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Domestic Policy
L e a r n i n g  O b j e c t i v e s

17-1  Summarize the policymaking classification that explains 
the types of politics that may matter to whether and how 
government acts on any given issue.

17-2  Explain how America’s social welfare policies differ from those 
of many other modern democracies, and why some programs 
are politically protected while others are politically imperiled.

17-3  Discuss how government regulations on certain big businesses 
have been imposed over the objections of those industries.

17-4  Explain why environmental policies are designed and enforced 
differently in America than in other industrialized nations, and 
the politics that drive environmental programs.

17-5  Discuss the difficulty with changing policies—domestic,  economic, 
and foreign—or developing new programs in the United States 
today.

Chapter 17
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Chapter 17 Domestic Policy 429

to fund or administer such social welfare benefits were 
virtually nonexistent.

nOw
Washington sets, funds, and implements policies on 
all these social welfare matters and others besides. By 
2010, three giant programs—Social Security (established 
in 1935) plus Medicare and Medicaid (each established 
in 1965)—together accounted for over 40 percent of 
the federal budget (double what was spent on national 
defense). They were flanked by scores of smaller federal 
social welfare programs, most of them either established 
or expanded since 1965. The U.S. Department of Health 
and Human Services and the U.S. Department of Veterans 
Affairs are two of the main bureaucracies responsible for 
federal social welfare policies and programs, but benefits 
also emanate from several other federal departments. For 
instance, the U.S. Department of Justice has supported 
myriad programs for “at-risk youth” including ones that 
provide mentors to the children of prisoners and “second 
chance” job training to young adult ex-prisoners. But, in 
recent years, as policymakers have struggled with big 
annual budget deficits and a growing public debt (see 
Chapter 18), the future of many social welfare policies 
and programs, including the largest entitlement programs 
such as Social Security and Medicare, has for the first 
time in more than a generation been placed in some seri-
ous doubt.

business regulation Policy

then
Big oil companies were once able to persuade the govern-
ment to sharply restrict the amount of foreign oil imported 
into the United States, to give them preferential tax treat-
ment, and to permit them to drill for new oil just about 
anywhere they liked. Automobile manufacturers once 
faced virtually no federal controls on the products they 
manufactured. Well into the 1990s, communications and 
broadcasting companies were regulated under a 1934 
federal law that was debated and developed at a time 
when most Americans neither owned radios nor had ever 
even heard of television. Certain telephone  companies 
were free to function as monopolies.

nOw
Today, the restrictions on foreign oil imports have ended, 
the tax breaks the oil companies enjoyed have been 
reduced considerably (though they still exist), and the 
freedom of oil companies to drill in certain places, partic-
ularly offshore locations, has been restricted. Auto com-
panies are heavily regulated regarding the safety of the 
vehicles they make, and two of them (GM and Chrysler) 
have been partially owned by the federal government 

As we explained in Chapter 1, understanding any politi-
cal system means being able to give reasonable answers 
to each of two separate but related questions about it: 
who governs, and to what ends? The preceding chapters 
should be especially helpful to you in discovering “who gov-
erns” while this chapter and the next two chapters should 
be especially helpful to you in discerning “to what ends.”

The primary puzzles about public policy in America 
concern the nation’s political agenda (see pages 9–12). 
How do people come to believe that certain issues 
require governmental action? What explains why some 
issues are on the political agenda while others are not? 
Why are some issues more prominent on today’s politi-
cal agenda than they were either in previous historical 
periods or just a few years ago, and why other issues 
are less prominent than they once were? Why do elected 
officials sometimes suddenly shift attention away from 
some issues and toward others? What explains the tim-
ing and character of government action (or inaction) on 
any given issue?

