death sentence.”!

States and the Death Penalty

Currently some 35 states have the death penalty in their laws. The federal government itself has
the death penalty, but the execution of Oklahoma City bomber Timothy McVeigh in 2001 marks
the first death sentence carried out by the federal government in several decades. U.S. military
law also includes the death penalty. Fifteen states have no death penalty, nor does the District of
Columbia (see Figure 6-9).

135

- States without death penalty - States with death penalty
FIGURE 6-9 Death Penalty in the United States Currently, 35 states have the death penalty.



136

Chapter 6 Criminal Justice

Executions

Today, there are about 3,500 prisoners nationwide on death row, that is, persons convicted and
sentenced to death. But only about fifty executions are actually carried out each year. The strategy
of death row prisoners and their lawyers, of course, is to delay indefinitely the imposition of the
death penalty with endless stays and appeals. So far the strategy has been successful for all but a
few luckless murderers. As trial judges and juries continue to impose the death penalty and appel-
late courts continue to grant stays of execution, the number of prisoners on death row grows. The
few who have been executed have averaged ten years of delay between trial and execution.

The writ of habeas corpus is guaranteed in the U.S. Constitution, but how many habeas corpus
petitions should a condemned prisoner be allowed to submit? The death penalty, of course, is irre-
versible, and it must not be imposed if there is any doubt whatsoever about the defendant’s guilt.
But how many opportunities and resulting delays should death row inmates have to challenge their
convictions and sentences? In recent years the Supreme Court has limited habeas corpus petitions
in federal courts by prisoners who have already filed claims and lost and who have failed to fol-
low rules of appeal. If new evidence is uncovered after all court appeals have been exhausted, the
Supreme Court has indicated that appeal lies with governors’ powers of pardon.

The potential for wrongful executions has always worried Americans. The development of
DNA evidence in recent years has made it possible to review and appeal some death penalty sen-
tences. And indeed, DNA evidence has resulted in the release of a few death row prisoners. Other
prisoners have been removed from death row because of trial errors, attorney incompetence, evi-
dence withheld by the prosecution, and other procedural errors.

Deterrent Value

The death penalty as it is employed today—inflicted on so few after so many years following the
crime—has little deterrent effect. Nonetheless, it serves several purposes. It gives prosecutors some
leverage in plea bargaining with murder defendants. The defendants may choose to plead guilty
in exchange for a life sentence when confronted with the possibility that the prosecutor may win
a conviction and the death penalty in a jury trial. More important, perhaps, the death penalty is
symbolic of the value society places on the lives of innocent victims. It dramatically signifies that
society does not excuse or condone the taking of innocent lives. It symbolizes the potential for
society’s retribution against heinous crime.

SUMMARY

Crime is a central problem in our society. We face 2. A rational policy toward crime would
a conflict between our desire to retain individual endeavor to make its costs far outweigh
freedoms and our desire to ensure the safety of our its benefits and in theory deter potential
people. wrongdoers. Effective deterrence requires
that punishment be certain, swift, and severe.
1. After dramatic increases in crime rates over However, certainty and swiftness are probably
many years, ctime rates have been falling since of more importance to deterrence than is
1993. Law enforcement officials frequently severity.
attribute this decline to the adoption of 3. But punishment for crime in the United
public policies designed to deter crime and States today is neither certain nor swift. The

incapacitate criminals. likelihood of going to jail for any particular



crime is probably less than one in a hundred.
Speedy trial and punishment are rare; criminal
defendants usually succeed in obtaining long
delays between arrest and trial, when most
remain free on bail prior to trial.

. However, incapacitation (placing more
criminals in prison for longer terms)

appears to be related to lower crime rates.
Prison building in the 1980s, together with
mandatory sentencing laws and sentencing
guidelines in the states, has resulted in higher
incarceration rates (numbers of prisoners per
100,000 population).

. The police provide many services to society
in addition to law enforcement. Indeed, only
a small proportion of their time is spent in
fighting crime. It is difficult to demonstrate
conclusively that increased police protection
reduces the actual amount of crime.

. Guns are used in a large number of violent
crimes. Public policy on gun control varies
throughout the nation. However, states with
strict gun control laws do not have lower rates
of violent crime, or even of gun-related crime,
than states without such laws. The Supreme
Court has declared that gun ownership is an
individual right guaranteed by the Second
Amendment.

. Public policies toward alcohol and drug use
are ambivalent. Although the health dangers
of cigarettes, alcohol, marijuana, cocaine, and
heroin are widely known, the manufacture,

10.

11.

Notes

sale, and use of each of these substances are
treated differently in law enforcement.

. Court congestion, increased litigation,

excessive delays, endless appeals, variation
in sentencing, and excessive plea bargaining
all combine to detract from deterrence.

The exclusionary rule, which prohibits the
use of illegally obtained evidence in court,
has generated controversy since it was first
announced by the Supreme Court in Mapp v.
Okhio in 1961.

. About half of all serious charges are

dismissed by prosecutors before trial. But

most convictions are obtained by guilty pleas
without jury trials. Plea bargaining is the most
common means of resolving criminal cases.
Without plea bargaining, the court system
would break down from overload.

Prison and parole policies have failed to
rehabilitate prisoners. Prisons can reduce
crime only by incapacitating criminals

for periods of time. Most prisoners are
recidivists— persons who previously served

a sentence of incarceration before being
sentenced again. Parolees—petsons released
by officials for good behavior—are just as
likely to commit new crimes as those released
after serving full sentences.

Capital punishment as currently imposed—on
very few persons and after very long delays—is
not an effective deterrent.
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Apply what you learned in this chapter on MySearchLab (www.mysearchlab.com).
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Food Lines Lengthen During Hard Times Food lines in Sacramento, California in 2010 illustrate the continuing effort to provide
for people who have fallen on hard times. The number of cash welfare recipients has declined in recent years following welfare
reform in 1996. But participation in food programs has increased, especially since the onset of the “Great Recession” 2008-2009.
(© Randy Pench/ZUMA Press/Corbis)
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Welfare

The Search for Rational Strategies

RATIONALITY AND IRRATIONALITY IN THE WELFARE STATE

Why does poverty persist in a nation where total social welfare spending is many times the amount needed
to eliminate poverty? The answer is that the poor are not the principal beneficiaries of social welfare spend-
ing. Most of it, including the largest programs—Social Security and Medicare—goes to the nonpoor. Only
about one-sixth of federal social welfare spending is “means-tested” (see Figure 7-1), that is, distributed to
recipients based on their low-income or poverty status. The middle class, not the poor, is the major benefi-
ciary of the nation’s social welfare spending.

"Entitlements”

Entitlements are government benefits for which Congress has set eligibility criteria—age, income, retirement,
disability, unemployment, and so forth. Everyone who meets the criteria is “entitled” by law to the benefit.

Most of the nation’s major entitlement programs were launched either in the New Deal years of the
1930s under President Franklin D. Roosevelt (Social Security, Unemployment Compensation; Aid to
Families with Dependent Children [AFDC], now called Temporary Assistance to Needy Families [TANF],
and Aid to Aged, Blind, and Disabled, now called Supplemental Security Income or SSI); or the Great
Society years of the 1960s under President Lyndon B. Johnson (food stamps, Medicare, Medicaid).

Today nearly one-third of the population of the United States is “entitled” to some form of govern-
ment benefit. Social insurance entitlements may be claimed by persons regardless of their income or wealth.
Entitlement to Social Security and Medicare is determined by age, not income or poverty. Entitlement
to unemployment compensation benefits is determined by employment status. Federal employee and vet-
erans’ retirement benefits are based on previous government or military service. These non—means-tested
programs account for the largest number of recipients of government benefits. In contrast, public assistance
programs (including cash welfare assistance, Medicaid, and food stamps) are means-tested: benefits are
limited to low-income recipients (see Table 7-1). Because many programs overlap, with individuals receiv-
ing more than one type of entitlement benefit, it is not really possible to know exactly the total number of
people receiving government assistance. But it is estimated that over half of all families in the nation include
someone who receives a government check.
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Total Entitlement
Spending = 60%

Social
Security
20%

All Other
Spending
(including defense)

For the Nonpoor
(Non-means-tested
Entitlement) = 42%

o)
s Medicare

13%

Federal Retirement

4%
Veterans
3%
Welfare
8% Medicaid Unemployment
10% Compensation
2%

For the Poor
(Means-tested
Entitlements = 18%)

FIGURE 7-1 Federal Entitlement Spending for the poor and Nonpoor
Entitlement spending exceeds 60 percent of the federal budget, but most

entitlement spending goes to the nonpoor.
SOURCE: Budget of the United States Government, 2012.

Rational Strategies, Irrational Results

It is not possible in this chapter to describe all the problems of the poor in America or all the difficul -
ties in developing rational social welfare policies. But it is possible to describe the general design of
alternative strategies to deal with welfare, to observe how these strategies have been implemented in
public policy, and to outline some of the obstacles to a rational approach to social welfare problems.

DEFINING THE PROBLEM: POVERTY IN AMERICA

A rational approach to policymaking requires a clear definition of the problem. But political con-
flict over the nature and extent of poverty in America is a major obstacle to a rational approach to
social welfare policy.

Proponents of programs for the poor frequently make high estimates of that population. They
view the problem of poverty as persistent, even in an affluent society; they contend that many mil-
lions of people suffer from hunger, exposure, and remedial illness. Their definition of the problem
virtually mandates immediate and massive public welfare programs.
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TABLE 7-1 Major Federal Entitlement Program Nearly one-third of the nation’s population receives
some kind of direct government entitlement.

Social Insurance Programs

(No Means Test for Entitlement to Benefits) Beneficiaries (Millions)
Social Security, OASDI 50.8
Medicare 45.2
Government Retirement 2.6
Veterans’ Benefits 3.8
Unemployment Compensation 8.9
Public Assistance Programs

(Means-Tested Entitlement) Beneficiaries (Millions)
Cash Aid

Temporary Assistance for Needy Families, TANF 4.3
Supplemental Security Income, SSI 7.4
Earned income tax credit, EITC 3.0
Medical Care

Medicaid 57.1
State Child Health Insutance Program, SCHIP 1.4
Food Benefits

Food stamps, SNAP 34.6
School lunches 31.0
School breakfasts 10.6
Women, Infants, Children, WIC 8.7
Education Aid

Federal Family Education Loans 12.7
Pell Grants 5.7
Federal Work Study 0.8
Head Start 0.9

SOURCE: Statistical Abstract of the United States, 2011.

In contrast, others minimize the number of poor in America. They believe that the poor are
considerably better off than the middle class of fifty years ago and even wealthy by the standards of
most other societies in the world. They believe government welfare programs encourage poverty,
destroy family life, and rob the poor of incentives to work, save, and assume responsibility for their
own well-being. They deny that anyone needs to suffer from hunger, exposure, or remedial illness
if they use the services and facilities available to them.

How Many Poor?

How much poverty really exists in America? According to the U.S. Bureau of the Census, there
were between 35 and 45 million poor people in the United States in recent years (see Table 7-2),
or approximately 12 to 15 percent of the population.! This official estimate of poverty includes
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TABLE 7-2 Poverty in America In recent years, approximately 12 to 15 percent
of the population has lived below the poverty line; poverty is most prevalent among
female-headed households; blacks and Hispanics experience more poverty than

whites.
Poverty definition for family of four 21,954
Number of poor 44 million
Poverty percentage of total population 14.3
Race (% poor)
White 9.4
Black 25.8
Hispanic 253
Age (% poor)
Under 18 20.7
Over 65 8.9
Family (% poor)
Matrried couple 5.8
Female householder, no husband 29.5

SOURCE: U.S. Bureau of the Census (2011), www.census.gov, Data for 2009.

all those Americans whose annual cash income falls below that which is required to maintain a
decent standard of living. (The dollar amount of the “poverty line” is flexible to take into account
the effect of inflation; the amount rises each year with the rate of inflation.)

Liberal Criticism

This official definition of poverty has many critics. Some liberal critics believe that poverty is
underestimated because (1) the official definition includes cash income from welfare and Social
Security, and without this government assistance, the number of poor would be much higher, per-
haps 20 percent of the total population; (2) the official definition does not count the many “near
poor”; there are 57 million Americans, or about 19 percent of the population, who live below 125
percent of the poverty level; (3) the official definition does not take into account regional differ-
ences in the cost of living, climate, or accepted styles of living; and (4) the official definition does
not consider what people think they need to live adequately.

Conservative Criticism

Some conservative critics also challenge the official definition of poverty: (1) it does not consider
the value of family assets; people (usually older) who own their own mortgage-free homes, furni-
ture, and automobiles may have current incomes below the poverty line yet not suffer hardship;
(2) there are many families and individuals who are officially counted as poor but who do not think
of themselves as such—students, for example, who deliberately postpone earning an income to
secure an education; (3) many persons (poor and nonpoor) underreport their real income, which
leads to overestimates of the number of poor; and (4) more importantly, the official definition of
poverty excludes “in-kind” (noncash) benefits given to the poor by governments, for example,
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food stamps, free medical care, public housing, and school lunches. If these benefits were costed
out (calculated as cash income), there may be only half as many poor people as shown in official
statistics. This figure might be thought of as the “net poverty” rate, which refers to people who
remain poor even after counting their in-kind government benefits. The net poverty rate is only
about 8 percent, compared to over 14 percent for the official poverty rate.

Latent Poverty

How many people would be poor if we did not have government Social Security and welfare pro-
grams? What percentage of the population can be thought of as “latent poor,” that is, persons who
would be poor without the assistance they receive from federal programs? Latent poverty is well
above the official poverty line. It has ranged from about 20 to 25 percent in recent years. So, in
the absence of federal social welfare programs, over one-fifth of the nation’s population would
be poor.

WHO ARE THE POOR?

Poverty occurs in many kinds of families and all races and ethnic groups. However, some groups
experience poverty in proportions greater than the national average.

Family Structure

Poverty is most common among female-headed families. The incidence of poverty among these
families has ranged between 25 and 30 percent in recent years, compared to only 5 to 6 percent
for married couples (see Table 7-2). Nearly half of all female-headed families with children under
18 live in poverty. These women and their children make up more than two-thirds of all the per-
sons living in poverty in the United States. These figures describe “the feminization of poverty”
in America. Clearly, poverty is closely related to family structure. Today the disintegration of the
traditional husband—wife family is the single most influential factor contributing to poverty.

Race

Blacks experience poverty in much greater proportions than whites. Over the years the poverty
rate among blacks in the United States has been over twice as high as that among whites. Poverty
among Hispanics is also significantly greater than among whites.

The relationship between race and family structure is a controversial topic. About 50 percent
of all black families in the United States in 2010 were headed by females, compared with about
18 percent of all white families.?

Age

The aged in the United States experience less poverty than the nonaged. The aged are not poor,
despite the popularity of the phrase “the poor and the aged.” The poverty rate for persons over
sixty-five years of age is well below the national average. Moreover, the aged are much wealthier
than the nonaged. They are more likely than younger people to own homes with paid-up mort-
gages. A large portion of their medical expenses are paid by Medicare. With fewer expenses, the
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aged, even with relatively smaller cash incomes, experience poverty in a different fashion from a
young mother with children.

Temporary Versus Persistent Poverty

Most poverty is temporary, and most welfare dependency is relatively brief, lasting less than two
years. Tracing poor families over time presents a different picture of the nature of poverty and
welfare from the “snapshot” view taken in any one year. For example, we know that over recent
decades 11 to 15 percent of the nation’s population had been officially classified as poor in any one
year (see Figure 7-2). However, over a decade as many as 25 percent of the nation’s population
may have fallen below the poverty line at one time or another.> Only some poverty is persistent:
about 6 percent of the population remains in poverty for more than five years. This means that
most of the people who experience poverty in their lives do so for only a short period of time.

However, the persistently poor place a disproportionate burden on welfare resources. Less than
half of the people on welfare rolls at any one time are persistently poor; that is, likely to remain
poor for five or more years. Thus, for most welfare recipients, welfare payments are a relatively
short-term aid that helps them over life’s difficult times. But for some, welfare is a more permanent
part of their lives.

Persons Living Below Poverty Line

5
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Year

FIGURE 7-2 Persons below Poverty Line (Percentage) Poverty in America declined significantly prior
to the 1960s. The enactment of many Great Society programs may have encouraged the continuation

of poverty by promoting social dependency. Poverty has varied between 12 and 15 percent of the
population since 1970. The “Great Recession” beginning in 2008 increased poverty.

SOURCE: U.S. Census Bureau, Poverty in the United States: 2003 (Washington, DC: Government Printing Office, 2004),
pp. 40-45; and www.census.gov.
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WHY ARE THE POOR POOR?

Inasmuch as policymakers cannot even agree on the definition of poverty, it comes as no surprise
that they cannot agree on its causes. Yet rationality in public policymaking requires some agree-
ment on the causes of social problems.

Low Productivity

Many economists explain poverty in terms of human capital theory. The poor are poor because
their economic productivity is low. They do not have the human capital—the knowledge,
skills, training, work habits, abilities—to sell to employers in a free market. Absence from
the labor force is the largest single source of poverty. Over two-thirds of the poor are chil-
dren, mothers of small children, or aged or disabled people, all of whom cannot reasonably
be expected to find employment. No improvement in the general economy is likely to affect
these people directly. Since the private economy has no role for them, they are largely the
responsibility of government. The poorly educated and unskilled are also at a disadvantage in
a free labor market. The demand for their labor is low, employment is often temporary, and
wage rates are low.

Economic Stagnation

Economists also recognize that some poverty results from inadequate aggregate demand. Serious
recessions with increases in unemployment raise the proportion of the population living below the
poverty line. According to this view, the most effective antipoverty policy is to assure continued
economic growth and employment opportunity. Historically, the greatest reductions in poverty have
occurred during prosperous times.

Discrimination

Discrimination plays a role in poverty that is largely unaccounted for by economic theory. We
have already observed that blacks are more likely to experience poverty than whites. It is true that
some of the income differences between blacks and whites are a product of educational differences.
However, blacks earn less than whites even at the same educational level. If the free market operated
without interference by discrimination, we would expect little or no difference in income between
blacks and whites with the same education.

Culture of Poverty

Yet another explanation focuses on a “culture of poverty.” According to this notion, poverty is a
“way of life,” which is learned by the poor. The culture of poverty involves not just a low income but
also indifference, alienation, apathy, and irresponsibility. This culture fosters a lack of self-discipline
to work hard, to plan and save for the future, and to get ahead. It also encourages family instability,
immediate gratification, and “present-orientedness” instead of “future-orientedness.” All of these
attitudes prevent the poor from taking advantage of the opportunities available to them. Even
cash payments do not change the way of life of these hard-core poor very much. According to this
theory, additional money will be spent quickly for nonessential or frivolous items.
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Opponents of this idea argue that it diverts attention from the conditions of poverty that foster
family instability, present-orientedness, and other ways of life of the poor. The question is really
whether a lack of money creates a culture of poverty, or vice versa. Reformers are likely to focus on
the condition of poverty as the fundamental cause of the social pathologies that afflict the poor.

Disintegrating Family Structure

Poverty is closely associated with family structure. As we have seen, poverty is greatest among
female-headed households and least among husband-wife households. It may be fashionable in
some circles to view husband-wife families as traditional or even antiquated and to redefine fam-
ily as any household with more than one person. But no worse advice could be given to the poor.

Of all age groups, children are most likely to be poor; about 20 percent of America’s children
live in poverty. Disintegrating family structure explains most of this: only about 10 percent of
children living with married parents currently live in poverty, whereas over 40 percent of those
living with single mothers do so.*

THE PREVENTIVE STRATEGY: SOCIAL SECURITY

The administration of President Franklin D. Roosevelt brought conscious attempts by the federal gov-
ernment to develop rational programs to achieve societal goals. In the most important piece of legisla-
tion of the New Deal, the Social Security Act of 1935, the federal government undertook to establish
the basic framework for welfare policies at the federal, state, and local levels and, more important, to
set forth a strategy for dealing with poverty. The Great Depression of that era convinced the nation’s
leadership that poverty could result from forces over which the individual had no control—loss of job,
old age, death of the family breadwinner, or physical disability. One solution was to require individuals
to purchase insurance against their own indigency resulting from any of these occurrences.