The causes, contours, and consequences of govern-
ment action or inaction on any given issue or any class 
of issues (domestic policy, economic policy, or foreign 
policy) are not easily explained. What at first glance may 
appear to be simple and stable policymaking patterns 
often turn out upon closer inspection to be more complex 
and dynamic than they seemed. For instance, consider 
what has happened in each of three domestic policy 
domains: social welfare policy, business regulation policy, 
and environmental protection policy.

social welfare Policy

then
Before the 1960s, neither most Washington lawmakers 
nor most citizens believed that the federal government 
should ensure that all retirees, whatever their work his-
tory, have enough money to live on; that all veterans 
of foreign wars have grants for college and subsidized 
medical care for life; that all poor children are guaran-
teed free or reduced-price meals in schools and during 
summers; that all physically, mentally, or developmentally 
disabled people, like all people with life-threatening med-
ical maladies, are insured for hospital stays and treat-
ment including long-term nursing care; that all low-wage 
workers receive tax credits that effectively boost their 
wages; that all citizens who may need it have access 
to affordable housing; that all low-income children are 
able to attend preschools; that all special needs children 
receive special education; and that all full-time workers 
who lose their jobs receive unemployment benefits and 
(in many cases) job training. If they existed at all, national 
laws touching on these social welfare matters were few 
and thin, and federal departments, bureaus, or programs 
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430 Chapter 17 Domestic Policy

year, and “with the exception of a poll conducted shortly 
after” the aforementioned oil spill in the Gulf of Mexico, 
“support for the environment on this question. . .remained 
the minority view.”3 Over the same period, however, 
the percentage of the public expressing a “great deal” 
of concern about various environmental issues fell only 
slightly. For example, from 2008 to 2013, the slight dips 
in deep public concern included pollution of rivers, lakes, 
and reservoirs (50 to 46 percent), air pollution (43 to 40 
percent), loss of the tropical rain forests (40 to 36 per-
cent), and global warming (37 to 33 percent).4

To begin to understand policy dynamics, to help 
explain both short-term shifts and long-term trends in 
what issues are on the political agenda and how govern-
ment acts on these issues (or doesn’t), we need some 
theory of policymaking. After defining key terms ranging 
from “politics” to “representative democracy” (see pages 
4 and 5, respectively) and explaining five different views 
of “power in America” (see pages 6–8), the first chapter 
of this book outlined a theory of policymaking involving 
four different types of politics: majoritarian, client, inter-
est group, and entrepreneurial (see pages 12–15). Each 
chapter includes a Policy Dynamics feature that applies 
the theory and its key terms to a current policy debate.

This chapter elaborates and applies the theory of 
policymaking outlined in Chapter 1 to domestic policy 
dynamics on issues in social welfare policy, business 
regulation policy, and environmental policy. Each area 
of domestic policy has issues and policy dynamics all 
its own. But in social welfare, business regulation, and 
environmental policy, as in education, housing, home-
land security, transportation, and other domestic policy 
domains, each of the four types of policymaking politics 
can be found. In Chapter 18, we will explore the politics 
of economic policy, and in Chapter 19 we will examine 
the politics of foreign and military policy.

17-1 policymaking politics 
revisited
How are public policies proposed and then passed, 
rejected, or modified? Let us revisit our simple way of 
classifying the politics of policymaking. Once more, we 
begin by observing that each policy has a cost and a 
benefit. A cost is the burden of a program, whether it is 
financial or social, that is placed on people. It includes 
taxes, unpleasant regulations, or social stigma. A benefit 
is the gain, whether financial or social, that flows to peo-
ple. This includes payments, subsidies, tax reductions, 
government contracts, or heightened prestige.

Remember, these are perceived costs and benefits. 
For example, some people may think the nation benefits 
by massive military and other defense spending. Others 
disagree and believe the country is better served by 

cost A burden that people 
believe they must bear if a 
policy is enacted.

benefit A satisfaction that 
people believe they will 
enjoy if a policy is adopted.

(for  a brief period fol-
lowing the 2008 finan-
cial crisis). In 1996, a 
new federal communi-
cations act took effect, 
and the industry now 
features not only more 
broadcasting compa-

nies, stricter rules governing what cable service providers 
can charge, and no telephone company monopolies, but 
also fewer regulations to keep corporate conglomerates 
from dominating certain rapidly changing “telecommuni-
cations” markets.

environmental Policy

then
Environmental policies in the United States gained wide-
spread public attention in the 1960s and 1970s, when 
reports of water and air pollution, pesticide use, and 
other threats to natural resources prompted the passage 
of legislation to control such activity. The Environmental 
Protection Agency was created in 1970 to set standards 
for environmental safety, track violations, and enforce 
compliance. Since then, the field has expanded to 
encompass concerns about broader national and inter-
national environmental issues such as global warming. In 
the 2008 presidential race, environmental politics was a 
major concern for the electorate, particularly young vot-
ers. A CBS News/MTV poll in the spring of 2008 found 
that 18 percent of voters aged 18–29 viewed environmen-
tal problems as the biggest challenge in the coming years, 
exceeded only by the economy, which was ranked first by 
34 percent of voters in that age group. Both presidential 
candidates discussed the need to protect the environ-
ment for future generations: Barack Obama declared that 
the country faced a “defining moment in our history: Our 
nation is at war. The planet is in peril,” while John McCain 
called for the need to “restore the health of our planet.”1

nOw
Since the 2008 presidential race, and even after the disas-
trous oil spill in the Gulf of Mexico in the spring of 2010, 
en vironmental issues have received less attention from fed-
eral policymakers. In the 2012 presidential race, environ-
mental issues were less prominent than they were in 2008. 
Even after President Obama used his veto power for only the 
third time to reject the 114th Congress’s Keystone XL pipe-
line proposal in February 2015, the issue appeared unlikely 
to become a major debate in the 2016 national elections.2

Prior to 2008, Gallup polls stretching back to the 
1980s found most Americans agreed that the environ-
ment should be given priority “even at the risk of curbing 
economic growth”; but, in 2013, for the fifth consecutive 

00051_ch17_hr_427-460.indd   430 10/17/15   1:34 PM

Copyright 2017 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



17-2 Social Welfare Policy 431

Temporary Assistance 
to Needy Families 
(TANF), like the pro-
gram that it succeeded, 
Aid to Families with 
Dependent Children 
(AFDC), has played out more as a client politics issue; 
and, finally, Medicaid, the large federal–state health care 
program, would seem to belong partly in the majoritarian 
politics box and partly in the client politics box.

17-2 Social Welfare policy
Among the reasons given in the Preamble to the United 
States Constitution for establishing the national gov-
ernment is a desire to “promote the general Welfare.” 
Article I, Section 8 of the Constitution states the power of 
Congress to “provide for the... general Welfare.”

From the first, however, the Constitution’s defenders 
disagreed about what the phrase was supposed to mean. 
Some, like James Madison, argued that it was meant to 
restrict Congress to taxing and spending only for things that 
the Constitution specifically empowered Congress to do 
(like regulating interstate commerce or maintaining the mili-
tary). Others, like Alexander Hamilton, argued for a broader 
meaning that would allow Congress to tax and spend 
for things that it was not specifically empowered by the 
Constitution to do, but which might reasonably be expected 
to meet national needs and benefit some or all citizens.

In the 1930s, asserting a constitutional authority to 
advance the “general welfare,” Congress enacted a host 
of new national policies and programs in response to the 
economic hardships wrought by the Great Depression. 
The biggest was the Social Security Act of 1935. Among 
other provisions, the law created a national system of old-
age pensions and, to pay for it, imposed an income tax on 
workers that was deducted from their wages and paid by 
their employers. In 1937, in the case of Helvering v. Davis, 

social spending. By the same token, some people may 
think that a government regulation is a cost, whereas 
others may think it is a benefit. It is also important to 
understand that people differ in their beliefs about who 
gets a benefit and who pays a cost. Those beliefs are 
about the  legitimacy of various groups. For example, 
some people may think that public assistance to the 
needy is legitimate. Others believe that it is not legitimate 
for the needy to receive such benefits.

Perceived costs and benefits can be widely distrib-
uted or narrowly concentrated, giving us the by-now 
familiar (we hope!) four types of politics depicted by our 
four-box diagram (see Figure 17.1):

•	 Widely distributed benefits and widely distributed 
costs, or majoritarian politics. This means that all or 
most people benefit and all or most people pay.

•	 Narrowly concentrated benefits and widely distributed 
costs, or client politics. A few people, or some par-
ticular community or organization benefits, but most 
people pay for what they get.

•	 Narrowly concentrated benefits and narrowly concen-
trated costs, or interest-group politics. A few people, 
communities, or organizations benefit, and a few peo-
ple, communities, or organizations pay.