Social Insurance

The social insurance concept devised by the New Deal planners was designed to prevent poverty
resulting from uncontrollable forces. Social insurance was based on the same notion as private
insurance—sharing risks and setting aside money for a rainy day. Social insurance was not to
be charity or public assistance; it was to be preventive. It relied on the individual’s compulsory
contribution to his or her own protection. In contrast, public assistance is only alleviative and
relies on general tax revenues from all taxpayers. Indeed, when the Roosevelt administration pre-
sented the social insurance plan to Congress in the Social Security Act of 1935, it contended that
it would eventually abolish the need for any public assistance program because individuals would
be compelled to protect themselves against poverty.

OASDI

The key feature of the Social Security Act of 1935 is the Old Age Survivor’s and Disability
Insurance (OASDI) program, generally known as Social Security.” This is a compulsory social
insurance program financed by regular deductions from earnings, which gives individuals a

*The original Social Security Act of 1935 did not include disability insurance; this was added by amendment in 1950.
Health insurance for the aged—Medicare—was added by amendment in 1965. Medicare is discussed in Chapter 8.



Intended and Unintended Consequences of Social Security

legal right to benefits in the event of certain occurrences that cause a reduction of their income:
old age, death of the head of household, or permanent disability. OASDI now covers about nine
out of every ten workers in the United States, including the self-employed. The only large group
outside its coverage are federal employees, who have their own retirement system.

FICA

Social Security is financed by FICA (Federal Insurance Contributions Act) deductions from
employees’ wages with equal contributions taken from employers. The standard rate for OASDI
has been 6.2 percent each from employees and employers for a total of 12.4 percent of wages
up to a specified top limit ($106,800 in 2011). (However in 2011 Congress reduced the FICA
deduction on employees pay by two percentage points, from 6.2 to 4.2 as part of the tax package.
See Chapter 11.) Wages above the top limit, and income from other sources, including rents,
royalties, pensions, dividends, and capital gains, are not subject to FICA.

Payroll tax deductions are also made for hospital insurance under Medicare. Medicare taxes
add 1.45 percent tax on employees and employers, bringing the total payroll tax for Social Security
and Medicare combined to 7.65 percent on employees and employers, for a total of 15.3 percent of
payrolls. The Medicare tax has no top limit on wages.

Retirement Benefits

Upon retirement, an insured worker is entitled to monthly benefit payments based on age at retire-
ment and the amount earned during his or her working years. Retirees may choose reduced ben-
efits at age 63. Full benefits for persons born before 1938 begin at age 65. For persons born after
1938 the age of full retirement benefits gradually increases until it reaches 67 for persons born after
1959.

Benefit payments receive automatic cost-of-living adjustments (COLAs) indexed to inflation
each year. The formula for calculating COLAs increases benefits faster than the actual cost of
living for the elderly.

Survivor and Disability Benefits

OASDI also provides benefit payments to survivors of an insured worker, including a spouse if
there are dependent children. But if there are no dependent children, benefits will not begin
until the spouse reaches retirement age. OASDI provides benefit payments to persons who suf-
fer permanent and total disabilities that prevent them from working for more than one year.

INTENDED AND UNINTENDED CONSEQUENCES
OF SOCIAL SECURITY

The framers of the Social Security Act of 1935 created a “trust fund” with the expectation that a
reserve would be built up from social insurance premiums from working people. The reserve would
earn interest, and the interest and principal would be used in later years to pay benefits. Benefits
for an individual would be in proportion to his or her contributions. General tax revenues would
not be used at all. It was intended that the system would resemble the financing of private insur-
ance, but it turned out not to work that way at all.
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The "Trust Fund”

The social insurance system is now financed on a pay-as-you-go, rather than a reserve system.
Today, the income from all social insurance premiums (taxes) pays for current Social Security ben-
efits. Today, this generation of workers is paying for the benefits of the last generation, and it is
hoped that this generation’s benefits will be financed by the next generation of workers. Social
Security “trust fund” revenues are lumped together with general tax revenues in the federal budget.
Indeed, Social Security payments (FICA deductions from wages) now comprise over 35 percent of
total federal revenues.

Social Security FICA taxes appear in the federal budget as current revenues (see
Chapter 11). Until recently these taxes exceeded payments made to beneficiaries. The sur-
pluses were spent by the federal government; there was no “lockbox” holding these taxes for
the exclusive use of the Social Security Administration. But now benefit payments to Social
Security recipients exceed the income from FICA taxes. In theory these benefits can still be
paid from the “trust fund,” but inasmuch as the “trust fund” is merely an accounting gimmick,
benefits are actually paid from current federal revenues. Even if a real trust fund was held by
the federal government, it would be exhausted by 2040 (see Figure 7-3).

The Generational Compact

Taxing current workers to pay benefits to current retirees may be viewed as a compact between
generations. Each generation of workers in effect agrees to pay benefits to an earlier generation of
retirees, in the hope that the next generation will pay for their own retirement. But low birth rates
(reducing the number of workers), longer life spans (increasing the number of retirees), and gener-
ous benefits are straining workers’ ability to pay.
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FIGURE 7-3 The Future of Social Security The Social Security fund will be exhausted as
the “baby-boom” generation ages; Social Security reform has been put off again and again by
Congress.

SOURCE: Social Security Administration Trustee Report, 2005.
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The Dependency Ratio

Since current workers must pay for the benefits of current retirees and other beneficiaries, the
dependency ratio becomes an important component of evaluating the future of Social Security.
The dependency ratio for Social Security is the number of recipients as a percentage of the number
of contributing workers. Americans are living longer, thereby increasing the dependency ratio. A
child born in 1935, when the Social Security system was created, could expect to live only to age
61, four years less than the retirement age of 65. The life expectancy of a child born in 2010 is
78 years, 13 years beyond the retirement age.’ In the early years of Social Security, there were ten
workers supporting each retiree—a dependency ratio of 10 to 1. But today, as the U.S. population
grows older—because of lower birth rates and longer life spans—there are only three workers for
each retiree, and by 2030 the dependency ratio will rise to two workers for each retiree.

Generous COLAs

Currently, Social Security annual COLAs (cost-of-living adjustments) are based on the consumer
price index (CPI), which estimates the cost of all consumer items each year. There are serious
problems with the use of the CPI to provide annual values in Social Security benefits. First of all,
cost estimates in the CPI include home buying, mortgage interest, child rearing, and other costs
that many retirees do not confront. Most workers do not have the same protection against inflation
as retirees; that is, average wage rates do not always match the increases in cost of living. Over the
years, the COLAs have improved the economic well-being of Social Security recipients relative to
American workers. Second, the CPI has been shown to overestimate rises in the real cost of living.
Overestimates in the CPI result in more generous COLAs each year.

Wealthy Retirees

Social Security benefits are paid to all eligible retirees, regardless of whatever other income they
may receive. There is no means test for benefits. The result is that large numbers of affluent
Americans receive government checks each month. Of course, they paid into Social Security
during their working years and they can claim these checks as a legal “entitlement” under the
insurance principle. But currently their benefits far exceed their previous payments.

Since the aged experience less poverty than today’s workers (see Table 7-2) and possess con-
siderably more wealth, Social Security benefits constitute a “negative” redistribution of income,
that is, a transfer of income from poorer to richer people. The elderly are generally better off than
the people supporting them.

SOCIAL SECURITY REFORM?

Without significant reform, Social Security will become increasingly burdensome to working
taxpayers in the next century. The “baby boom” from 1945 to 1960 produced a large generation
of people who crowded schools and colleges in the 1960s and 1970s and who began to retire in
2010. Changes in lifestyle—less smoking, more exercise, better weight control—as well as medical
advances, may increase the aged population even more.

“Saving"” Social Security

“Saving” Social Security is a popular political slogan in Washington. But agreement on exactly
how to reform the system continues to evade lawmakers.
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Social Security is such a politically volatile topic that presidents have resorted to indepen-
dent and nonpartisan commissions to recommend reform, rather than undertake to initiate reforms
themselves. In 1983 a National Commission on Social Security Reform, appointed by President
Ronald Reagan and made up of equal numbers of Democrats and Republicans, recommended
increases in Social Security taxes to build a reserve for the large number of baby-boom generation
retirees expected after the year 2010. The commission also recommended, and Congress enacted,
a gradual increase in the full retirement age from 65 to 67, beginning in 2000. The Social Security
and Medicare tax was also increased to its current combined employer and employee 15.3 percent.
However, no real “reserve” was ever created, other than as an accounting gimmick.

Reform Options

There is no lack of reform proposals for Social Security.® The problem is that no particular pro-
posal enjoys widespread popular support. In theory, Congress could limit benefits in several ways,
for example, by raising the eligibility age for full retirement to 68 or 70, by limiting COLAs to the
true increases in the cost of living for retirees, or by reducing benefits for high-income retirees. Or,
Congress could increase Social Security revenues by raising the payroll tax rate, or by eliminating
the cap on earnings that are taxed. But politically, such reforms are very controversial.

Various proposals to “privatize” all or part of Social Security represent yet another approach to
reform. One idea was to allow the Social Security trust fund to invest in the private stock market
with the expectation that stock values will increase over time. A related idea is to allow American
workers to deposit part of their Social Security payroll tax into individual retirement accounts to
buy securities of their own choosing. Of course, such a plan would expose workers to the risk of
bad investment decisions. “Privatizing” Social Security does not appear to be very popular with the
American people.

The “Third Rail” of American Politics

Social Security is the most expensive program in the federal budget but also the most politically
sacrosanct. Politicians regularly call it the “third rail” of American politics—touch it and die.

Senior citizens are the most politically powerful age group in the population. They consti-
tute 28 percent of the voting-age population, but more important, because of their high turnout
rates, they constitute nearly one-third of the voters on election day. Moreover, seniors are well
represented in Washington; the American Association of Retired Persons (AARP) is the nation’s
single largest organized interest group. Most seniors, and their lobbyists in Washington, adamantly
oppose any Social Security reforms that might reduce benefits.

Unemployment Compensation

A second important feature of the Social Security Act of 1935 was that it induced states to enact
unemployment compensation programs through the imposition of the payroll tax on employers.
A federal unemployment tax is levied on the payroll of all employers, but employers paying into
state insurance programs that meet federal standards may use these state payments to offset most of
their federal unemployment tax. In other words, the federal government threatens to undertake an
unemployment compensation program and tax if the states do not do so themselves. This federal
program succeeded in inducing all fifty states to establish such programs.

In most states, unemployed workers must report in person and show that they are willing and
able to work in order to receive unemployment compensation benefits. In practice, this means that
unemployed workers must register with the U.S. Employment Service (usually located in the same
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building as the state unemployment compensation office) as a condition of receiving their unemploy-
ment checks. States cannot deny workers benefits for refusing to work as strikebreakers or for rates
lower than prevailing rates. But states can deny benefits to workers who refuse to accept “suitable” jobs.

Extended Benefits. Originally unemployment compensation was designed as a “temporary and
partial” replacement of wages for involuntarily unemployed workers. But the “Great Recession” of
recent years caused the Congress to extend unemployment payments well beyond the 26 weeks
that had been established as the maximum length of compensation. Indeed, by 2011 Congress had
extended benefits to three years duration. The payroll tax does not produce sufficient revenues to
cover these extensions, so the Congress pays for extensions from general revenues. Nationwide,
benefits average about $350 per week. Critics of these extensions note that beneficiaries tend to
find jobs near the end of their compensation period, suggesting that compensation has encour-
aged unemployment. Extensions beyond six months suggest that unemployment compensation is
becoming a permanent welfare program rather than a temporary insurance program.

THE ALLEVIATIVE STRATEGY: PUBLIC ASSISTANCE

The Social Security and unemployment compensation programs were based on the insurance
strategy to prevent poverty, but in the Social Security Act of 1935 the federal government also
undertook to help the states provide public assistance to certain needy people. This strategy was
designed to alleviate the conditions of poverty. The original idea was to provide a minimum level
of subsistence to certain categories of needy adults—the aged, blind, and disabled—and to provide
for the care of dependent children.

Supplemental Security Income (SSI)

Supplemental Security Income (SSI) is a means-tested, federally administered income assistance
program that provides monthly cash payments to needy elderly (65 or older), blind, and disabled
people. A loose definition of “disability”—including alcoholism, drug abuse, and attention defi-
ciency among children—has led to a rapid growth in the number of SSI beneficiaries.

Medicaid

Medicaid is a joint federal-state program that provides health services to low-income Americans.
Women and children receiving public assistance benefits qualify for Medicaid, as does anyone who
gets cash assistance under SSI. States can also offer Medicaid to the “medically needy”—those who
face crushing medical costs but whose income or assets are too high to qualify for SSI or Temporary
Assistance for Needy Families, including pregnant women and young children not receiving other
aid. Medicaid also pays for long-term nursing home care, but only after beneficiaries have used up
virtually all of their savings and income.

SCHIP

The State Children’s Health Insurance Program (SCHIP) provides federal grants to the states to
extend health insurance to children who would not otherwise qualify for Medicaid. The program is
generally targeted toward families with incomes below 200 percent of the poverty level. But each
state may set its own eligibility limits, and each state has flexibility in the administration of the
program.
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Food Stamps (SNAP)

The food stamp program provides low-income households with SNAP cards (Supplemental
Nutrition Assistance Program) that can be used to purchase food and groceries sufficient for a
nutritious family diet. The program is overseen by the federal government but is administered by
the states.

Temporary Assistance for Needy Families (TANF)

Today the cash assistance program is a federal block grant to the states for needy families with
dependent children. A result of welfare reform legislation passed by a Republican-controlled
Congress in 1996 and signed by President Bill Clinton, this program replaced Aid to Families
with Dependent Children (AFDC). Adults receiving TANF cash benefits are required to begin
working within two years of receiving aid. States may exempt from this work requirement a parent
of a child 12 months of age or younger. Federal funds cannot be used for adults who have received
welfare for more than five years, although state and local funds can be used. States can exempt up to
20 percent of their caseload from this time limit. States can also opt to impose a shorter time limit
on benefits. None of the funds can be used for adults who do not work after receiving welfare for two
vyears. In addition, states have the option to deny welfare to unwed parents under age 18 unless
they live with an adult and attend school.

WELFARE REFORM

Developing a rational strategy to assist the poor is hampered by the clash of values over individual
responsibility and social compassion. As Harvard sociologist David Ellwood explains:

Welfare brings some of our most precious values—involving autonomy, responsibility,
work, family, community and compassion—into conflict. We want to help those who
are not making it but in so doing, we seem to cheapen the efforts of those who are strug-
gling hard just to get by. We want to offer financial support to those with low incomes,
but if we do we reduce the pressure on them and their incentive to work. We want to
help people who are not able to help themselves, but then we worry that people will not
bother to help themselves. We recognize the insecurity of single-parent families but, in
helping them, we appear to be promoting or supporting their formation.’

The social insurance programs that largely serve the middle class (Social Security, Medicare,
unemployment compensation) are politically popular and enjoy the support of large numbers of
politically active beneficiaries. But public assistance programs that largely serve the poor (cash aid,
SSI, food stamps, Medicaid) are far less popular and are surrounded by many controversies.

Public Policy as a Cause of Poverty?

Can the government itself encourage poverty by fashioning social welfare programs and policies
that destroy incentives to work, encourage families to break up, and condemn the poor to social
dependency?

Poverty in America steadily declined from 1950, when about 30 percent of the population was
officially poor, to 1970, when about 12 percent of the population was poor. During this period of
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progress toward the elimination of poverty, government welfare programs were minimal. But the
downward trend in poverty ended in the 1970s and early 1980s (see Figure 7-2). This was a period
in which AFDC payments were significantly increased and eligibility rules were relaxed. The food
stamp program was initiated in 1965 and became a major new welfare benefit. Medicaid was initi-
ated in the same year and by the late 1970s became the costliest of all welfare programs. Federal
aid to the aged, blind, and disabled were merged into a new SSI program (Supplement Security
Income), which quadrupled in numbers of recipients. Policymakers became obliged to consider the
possibility that policy changes—new welfare programs, expanded benefits, and relaxed eligibility
requirements—contributed to increased poverty.?

Welfare Reform Politics

A consensus grew over the years that long-term social dependency had to be addressed in welfare
policy. The fact that most nonpoor mothers work convinced many liberals that welfare mothers
had no special claim to stay at home with their children. And many conservatives acknowledged
that some transitional assistance—education, job training, continued health care, and day care for
children—might be necessary to move welfare mothers into the work force.

Although President Bill Clinton had promised “to end welfare as we know it,” it was the
Republican-controlled Congress elected in 1994 that proceeded to do so. The Republican-
sponsored welfare reform bill ended the 60-year-old federal “entitlement” for low-income families
with children—the venerable Aid to Families with Dependent Children (AFDC) program. In its
place the Republicans devised a “devolution” of responsibility to the states through federal block
grants— Temporary Assistance to Needy Families—lump sum allocations to the states for cash
welfare payments with benefits and eligibility requirements decided by the states. Conservatives
in Congress imposed tough-minded “strings” to state aid, including a two-year limit on continuing
cash benefits and a five-year lifetime limit; a “family cap” that would deny additional cash benefits
to women already on welfare who bear more children; the denial of cash welfare to unwed parents
under 18 years of age unless they live with an adult and attend school. President Clinton vetoed
the first welfare reform bill passed by Congress in early 1996, but later he reversed himself and
signed the welfare reform act establishing the Temporary Assistance to Needy Families program
(described earlier). Food stamps, SSI, and Medicaid were continued as federal “entitlements.”

Evaluation: Is Welfare Reform Working?

If welfare reform is evaluated in terms of the numbers of people receiving cash welfare payments,
then TANF has been a stunning success. Welfare recipients dropped by two-thirds in the years
following welfare reform (see Figure 7—4). Yet during this same period recipients of food stamps,

SSI, and Medicaid increased.

Continuing Welfare Needs

While nearly everyone agrees that getting people off of welfare rolls and onto payrolls is the main
goal of reform, there are major obstacles to the achievement of this goal. First of all, a substan-
tial portion (perhaps 25 to 40 percent) of long-term welfare recipients have handicaps—physical
disabilities, chronic illnesses, learning disabilities, alcohol or drug abuse problems—that prevent
them from holding a full-time job. Many long-term recipients have no work experience (perhaps
40 percent), and two-thirds of them did not graduate from high school. Almost half have three or
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FIGURE 7-4 Evaluating Welfare Reform Since the passage of welfare reform in 1996, the numbers
of people receiving cash benefits have declined dramatically. The “Great Recession” beginning in 2008
has brought a modest increase in TANF recipients.

SOURCE: U.S. Department of Health and Human Services.

more children, making daycare arrangements a major obstacle. It is unlikely that any counseling,
education, job training, or job placement programs advocated by liberals could ever succeed in
getting these people into productive employment. Policymakers argue whether there are 4 million
jobs available to unskilled mothers, but even if there are such jobs available, they would be low-
paying, minimum-wage jobs that would not lift them out of poverty.

THE WORKING POOR

Significant numbers of people who work part-time or even full-time still fall below the poverty
line. These “working poor” constitute about 10 percent of the nation’s work force.

The Minimum Wage

The Fair Labor Standards Act of 1937, an important part of President Franklin D. Roosevelt’s New
Deal, set a standard 40-hour workweek and minimum hourly wage for American workers. Congress
periodically raises the minimum wage. (For 2011 the federal minimum wage is set at $7.15 per hour.)
Over time, however, larger numbers of workers have become independent “contractors” or “managers”
or other classifications of employees that fall outside the protection of federal wage and hour laws.

The Earned Income Tax Credit

Low-income workers in America currently benefit more from the Earned Income Tax Credit
(EITC) than the minimum wage. The EITC was enacted in 1975 to provide an incentive to work.
The credit does more than eliminate the burden of the federal income tax for low-income people;
rather, it results in a “refund” check for those who claim and qualify for the credit. (In 2011 families
with two or more children and incomes below $45,373 qualified for the credit and received a check
from the government.) The maximum check in 2011 was $4,915. The EITC may be thought of as
a “negative income tax.” It results in government payments to low-income workers.

The EITC is now the largest means-tested program other than Medicaid. Over 20 million
families receive EITC checks. Nonetheless, it is estimated that about one-third of qualifying
families fail to take advantage of their EITC benefits.
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HOMELESSNESS AND PUBLIC POLICY

Homeless “street people” may be the most visible social welfare problem confronting the nation.
The homeless suffer exposure, alcoholism, drug abuse, and chronic mental illness while wander-
ing the streets of the nation’s larger cities. No one really knows the true number of homeless.” The
issue has become so politicized that an accurate assessment of the problem and a rational strategy for
dealing with it have become virtually impossible. The term homeless is used to describe many different
situations. There are the street people who sleep in subways, bus stations, parks, or the streets. Some
of them are temporarily traveling in search of work; some have left home for a few days or are youth-
ful runaways; others have roamed the streets for months or years. There are the sheltered homeless who
obtain housing in shelters operated by local governments or private charities. As the number of shel-
ters has grown in recent years, the number of sheltered homeless has also grown. But most of the shel-
tered homeless come from other housing, not the streets. These are people who have been recently
evicted from rental units or have previously lived with family or friends. They often include families
with children; the street homeless are virtually all single persons.

Who Are the Homeless?

Among all homeless, both street people and sheltered homeless, single men make up 41 percent,
families with children 44 percent, single women 13 percent, and unaccompanied youth 5 percent.!®
Among single people living on the streets, close to half are chronic alcohol and/or drug abusers,
and an additional one-fourth to one-third are mentally ill. Families with children are found among
the sheltered homeless, and many of the sheltered homeless are employed. The sheltered homeless
remain for an average of six months. Single street people may remain homeless for years.

Public Policy as a Cause of Homelessness

The current plight of many of the street homeless is a result of various “reforms” in public pol-
icy, notably the “deinstitutionalization” of care for the mentally ill and the “decriminalization” of
vagrancy and public intoxication.

Deinstitutionalization

Deinstitutionalization was a reform advanced by mental health care professionals and social welfare
activists in the 1960s and 1970s to release chronic mental patients from state-run mental hospitals.
It was widely recognized that aside from drugs, no psychiatric therapies have much success among
the long-term mentally ill. Drug therapies can be administered on an outpatient basis; they usually
do not require hospitalization. So it was argued that no one could be rightfully kept in a mental
institution against his or her will; people who had committed no crimes and who posed no danger
to others should be released. Federal and state monies for mental health were to be directed toward
community mental health facilities that would treat the mentally ill on a voluntary outpatient basis.

Decriminalization

“Vagrancy” and public intoxication are no longer crimes. Involuntary confinement has been
abolished for the mentally ill and for substance abusers, unless a person is adjudged in court to be
“a danger to himself or others,” which means a person must commit a serious act of violence before
the courts will intervene. For many homeless this means the freedom to “die with their rights on.”
The homeless are victimized by cold, exposure, hunger, the availability of alcohol and illegal drugs,
and violent street crimes perpetrated against them, in addition to the ravages of their illness itself.
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The Failure of Community Care

Community-based care is largely irrelevant to the plight of the chronic mentally ill and alcohol
and drug abusers in the streets. Many are “uncooperative”; they are isolated from society; they
have no family members or doctors or counselors to turn to for help. For them, community care
is a Salvation Army meal and cot; a night in a city-run refuge for the homeless; or a ride to the
city hospital psychiatric ward for a brief period of “observation,” after which they must be released
again to the streets. The nation’s vast social welfare system provides little help. They lose their
Social Security, welfare, and disability checks because they have no permanent address. They

cannot handle forms, appointments, or interviews; the welfare bureaucracy is intimidating.

SUMMARY

A rational approach to social welfare policy requires
a clear definition of objectives, the development of
alternative strategies for achieving them, and a careful
comparison and weighing of the costs and benefits
of each. But there are seemingly insurmountable
problems in developing a completely rational policy:

1. Contrasting definitions of poverty constitute
one obstacle to rational policymaking. Official
government sources define poverty in terms
of minimum dollar amounts required for
subsistence. In recent years about 12 to 15
percent of the population has fallen below the
official poverty line. Latent poverty refers to
people who would fall below the poverty line
in the absence of government assistance; about
20 percent of the population falls within this
definition of poverty. Net poverty refers to
people who remain poor even after receiving
government assistance; about 8 percent of the
population falls within this definition.

2. Contrasting explanations of poverty also
make it difficult to formulate a rational
policy. Is poverty a product of a lack of
knowledge, skills, and training? Or recession
and unemployment? Or a culture of poverty?
Certainly the disintegration of the traditional
husband—wife family is closely associated with
poverty. How can the government devise a
rational policy to keep families together, or at
least not encourage them to dissolve?

3. Government welfare policies themselves may
be a significant cause of poverty. Poverty in
America had steadily declined before the
development of Great Society programs, the
relaxation of eligibility requirements for welfare
assistance, and the rapid increase of welfare
expenditures in the 1970s. To what extent do
government programs themselves encourage

social dependency and harm the long-term
prospects of the poor?

. The social insurance concept was designed as

a preventive strategy to insure people against
indigence arising from old age, death of a
family breadwinner, or physical disability. But
the Social Security “trust fund” idea remains in
name only. Today each generation of workers
is expected to pay the benefits for the next
generation of retirees.

. Unemployment compensation was designed

as a temporary partial replacement of wages
for involuntarily unemployed wotkers. But
Congress has extended unemployment
payments well beyond the 26 weeks that most
states had established as the maximum length
of compensation.

. The federal government also pursues an

alleviative strategy in assisting the poor with

a variety of direct cash and in-kind benefit
programs. The SSI program provides direct
federal cash payments to the aged, blind, and
disabled. As a welfare program, SSI is paid
from general tax revenues, and recipients must
prove their need. The largest in-kind welfare
programs are federal food stamps and Medicaid.

. Welfare reform in 1996, including a two-year

limit on cash assistance and work and school
requirements, appeats to have reduced cash
welfare rolls substantially. But some people are
not capable of moving from welfare to work.

. “Rational” strategies sometimes

produce unintended consequences.
Deinstitutionalization of the mentally ill
and decriminalization of public intoxication
produced many homeless people. It is often
difficult to reach these people through
conventional welfare programs.
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Access to Health Care A free dental clinic in the Los Angeles Sports Arena in 2010 attracts thousands of patients. America
offers the highest quality of medical care in the world, but not everyone has equal access to it. President Obama’s comprehensive
health care reform act in 2010 includes an “individual mandate” that every person acquire health insurance by 2014 or face a tax
penalty. (© Wendy Stone/Corbis)




Health Care

Attempting a Rational-Comprehensive
Transformation

HEALTH CARE IN AMERICA

Can America transform its entire health care system according to a rational-comprehensive plan? In 2010
President Barack Obama and a Democratic-controlled Congress acted to transform health care in America
with the Patient Protection and Affordable Care Act. National health care had been attempted unsuc-
cessfully by past presidents, including Franklin D. Roosevelt, Harry Truman, and Bill Clinton. According
to President Obama: “Moving to provide all Americans with health insurance is not only a moral impera-
tive, but it is also essential to a more effective and efficient health care system.”! But the question remains
whether such a rational-comprehensive approach will improve the quality of health care in America, or
reduce its costs, or improve access to health care, or achieve any of these goals.

Perhaps the first obstacle to a rational approach in health care is to define the problem. Is it our goal to
have good health—that is, whether we live at all (infant mortality), or how well we live (days lost to sick-
ness), or how long we live (average lifespans)? Or is our goal to have good medical care—frequent visits to
the doctor, well-equipped and accessible hospitals, and equal access to medical care by rich and poor alike?

The first lesson in health policy is understanding that good medical care does not necessarily mean
good health. Good health correlates best with factors over which doctors and hospitals have no control:
heredity, lifestyle (smoking, obesity, drinking, exercise, worry), and the physical environment (sewage dis-
posal, water quality, conditions of work, and so forth). Most of the bad things that happen to people’s health
are beyond the reach of doctors and hospitals. In the long run, infant mortality, sickness and disease, and
life span are affected very little by the quality of medical care. If you want a long, healthy life, choose par-
ents who have lived a long, healthy life, and then do all the things your mother always told you to do: don’t
smoke, don’t drink, get lots of exercise and rest, don’t overeat, relax, and don’t worry.

Leading Causes of Death

Historically, most of the reductions in infant and adult death rates have resulted from public health and sanita-
tion, including immunization against smallpox, clean public water supply, sanitary sewage disposal, improved
diets, and increased standards of living. Many of the leading causes of death today (see Table 8-1), including
heart disease, stroke, cancer, accidents, and suicides, are closely linked to personal habits and lifestyles.
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TABLE 8-1 Leading Causes of Death® Many of the leading causes of death today are closely linked to personal
habits and life styles; the overall death rate has declined significantly since 1960.

1960 1970 1980 1990 2000 2008
Heart disease 369.0 362.0 3343 289.0 2517.5 203.1
Stroke (cerebrovascular) 108.0 101.9 80.5 57.9 60.2 44.0
Cancer 149.2 162.8 181.9 201.7 200.5 186.2
Accidents 52.3 56.4 48.4 313 33.9 39.9
Pneumonia 37.3 30.9 26.7 31.3 24.3 18.5
Diabetes 16.7 18.9 15.5 19.5 24.9 23.2
Suicide 10.6 11.6 12.5 12.3 10.3 11.8
Homicide 4.7 8.3 9.4 10.2 5.8 5.9
AIDS/HIV — — — 9.6 5.4 4.0
Alzheimer’s disease — — — — 21.8 27.1

#Deaths per 100,000 population per year.
SOURCE: Statistical Abstract of the United States, 2010, p. 86. Updated at Center for Disease Control, www.cdc.gov/nchs

Costs and Benefits: Cross-National Comparisons

The United States spends more of its resources on health care than any other advanced industri-
alized nation, yet it ranks below other nations in many key measures of the health of its people
(see Figure 8-1). Life expectancy in the United States is lower, and the infant death rate is higher,
than in many of these nations. The United States offers the most advanced and sophisticated
medical care in the world, attracting patients from countries that rank ahead of us in these com-
mon health measures. The United States is the locus of the most advanced medical research in
the world, drawing researchers from all over the world. This apparent paradox—the highest qual-
ity medical care, combined with poor health statistics for the general public—suggests that our
nation’s health care problems center more on access to care, education, and prevention of health
problems than on the quality of care available.

Health Care Costs

The United States spends over $2 trillion on health care each year—over $7,000 per per-
son. These costs represent nearly 16 percent of the GDP and they are growing rapidly. It
is estimated that by 2017 almost 20 percent of the GDP—more than $4 trillion—will be
spent on health care. The enactment of the Medicare and Medicaid programs in 1965 and
their rapid growth since then contribute to this inflation of health care costs. But there are
many other causes as well. Advances in medical technology have produced elaborate and
expensive equipment. Hospitals that have made heavy financial investment in this equip-
ment must use it as often as possible. Physicians trained in highly specialized techniques
and procedures wish to use them. The threat of malpractice suits forces doctors to practice
“defensive medicine”—to order multiple tests and consultations to guard against even the most
remote medical possibilities. Pharmaceutical companies have driven up spending for drugs by
advertising expensive brand-name prescription drugs on television, encouraging patients to ask
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FIGURE 8-1 Health Care Costs and Benefits: A Cross-National Comparison The United States spends a
larger proportion of its GDP on health care than any other nation, yet people in other nations enjoy better
overall health than Americans.

SOURCE: Statistical Abstract of the United States, 2010, pp. 827, 824.

their doctors for these drugs. (Prior to 1997 direct advertising for prescription drugs was not per-
mitted.) Cheaper generic versions of the same drugs receive no such publicity.

An Aging Population

In the not-too-distant future, an aging population (see Figure 8-2) will drive up medical care costs
to near astronomical figures. Currently, one-third of all health care expenditures benefit the aged.

Medical Care as a Right

Americans now generally view access to medical care as a right. No one should be denied medical
care or suffer pain or remedial illness for lack of financial resources. There is widespread agreement
on this ethical principle. The tough questions arise when we seek rational strategies to implement it.

INCREMENTAL STRATEGIES: MEDICARE, MEDICAID, SCHIP

America’s national health care policy traditionally reflected an incremental approach. Medicare
was enacted in 1965 as an amendment to the Social Security Act of 1935, and it represented an
extension of the social insurance principle. It covers persons 65 and over regardless of income.
Hospital care is covered from premiums added to the Social Security payroll tax; physician

163



164

Chapter 8 Health Care

75—
70—
65—

Population 65 Years of Age and Older

60 —
55—
50—

Millions of People

45 —
40 —

35—

30 | | | | | | |
2000 2005 2010 2015 2020 2025 2030

Year

FIGURE 8-2 The Aging of America Increases in the nation’s aged population increase
health care costs and threaten to exhaust Medicare funds.
SOURCE: U.S. Census Bureau Projections of the Population by Selected Age Groups. www.census.gov

services are covered from modest premiums deducted from recipients of Social Security checks.
Medicaid was enacted at the same time to provide health care for the poor. It represented an
extension of the federally-aided state welfare programs begun in the 1930s. A State Child Health
Insurance Program was added in 1997, with bipartisan support in Congress. It offered grants to
states to provide health insurance for children whose family income was less than 200 percent of
the poverty level.

Medicare: Health Care as Government Insurance

Medicare provides prepaid hospital insurance and low-cost voluntary medical insurance for the
aged, directly under federal administration. Medicare includes HI—a compulsory basic health
insurance plan covering hospital costs for the aged, which is financed out of payroll taxes col-
lected under the Social Security system—and SMI—a voluntary, supplemental medical insurance
program that will pay 80 percent of “allowable” charges for physicians’ services and other medical
expenses, financed in part by contributions from the aged and in part by general tax revenues.

Only aged persons are covered by Medicare provisions. Eligibility is not dependent on income;
all aged persons eligible for Social Security are also eligible for Medicare. No physical examination
is required, and preexisting conditions are covered. The costs of SMI are so low to the beneficiaries
that participation by the elderly is almost universal.

Medicare requires patients to pay small initial charges or “deductibles.” The purpose is to
discourage unnecessary hospital or physician care. HI generally pays the full charges for the first
60 days of hospitalization each year after a deductible charge equivalent to one day’s stay; but many
doctors charge higher rates than allowable under SMI. Indeed, it is estimated that only about half
of the doctors in the nation accept SMI allowable payments as payment in full. Many doctors
bill Medicare patients for charges above the allowable SMI payments. Medicare does not pay for
eyeglasses, dental expenses, hearing aids, or routine physical examinations.
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Medicaid: Health Care as Welfare

Medicaid is the federal government’s largest single welfare program for the poor. Its costs now
exceed the costs of all other public assistance programs—including family cash assistance, SSI, and
the food stamp program. Medicaid was begun in 1965 and grew quickly.

Medicaid is a combined federal and state program. The states exercise fairly broad administra-
tive powers and carry almost half of the financial burden. Medicaid is a welfare program designed
for needy persons: no prior contributions are required, monies come from general tax revenues,
and most recipients are already on welfare rolls. Although states differ in their eligibility require-
ments, they must cover all people receiving federally funded public assistance payments. Most
states also extend coverage to other “medically needy”—individuals who do not qualify for public
assistance but whose incomes are low enough to qualify as needy.

States also help set benefits. All states are required by the federal government to provide inpa-
tient and outpatient hospital care, physicians’ services, laboratory services and X-rays, and nursing
and home health care. They must also develop an early and periodic screening, diagnosis, and
treatment program for all children under Medicaid. However, states themselves decide on the rate
of reimbursement to hospitals and physicians. Low rates can discourage hospitals and physicians
from providing good care. To make up for low payments, they may schedule too many patients in
too short a time, prescribe unnecessary tests and procedures to make treatment expensive, or shift
costs incurred in treating Medicaid patients to more affluent patients with private insurance.

SCHIP: Health Care for Children

Under the State Children’s Health Insurance Program (SCHIP) the federal government provides grants
to states to extend health insurance to children who would not otherwise qualify for Medicaid. The pro-
gram is generally targeted toward families with incomes below 200 percent of the poverty level. But each
state may set its own eligibility limits and has flexibility in the administration of the program. States may
expand their Medicaid programs to include children or develop separate child health programs.

HEALTH CARE MODIFICATIONS

Over the years significant modifications were made in both private and governmental insurance
programs.

Managed Care Programs

Skyrocketing costs caused both governments and private insurance companies to promote various
types of “managed care” programs. Both Medicare and Medicaid shifted many of their beneficiaries
to managed care programs.

Health maintenance organizations (HMOs) are the most common type of managed care pro-
gram. They try to control costs by requiring patients to use a network of approved doctors and
hospitals, and by reviewing what these “preferred” caregivers do. For example, a managed care
organization might insist that doctors prescribe cheaper generic drugs in place of brand-name
products. In many cases, patients must get the organization’s approval before undergoing opera-
tions or other treatments. And patients have to pay more to visit a doctor who is not in the net-
work. In contrast, under traditional “fee-for-service” health insurance plans, the patient chooses a
doctor, gets treated, and the bill is sent to the insurance company. The patient may have to pay a
deductible for a percentage of the total bill—a “co-pay.”
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Controversies over Managed Care

Efforts of private insurers and government to control costs created new political controversies. Many
of the cost-control regulations and restrictions instituted by insurance companies and HMO:s frustrate
both patients and physicians. For example, both doctors and patients complain that preapproval of
treatment by insurance companies removes medical decisions from the physician and patient and
places them in hands of insurance company administrators. Patients complain that HMO:s refuse to
allow them to see specialists, limit the number and variety of tests, and encourage doctors to minimize
treatment.

Patients’ Bill of Rights

The growth of managed care health plans, with their efforts to control costs, fueled
the drive for a “patients’ bill of rights.” The most common proposals are those allow-
ing patients to see specialists without first obtaining permission from a representative of
their health plan; provide emergency care without securing prior approval from their health
plan; allowing immediate appeal if the patient is denied coverage for a particular treat-
ment; and giving patients the right to sue their health plans for medical mistakes. Various
states have adopted these proposals. But the health care industry, including HMOs, argue that these
proposals increase the cost of health insurance and open health care providers to patients’ lawsuits.

Portability, Preexisting Conditions

People with preexisting conditions, such as heart disease, hypertension, or cancer, face formidable
problems in obtaining and keeping health insurance. Some modest reforms were enacted in 1996
when Congress guaranteed the “portability” of health insurance—allowing workers to maintain
their insurance coverage if they change jobs. Their new employer’s health insurance company
cannot deny them insurance for “preexisting conditions.” But the act did not bar increases in
premiums, nor did it require the coverage of preexisting conditions in new policies. The failure of
insurance companies to address the issue of preexisting conditions contributed heavily to support
for more comprehensive reforms.

Prescription Drug Costs

Prescription drugs are more costly in the United States than anywhere else in the developed world.
The American pharmaceutical industry argues that the higher prices that Americans pay help to
fund research on new drugs, and that drug price controls would curtail the development of new
and potentially life-saving drugs. Likewise, they argue that laws mandating the early expiration of
drug patents, or laws encouraging the use of generic competition, would adversely affect research
and development in pharmaceutics. In effect, Americans are being asked to subsidize drug research
that benefits the entire world.

Many Americans have resorted to importing drugs from Canada or other nations that
have much lower prices than those being charged in the United States. The Food and Drug
Administration contends that this practice is illegal. Drug companies claim that imported drugs
may not be safe, a highly dubious claim, inasmuch as they are the same drugs shipped by the
American drug companies to Canada and other nations.
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Prescription Drug Coverage Under Medicare

The long battle over adding prescription drug coverage to Medicare finally came to an end in 2003
when Congress passed and President George W. Bush signed such a bill. The bill was welcomed by
the AARP and most seniors, but it promises to significantly increase the costs of Medicare over the
long term. Prescription drugs have been covered by Medicaid since its inception.

THE HEALTH CARE REFORM MOVEMENT

Over the years health care reform efforts centered on two central concerns: controlling costs and
expanding access. These concerns are related: expanding access to Americans who are uninsured

and closing gaps in coverage increases spending, even while the other thrust of reform is to slow
the growth of overall health care costs.