•	 Widely distributed benefits and narrowly concentrated 
costs or entrepreneurial politics. Almost everybody 
benefits, but only a few people, communities, or orga-
nizations pay the costs.

Now, after in each case first learning some basic 
history and background facts about the policies and 
programs, let’s try to apply our theory to domestic policy 
dynamics in three areas: social welfare, business regu-
lation, and environmental policy. We begin with social 
welfare policy and consider each of four federal social 
welfare programs. As we shall see, Social Security and 
Medicare seem to exemplify majoritarian politics; but 

legitimacy Political 
authority conferred by law 
or by a state or national 
constitution.

 Figure 17.1  a way of classifying and explaining the Politics of Different Policy issues
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432 Chapter 17 Domestic Policy

From the New Deal to the New 
health Care Law
The first major steps toward today’s social welfare poli-
cies and programs were taken after the election of 1932. 
At the time the Great Depression began in 1929, the job 
of providing relief (food, money, medicine, and other ser-
vices) to needy people fell almost entirely to state and 
local governments or to private charities, and even these 
sources were primarily concerned with widows, orphans, 
and older adults.5 Hardly any state had a systematic 
program for supporting the unemployed, though many 
states provided some kind of help if it was clear that the 
person was out of work through no fault of his or her own. 
When the economy suddenly ground to a near standstill 
and the unemployment rate rose to include one-fourth of 
the workforce, private charities and city relief programs 
nearly went bankrupt. Americans sung the 1931 song 
“Brother, Can You Spare a Dime?” But, with families, 
neighbors, local churches, charities, and city agencies 
all unable to meet the economic crisis despite their best 
efforts, on the eve of the 1932 presidential election, ever 
more citizens had come to feel that it was time for Uncle 
Sam to lend a hand.

That election produced an overwhelming congres-
sional majority for the Democrats and placed Franklin D. 
Roosevelt in the White House. Almost immediately, a num-
ber of emergency measures were adopted to cope with 
the depression by supplying federal cash to bail out state 
and local relief agencies and by creating public works jobs 
under federal auspices. These measures were recognized 
as temporary expedients, however, and were unsatisfactory 

the U.S. Supreme Court upheld the constitutionality of that 
provision, ruling that Congress has broad discretion to tax 
and spend “in aid of the ‘general welfare,’ ” including poli-
cies and programs designed to ease the “plight of men and 
women” who lose their jobs and provide for others who are 
either temporarily or permanently “needy and dependent.” 
Nobody, however, foresaw just how far Congress would 
go in exercising that power, or where doing so would lead.

Federal Laws about “General 
Welfare”
•	United States v. Butler (1936): Found particu-

lar federal regulations on agricultural produc-
tion to be unconstitutional, but proclaimed that 
Congress has wide power to tax and spend for 
whatever it deems to be for the “general welfare.”

•	Helvering v. Davis (1937): Upheld key provisions 
of the Social Security Act of 1935, and declared 
that Congress has broad discretion to tax and 
spend “in aid of the ‘general welfare.’”

•	South Dakota v. Dole (1987): Ruled that 
Washington could condition the receipt of federal 
highway funds on a state’s compliance with 
a 21-year-old drinking age, and declared that 
Congress’s power to define the “general welfare” 
and to spend in pursuit of it is virtually unlimited.

Landmark Cases

agenda-Setting and policymaking

The Framers of the Constitution drafted Article I about 
Congress because they expected that the legislature 
would be the primary branch of government. Congress 
would introduce, consider, and vote on legislation, 
which the president would sign or veto. Article II of the 
Constitution discusses the executive branch and says the 
president “shall from time to time” report to Congress on 
the state of union, but does not provide more specifics on 
the president’s role in policymaking.

Until the 1930s, Congress largely directed policymaking, 
particularly for domestic issues, though some presidents 
were active in promoting or rejecting legislation. But 
beginning with the presidency of Franklin D. Roosevelt, 
the executive office acquired more political power, 

resulting in what presidency scholar Fred I. Greenstein 
has called the “modern presidency.” Four features dis-
tinguish the modern presidency from previous chief 
executives: greater formal and informal power; primary 
responsibility for agenda-setting; increased staff and 
advisory resources; and heightened visibility. Increased 
power creates heightened expectations for leadership, 
which presidents cannot always meet, but even so, 
presidents today exercise far more initiative in setting 
the policy agenda and promoting legislation than the 
Framers envisioned.