The Single Payer Plan

Liberals have long pressed for a Canadian-style health care system in which the government would
provide health insurance for all Americans in a single national plan paid for by increases in taxes.
In effect, a single-payer plan would expand Medicare to everyone, not just the aged. The plan
boasts of simplicity, savings in administrative costs over multiple insurers, and direct federal con-
trol over prices to be paid for hospital and physician services and drugs. Single-payer universal
coverage would require major new taxes.

Medicaid,
13%

Medicare,
14%

Employer-sponsored
Group and Private
Insurance,

58%

Not Covered,
15%

FIGURE 8-3 Health Care Coverage and the
Uninsured in 2008

SOURCE: Statistical Abstract of the United States,
2008, p. 107.

167



168

Chapter 8 Health Care

America’s Reliance on the Private Market

“Socialized medicine” was never very popular with the American people. They enjoyed the fin-
est medical care in the world, with the most advanced treatments, state-of-the-art equipped
hospitals and clinics, the world’s best medical schools, and the best-trained medical specialists.
American pharmaceutical companies led the way in research and development of life-saving treat-
ments. The nation relied largely on the private market and individual choice in providing health
care. Employer-sponsored private health insurance, together with individually purchased policies,
covered over half of the population. Medicare covered the aged, and Medicaid covered the poor.
Over 85 percent of Americans were covered by private or government insurance (see Figure 8-3).
Heavy majorities of Americans expressed satisfaction in national polls with their own health care.

The Uninsured

Prior to health care reform, many working Americans and their dependents had no health insur-
ance; about 15 percent of the nation’s population. Many of these uninsured postponed or went
without needed medical care; many were denied medical care by hospitals and physicians except
in emergencies. Confronted with serious illness, many were obliged to impoverish themselves to
become eligible for Medicaid. Their unpaid medical bills, including emergency room visits, were
absorbed by hospitals or shifted to paying patients and their insurance companies. Many uninsured
people work for small businesses or were self employed or unemployed.

Costs Versus Qutcomes

As described earlier, overall health care costs in America amount to nearly 16 percent of the nation’s
GDP, the highest in the world. Yet the United States ranks well below other nations in many com-
mon measures of national health, including life expectancy and infant mortality (see Figure 8-1).
This discrepancy—the most expensive and highest quality medical care, together with poor health
statistics for the overall population—was widely attributed to America’s unequal access to health care.

HEALTH CARE TRANSFORMATION

President Barack Obama and a Democratic-controlled Congress acted to transform health care in
America with the Patient Protection and Affordable Care Act of 2010. Incremental change was
rejected in favor of a 2600 page rational-comprehensive plan.

America’s health care system will continue to rely primarily on private health insurance
companies. However, private insurers will no longer be permitted to deny insurance for preexisting
conditions, or to drop coverage when patients get sick, or to place lifetime limits on coverage.
Dependent children under age 26 can be covered under their parents’ insurance plan. These
particular reforms faced no serious opposition in Congress.

But many provisions in the lengthy bill stirred intense controversy. Republicans in both the
House of Representatives and the Senate were unanimous in their opposition to the overall bill.
Among its many provisions:

Individual Mandate. Every American will be required to purchase health insurance by 2014
or face a tax penalty up to 2.5 percent of their household income. The Internal Revenue Service is
charged with enforcing this individual mandate.
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Health Care Reform Becomes a Partisan Issue President Barack Obama
campaigned across America in support of a comprehensive health insurance
reform bill that Congress eventually enacted as the Patient Protection and
Affordable Care Act of 2010. Republicans in Congress were unanimous in their
opposition; they pledged to repeal it following their capture of control of the
House of Representatives in the midterm congressional elections. But it is
unlikely that outright repeal can be achieved with a Democratic-controlled
Senate and the threat of a presidential veto. House Republicans are now trying
to “defund” the Act—withholding appropriations required for its enforcement.
(© Martin H. Simon/Corbis)

Employer Mandate. Employers with 50 or more workers will be obliged to provide health
insurance to their employees. Companies that fail to do so will face substantial fines. Small
businesses are offered tax credits for offering their employees health insurance.

Medicaid Expansion. State Medicaid eligibility will be expanded to include all individuals
with incomes up to 133 percent of the federal poverty level. The federal government will initially
fund this new state mandate, but eventually the states must fund increasing shares of it themselves.

Health Insurance Exchanges. The federal government will assist states in creating
“exchanges” or marketplaces where individuals and small businesses can purchase health
insurance from private companies. Health plans offered through the exchanges must meet federal
requirements, including coverage for preventative care. Federal subsidies will be available for
individuals who earn between 133 and 400 percent of the federal poverty level. High risk pools
will be created to cover individuals with preexisting conditions.

Taxes. A surtax of 3.8 percent is imposed on personal investment income of individuals with
adjusted gross income of $200,000 or couples with adjusted gross income of $250,000 or more.
An excise tax is placed on high cost (“Cadillac”) private health care plans as well as on medi-
cal devices. New fees are imposed on health insurance companies and on brand-name drug
manufacturers.
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No “Public Option.” Congress rejected President Obama’s proposed “public option”—a
government-run nonprofit health insurance agency that would compete with private insurers.
The president had argued that a public option was necessary “to keep them honest” by offering
reasonable coverage at affordable prices. But critics warned that the public option threatened a
“government takeover” of the nation’s health care system. Over time private insurance companies
would lose out to the public program, eventually creating a single national health insurance system
or “socialized medicine.” Liberals in Congress were disappointed when the public option was

dropped from the bill.

Costs. President Obama argued that the cost of health care reform could be recovered in savings
from the existing health care system—"“a system that is currently full of waste and abuse.” The presi-
dent claimed that eliminating waste and inefficiency in Medicare and Medicaid could pay for most
of his plan. But critics doubt that such savings exist. Indeed, the proposal to cut waste and abuse in
Medicare inspired critics to claim that health care reform is coming at the expense of the elderly.

Controversy surrounds estimates of the true costs of the Act. The addition of 45 million
previously uninsured Americans into the nation’s health care system is likely to produce strains
on hospitals and physicians. Costs are likely to increase, and there is the possibility that health
care will be rationed. End-of-life care accounts for a substantial portion of total health care costs;
critics of the Act fear that such care will become the target of cost-cutters.

REPEALING “"OBAMACARE"”?

Republicans in Congress promised the repeal of “Obamacare.” But repeal is not a realistic option
with Barack Obama in possession of the presidential veto power. So opponents of the Patient
Protection and Affordable Care Act of 2010 must content themselves with efforts to revise the
law. Yet even this task is complicated by the many interlocking and interdependent provisions of
the health care system created by the Act.

The Constitutionality of the Individual Mandate

At the heart of Obamacare is a requirement that every American obtain health insurance. The
health insurance industry supports this provision; it generates customers, including younger and
healthier people. It also enables insurers to accept the risks of covering people with costly preexist-
ing conditions.

But Attorneys General in several states have undertaken legal action challenging the Act as an
unconstitutional expansion of federal power over the citizens of their states. The 10th amendment
to the Constitution states plainly “The powers not delegated to the United States by this
Constitution, nor prohibited by it to the States, are reserved to the States respectively, or to the
people.” Does the 10th Amendment carry any meaning in the twenty-first century? If Congress
can force Americans to buy a product, what remains of the notion of a national government of
limited and enumerated power?

Supporters claim that the mandate is justified under the Interstate Commerce Clause of
the Constitution. This Clause has historically been given broad interpretation by the Supreme
Court; Congress can regulate any economic activity that “taken in the aggregate substantially
affects interstate commerce.”? But the Supreme Court has also held that the Commerce Clause
cannot justify any federal regulation whatsoever. The Court has ruled that carrying a gun near
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a school does not significantly affect interstate commerce,’ and the Court overturned a law
making violence against women a federal crime on the same grounds.* Supporters of the Act
also claim that the mandate is constitutional because it is structured as a tax, which is autho-
rized under the 16th Amendment. The issue is likely to be decided by the U.S. Supreme Court.

Barring IRS Enforcement

Americans who do not purchase health insurance by 2014 are subject to a fine to be levied by the
IRS at tax time. The Act authorizes the IRS to determine who is not in compliance, to levy fines,
and to withhold the fines from tax refunds. Opponents in Congress may seek to prevent the IRS
from enforcing the law, perhaps by “defunding” the costs of administration. But President Obama
is pledged to veto any attempt to weaken the individual mandate or its enforcement.

State Participation in Exchanges

States are authorized by the Act to create health insurance exchanges to provide coverage for indi-
viduals and small businesses by pooling them into larger groups to purchase insurance from private
companies. States can refuse to participate, which might complicate the administration of a key
provision of the Act. But the federal government is authorized to step in where the states fail to
create these exchanges.

Conflict over Standards

Obamacare sets standards for health insurance plans acceptable in state health insurance
exchanges. The federal Department of Health and Human Services is authorized to decide what
medical treatments will be covered; it mandates coverage of emergency room visits, maternity
care, prescription drugs, hospitalization, and medical tests. Opponents are likely to press for maxi-
mum flexibility for the states in deciding what services should be included in the exchanges.

Medicaid Cost

The Act mandates that the states expand their Medicaid programs to include all children and
adults living in families with incomes under 133 percent of the federal poverty level. Some
Republican governors and attorneys general have challenged the constitutionality of this man-
date in federal court. Medicaid is the fastest rising cost in the budgets of state governments across
the country, and state lawmakers contend that they do not have the funds to cover this federal
mandate.

Medical Loss Ratio

The Act requires health insurance companies to abide by a “medical loss ratio”—a mandate that
companies spend 85 percent of the premiums they receive on clinical services and costs related
to the quality of care. Only 15 percent of premiums can go to administrative costs, advertising,
or profit. It is likely that insurance companies will be in near constant conflict with the federal
Department of Health and Human Services over the definition of medical costs versus administra-
tive and other costs.
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SUMMARY

The Patient Protection and Affordable Care Act
of 2010 represents an attempt to transform the
American health care system according to a rational-
comprehensive government plan. Prior to 2010, the
nation relied primarily on market-based, private,
employer-sponsored group and individual insurance,
together with Medicaid for the aged and Medicare
for the poor. These government programs were
amendments to the original Social Security Act of
1935 and represented incremental modifications of
social insurance and welfare programs. “Obamacare”
is a rational-comprehensive departure from previous
policy. It is true that Obamacare retains the private
insurance principle, but the federal government now
plays the leading role in deciding about health care
for all Americans.

1. Is the principal objective of health care policy
good health, as defined by lower death rates, less
illness, and longer life? Or is it access to good
medical care? If good health is the objective,
preventative efforts to change people’s personal
habits and lifestyles are more likely to improve
health than anything else. Many of the leading
causes of death—heart disease, stroke, cancer,
cirrhosis of the liver, accidents, and suicides—are
closely linked to personal habits and lifestyles.

2. The United States spends more of its economic
resources on health care than any other nation
in the world. Currently about 16 percent of
the nation’s GDP is devoted to health care, a
figure that appears to rise each year. An aging
population promises to drive up medical costs
even further.

3. The United States boasts of the finest medical
care in the world, the finest medical schools,
and the best-trained medical specialists. Yet
despite high costs and quality medical care,
the United States ranks well below many other
advanced nations in overall health statistics,
including life expectancy and infant mortality
rate.

4. Medicare was enacted in 1965 as an extension
of the nation’s Social Security program for
the aged. It includes a basic health insurance
plan covering hospital costs which is
financed out of payroll taxes collected under
Social Security payroll deductions. It also

includes a voluntary supplemental medical
insurance program that pays 80 percent of
government approved charges for physicians’
services and other medical expenses,
financed in part by contributions from

the aged.

. Medicaid is the federal government’s largest

single welfare program. Medicaid is a
federally aided, state-administered welfare
program designed for needy persons; no prior
contributions are required; financing comes
from general tax revenues. States pay about
half of the costs of Medicaid, and they have
considerable flexibility in its administration.
The federal government also provides grants to
states to extend health insurance to children
under the State Children’s Health Insurance
Program (SCHIP).

. Over the years, various incremental

modifications were made in both private and
government insurance programs, including the
growth of health management organizations
(HMOs) designed to control costs. Other
modest changes included a patient’s bill of
rights, portability of health insurance, and
prescription drug coverage under Medicare.

. But reformers continued to be concerned

with the plight of the uninsured. Employer-
sponsored private health insurance, together
with individually purchased policies, covered
over half of the population. Medicare
covered the aged, and Medicaid covered

the poot. Over 85 percent of the American
people were covered by either private or
government insurance. But about 15 percent
of the nation’s population were uninsured.

. President Barack Obama and a Democratic-

controlled Congress rejected incremental
change in favor of a rational-comprehensive
government plan—the Patient Protection
and Affordable Care Act of 2010. Among
its many provisions: an individual mandate
requiring every American to purchase
health insurance by 2014 or face a tax
penalty; a mandate that employers with 50
or more workers provide health insurance to
their employees; the mandated expansion of
Medicaid to include all individuals



with incomes up to 133 percent of the
federal poverty level; the creation of state
“exchanges” or marketplaces where
individuals and small businesses can
purchase government approved health
insurance from private companies. Congress
rejected President Obama’s proposal for a
“public option”—a government-run health
insurance agency that would compete with
private insurers.

9. Republicans in Congress were united in their
opposition to the Act. They pledged to repeal
“Obamacare” but that strategy is doomed to
failure as long as Barack Obama possesses
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in Congress may try to curtail funding for
various provisions of the Act, including IRS
enforcement of the tax penalties under the
individual mandate.

10. Several states have challenged the
constitutionality of the individual mandate.
They argue that Congress has no power
to force Americans to buy a product. But
supporters of the Act argue that it is a
constitutional exercise of congressional power
under the Interstate Commerce Clause of the
Constitution. The issue is likely to be decided
by the U.S. Supreme Court.

Apply what you learned in this chapter on MySearchLab (www.mysearchlab.com).

NOTES

1. President Barack Obama, Budget of the United
States Government 2010, p.28.

2. Gongdlez v. Raich 545 U.S. 1 (2005).

BIBLIOGRAPHY

3. U.S. v. Lopez 514 U.S. 549 (1995).
4. U.S. v. Morrison 529 U.S. 598 (2000).

BLuMENTHAL, Davip, and James Monro. Heart of
Power: Health Politics in the Owval Office, Berkeley:
University of California Press, 2010.

BonDENHEIMER, THOMAS S., and Kevin GRUMBACH.
Understanding Health Policy: A Critical Approach,
5th ed. New York: Lange, 2010.

Jacoss, Lawrence R., and TaeEDA SkocpoL. Health
Care Reform in American Politics, New York:
Oxford University Press, 2010.

WEB SITES

PateL, KenT, and Mark E. Rusaevsky. Health Care
in America: Separate and Unequal. New York: MLE.
Sharpe, 2008.

WeisserT, CAroL B., and WiLLiam G. WEISSERT.
Gouverning Health: the Politics of Health Policy,
3rd ed. Baltimore: Johns Hopkins University
Press, 2006.

HeaLTH INSURANCE ASSOCIATION OF AMERICA.
Lobby group for the health insurance industry
with research, reports, and news on health insur-
ance. www.hiaa.org

Karser NeTwork. Up-to-date information on health
care legislation with links to policy organizations,

public opinion polls, and advocacy groups. www.
kaisernetwork.org

RoserT Woob Jorunson Founparion. Leading research
foundation on health care issues. www.rwjf.org

U.S. CenTeR FOR Disease ConTtroL. Official site
with data on health topics A-Z. www.cdc.gov

173



Controversies over Testing Elementary school pupils in Forsyth County, North Carolina, taking a standardized test. Testing is a key
element of the No Child Left Behind Act passed in 2001. But continuing controversy surrounds standardized testing and its use for
evaluating schools and teachers. Critics of the Act contend that an emphasis on testing leads to a “test-taking” education rather
than broad preparation for life. Supporters argue that teachers and schools must be held accountable for student achievement.

(© Will & Deni McIntyre/Corbis)




Education
Group Struggles

MULTIPLE GOALS IN EDUCATIONAL POLICY

Perhaps the most widely recommended “solution” to the problems that confront American society is more and
better schooling. If there ever was a time when schools were expected only to combat ignorance and illiteracy,
that time is far behind us. Today, schools are expected to do many things: resolve racial conflict and inspire
respect for “diversity”; provide values, aspirations, and a sense of identity to disadvantaged children; offer vari-
ous forms of recreation and mass entertainment (football games, bands, choruses, cheerleading, and the like);
reduce conflict in society by teaching children to get along well with others and to adjust to group living; reduce
the highway accident toll by teaching students to be good drivers; fight disease and poor health through physical
education, health training, and even medical treatment; eliminate unemployment and poverty by teaching job
skills; end malnutrition and hunger through school breakfast, lunch, and milk programs; fight drug abuse and
educate children about sex; and act as custodians for teenagers who have no interest in education but whom we
do not permit either to work or to roam the streets unsupervised. In other words, nearly all the nation’s problems
are reflected in demands placed on the nation’s schools. And, of course, these demands are frequently conflicting.
Today over 55 million pupils attend preschool, grade school, and high school in America, about
49 million who attend public schools and about 6 million who attend private schools. Over 18 million
students are enrolled in institutions of higher education—community colleges, colleges, and universities.!

EDUCATIONAL ATTAINMENT

Educational attainment is measured by the years of schools completed, rather than by student knowledge.
In educational attainment, the nation has an enviable record, with 85 percent of the overall population
now graduating from high school and 28 percent graduating from college. Discrepancies between white and
black educational attainment have diminished (see Figure 9-1). High school graduation rates of blacks and
whites are nearing parity. Only Hispanic educational levels still appear to lag.

A college education is now fairly common. The white college graduation rate has reached 30 percent,
and the black college graduation rate nearly 20 percent. Again, the Hispanic rate seems to lag. As late as
2000, women’s educational attainment rates were below those of men. But that condition has changed;
today, women of all races have higher educational attainment rates than men.2
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FIGURE 9-1 Educational Attainments by Race Educational attainment has risen for all races
in the past three decades, with 85 percent of the overall population now graduating from high
school and 28 percent graduating from college.

SOURCE: Statistical Abstract of the United States, 2010, p. 149.

THE EDUCATIONAL GROUPS

Interest group activity in education involves a wide array of racial, religious, labor, and civil rights
organizations, as well as parents’, citizens’, and educational groups.

Parents and Citizens Versus Professionals

Many disputes over education pit parents’ and citizens’ groups against professional educators.
Citizens’ groups assert that schools are public institutions that should be governed by the local
citizenry through their elected representatives. This was the original concept in American public
education developed in the nineteenth century. But as school issues became more complex, the
knowledge of citizen school boards seemed insufficient to cope with the many problems confront-
ing the schools—teaching innovations, curricular changes, multimillion-dollar building programs,
special education programs, and so forth. In the twentieth century, the school superintendent and
his or her administrative assistants came to exercise more and more control over day-to-day opera-
tions of the schools. Theoretically, the superintendent only implements the policies of the board,
but in practice he or she has assumed much of the policymaking in education. The superintendent
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is a full-time administrator, receiving direct advice from attorneys, architects, accountants, and
educational consultants, and generally setting the agenda for school board meetings.

Professional Educators

Professional educators can be divided into at least three distinct groups. Numerically, the largest
group (2.5 million) is composed of schoolteachers. But perhaps the most powerful group is that of
professional school administrators, particularly the superintendents of schools. A third group consists
of the faculties of teachers’ colleges and departments of education at universities. This last group often
interacts with the state departments of education, diffuses educational innovations and ideologies to
each generation of teachers, and influences requirements for teacher certification within the states.

Teachers’ Unions

Most of the nation’s teachers are organized into either the older and larger National Education
Association (NEA), with about 2 million members, or the smaller but more militant American
Federation of Teachers (AFT). The NEA maintains a large Washington office and makes substantial
campaign contributions to political candidates. The AFT has a smaller membership, concentrated
in big-city school districts, but as an affiliate of the AFL-CIO it can call on assistance from orga-
nized labor. State and district chapters of both unions have achieved collective bargaining status in
most states and large urban school districts. The chapters have shut down schools to force conces-
sions by superintendents, board members, and taxpayers not only in salaries and benefits but also
in classroom conditions, school discipline, and other educational matters. Both educational groups
lobby Congress as well as the White House and other parts of the executive branch, particularly the
Department of Education (DOE). Indeed, the DOE was created in 1979 largely because of President
Carter’s campaign pledge to educational groups to create a separate education department.