Source: Fred I. Greenstein, “Toward a Modern Presidency,” in 
Leadership in the Modern Presidency, ed. Fred I. Greenstein 
(Cambridge, MA: Harvard University Press, 1988), 1–6.

ConstitutionaL ConneCtions
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17-2 Social Welfare Policy 433

aged. (Giving assis-
tance as well as provid-
ing “insurance” for the 
aged was necessary 
because for the first 
few years the insurance 
program would not 
pay  out any benefits.) 
The federal government 
would use its power 
to  tax to provide the 
funds, but all of the pro-
grams (except for old-
age insurance) would 
be administered by the 
states. Everybody, rich or poor, would be eligible for the 
insurance programs. Only the poor, as defined by a 
means test (a measure to determine that incomes are 
below a certain level), would be eligible for the assistance 
programs. Though bitterly opposed by some, the result-
ing Social Security Act passed swiftly and virtually 
unchanged through Congress. It was introduced in 
January 1935 and signed by President Roosevelt in 
August of that year.

The Social Security Act became a cornerstone of 
Roosevelt’s New Deal. But many of the act’s support-
ers also wanted Washington to guarantee all citizens 

insurance program A 
self-financing government 
program based on 
contributions that provide 
benefits to unemployed or 
retired persons.

assistance program 
A government program 
financed by general income 
taxes that provides benefits 
to poor citizens without 
requiring contributions from 
them.

to those who believed the federal government had a per-
manent and major responsibility for welfare.

Roosevelt created the Cabinet Committee on 
Economic Security to consider long-term policies. The 
committee drew heavily on the experience of European 
nations and on the ideas of various American scholars 
and social workers, but it understood that it would have 
to adapt these proposals to the realities of American 
politics. Chief among these was the widespread belief 
that any direct federal welfare program might be uncon-
stitutional. The Constitution nowhere explicitly gave 
to Congress the authority to set up an unemployment 
compensation or old-age retirement program. And even 
if a welfare program were constitutional, many believed, 
it would be wrong because it violated the individualistic 
creed that people should help themselves unless they 
were physically unable to do so.

But failure by the Roosevelt administration to produce 
a comprehensive social security program, his support-
ers felt, might make the president vulnerable in the 1936 
election to the leaders of various radical social move-
ments. Huey Long of Louisiana was proposing a “Share 
Our Wealth” plan; Upton Sinclair was running for gov-
ernor of California on a platform calling for programs to 
“End Poverty in California”; and Dr. Francis E. Townsend 
was leading an organization of hundreds of thousands of 
older adults on whose behalf he demanded government 
pensions of $200 a month.

The plan that emerged from the cabinet committee 
was carefully designed to meet popular demands within 
the framework of constitutional understandings. It called 
for two kinds of programs: (1) an insurance  program 
for the unemployed and elderly, to which workers would 
contribute and from which they would benefit when they 
became unemployed or retired; and (2) an  assistance 
program for the blind, dependent children, and the 

In 1932, unemployed workers line up at a soup kitchen during the 
Great Depression.

To
ph

am
/T

he
 Im

ag
e 

W
or

ks

In 1934, Huey Long, the popular governor of Louisiana, claimed 
that Roosevelt was not doing enough to help the common man. 
But before he could become a serious threat to Roosevelt in 
the 1936 election, Long was assassinated in 1935.
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434 Chapter 17 Domestic Policy

regulated by it; thus, presumably, the opposition of the 
American Medical Association would be blunted.

Unexpectedly, however, the Ways and Means 
Committee broadened the coverage of the plan beyond 
what the administration had thought was politically fea-
sible. It added sections providing medical assistance, 
called Medicaid, for the poor (defined as those already 
getting public assistance payments) and payment of doc-
tors’ bills for the aged (a new part of Medicare). The new, 
much-enlarged bill passed both houses of Congress with 
ease. The key votes pitted a majority of the Democrats 
against a majority of the Republicans.