Voters and Taxpayers

School politics at the community level differ from one community to another, but it is possible to
identify a number of political groups that appear on the scene almost everywhere. There is, first, the
small band of voters who turn out for school elections. On the average, only about 25 to 35 percent
of eligible voters bother to cast ballots in school elections. Voter turnout at school bond and tax
elections also demonstrates no groundswell of public interest in school affairs. Perhaps even more
interesting is the finding that the larger the voter turnout in a school referendum, the more likely
the defeat of educational proposals. In general, the best way to defeat a school bond referendum is
to have a large turnout. Proponents of educational expenditures are better advised not to work for a
large turnout but rather for a better-informed and more educationally oriented electorate.

Parents

Parents of schoolchildren are somewhat more likely to vote in school board elections. A few active
parents even attend school board meetings and voice their opinions. However, Parent—Teacher
Associations (PTAs) in most local communities are dominated by teachers and school administra-
tors. Only occasionally are local PTAs “captured” by disgruntled parents and turned into groups
opposed to administrative or school board policies.
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Parents are generally more supportive of taxing and spending for schools than nonparents,
including older voters who have already raised their children. Indeed, in many communities par-
ents of school-age children are pitted against older taxpayers in battles over school spending.

School Boards

School board members constitute another important group of actors in local school politics. They
are selected largely from among parents (often with ties to schoolteachers or administrators), as
well as among local civic leaders. There is some evidence that people who are interested in educa-
tion and have some knowledge of what the schools are doing tend to support education more than
do the less informed citizens.

Racial and Religious Groups

Because of the frequent involvement of racial and religious issues in education, such groups as the
National Association for the Advancement of Colored People (NAACP), the National Catholic
Education Conference, the American Jewish Congress, Americans United for the Separation of
Church and State, and the American Civil Liberties Union all become involved in educational
policy. These well-established national organizations have long led the battles in federal courts
over segregation and other racial issues in the schools, prayer and Bible reading in the schools, and
public financing of religious schools.

Community-based religious groups are often active on behalf of the restoration of traditional
moral values in local schools. Among the well-publicized issues of concern in these community
battles are sex education courses that imply approval of premarital sex, distribution of contracep-
tives in schools, and the teaching of evolution and the exclusion of creationism.

BATTLING OVER THE BASICS

Citizens’ groups with an interest in education—parents, taxpayers, and employers—have confronted
professional educators—school administrators, state education officials, and teachers’ unions—over
the vital question of what should be taught in public schools. Public sentiment is strongly in favor
of teaching the basic “three Rs” (“reading, ’riting, and 'rithmetic”), enforcing minimum standards
with tests, and even testing teachers themselves for their mastery of the basics. Parents are less
enthusiastic than professional educators about emotional growth, “getting along with others,” self-
expression and self-image, cultural enrichment, and various “innovative” programs of education.

The SAT Score Controversy

For many years critics of modern public education cited declining scores on standardized tests,
particularly the Scholastic Assessment Test (SAT), required by many colleges and universities,
as evidence of the failure of the schools to teach basic reading and mathematics skills. The SAT
scores declined significantly during the 1960s and 1970s, even as per pupil educational spending
was rising and federal aid to education was initiated (see Figure 9-2). Critics charged that the
nation was pouring money into a failed educational system; they pressed their case for a return to
the basics. (In 1996, the Scholastic Aptitude Test was replaced by the Scholastic Assessment Test.
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However, professional educators argued that declining SAT scores were really a function of
how many students took the test. During the years of declining scores, increasing numbers and pro-
portions of students were taking the test—students who never aspired to college in the past whose
test scores did not match those of the earlier, smaller group of college-bound test-takers.

A Nation at Risk

The decline in SAT scores ended in the 1980s. A “back to basics” citizens’ reform movement
in education was given impetus by an influential 1983 report by the National Commission on
Excellence in Education entitled “A Nation at Risk.”

The commission’s recommendations set the agenda for educational policy for many years.
Among the recommendations were these:

e A minimum high school curriculum of four years of English, three years of mathematics,
three years of social science, and one-half year of computer science

e  Four to six years of foreign language study beginning in the elementary grades
e  Standardized tests for achievement for all of these subjects
®  More homework, a seven-hour school day, and a 200- to 220-day school year
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e Reliable grades and standardized tests for promotion and graduation
e  “Performance-based” salaries for teachers and rewards for “superior” teaching

Improved Performance and Testing

In recent years SAT scores have improved somewhat. Improvement is likely a result of the move-
ment toward greater emphasis on basic skills and minimum competence testing in the schools.
Tests may be used as diagnostic tools to determine the need for remedial education, or minimum
scores may be required for promotion or graduation.

Professional educators have been less enthusiastic about testing than citizen groups and state
legislators. Educators contend that testing leads to narrow “test-taking” education rather than
broad preparation for life. That is, it requires teachers to devote more time to coaching students on
how to pass an exam rather than preparing them for productive lives after graduation.

Racial Conflict

Opposition to testing has also come from minority group leaders who charge that the tests are
racially biased. Average scores of black students are frequently lower than those of white students
on standardized tests, including the SAT (see Figure 9-3). Larger percentages of black students are
held back from promotion and graduation by testing than are white students. Some black leaders
charge that racial bias in the examination itself, as well as racial isolation in the school, contribute
to black—white differences in exam scores. Denying a disproportionate number of black students a
diploma because of the schools’ failure to teach basics may be viewed as a form of discrimination.
However, to date, federal courts have declined to rule that testing requirements for promotion or
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graduation are discriminatory, as long as sufficient time and opportunity have been provided for all
students to prepare for the examinations.

Dropout Rates

Another indicator of educational performance is the dropout rate. Yet school administrators differ
with most taxpayers on how to measure it. School administrators, seeking to minimize this embar-
rassing statistic, count only those students who are officially recorded as having stopped attending
school during the tenth, eleventh, or twelfth grade, as a percentage of total attendance in these
grades. This measure is very low, nationally between 4 and 5 percent. But the U.S. Census Bureau
measures the dropout rate as persons age 18 to 24 who are not attending school and have not graduated,
as a percentage of all 18- to 24-year-olds (see Figure 9-4). This is a much higher figure, nationally
about 13 percent. However measured, national dropout rates are declining very slowly.

Cross-National Comparisons

It is also possible to measure educational performance by comparing scores of American students
with those of students of other nations on common school subjects, notably math and science.
The results of one such study, published by the U.S. National Center for Educational Statistics,
are shown in Figure 9-5. The performance of the U.S. students can only be described as mediocre.
In the countries with top-petforming students, education appears to have a higher cultural prior-
ity; that is, education is highly valued in the family and society generally. Moreover, in all of the
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*Percentage of persons age 18-24 who are not attending school and have
not graduated from high school.

SOURCE: Statistical Abstract of the United States, 2010, p. 170.
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International Math Scores
Average Mathematics Score of Eighth Graders, 2007
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FIGURE 9-5 Educational Achievement: Cross-National Comparisons American students are
only mediocre compared to students of other nations in math and science.

SOURCE: National Center for Education Statistics.“Trends in International Mathematics and Science Study,”
December, 2008.
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The Federal Government’s Role in Education

top-performing nations, educational standards and testing are determined at the national level
rather than by states and school districts as in the United States. These international comparisons
appear to support efforts in the United States to develop national standards and national testing.
But educational groups in the states, as well as conservative groups fearing a “federal takeover” of
American education, generally resist the imposition of national standards.

THE FEDERAL GOVERNMENT’S ROLE IN EDUCATION

Traditionally, education in the United States was a community responsibility. But over the years,
state governments have assumed major responsibility for public education. The federal govern-
ment remains largely an interested spectator in the area of educational policy. While the U.S.
Supreme Court has taken the lead in guaranteeing racial equality in education and separating reli-
gion from public schools, the U.S. Congress has never assumed any significant share of the costs
of education. State and local taxpayers have always borne over 90 percent of the costs of public
elementary and secondary education; the federal share has never exceeded 10 percent. Similarly,
federal expenditures for higher education have never exceeded 15 percent of the total costs.
Nonetheless, the federal government’s interest in education is a long-standing one. In the famous
Northwest Ordinance of 1787, Congress offered land grants for public schools in the new territories and
gave succeeding generations words to be forever etched on grammar school cornerstones: “Religion,
morality, and knowledge, being necessary to good government and the happiness of mankind, schools,
and the means for education should ever be encouraged.” The earliest democrats believed that the saf-
est repository of the ultimate powers of society was the people themselves. If the people made mistakes,
the remedy was not to remove power from their hands but to help them in forming their judgment
through education. If the common people were to be granted the right to vote, they must be educated
for the task. This meant that public education had to be universal, free, and compulsory. Compulsory
education began in Massachusetts in 1852 and was eventually adopted by Mississippi in 1918.

Early Federal Aid

In 1862, the Morrill Land Grant Act provided grants of federal land to each state for the establish-
ment of colleges specializing in agricultural and mechanical arts. These became known as land-grant
colleges. In 1867, Congress established a U.S. Office of Education; in 1979, a separate, cabinet-level
Department of Education was created. The Smith-Hughes Act of 1917 set up the first program of
federal grants-in-aid to promote vocational education, enabling schools to provide training in agri-
culture, home economics, trades, and industries. In the National School Lunch and Milk programs,
begun in 1946, federal grants and commodity donations were made for nonprofit lunches and milk
served in public and private schools. In the Federal Impacted Areas Aid program, begun in 1950,
federal aid was authorized for “federally impacted” areas of the nation. These are areas in which fed-
eral activities create a substantial increase in school enrollments or a reduction in taxable resources
because of a federally owned property. In response to the Soviet Union’s success in launching the
first satellite into space in 1957, Congress became concerned that the American educational sys-
tem might not be keeping abreast of advances being made in other nations, particularly in science
and technology. In the National Defense Education Act of 1958, Congress provided financial aid
to states and public school districts to improve instruction in science, mathematics, and foreign
languages. Congress also established a system of loans to undergraduates, fellowships to graduate
students, and funds to colleges—all in an effort to improve the training of teachers in America.
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ESEA
The Elementary and Secondary Education Act (ESEA) of 1965 established the single largest fed-

eral aid to education programs. “Poverty-impacted” schools were the principal beneficiaries of
ESEA, receiving instructional materials and educational research and training. Title I of ESEA
provided federal financial assistance to “local educational agencies serving areas with concentra-
tions of children from low-income families” for programs “which contribute particularly to meet-
ing the special needs of educationally deprived children.”

Educational Block Grants

Early in the Reagan administration, the Education Consolidation and Improvement Act of 1981
consolidated ESEA and other federal educational grant programs into single block grants for states
and communities. The purpose was to give states and local school districts greater discretion over
the use of federal educational aid. Title I educational aid was retained, but greater flexibility in its
use was given to local school officials.

Head Start

The most popular federal educational aid program is Head Start, which emerged from President
Lyndon B. Johnson’s “War on Poverty” in the 1960s to provide special preschool preparation to
disadvantaged children before they enter kindergarten or first grade. Over the years it has enjoyed
great popularity among parents, members of Congress, and both Republican and Democratic
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FIGURE 9-6 Public School Spending per Pupil Average spending in public schools has
risen dramatically to over $10,000 per pupil, suggesting that money alone cannot raise
student performance.

SOURCE: Digest of Education Statistics, National Center for Education Statistics, 2011.
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presidents. However, despite an avalanche of research by professional educators seeking to prove
the value of the program, the results can only be described as mixed at best. Much of the value
of Head Start preparation disappears after a few years of schooling; disadvantaged pupils who
attended Head Start do not perform much better in middle school than disadvantaged pupils who
did not attend. Nevertheless, Head Start remains politically very popular.

Educational Spending and Student Achievement

There is no reliable evidence that increased spending for public education improves student
achievement. Public elementary and secondary school spending per pupil has risen dramatically
over the years (see Figure 9-6). Yet SAT scores and other test measures of learning have failed to
improve significantly (see Figure 9-2). The apparent failure of money alone, including federal aid,
has directed the focus of educational improvement to new and sometimes controversial reforms.

NO CHILD LEFT BEHIND

At the urging of newly elected President George W. Bush, Congress passed comprehensive educa-
tional reform in the No Child Left Behind Act of 2001. While this act is officially only an amend-
ment to Title I of the Elementary and Secondary Education Act of 1965, it really redefined the
federal role in public education.

Testing

The No Child Left Behind Act (NCLB) relies primarily on testing as a means to improve perfor-
mance of America’s elementary and secondary schools. The preferred phraseology is “account-
ability”—requiring states to establish standards in reading and mathematics and undertaking
to annually test all students in grades 3—-8. (Testing under this act is in addition to the U.S.
Department of Education’s National Assessment of Educational Progress tests given each year to
a sample of public and private school students in the fourth, eighth, and twelfth grades; results of
these NAEDP tests are frequently cited as indicators of educational achievement for the nation.)
Among the goals of testing is to ensure that every child can read by the end of third grade.

Test results and school progress toward proficiency goals are published, including results broken
out by poverty, race, ethnicity, disability, and limited-English proficiency, in order to ensure that
no group is “left behind.” School districts and individual schools that fail to make adequate yearly
progress (AYP) toward statewide proficiency goals are to face “corrective action” and “restructur-
ing measures” designed to improve their performance. Student achievement and progress are mea-
sured according to tests that are given to every child. Annual report cards on school performance
give parents information about their child’s school and all other schools in their district.

Parental Choice

Parents whose children attend schools that fail to make adequate yearly progress are given the
opportunity to send their children to another public school or a public charter school within the
school district. The school district is required to use its own money for transportation to the new
school and to use Title I federal funds to implement school choice and supplemental educational
services to the students. The objective is to ensure that no pupil is “trapped” in a failing school,
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Educational Reform Remains on the Policy
Agenda President George W. Bush signs the No
Child Left Behind Act in 2001. The Act won bipar-
tisan support in the Congress including the late
Democratic Senator Ted Kennedy (standing left)
and the House Republican Leader John Boehner
(standing right). But influential groups, includ-
ing the National Education Association and the
American Federation of Teachers, oppose many of
the Act’s key provisions, including the use of stu-
dent achievement tests in evaluating schools and
teachers. (© Reuters/Corbis)

and in addition to provide an incentive for low-performing schools to improve. Schools that wish
to avoid losing students, along with a portion of their annual budgets typically associated with
these students, are required to make AYP. Schools that fail to make AYP for five years run the risk
of “restructuring.”

Flexibility

NCLB promises the states “flexibility in accountability.” It allows the states themselves to
design and administer the tests and decide what constitutes low performance and adequate
g p q
yearly progress. The Act does not impose national achievement standards; standards are set by

each state.

High-Stakes Testing

A number of states, including Texas and Florida, require all high school students, even after pass-
ing their courses, to pass a standardized statewide test to receive their diplomas. Supporters argue
that such high-stakes testing guarantees that high school graduates have at least mastered basic
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skills, that they can read and do mathematics, and that they are reasonably well prepared to enter
the work force or continue on to higher education. Opponents contend that it is unfair to students
who have already earned all of their high school credits to subject them to the added pressure of a
single test in order to obtain their diplomas. They also argue that with so much riding on the test
results for both teachers and students, there is a tendency in the classroom to focus narrowly on
basic drills rather than broader and more useful knowledge. And minority group leaders argue that
low-income and minority students fail these tests at disproportionate rates and are denied their
diplomas.

CONTROVERSIES OVER “NO CHILD"

Professional educators and teachers’ unions have been vocal critics of No Child Left Behind. The
federal drive for achievement testing may be popular among reformers, legislators, and parents, but
it is decidedly unpopular in educational circles.

Teaching to the Test

Critics of NCLB contend that an emphasis on testing leads to “test-taking” education rather than
broad preparation for life. Testing requires teachers to devote more time to coaching students on
how to pass an exam than on preparing them for productive lives after graduation. Many teach-
ers and school administrators have called for “multiple indicators” in lieu of test scores—allowing
schools to evaluate student progress through alternative means, such as graduation rates, student
“portfolios,” and subjective evaluations. Another common recommendation is to expand testing
to other subjects besides reading and mathematics—history and civics, for example.

Testing Teachers and Merit Pay

But while professional educators seek to modify the test-taking provisions of NCLB, others seek to
strengthen these provisions, including controversial proposals to test teachers themselves and to
base teachers’ merit pay on student improvement on standardized tests. If students are to be tested,
why not test teachers as well? Professional education groups strongly oppose teacher competency
tests on the grounds that standardized tests cannot really measure performance in the classroom.
The National Education Association and the American Federation of Teachers oppose both test-
ing teachers and merit pay based on test results. While most states test teachers prior to certifica-
tion, only a few states require all teachers to be tested. But where they have done so, the results
have been disquieting. Large numbers of veteran classroom teachers have failed the tests.

Punishing Poorly Performing Schools

Many educators object to punishing schools that fail to meet annual yearly progress (AYP) for
two or more years running. (Pupils in these schools must be given the opportunity to transfer to
higher-performing schools.) Rather, many educators would prefer an approach that emphasizes
additional aid to low-performing schools. But additional aid may be seen as a “reward” for poor
performance.
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Funding

Some supporters of NCLB complain that it is not adequately funded by either the federal govern-
ment or the states. The costs of implementation have not been fully funded by the federal govern-
ment, creating an “unfunded mandate” for states and school districts.

The Future of Educational Reform

Interest group conflict is likely to slow educational reform in the coming years. Teachers’ unions—the
National Education Association and the American Federation of Teachers—exercise considerable
influence in the Obama Administration, as well as within Democratic majorities in the House and
Senate. These unions have been highly critical of No Child Left Behind reforms. They generally
oppose educational evaluations based upon test results, teacher testing, merit pay for teachers based
on student performance, and school choice for parents whose children attend low-performing schools.

OBAMA EDUCATION AGENDA

The Obama Administration laid out an ambitious agenda for education—an agenda that envi-
sions spending additional billions of dollars of federal monies for a wide variety of programs.* The
bulk of this new spending is to go to poorer inner-city schools. Overseeing this new spending is
President Obama’s Secretary of Education, Arne Duncan, a longtime friend and adviser to the
president and a former chief executive of the Chicago Public Schools.

Teacher Performance

Among the many recommendations are several dealing with incentives to recruit teachers and
reward their performance. These proposals include the recruitment of new teachers through alter-
native certification programs and nontraditional channels. State education officials, colleges of
education, and teachers’ unions have traditionally been reluctant to certify as teachers people who
have not acquired a formal accreditation through colleges of education. Less controversial are pro-
posals to provide pay incentives to teachers who work in economically disadvantaged schools and
to those who teach math and science.

President Obama has also voiced support for tying teacher compensation to measures of stu-
dent performance. But education unions that supported Obama’s election vigorously oppose any
compensation schemes that are tied to student test results.

Standards and Assessments

Requiring states to develop and implement standards of student achievement—the idea behind
the No Child Left Behind Act—remains on the Obama agenda. It is likely, however, that addi-
tional measures of student performance will be added to the assessment of school success, includ-
ing problem-solving and critical thinking skills.

National Standards?

Under the current NCLB Act each state sets its own performance standards. States are required to
set “proficiency” standards in reading and mathematics, but each state defines for itself what “pro-
ficiency” means. Comparisons among schools within each state are possible, as well as comparisons
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among racial and ethnic groups within states; yearly progress of pupils in schools within states can
also be assessed. But a national system of standards and testing is required if we are to really evaluate
state efforts in education. President Obama’s Secretary of Education Arne Duncan has expressed
support for national standards. But states themselves, including many state education officials and
state legislators, have been cool to the notion of national testing. And teachers’ unions and profes-
sional educators have been cool to testing itself. So this combination of interests is likely to subvert
efforts to reform education through the adoption of national standards and testing.

Race to the Top

A key component of the Obama educational agenda is the Race to the Top—competition among
the states for federal grants based upon their adoption of various reforms. The criteria for receiving
Race to the Top grants include:

e Tying teacher and principal pay to student achievement in test scores
®  Adopting national benchmark standards and assessments for student achievement
¢  Finding effective programs to turn around failing schools

¢  Building data systems that measure student success and track students throughout their
educational careers

® Loosening legal requirements for charter schools

In practice, awards have been made to states with effective programs to turn around failing
schools and to states with meaningful teacher evaluation systems linked to student achievement.
Various reforms have been recommended as part of the competition—closing poor performing
schools and reopening them as charter schools or transferring pupils to higher performing schools;
evaluating students on “learning gains” observed in pre-and post-course exams; basing merit pay
on student gains; and eliminating seniority as a basis for teacher retention and pay increases. But
not all states have participated in the Race to the Top competition.

The Race to the Top is not without its critics. Teachers’ unions—the National Education
Association (NEA) and the American Federation of Teachers (AFT) and their state and local
affiliates—have been reluctant partners in state competition for Race to the Top money. The
unions generally oppose educational evaluations based on test results, teacher testing, merit pay for
teachers based on student performance, the closing of low performance schools, and the establish-
ment of charter schools. Yet support of the unions is one of the criteria the Obama administration
uses to judge state applications for funding. Another source of opposition is from state officials who
prefer to use their own student achievement standards rather than national standards, in part out
of fear of a “federal takeover” of education in America. But the “dumbing down” of state standards
is one of the concerns of reformers. Finally, educators worry that Race to the Top money may sim-
ply disappear into state budgets, rather than be directed specifically toward public schools.

PARENTAL CHOICE IN EDUCATION

Social science research suggests that educational performance is enhanced when the schools are
perceived by children to be extensions or substitutes for their family.”> Academic achievement
and graduation rates improve for all students, but especially for students from disadvantaged
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backgrounds, in schools where there is a high expectation of achievement, an orderly and dis-
ciplined environment for learning, an emphasis on basic skills, frequent monitoring of students’
progress, and teacher—parent interaction and agreement on values and norms. When parents
choose schools for their children, as in the case of private and Catholic schools, these values are
strengthened.®

Parental Choice

“Choice” is a key word in the movement to reform American education. Parental choice among
schools and the resulting competition among schools for enrollment is said to improve academic
achievement and graduation rates as well as increase parental satisfaction and teachers’ morale.
Principals and teachers are encouraged to work directly with parents to set clear goals, develop
specialized curricula, impose discipline, and demand more from the students. Choice plans are said
to do more than just benefit the parents who have the knowledge to choose schools wisely for their
children. They also send a message to educators to structure their schools to give parents what they
want for their children or risk losing enrollment and funding.’

Charter Schools

One way to implement parental choice is the charter school. Community educational groups sign
a “charter” with their school district or state educational authority to establish their own school.
They receive waivers from most state and school district regulations to enable them to be more
innovative; in exchange for this flexibility they promise to show specific student achievement.

Magnet Schools

Another common reform proposal is the magnet school. High schools might choose to specialize,
some emphasizing math and science, others the fine arts, others business, and still others voca-
tional training. Some schools might be “adopted” by business, professional organizations, or uni-
versities. Magnet schools, with reputations for quality and specialized instruction, are frequently
recommended for inner-city areas in order to attract white pupils and reduce racial isolation.

Educational Vouchers

A more controversial version of parental choice involves educational vouchers that would be
given to parents to spend at any school they choose, public or private. State governments would
redeem the vouchers submitted by schools by paying specified amounts—perhaps the equiva-
lent of the state’s per pupil educational spending. All public and private schools would compete
equally for students, and state education funds would flow to those schools that enrolled more
students. Competition would encourage all schools to satisfy parental demands for excellence.
Racial, religious, or ethnic discrimination would be strictly prohibited in any private or public
school receiving vouchers. Providing vouchers for private school education would be most effec-
tive for children from poor or disadvantaged homes. These children currently do not have the
same options as children from more affluent homes of fleeing the public schools and enrolling in
private academies.
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Yet there is strong opposition to the voucher idea, especially from professional school
administrators and state educational agencies. They argue that giving parents the right to move
their children from school to school disrupts educational planning and threatens the viability
of schools that are perceived as inferior. It may lead to a stratification of schools into popular
schools that would attract the best students and less popular schools that would be left with
the task of educating students whose parents were unaware or uninterested in their children’s
education. Other opponents of choice plans fear that public education might be undermined if
the choice available to parents includes the option of sending their children to private, church-related
schools. Public education groups are fearful that vouchers will divert public money from public
to private schools. And, finally, there is the constitutional issue of whether vouchers—notably
those given to parents who send their children to religiously affiliated schools—violate the First
Amendment’s prohibition against an “establishment of religion.” We will return to this topic
later in the chapter.

Vouchers Have Not Been Popular with Voters

In 1993 California voters soundly defeated a citizens’ initiative that promised to “empower par-
ents” by granting each schoolchild a “scholarship” (voucher) equal to about one-half of the aver-
age amount of state and local government aid per pupil in California. The money was to be paid
directly to the schools in which parents chose to enroll their children. Either public or private
schools could qualify as “independently scholarship-redeeming schools.”

Opposition groups, including the powerful California Teachers Association, argued that the
proposal would create “a two-tier system of schools, one for the haves, one for the have-nots.”
They portrayed vouchers as “an entitlement program offering wealthy families a private-school
subsidy for their children, paid for by the taxpayers,” noting that there was no means test for the
vouchers. Opponents warned that public education would suffer grievously if both money and
gifted students were removed from public schools.

BATTLES OVER SCHOOL FINANCES

Spending for education varies enormously across the United States. Nationwide over $10,000 per
year is spent on the public education of each child. Yet national averages can obscure as much as
they reveal about the record of the states in public education. In 2010, for example, public school
expenditures for each pupil ranged from nearly $15,000 in New Jersey to less than $6,000 in Utah.®
(See Table 5-5 in Chapter 5 for a ranking of the states in educational spending per pupil.) Why is
it that some states spend more than twice as much on the education of each child as other states?
Economic resources are an important determinant of a state’s willingness and ability to provide
educational services. Most of the variation among states in educational spending can be explained
by differences among them in economic resources (see Chapter 5).

Inequalities Among School Districts

Another issue in the struggle over public education is that of distributing the benefits and costs
of education equitably. Most school revenues are derived from local property taxes. In every state
except Hawaii, local school boards must raise money from property taxes to finance their schools.
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This means that communities that do not have much taxable property cannot finance their schools
as well as communities that are blessed with great wealth.

School Inequalities as a Constitutional Issue

Do disparities among school districts within a state deny “equal protection of laws” guaranteed by
the Fourteenth Amendment of the U.S. Constitution and similar guarantees found in most state
constitutions? The U.S. Supreme Court ruled that disparities in financial resources among school
districts in a state, and resulting inequalities in educational spending per pupil across a state, do not
violate the Equal Protection Clause of the Fourteenth Amendment. There is no duty under the
U.S. Constitution for a state to equalize educational resources within the state.’

However, in recent years state courts have increasingly intervened in school financing to
ensure equality among school districts based on their own interpretation of state constitutional
provisions. Beginning with an early California state supreme court decision requiring that state
funds be used to help equalize resources among the state’s school districts,'® many state courts have
pressured their legislatures to come up with equalization plans in state school grants to overcome
disparities in property tax revenues among school districts. State court equalization orders are gen-
erally based on state constitutional provisions guaranteeing equality. To achieve equity in school
funding among communities, an increasing number of state courts are ordering their legislatures to
substitute state general revenues for local property taxes.

PUBLIC POLICY AND HIGHER EDUCATION

State governments have been involved in higher education since the colonial era. State govern-
ments in the Northeast frequently made contributions to private colleges in their states, a prac-
tice that continues today. The first state university to be chartered by a state legislature was the
University of Georgia in 1794. Before the Civil War, northeastern states relied exclusively on
private colleges, and the southern states assumed the leadership in public higher education. The
antebellum curricula at southern state universities, however, resembled the rigid classical studies of
the early private colleges—Greek and Latin, history, philosophy, and literature.

Growth of Public Universities

It was not until the Morrill Land Grant Act of 1862 that public higher education began to make major
strides in the states. Interestingly, the eastern states were slow to respond to the opportunity afforded by
the Morrill Act to develop public universities. The southern states were economically depressed in the
post-Civil War period, and leadership in public higher education passed to the midwestern states. The
philosophy of the Morrill Act emphasized agricultural and mechanical studies rather than the classical
curricula of eastern colleges, and the movement for “A and M” education spread rapidly in the agricul-
tural states. The early groups of midwestern state universities were closely tied to agricultural education,
including agricultural extension services. State universities also took the responsibility for the training
of public school teachers in colleges of education. The state universities introduced a broad range of
modern subjects in the university curricula—business administration, agriculture, education, engineer-
ing. It was not until the 1960s that the eastern states began to emphasize public higher education, as
evidenced by the expansion of the huge, multicampus State University of New York.

Over 18 million students are currently enrolled in institutions of higher education. About
two-thirds of high school graduates enroll in college—universities, public and private; four-year
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TABLE 9-1 Higher Education in America Over 18 million people are
enrolled in more than 4,000 institutions of higher education.

Institutions
Four-year colleges and universities 2,615
Two-year colleges 1,677

Faculty (thousands) 1,290
Percent full-time 52

Enrollment (thousands)
Total 18,248
Four-year colleges and universities 11,630
Two-year colleges 6,618
Public 13,491
Private 4,757
Graduate 2,294
Undergraduate 15,604
Men 7,816
Women 10,432

SOURCE: Statistical Abstract of the United States, 2010, p. 173.

colleges; and two-year community colleges. Public higher education enrolls three-fourths of
these college and university students (see Table 9-1). Women outnumber men—57 to 43
percent—on college campuses nationwide.

Funding Higher Education

Tuition and fees paid by students and their families cover only a small portion of the total cost
of public higher education. The major sources of income for state colleges and universities and
community colleges are state and local government appropriations (see Table 9-2). The federal
government provides only about 16 percent of the costs of public higher education.

Traditionally, state appropriations made up the bulk of institutional revenue at public col-
leges and universities, but these appropriations are diminishing as a share of institutional revenue.
The result has been increased tuitions and increased efforts by public institutions to solicit private
donations from individuals and corporations.

Federal Aid

Although the federal government generally does not provide direct operational support to col-
leges and universities, federal funding for research contracts and grants is an important source of
revenue for some institutions. And of course federal revenue comes with strings attached. In order
for colleges and universities to participate in federally financed programs, they must comply with
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TABLE 9-2 Funding Public Higher Education State and local
governments provide the largest share of the income of public colleges
and universities.

Sources of income for public institutions!

Tuition and fees from students 16.5%
Federal government 15.8
State and local governments 31.2
Endowment/private gift income 1.8
Sales and other services 20.7
Other sources? 8.0

INot including capital improvement revenue.

2Including investment income, auxiliary services, and independent operations.
SOURCE: American Council on Education, A Brief Guide to U.S. Higher Education,
Washington, DC: ACE, 2007.

a wide range of requirements, including, for example, the Americans with Disabilities Act, laws
governing the responsible experimental use of both animals and people, and Title IX regulations
to ensure gender equity in intercollegiate athletics. Federal contracts and grants are closely moni-
tored by the various federal agencies that fund them.

Historically, the Morrill Act of 1862 provided the groundwork for federal assistance to higher
education. In 1890 Congress activated several federal grants to support the operations of the
land-grant colleges, and this aid, although very modest, continues today. The GI bills following
World War II and the Korean War (enacted in 1944 and 1952, respectively) were not, strictly
speaking, aid-to-education bills but rather a form of assistance to veterans to help them adjust
to civilian life. Nevertheless, these bills had a great impact on higher education because of the
millions of veterans who were able to enroll in college. Congress continues to provide educa-
tional benefits to veterans but at reduced levels from the wartime GI bills. The National Defense
Education Act of 1958 also affected higher education by assisting students, particularly in science,
mathematics, and modern foreign languages.

Today, the federal government directly assists many colleges and universities through grants
and loans for construction and improvement of facilities; and it supports the U.S. Military
Academy (West Point), U.S. Naval Academy (Annapolis), U.S. Air Force Academy (Colorado
Springs), U.S. Coast Guard Academy, U.S. Merchant Marine Academy, Gallaudet College, and

Howard University.

Student Assistance

A major source of federal aid for higher education comes to colleges and universities from vari-
ous forms of student assistance. Nearly half of all undergraduate students receive some form of
federal aid. Basic Educational Opportunity Grants (commonly called Pell Grants for their origi-
nal sponsor, U.S. Senator Claiborne Pell) provide college students in good standing with grants
based on what their families could be expected to pay. In addition, the federal government now
makes loans directly to students (Federal Direct Student Loan program) and to families (Federal
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Family Education Loans). The Obama administration federalized these student loan programs
in 2010; loans are now made directly by the U.S. Department of Education rather than by pri-
vate banks. Repayment usually does not begin until after the student graduates or leaves col-
lege. A Perkins Loan program extends this guarantee to students from very low-income families.
A Supplemental Educational Opportunity Grant program allows students to borrow from the
financial aid offices of their own universities. Finally, the College Work-Study program uses fed-
eral funds to allow colleges and universities to employ students part time while they go to school.

Federal Research Support

Federal support for scientific research has also had an important impact on higher education. In
1950 Congress established the National Science Foundation (NSF) to promote scientific research
and education. The NSF has provided fellowships for graduate education in the sciences, supported
many specific scientific research projects, and supported the construction and maintenance of sci-
entific centers. In 1965 Congress established a National Endowment for the Arts and a National
Endowment for the Humanities but funded these fields at only a tiny fraction of the amount given
to NSE In addition to NSE many other federal agencies have granted research contracts to uni-
versities for specific projects. Thus, with federal support, research has become a very big item in
university life.

“DIVERSITY” IN HIGHER EDUCATION

Most colleges and universities in the United States—public as well as private—identify “diversity”
as a goal, a term that refers to racial and ethnic representation in the student body and faculty.

Arguments over Diversity

University administrators as well as civil rights groups across the nation argue that students benefit
when they interact with others from different cultural heritages. There is some evidence that students
admitted under policies designed to increase diversity do well in their postcollege careers.!! And
there are claims that racial and ethnic diversity on the campus improves students’ “self-evaluation,”
“social historical thinking,” and “intellectual engagement.”

But despite numerous efforts to develop scientific evidence that racial or ethnic diversity on
the campus improves learning, no definitive conclusions have emerged. Educational research on
this topic is rife with political and ideological conflict. There is very little evidence that racial
diversity does in fact promote the expression of ideas on the campus or change perspectives or
viewpoints of students.

Diversity and Affirmative Action

Even if diversity provides any educational benefits, the question arises as to how to achieve it.
Diversity is closely linked to affirmative action programs on campuses throughout the nation.
When affirmative action programs are designed as special efforts to recruit and encourage quali-
fied minority students, they enjoy widespread public support. (See “Mass Opinion and Affirmative
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Action” in Chapter 11.) But when affirmative action programs include preferences or quotas for
racial minority applicants over equally or better-qualified nonminorities, public support disappears.
Respondents in national polls, both faculty and students, oppose “relaxing standards” in order to
add more minority students or faculty.!

Diversity as a Constitutional Question

The use of racial or ethnic classifications of applicants to colleges and universities in order to
achieve “diversity” raises serious constitutional questions. The Fourteenth Amendment to the
U.S. Constitution provides that “No State shall . . . deny to any person the equal protection of
the laws.” The Civil Rights Act of 1964, Title VI, prohibits discrimination based on race, color, or
national origin by recipients of federal financial assistance (see Chapter 11).

The U.S. Supreme Court has held that the Fourteenth Amendment requires that racial clas-
sifications be subject to “strict scrutiny.”’® This means that race-based actions by governments—
and any disparate treatment of racial or ethnic groups by federal, state, or local public agencies,
including colleges and universities—must be found necessary to advance a “compelling govern-
ment interest” and must be “narrowly tailored” to further that interest.

The U.S. Supreme Court held in 2003 that diversity may be a compelling government inter-
est because it “promotes cross-racial understanding, helps to break down racial stereotypes, and
enables [students] to better understand persons of different races.” This opinion was written by
Justice Sandra Day O’Connor in a case involving the University of Michigan Law School’s affir-
mative action program. In the 5—4 decision, Justice O’Connor, writing for the majority, said the
Constitution “does not prohibit the law school’s narrowly tailored use of race in admissions deci-
sions to further a compelling interest in obtaining the educational benefits of flow from a diverse
student body.”1*

However, in a companion case involving the University of Michigan’s affirmative action pro-
gram for undergraduate admissions, the Supreme Court held that the admissions policy was “not
narrowly tailored to achieve respondents’ asserted interest in diversity” and therefore violated
the Equal Protection Clause of the Fourteenth Amendment. The Court again recognized that
diversity may be a compelling interest but rejected an affirmative action plan that made race the
decisive factor for every minimally qualified minority applicant. “The University’s current policy,
which automatically distributes 20 points, or one-fifth of the points needed to guarantee admis-
sion, to every single underrepresented minority applicant solely because of race, is not narrowly
tailored to achieve the interest in educational diversity that the respondents claim justifies their
program.”1?

The Supreme Court restated its support for limited affirmative action programs that use race
as a “plus” factor, a position the court has held since the Bakke case in 1978 (see Chapter 11 “The
Supreme Court and Affirmative Action”). But the Court has consistently rejected numerical plans
or quotas that automatically reject white applicants.

Race-Neutral Approaches to Diversity

There are a variety of ways of achieving diversity without using racial preferences in the admission
of students. The U.S. Department of Education in the administration of President George W. Bush
cited (1) preferences based on socioeconomic status; (2) recruitment and outreach efforts targeted
at students from traditionally low-performing schools; and (3) admission plans for students who
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finish at the top of their high school classes without regard to their SAT or ACT scores.!6 Three
states— [exas, California, and Florida—ended racial preferences in college and university admis-
sions and substituted admission plans based on students’ standings among graduates of their high
schools. (Texas was ordered to end racial preferences by federal courts; California voters passed
a constitutional initiative, Proposition 209, requiring the state to end racial preferences (see
Chapter 14 “Mass Initiatives against Racial Preferences”); and Florida ended race-based admis-
sions by order of Governor Jeb Bush.) The Texas Top-10 Percent Plan not only admits any student
who graduates in the top 10 percent of their high school class but also considers hardships or
obstacles that an applicant may have been obliged to overcome (employment during school, rais-
ing children, etc.). Florida’s Talented Twenty Plan admits students to the state’s higher education
system who graduate in the top 20 percent of their high school class.

GROUPS IN HIGHER EDUCATION

There are many influential groups in public higher education—aside from the governors and legis-
lators who must vote the funds each year.

Trustees

First, there are the boards of trustees (often called regents) that govern public colleges and uni-
versities. Their authority varies from state to state, but in nearly every state they are expected
not only to set broad policy directions in higher education but also to insulate higher educa-
tion from direct political involvement of governors and legislators. Prominent citizens who are
appointed to these boards are expected to champion higher education with the public and the
legislature.

Presidents

Another key group in higher education is made up of university and college presidents and
their top administrative assistants. Generally, university presidents are the chief spokespersons
for higher education, and they must convince the public, the regents, the governor, and the
legislature of the value of state colleges and universities. The president’s crucial role is to main-
tain support for higher education in the state; he or she frequently delegates administrative
responsibilities for the internal operation of the university to the vice presidents and deans.
Support for higher education among the public and its representatives can be affected by a
broad spectrum of university activities, some of which are not directly related to the pursuit
of knowledge. A winning football team can stimulate legislative enthusiasm and gain appro-
priations for a new classroom building. University service-oriented research—developing new
crops or feeds, assessing the state’s mineral resources, advising state and local government agen-
cies on administrative problems, analyzing the state economy, advising local school authori-
ties, and so forth—may help to convince the public of the practical benefits of knowledge.
University faculties may be interested in advanced research and the education of future Ph.D.s,
but legislators and their constituents are more interested in the quality and effectiveness of
undergraduate teaching.
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Faculty

The faculties of the nation’s 4,000 colleges and universities traditionally identified themselves as
professionals with strong attachments to their institutions. The historic pattern of college and
university governance included faculty participation in policymaking—not only academic require-
ments but also budgeting, personnel, building programs, and so forth. But governance by faculty
committee has proven cumbersome, unwieldy, and time-consuming in an era of large-scale enroll-
ments, multimillion-dollar budgets, and increases in the size and complexity of academic adminis-
tration. Increasingly, concepts of public accountability, academic management, cost control, and
centralized budgeting and purchasing have transferred power in colleges and universities from fac-
ulties to professional academic administrators.