Johnson’s Great Society programs and “war on pov-
erty” went far beyond Roosevelt’s New Deal programs. 
But neither the chief political architects of Social Security 
in 1935 nor the main political movers behind Medicare 
and Medicaid in 1965 ever envisioned scores of millions 
of Americans receiving food, money, medicine, and other 
benefits through programs funded largely by the federal 
government. And no one contemplated that middle-class 
and even upper-income citizens would one day become 
as likely to receive federally financed health care as the 
poorest of the poor.

But that day has long since arrived. In 2010, about 
60 million Americans received Medicaid benefits, 54  million 
Americans received Social Security benefits, and 52  million 
Americans (45 million senior citizens and 7  million younger 
adults with permanent disabilities) received Medicare 
benefits.

The two largest federal social welfare programs, Social 
Security and Medicare, are bound for big increases in 
beneficiaries over the next several decades as the primary 
beneficiary population each program serves, persons age 
65 and older, grows and grows. And Medicaid, for sev-
eral decades now the largest program co-funded by the 
federal government and the states, is now being further 
expanded in most states in accordance with the latest 
federal health care law (see the discussion in Chapter 3).

including the elderly and the poor a certain minimum level 
of health care. The idea of having the government pay 
the medical and hospital bills of the elderly and the poor 
had been discussed in Washington since the drafting 
of the Social Security Act. President Roosevelt and his 
Committee on Economic Security sensed that medical 
care would be very controversial, and so health programs 
were left out of the 1935 bill in order not to jeopardize its 
chances of passage.6 The proponents of the idea did not 
abandon it, however. Working mostly within the execu-
tive branch, they continued to press, sometimes pub-
licly, sometimes behind the scenes, for a national health 
care plan. Democratic presidents, including Truman, 
Kennedy, and Johnson, favored it; Republican president 
Eisenhower opposed it; Congress was deeply divided 
on it. The American Medical Association attacked it as 
“socialized medicine.” For 30 years, key policy entrepre-
neurs, such as Wilbur Cohen, worked to find a formula 
that would produce a congressional majority.

The first and highest hurdle to overcome, however, 
was not Congress as a whole but the House Ways and 
Means Committee, especially its powerful chairman from 
1958 to 1975, Wilbur Mills of Arkansas. A majority of the 
committee members opposed a national health care pro-
gram. Some members believed it wrong in principle; oth-
ers feared that adding a costly health component to the 
Social Security system would jeopardize the financial sol-
vency and administrative integrity of one of the most popu-
lar government programs. By the early 1960s, a majority 
of the House favored a health care plan, but without the 
approval of Ways and Means it would never reach the floor.

The 1964 elections changed all that. The Johnson 
landslide produced such large Democratic majorities 
in Congress that the composition of the committees 
changed. In particular, the membership of the Ways and 
Means Committee was altered. Whereas before it had 
three Democrats for every two Republicans, after 1964 it 
had two Democrats for every one Republican. The House 
leadership saw to it that the new Democrats on the com-
mittee were strongly committed to a health care program. 
Suddenly, the committee had a majority favorable to 
such a plan, and Mills, realizing that a bill would pass and 
wanting to help shape its form, changed his position and 
became a supporter of what was to become Medicare.

Medicare became a cornerstone of Johnson’s Great 
Society. The policy entrepreneurs in and out of the gov-
ernment who drafted the Medicare plan attempted to 
anticipate the major objections to it. First, the bill would 
apply only to the aged—those eligible for Social Security 
retirement benefits. This would reassure legislators wor-
ried about the cost of providing tax-supported health 
care for everybody. Second, the plan would cover only 
hospital expenses, not doctors’ bills. Since doctors were 
not to be paid by the government, they would not be 

President Lyndon Johnson signs the Medicare Act in 1965.
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was passed by the House and Senate without a single 
Republican vote. Only 34 Democrats in the House and 
three in the Senate voted against it.7 When it passed, 
public opinion polls indicated the plan was not popular. 
Its defenders argued that as the law took effect it would 
win over most people and that in time its cost would 
go down. Its critics claimed that it would stifle health 
care by heavy regulations and rapidly rising costs. In the 
November 2010 congressional elections, the law was not 
popular and may have contributed to large Republican 
gains in the House and Senate. A case challenging the 
law’s constitutionality made it to the Supreme Court.