Full-time faculty are gradually being replaced by part-time “adjunct” faculty as a cost-
cutting measure in colleges and universities throughout the nation. To date, about half of all classes
nationwide are taught by adjunct faculty or graduate students, rather than full-time faculty members.
Traditionally, college and university faculty aspired to “tenure”—protection against dismissal
except for “cause,” a serious infraction of established rules or dereliction of duty, shown in quasi-
judicial administrative proceedings. Tenure was usually granted after five to seven years of satisfac-
tory performance. Part-time adjunct faculty and graduate students cannot acquire tenure, nor do
they usually receive medical, retirement, or other benefits.

Unions

The traditional organization of faculties has been the American Association of University
Professors (A AUP); historically, this group confined itself to publishing data on salaries and offi-
cially censuring colleges or universities that violate long-standing notions of academic freedom
or tenure. In recent years, the American Federation of Teachers (AFT) succeeded in convinc-
ing some faculty members that traditional patterns of individual bargaining over salaries, teaching
load, and working conditions in colleges and universities should be replaced by collective bargain-
ing in the manner of unionized labor. The growth of the AFT has spurred the AAUP on many
campuses to assume a more militant attitude on behalf of faculty interests. The AAUP remains the
largest faculty organization in the nation, but most of the nation’s faculties are not affiliated with

either the AAUP or the AFT.

Students

The nation’s 18 million students are the most numerous yet least influential of the groups directly
involved in higher education. Students can be compared to other consumer groups in society,
which are generally less well organized than the groups that provide goods and services. American
student political activism has been sporadic and generally directed toward broad national issues.
Most students view their condition in life as a short-term one; organizing for effective group action
requires a commitment of time and energy that most students are unwilling to subtract from their
studies and social life. Nonetheless, students’ complaints are often filtered through parents to state
legislators or university officials.

Students and their parents appear to be most concerned about rapidly rising tuitions at both
private and public institutions. The average tuition at private four-year universities rose from
$7,000 in 1985 to over $30,000 in 2008; the average tuition at public four-year universities rose



Reading, Writing, and Religion

from $1,400 to over $7,000 in that same period. Average tution at public two-year colleges is about
$2,050.17 State government support for higher education has not kept up with increased enroll-
ments and universities offer this explanation for their increases in tuition. Public universities now
compete vigorously with private colleges for the financial support of alumni and philanthropic
foundations.

Higher education in the United States is now open to virtually every high school gradu-
ate. Today about 64 percent of recent U.S. graduates enroll in a two-year or four-year college or
university.

READING, WRITING, AND RELIGION

The First Amendment of the Constitution of the United States contains two important guarantees
of religious freedom: (1) “Congress shall make no law respecting an establishment of religion . . . ”
and (2) “or prohibiting the free exercise thereof.” The due process clause of the Fourteenth
Amendment made these guarantees of religious liberty applicable to the states and their subdivi-
sions (including school districts) as well as to Congress.

“Free Exercise”

Most of the debate over religion in the public schools centers on the “no establishment” clause of
the First Amendment rather than the “free exercise” clause. However, it was respect for the “free
exercise” clause that caused the Supreme Court in 1925 to declare unconstitutional an attempt by
a state to prohibit private and parochial schools and to force all children to attend public schools.
In the words of the Supreme Court, “The fundamental theory of liberty upon which all govern-
ments in this Union repose excludes any general power of the state to standardize its children by
forcing them to accept instruction from public teachers only. The child is not the mere creature
of the state.”1® It is this decision that protects the entire structure of private religious schools in
this nation.

No “Establishment”

A great deal of religious conflict in America has centered on the meaning of the Establishment
Clause, and the public schools have been the principal scene of this conflict. One interpretation of
the clause holds that it does not prevent the government from aiding religious schools or encour-
aging religious beliefs in the public schools as long as it does not discriminate against any particular
religion. Another interpretation is that the clause creates a “wall of separation” between church
and state in America to prevent the government from directly aiding religious schools or encour-
aging religious beliefs in any way.

Government Aid to Church-Related Schools

The question of how much government aid can go to church schools and for what purposes is still
largely unresolved. Proponents of public aid for church schools argue that these schools render a
valuable public service by instructing millions of children who would have to be instructed by the
state, at great expense, if the church schools were to close. There seem to be many precedents for
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public support of religious institutions: church property has always been exempt from taxation,
church contributions are deductible from federal income taxes, federal funds have been appropri-
ated for the construction of hospitals operated by religious organizations, chaplains are provided
in the armed forces as well as in Congress, veterans’ programs permit veterans to use their educa-
tional subsidies to finance college educations at church-related universities, and so on.

Opponents of aid to church schools argue that free public schools are available to the parents
of all children regardless of religious denomination. If religious parents are not content with the
type of school that the state provides, they should expect to pay for the operation of religious
schools. The state is under no obligation to finance their religious preferences. Opponents also
argue that it is unfair to compel taxpayers to support religion directly or indirectly. The diversion
of any substantial amount of public funds to church schools would weaken the public school sys-
tem. The public schools bring together children of different religious backgrounds and by so doing
supposedly encourage tolerance and understanding. In contrast, church-related schools segregate
children of different backgrounds, and it is not in the public interest to encourage such segrega-
tion. And so the dispute continues.

The “Wall of Separation”

Those favoring government aid to church-related schools frequently refer to the language found in
several cases decided by the Supreme Court, which appears to support the idea that government can,
in a limited fashion, support the activities of church-related schools. In Everson v. Board of Education
(1947), the Supreme Court upheld bus transportation for parochial school children at public expense
on the grounds that the “wall of separation between church and state does not prohibit the state
from adopting a general program which helps all children.” Interestingly in this case, even though
the Court permitted the expenditure of public funds to assist children going to and from parochial
schools, it voiced the opinion that the Establishment Clause of the First Amendment should consti-
tute a “wall of separation” between church and state. In the words of the Court:

Neither a state nor the federal government can set up a church. Neither can pass laws which
aid one religion, aid all religions, or prefer one religion over another. Neither can force nor
influence a person to go to or to remain away from church against his will, or force him to
profess a belief or disbelief in any religion. No person can be punished for entertaining or
professing religious beliefs or disbeliefs, for church attendance or nonattendance. No tax in
any amount, large or small, can be levied to support any religious activities or institutions,
whatever they may be called, or whatever form they may adopt to teach or practice religion.
Neither a state nor the federal government can, openly or secretly, participate in the affairs
of any religious organizations or groups, and vice versa.!?

So the Ewverson case can be cited by those interests that support the allocation of public funds
for assistance to children in parochial schools, as well as those interests that oppose any public sup-
port, direct or indirect, of religion.

Avoiding "Excessive Entanglement”

One of the more important Supreme Court decisions in the history of church-state relations
in America came in 1971 in the case of Lemon v. Kurtzman.2® The Supreme Court set forth a
three-part Lemon test for determining whether a particular state law constitutes “establishment”
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of religion and thus violates the First Amendment. To be constitutional, a law affecting religious
activity:

1. Must have a secular purpose.
2. As its primary effect, must neither advance nor inhibit religion.
3. Must not foster “an excessive government entanglement with religion.”

Using this three-part test the Supreme Court held that it was unconstitutional for a state to pay
the costs of teachers’ salaries or instructional materials in parochial schools. The justices argued
that this practice would require excessive government controls and surveillance to ensure that
funds were used only for secular instruction and thus would create an “excessive entanglement
between government and religion.”

However, the Supreme Court has upheld the use of tax funds to provide students attending
church-related schools with nonreligious textbooks, lunches, transportation, sign-language inter-
preting, and special education teachers. And the Court has upheld a state’s granting of tax credits
to parents whose children attend private schools, including religious schools.?! The Court has also
upheld government grants of money to church-related colleges and universities for secular pur-
poses.?? The Court has ruled that if school buildings are open to use for secular organizations, they
must also be open to use by religious organizations.??> And the Court has held that a state institu-
tion (the University of Virginia) not only can but must grant student activity fees to religious
organizations on the same basis as it grants these fees to secular organizations.?* But the Court
held that a Louisiana law requiring the teaching of creationism along with evolution in the public
schools was an unconstitutional establishment of a religious belief.?®

Vouchers

Educational vouchers given to parents by governments to use as tuition at either public or private
religiously affiliated schools raise the question of whether they violate the Establishment Clause of
the First Amendment. In 2002 the Supreme Court, in a 54 decision, held that an Ohio program
designed for needy students attending poor Cleveland schools did not violate the Establishment
Clause, even though parents could use the vouchers for tuition at religiously affiliated schools.?
Indeed, over 90 percent of the parents receiving vouchers chose to use them at religious schools.
Nonetheless, the Supreme Court held that the program did not violate the Establishment Clause
because (1) it had a valid secular purpose, (2) it was neutral with respect to religion (parents could
send their children to nonreligious schools), and (3) the aid went to parents, who then directed it
to religious schools “as a result of their own genuine and independent private choice.” The vouch-
ers were only an “incidental advancement of religion . . . attributable to individual aid recipients,
not the government whose role ends with the distribution of the vouchers.”

Prayer in Public Schools

Religious conflict also focuses on the question of prayer and Bible-reading ceremonies in pub-
lic schools. Not too long ago the practice of opening the school day with such ceremonies
was widespread in American public schools. Usually the prayer was a Protestant rendition of
the Lord’s Prayer and the reading was from the King James version of the Bible. To avoid the
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denominational aspects of the ceremonies, the New York State Board of Regents substituted
a nondenominational prayer, which it required to be said aloud in each class in the pres-
ence of a teacher at the beginning of each school day: “Almighty God, we acknowledge our
dependence upon Thee, and we beg Thy blessings upon us, our parents, our teachers, and our
country.”

New York argued that this prayer did not violate the Establishment Clause because it was
denominationally neutral and because students’ participation was voluntary. However, in Engle v.
Vitale (1962), the Supreme Court stated that “the constitutional prohibition against laws respect-
ing an establishment of a religion must at least mean in this country it is no part of the business of
government to compose official prayers for any group of the American people to recite as part of a
religious program carried on by government.” The Court pointed out that making prayer voluntary
did not free it from the prohibitions of the “no establishment” clause; that clause prevented the
establishment of a religious ceremony by a government agency, regardless of whether the ceremony
was voluntary or not:

Neither the fact that the prayer may be denominationally neutral, nor the fact that its
observance on the part of the students is voluntary can serve to free it from the limitations of
the establishment clause, as it might from the free exercise clause, of the First Amendment,
both of which are operative against the states by virtue of the Fourteenth Amendment. . . .
The establishment clause, unlike the free exercise clause, does not depend on any showing
of direct governmental compulsion and is violated by the enactment of laws which establish
an official religion whether those laws operate directly to coerce nonobserving individuals
or not.?

One year later, in the case of Abbington Township v. Schempp, the Court considered the consti-
tutionality of Bible-reading ceremonies in the public schools.”® Here again, even though the chil-
dren were not required to participate, the Court found that Bible reading as an opening exercise in
the schools was a religious ceremony. The Court went to some trouble in its opinion to point out
that it was not “throwing the Bible out of the schools,” for it specifically stated that the study of
the Bible or of religion, when presented as part of a secular program of education, did not violate
the First Amendment, but religious ceremonies involving Bible reading or prayer, established by a
state or school district, did so.

State efforts to encourage “voluntary prayer” in public schools have also been struck
down by the Supreme Court as unconstitutional. When the state of Alabama authorized a
period of silence for “meditation or voluntary prayer” in public schools, the Court ruled that
this was an “establishment of religion.” The Court said that the law had no secular purpose,
that it conveyed “a message of state endorsement and promotion of prayer,” and that its real
intent was to encourage prayer in public schools.?? In a stinging dissenting opinion, Warren
Burger, chief justice at the time, noted that the Supreme Court itself opened its session with
a prayer, and that both houses of Congress opened every session with prayers led by official
chaplains paid by the government. “To suggest that a moment of silence statute that includes
the word prayer unconstitutionally endorses religion, manifests not neutrality but hostility
toward religion.” But Burger’s view remains a minority view. The Court has gone on to hold
that invocations and benedictions at public high school graduation ceremonies are an uncon-
stitutional establishment of religion.?® And it has held that a student-led prayer at a football
game is unconstitutional because it was carried over the school’s public address system at a
school-sponsored event.3!
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Summary

Let us summarize educational policy issues with
particular reference to group conflicts involved:

1. American education reflects all of the conflicting

demands of society. Schools are expected to
address themselves to virtually all of the nation’s
problems, from racial conflict to drug abuse to
highway accidents. They are also supposed to
raise the verbal and mathematical performance
levels of students to better equip the nation’s
work force in a competitive global economy.
Various interests give different priorities to these
diverse and sometimes conflicting goals.

. In recent years, citizen groups, parents,
taxpayers, and employers have inspired a
back-to-basics movement in the schools,
emphasizing reading, writing, and mathematical
performance and calling for frequent testing

of students’ skills and the improvement of
teachers’ competency. Professional educators—
school administrators, state education officials,
and teachers’ unions—have tended to resist
test-oriented reforms, emphasizing instead the
education of the whole child.

. Conflict between citizens and professional
educators is reflected in arguments over
“professionalism” versus “responsiveness”

in public schools. Parents, taxpayers, and
locally elected school board members tend to
emphasize responsiveness to citizens’ demands;
school superintendents and state education
agencies tend to emphasize professional
administration of the schools. Teachers’ unions,
notably state and local chapters of the NEA
and AFT, represent still another group interest
in education—organized teachers.

. Professional educational groups and teachers’
unions have long lobbied in Washington

for increased federal financing of education.
Federal aid to education grew with the
Elementary and Secondary Education Act

of 1965, but the federal share of educational
spending never exceeded 10 percent. State and
local governments continue to bear the major
burden of educational finance. The creation

of a cabinet-level Department of Education in
1979 also reflected the influence of professional
educators.

5.

7.

8.

There is little direct evidence that increased
funding for schools improves the educational
performance of students. Citizen groups and
independent study commissions emphasized
reforms in education rather than increased
federal spending. The No Child Left Behind
Act of 2001 relies heavily on testing to
improve learning. Public school pupils are
tested each year, and schools must show
adequate yearly progress in average test
scores or face the prospect of their students
transferring to another school at the school
district’s expense.

Parental choice in education would empower
parents and end the monopoly of public school
administrators. But plans that allow parents

to choose private over public schools threaten
America’s traditional reliance on public
education. Choice within public school systems
is somewhat less controversial, and various
states have established charter and magnet
schools.

Public higher education in the states involves
many groups—governors, legislators, regents,
college and university presidents, and faculties.
State governments, through their support of
state colleges and universities, bear the major
burden of higher education in the United
States. Federal support for research, plus various
student loan programs, are an important
contribution to higher education. Yet federal
support amounts to less than 15 percent of total
higher education spending.

A central issue in higher education today is
achieving “diversity” on campus—the reference
to racial and ethnic representation in the
student body and faculty. The U.S. Supreme
Court has recognized that diversity may be a
“compelling government interest” that allows
race to be considered in university admissions
without violating the Fourteenth Amendment
to the U.S. Constitution. However, the Court
also held that race cannot be the sole or
decisive factor in admissions.

Religious groups, private school interests, and
public school defendets frequently battle over
the place of religion in education. The U.S.

Supreme Court has become the referee in the
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MySearchlab® EXERCISES

group struggle over religion and education.
The Court must interpret the meaning of the
Establishment Clause of the First Amendment

of the Constitution as it affects government
aid to church-related schools and prayer in the
public schools.

Apply what you learned in this chapter on MySearchLab (www.mysearchlab.com).
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Economic Policy

Challenging Incrementalism

INCREMENTAL AND NONINCREMENTAL POLICYMAKING

Traditionally, fiscal and monetary policies were made incrementally; that is, decision makers concentrated
their attention on modest changes—increases or decreases—in existing taxing, spending, and deficit levels,
as well as the money supply and interest rates. Incrementalism was especially pervasive in annual federal
budget making. The president and Congress did not reconsider the value of all existing programs each year
or pay much attention to previously established expenditure levels. Rather last year’s expenditures were
considered as a base of spending for each program; active consideration of the budget focused on new items
or increases over last year’s base.

But crises often force policymakers to abandon incrementalism and reach out in nonincremental
directions. In economic policy, the president and Congress and the Fed are pressured to “do something” in
the face of a perceived economic crisis, even if there is little consensus on what should be done, or even
whether there is anything the federal government can do to resolve the crisis. As we shall see later in this
chapter, the “Great Recession” that began in 2008 caused policymakers to search for new policies and make
dramatic changes in spending and deficit levels and to undertake unprecedented measures to prevent the
collapse of financial markets and avoid a deeper recession.

FISCAL AND MONETARY POLICY

Economic policy is exercised primarily through the federal government’s fiscal policies—decisions about taxing,
spending, and deficit levels—and its monetary policies—decisions about the money supply and interest rates.

Fiscal policy is made in the annual preparation of the federal budget by the president and the Office of
Management and Budget, and subsequently considered by Congress in its annual appropriations bills and
revisions of the tax laws. These decisions determine overall federal spending levels, as well as spending
priorities among federal programs. Together with tax policy decisions (see Chapter 11), these spending
decisions determine the size of the federal government’s annual deficits or surpluses.

Monetary policy is the principal responsibility of the powerful and independent Federal Reserve
Board—*the Fed”—which can expand or contract the money supply through its oversight of the nation’s
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banking system (see “The Fed at Work” later in this chapter). Congress established the Federal
Reserve System and its governing Board in 1913 and Congress could, if it wished, reduce its power
or even abolish the Fed altogether. But no serious effort has ever been undertaken to do so.

ECONOMIC THEORIES AS POLICY GUIDES

The goals of economic policy are widely shared: growth in economic output and standards of
living, full and productive employment of the nation’s work force, and stable prices with low
inflation. But a variety of economic theories compete for preeminence as ways of achieving these
goals. From time to time, economic policy has been guided by different theories; or worse, it has
been guided by conflicting theories simultaneously.

Classical Theory

Classical economists generally view a market economy as a self-adjusting mechanism that will
achieve an equilibrium of full employment, maximum productivity, and stable prices if left alone
by the government. The price mechanism will adjust the decisions of millions of Americans to
bring into balance the supply and demand of goods and labor. Regarding recessions, if workers are
temporarily unemployed because the supply for workers exceeds the demand, wages (the price of
labor) will fall; eventually it will again become profitable for businesses to have more workers at
lower wages and thus end unemployment. Similarly, if the demand for goods (automobiles, houses,
clothing, kitchenware, and so forth) falls, business inventories will rise and businesspeople will
reduce prices (often through rebates, sales, etc.) until demand picks up again. Regarding inflation,
general increases in prices will reduce demand and automatically bring it back into line with supply
unless the government interferes. In short, classical economic theory relies on the free movement
of prices to counter both recession and inflation.

Keynesian Theory

But the Great Depression of the 1930s shattered popular confidence in classical economics. During
that decade, the average unemployment rate was 18 percent, rising to 25 percent in the worst year,
1933. But even in 1936, seven years after the great stock market crash in 1929, unemployment was
still 18 percent of the work force, raising questions about the ability of the market to stabilize itself
and ensure high employment and productivity.

According to the British economist John Maynard Keynes, economic instability was a product
of fluctuations in demand. Both unemployment and lower wages reduced the demand for goods;
businesses cut production and laid off more workers to adjust for lower demand for their goods, but
cuts and layoffs further reduced demand and accelerated the downward spiral. Keynesian theory
suggested that the economy could fall into a recession and stay there. Only government could take
the necessary countercyclical steps to expand demand by spending more money itself and lowering
taxes. Of course, the government cannot add to aggregate demand if it balances the budget. Rather,
during a recession it must incur deficits to add to total demand, spending more than it receives
in revenues. Government borrowing—and the national debt—would grow during recessions.
Borrowed money would make up the difference (the deficit) between lowered revenues and higher
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spending. To counter inflationary trends, the government should take just the opposite steps. Thus
government would “counter” economic cycles, that is, engage in “countercyclical” fiscal policies.

Supply-Side Economics

Supply-side economists argue that attention to long-term economic growth is more important
than short-term manipulation of demand. Economic growth, which requires an expansion in the
productive capacity of society, increases the overall supply of goods and services and thereby holds
down prices. Inflation is reduced or ended altogether. More important, everyone’s standard of living
is improved with the availability of more goods and services at stable prices. Economic growth
even increases government revenues over the long run.

Most supply-side economists believe that the free market is better equipped than government
to bring about lower prices and more supplies of what people need and want. Government, they
argue, is the problem, not the solution. Government taxing, spending, and monetary policies
have promoted immediate consumption instead of investment in the future. High taxes penalize
hard work, creativity, investment, and savings. The government should provide tax incentives to
encourage investment and savings; tax rates should be lowered to encourage work and enterprise.
Overall government spending should be held in check. Government regulations should be mini-
mized to increase productivity and growth. The government should act to stimulate production
and supply rather than demand and consumption.

MEASURING THE PERFORMANCE OF THE AMERICAN ECONOMY

Measures of the actual performance of the American economy include the gross domestic product
(GDP), the unemployment rate, and the rate of inflation.

Economic Growth

The GDP is the nation’s total production of goods and services for a single year valued in terms
of market prices. It is the sum of all of the goods and services that people purchase, from wheat
and corn to bicycles, from machine tools to maid service, from aircraft manufacturing to bus rides,
from automobiles to chewing gum. GDP counts only final purchases of goods and services (that
is, it ignores the purchase of steel by carmakers until it is sold as a car) to avoid double counting
in the production process. GDP also excludes financial transactions (such as the sale of bonds
and stocks) and income transfers (such as Social Security, welfare, and pension payments) that
do not add to the production of goods and services. Although GDP is expressed in current dollar
prices, it is often recalculated in constant dollar terms to reflect real values over time, adjusting
for the effect of inflation. GDP estimates are prepared each quarter by the U.S. Department of
Commerce; these figures are widely reported and closely watched by the business and financial
community.

Economic recessions and recoveries are measured as fluctuations or swings in the growth of
GDP (see Figure 10-1). Historical data reveal that periods of economic growth have traditionally
been followed by periods of contraction, giving rise to the notion of economic cycles. The average
annual GDP growth over the last half-century has been about 3 percent. But recessions (shown in
Figure 10-1 as negative annual growth) have occurred periodically. The GDP in current dollars in
2012 is about $16 trillion.
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FIGURE 10-1 Economic Growth Annual growth in the GDP in recent years has
averaged a little over 3 percent; recessions (when the economy actually contracts)
have occurred periodically.

SOURCES: U.S. Bureau of Economic Analysis, www.bea.gov; Budget of the United States Government,
2012,

*Estimates.

Unemployment

The unemployment rate is the percentage of the civilian labor force who are looking for work
or waiting to return to or begin a job. Unemployment is different from not working; people who
have retired or who attend school and people who do not work because of sickness, disability, or
unwillingness are not considered part of the labor force and so are not counted as unemployed.
People who are so discouraged about finding a job that they have quit looking for work are also not
counted in the official unemployment rate. Only people who are currently out of work and seeking
a job are counted as unemployed. The unemployment rate fluctuates with the business cycle,
reflecting recessions and recoveries (see Figure 10-2). Generally, unemployment lags behind GDP
growth, often going down only after the recovery has begun. Following years of economic growth
in the 1990s, the nation’s unemployment rate fell to near record lows, below 5 percent. With the
economic recession in 2008, unemployment rose again.

Inflation

Inflation erodes the value of the dollar because higher prices mean that the same dollars can now
purchase fewer goods and services. Thus inflation erodes the value of savings, reduces the incen-
tive to save, and hurts people who are living on fixed incomes. When banks and investors antic-
ipate inflation, they raise interest rates on loans in order to cover the anticipated lower value
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FIGURE 10-2 Unemployment and Inflation Unemployment rises with recessions; inflation is a
problem during growth periods.
*Negative inflation—“deflation”—occured in 2009.

of repayment dollars. Higher interest rates, in turn, make it more difficult for new or expanding
businesses to borrow money, for home buyers to acquire mortgages, and for consumers to make
purchases on credit. Thus inflation and high interest rates slow economic growth.

Recession

Economists define a recession as two or more quarters of negative economic growth, that is, declines
in the gross domestic product (In politics, a recession is often proclaimed when the economy only
slows its growth rate or when unemployment rises). Recessions also entail a rise in unemployment
and declines in consumer spending and capital investment. In some recessions, prices decline as
well—“deflation.” During the Great Depression of the 1930s the GDP fell by over 33 percent and
the unemployment rate spiraled upward to a peak of 25 percent. The unemployment rate remained
above 10 percent for nearly ten years, from 1930 to 1940. Compared to the Great Depression, the
recession that began in 2008—the “Great Recession”—appears relatively mild.

FINANCIAL CRISIS AND NONINCREMENTAL POLICY CHANGE

For years Americans lived on easy credit. Families ran up credit card debt and borrowed heavily for
cars, tuition, and especially home buying. Mortgage lenders approved loans for borrowers without
fully examining their ability to pay. Loans were often made with little or no down payment. Some
mortgages were “predatory,” with the initial low payments followed by steep upward adjustable
rates. Federally sponsored corporations, Fannie Mae and Freddie Mac, encouraged mortgage loans
to low income and minority homebuyers. A nationwide market in “subprime mortgages” attracted
financial institutions seeking quick profits. To make matters worse, banks and financial institutions
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bundled mortgages together and sold these mortgage-backed securities as “derivatives.” Risks were
frequently overlooked. Banks, insurers, and lenders all assumed that housing prices would inevitably
rise. Housing construction boomed.!

Eventually the bubble burst. Housing prices fell dramatically. The number of houses for sale
greatly exceeded the number of people willing to buy them. Homeowners found themselves holding
“upside down” mortgages—mortgages that exceeded the value of their homes. Many were unable
or unwilling to meet their mortgage payments. Foreclosures and delinquencies spiraled upward.
Investors who held mortgage-backed securities began to incur heavy losses. Investment banks, such
as Bear Stearns, and mortgage insurers, including Fannie Mae and Freddie Mac, found themselves in
serious financial trouble. Bankruptcies and federal bailouts multiplied. The stock market plummeted.

Wall Street Bailout

In 2008 the credit crunch ballooned into Wall Street’s biggest crisis since the Great Depression.
Hundreds of billions of dollars in mortgage-related investments went bad, and the nation’s leading
investment banks and insurance companies sought the assistance of the Treasury Department
and Federal Reserve System. The Fed acted to stave off the bankruptcy of Bear Stearns, and the
Treasury Department took over Fannie Mae and Freddie Mac. The nation’s largest insurance com-
pany, American International Group (AIG), was bailed out by the Fed. But the hemorrhaging
continued, and it was soon clear that the nation was tumbling into a deep recession.

In September, President Bush sent Secretary of the Treasury Henry Paulson, accompanied by
Federal Reserve Chairman Ben Bernanke, to Congress to plead for a massive $700 billion bailout
of banks, insurance companies, and investment firms that held mortgage-backed “illiquid assets.”
They argued that their proposal was absolutely essential to safeguard the financial security of the
nation. A full-blown depression might result if the federal government failed to purchase these
troubled assets.

The nation’s top leadership—President Bush, the Treasury secretary and Fed chairman, House
and Senate Democratic and Republican leaders, and even the presidential candidates, Barack
Obama and John McCain—all supported the bill. But polls show that most Americans opposed
a “Wall Street bailout.” Congress members were asked by their leaders to ignore the folks back
home. The initial House vote stunned Washington and Wall Street: “nay” votes prevailed. The
stock market plunged.

Predictions of economic catastrophe inspired a renewed effort to pass the bill. The Senate
responded by passing it with a comfortable margin, while adding various sweeteners, mostly tax
benefits to gain House support. Tensions were high when the House voted on the Senate version
of the bill. In a sharp reversal of its earlier action, the House approved the Emergency Economic
Stabilization Act of 2008. President Bush promptly signed it into law.

Treasury’s TARP

The Treasury Department was given unprecedented power to bail out the nation’s financial insti-
tutions. Secretary Paulson initially proposed to use the $700 billion appropriation by Congress to
buy up “toxic assets”—mortgage-backed securities whose value had dropped sharply. The program
was named the Troubled Asset Relief Program (TARP). But shortly afterward, Paulson reversed
course and decided to use the TARP money to inject cash directly into banks by purchasing pre-
ferred shares of their stock. The nation’s largest bank, Citigroup, was first in line, and other major
banks and investment firms followed (see Table 10-1).
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TABLE 10-1 Top Federal Bailout Recipients
American International Group
Citigroup

JPMorgan Chase

Wells Fargo

Bank of America

Goldman Sachs

Merrill Lynch

Morgan Stanley

PNC Financial Services

U.S. Bankcorp

Ciritics of the program noted that by accepting ownership shares in the nation’s leading banks
and investment houses, the government was tilting toward “socialism.” Government ownership of
the financial industry, that is, “nationalization” of the banks, would have been considered unthink-
able before the crisis. The financial crisis had inspired a decidedly non-incremental policy change.

Mortgage Modification

Later, under President Obama’s new Treasury Secretary, Timothy Geithner, banks receiving TARP
assistance were obliged to adopt mortgage loan modification procedures to prevent foreclosures. This
foreclosure modification program provided financial assistance to mortgage lenders as an incentive
for them to modify home mortgages that were in danger of default. (To be eligible, borrowers had
to show “hardship.”) The intention was to help as many as 5 million mortgage borrowers refinance
their loans at lower interest rates. Critics of the program expressed the fear of rising resentment
among the millions of Americans who sacrificed to keep up with their mortgage payments.

Public-Private Investment Program

The key to loosening credit and jump-starting the economy appeared to be relieving the nation’s
banks of their “toxic” assets—securities backed by mortgages that were in foreclosure or default.
President Obama’s Secretary of the Treasury developed a Public-Private Investment Program that
uses TARP money to leverage private purchases of toxic assets. The Federal Deposit Insurance
Corp. and the Federal Reserve are to facilitate private purchases by providing low-interest loans to
buyers of these assets. By relieving banks of these “nonperforming” loans, banks should be prepared
to make new loans and thereby stimulate the economy. In effect, the government is creating a
“yard sale” for junk securities at a cost of $500 billion to $1 trillion.

GM Bankruptcy

General Motors is an American institution, the biggest of the big three domestic automobile
manufacturers—GM, Chrysler, and Ford. With federal supervision, GM and Chrysler sought
bankruptcy protection in 2009; Ford managed to stay afloat by itself. Even before declaring
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bankruptcy, General Motors had received billions of federal dollars in loans and loan guarantees.
Federal involvement forced out GM’s chief executive officer. In bankruptcy the federal govern-
ment took majority ownership of GM. President Obama declared that the federal government had
no interest in the day-to-day operations of General Motors. Yet the White House issued guidelines
for limiting the salaries of top executives of GM and of other institutions receiving TARP funds.

Fed Responses

In addition to the TARP bailouts, the Federal Reserve Board made a dramatic decision to pump
over $1.25 trillion into the nation’s financial system in order to unlock mortgage, credit card, col-
lege and auto lending. The Fed lowered its discount rate to less than 1 percent, and then later to
zero percent, to encourage banks to make loans. But most of the Fed’s efforts came in the form of
loan guarantees to banks, credit unions, mortgage lenders, and automakers’ financial arms. The
objective was to lower interest rates on all forms of credit and thereby inspire consumers to bor-
row and lenders to lend, jump-starting the economy. But low-interest rates and easy credit do not
guarantee that banks will lend money or that businesses and individuals will borrow money. As
the recession deepened in early 2009, the president and Congress sought to provide additional
economic “stimulus.”

THE ECONOMIC STIMULUS PACKAGE

A massive economic stimulus plan, officially called the American Recovery and Reinvestment
Act of 2009, was the centerpiece of President Barack Obama’s early policy agenda. Its combination
of spending increases and tax cuts totaled $787 billion—the largest single fiscal policy measure
in American history. It was written in record time by a Democratic-controlled Congress; House
Republicans were unanimous in opposition, and only three Republican senators supported the bill.

Spending Priorities

The stimulus package consisted of roughly two-thirds spending and one-third tax rebates.
Democrats in the Congress used the package to increase spending in a wide variety of domestic
programs—in education, Medicaid, unemployment compensation, food stamps, health technol-
ogy, child tax credits, disability payments, higher education grants, renewable energy subsidies, and
rail and transit transportation—as well as traditional spending for highways and bridge building
(see Table 10-2). Republicans complained that much of the spending had little to do with stimu-
lating the economy but rather increased government involvement in domestic policy areas favored
by Democrats. Republicans had traditionally relied upon tax cuts to stimulate the economy.

”Making Work Pay”

The stimulus package also included a version of Obama’s campaign promise of a middle-class tax
cut. The tax “cuts” in the package, labeled “Making Work Pay,” were actually payments of $400
to individuals with incomes under $75,000 and payments of $800 to couples with incomes under
$150,000. These payments were to be made to anyone who paid Social Security taxes. It was not
necessary to have paid any income taxes in order to receive these tax “cuts.” Critics labeled these
payments “welfare checks.”



The Economic Stimulus Package

TABLE 10-2 The Stimulus Package Major categories of items in the American Recovery and
Reinvestment Act of 2009

e Tax payments: $400 to individuals with incomes under $75,000, and $800 to couples with incomes
under $150,000

e State Medicaid assistance

e Education and job training aid to school districts

e Unemployment compensation: increase payments and extend to 33 weeks
e Highways and bridges: money to states for “shovel ready” projects

e Healthcare for unemployed: health insurance for unemployed for nine months
e Food stamp program increases

e Index the Alternative Minimum Tax for inflation

e Health technology grants and subsidies

e Renewable energy grants and subsidies

e Child care tax credits

e Pell Grant increases

e Health science research

e Extend Hope Scholarships from two years to four years

e Increase Title I education monies

e Increase aid for special education

e Rail transportation and public transit

o Total $787 billion

Financial Regulation

The near collapse of the nation’s financial system in 2008, and the credit crisis that followed,
inspired calls for greater regulation of the financial industry, including banks and bank holding
companies, investment firms, credit unions, and insurance companies. Reversing years of bank-
ing “deregulation,” President Obama and the Democratic-controlled Congress passed a sweeping
overhaul of the nation’s financial regulatory system-the Dodd-Frank Act of 2010.

Among its many provisions, the new law created a Financial Stability Oversight Council,
chaired by the Secretary of the Treasury and including the Federal Reserve Board Chairman, the
Comptroller of the Currency, the Securities and Exchange Commission Chairman, the Chairman
of the Federal Deposit Insurance Corporation, among others. The Council is charged with the
responsibility of monitoring national and international threats to the financial stability of the
United States and recommending actions to its member regulators. The law set forth an “orderly
liquidation” process under the supervision of the FDIC for failing financial institutions, including
those previously considered “too big to fail.”

The law also created a new Bureau of Consumer Financial Protection within the Federal
Reserve to oversee consumer checking accounts, loans, credit cards and mortgages, to protect
against unfair or deceptive practices. The new Office of Credit Ratings in the SEC oversees the
operations of credit rating companies, such as Standard & Poor’s and Moody’s.

215



216

Chapter 10 Economic Policy

The law brings the market for “derivatives” under government regulation for the first time.
These are financial instruments created out of mortgages, stocks, or commodities that are designed
as a “hedge” against risk and often used for speculation.

Critics note that the new law fails to address the problems with Fanny Mae and Freddy Mac—the
federal corporations that encouraged “subprime” mortgages that led to the financial collapse. They also
charge that the law promises a federal bailout of firms that are considered “too big to fail” and that by
doing so provides incentives for further risky behavior by these firms. Still other critics complain that
excess regulation will make it more difficult for Americans to obtain loans, credit cards, and mortgages.

THE FED AT WORK

Most economically advanced democracies have central banks whose principal responsibility is to
regulate the supply of money, both currency in circulation and bank deposits. And most of these
democracies have found it best to remove this responsibility from the direct control of elected poli-
ticians. Politicians everywhere are sorely tempted to inflate the supply of money in order to fund
projects and programs with newly created money instead of new taxes. The result is a general rise
in prices and a reduction in goods and services available to private firms and individuals—inflation.

The Federal Reserve System

The task of the Fed is to regulate the money supply and by so doing to help avoid both inflation
and recession. The Fed oversees the operation of the nation’s twelve Federal Reserve Banks, which

Managing Money Federal Reserve Board Chairman Ben Bernanke testifies
before the Senate Banking Committee at his confirmation hearing in
December, 2009. President Obama nominated the former Princeton
University economics professor for a second four-year term as Fed Chairman,
praising his handling of the worst financial crisis in the United States since
the Great Depression of the 1930s. The Fed was instrumental in stabilizing
the nation’s banking system, but high unemployment continued to plague
American workers. (© Zhang Jun/Xinhua Press/Corbis)



The Fed at Work

actually issue the nation’s currency, called “Federal Reserve Notes.” The Federal Reserve Banks
are banker’s banks; they do not directly serve private citizens or firms. They hold the deposits, or
“reserves,” of banks; lend money to banks at “discount rates” that the Fed determines; buy and sell
U.S. Government Treasury bonds; and assure regulatory compliance by private banks and protec-
tion of depositors against fraud. The Fed determines the reserve requirements of banks and other-
wise monitors the health of the banking industry. The Fed also plays an important role in clearing
checks throughout the banking system.

Understanding Monetary Policy

Banks create money—"“demand deposits"—when they make loans. Currency (cash) in circula-
tion, together with demand deposits, constitute the nation’s money supply—“M-1.” But demand
deposits far exceed currency; only about 5 percent of the money supply is in the form of currency.
So banks really determine the money supply in their creation of demand deposits. However, the
Fed requires that all banks maintain a reserve in deposits with a Federal Reserve Bank. If the Fed
decides that there is too much money in the economy (inflation), it can raise the reserve require-
ment, reducing what a bank can create in demand deposits. Changing the “reserve ratio” is one
way that the Fed can expand or contract the money supply.

The Fed can also expand or contract the money supply by changing the interest rate it charges
member banks to borrow reserve. A bank can expand its demand deposits by borrowing reserve
from the Fed, but it must pay the Fed an interest rate, called the “discount rate,” in order to do
so. By raising the discount rate, the Fed can discourage banks from borrowing reserve and thereby
contract the money supply; lowering the discount rate encourages banks to expand the money sup-
ply. Interest rates generally—on loans to businesses, mortgages, car loans, and the like—rise and
fall with rises and falls in the Fed’s discount rate. Lowering rates encourages economic expansion;
raising rates dampens inflation when it threatens the economy.

Finally, the Fed can also buy and sell U.S. Treasury bonds and notes in what is called “open
market operations.” The reserve of the Federal Reserve System consists of U.S. bonds and notes. If
it sells more than it buys, it reduces its own reserve, and hence its ability to lend reserve to banks;
this contracts the money supply. If it buys more than it sells, it adds to its own reserve, enabling it
to lend reserve to banks and thereby expand the money supply.

Fed Independence

The decisions of the Federal Reserve Board are made independently. They need not be ratified by
the president, Congress, the courts, or any other governmental institution. Indeed, the Fed does
not even depend on annual federal appropriations, but instead finances itself. This means that
Congress does not even exercise its “power of the purse” over the Fed. Theoretically, Congress could
amend or repeal the Federal Reserve Act of 1913, but to do so would be politically unthinkable.
The only changes to the act have been to add to the powers of the Fed. The Fed chairman often
appears before committees of Congress and is given far more respect by committee members than
other executive officials.

Fed Responses to Recession

In previous recessions, the monetary policies of the Federal Reserve Board succeeded fairly well
in easing credit and encouraging recovery. But in the recession that began in 2008, Fed policies
appeared to be insufficient by themselves in stimulating the economy. The Fed lowered the dis-
count rate first to 1 pe