In 2012, the Supreme Court upheld the law’s con-
stitutionality, excepting its provisions requiring states to 
expand Medicaid coverage.8 In 2013, a reelected President 
Obama began his second term, public opinion on the law 
became more favorable, and the debate among federal 
policymakers shifted somewhat from disputes about the 
law’s overall desirability to immediate concerns about its 
 administrative workability and doubts about its long-term 
potential to contain costs.9 The law survived another legal 
challenge in 2015 when the Supreme Court ruled that the 
federal government may provide subsidies to people who 
purchase health insurance through the federal exchange 
if their state does not have its own system for compar-
ing and purchasing health-care plans.10 (Opponents had 
argued that the law permitted subsidies only for plans 
purchased through state-run exchanges.) The law’s key 
benefits are summarized in the How Things Work feature 
on this page.

two Kinds of Social Welfare programs
Today, some eight decades after Social Security was first 
debated, two kinds of social welfare programs exist in this 
country: those that benefit most or all of the people and 
those that help only a small number of them. In the first 
category are Social Security and Medicare, programs that 
provide retirement benefits or medical assistance to almost 
every citizen who has reached a certain age. In the second 

President Barack Obama signs the Affordable Health Care for 
America Act in 2010.
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The Affordable Care Act guarantees that all Americans will have 
access to health care.
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As discussed in several previous chapters, one of 
the most heated political controversies of recent years 
concerned social welfare policy, namely, the passage of 
the Patient Protection and Affordable Care Act of 2010. 
Dubbed by certain of its critics (and eventually called 
by President Obama himself) “Obamacare,” the bill 

patient protection and affordable Care act of 2010, Major provisions

•	Extends health care insurance to some 32 million 
uninsured Americans

•	Provides federal subsidies to people who have 
trouble paying

•	 Imposes a “tax” penalty on people who do not buy 
health insurance

•	Dependent children under age 26 are covered by 
parent’s insurance

•	Adds more people to Medicaid

•	 Levies fees and taxes on medical devices, drugs, 
high-cost health insurance plans, health insurers

How tHings work
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436 Chapter 17 Domestic Policy

welfare programs is their cost: who will pay, and how 
much will they pay? The biggest problem facing client-
oriented programs is their legitimacy: who should benefit, 
and how should they be served?

This political difference between these programs has 
a huge impact on how the government acts in regard to 
them. Social Security and Medicare are sacrosanct. The 
thought of making any changes that might lower the ben-
efits these programs pay is so politically risky that most 
politicians never even discuss them. As we discuss in 
the next section, because of rising senior citizen popu-
lations, rising expenses, and rising demands for more 
benefits, Medicare is in deep financial trouble today, and 
Social Security will face high financial hurdles in a few 
decades. Federal policymakers are scrambling to look for 
ways of maintaining benefits while hiding the rising costs 
or postponing dealing with them. No politician wants to 
raise taxes or cut benefits, so they adopt a variety of half-
hearted measures (like slowly increasing the age at which 
people can get these benefits) designed to postpone the 
tough decisions until they are out of office.

Client-based welfare programs—those that are 
means tested—are a very different matter. Like many other 
client-based programs, their political appeal changes as 
popular opinion about them changes. Take the old Aid to 
Families with Dependent Children (AFDC) program. When 
it was started in 1935, people thought of it as a way of 

are programs such as 
Temporary Assistance to 
Needy Children (TANF) 
and  the Supple mental 
Nutrition Assistance 
Program (SNAP, which 
encompasses Food 
Stamps) that offer help 
only to people with 
low incomes. The How 
Things Work feature 
below briefly describes 
these and other major 
social welfare programs.

Legally, the differ-
ence between the two 
kinds of social welfare 

programs is that the first have no  means test (they are 
available to everyone without regard to income) while the 
second are means tested (you must fall below a certain 
income level to enjoy them). Politically, the programs dif-
fer in how they get money from the government. The first 
kind of welfare program represents  majoritarian 
 politics: nearly everyone benefits, nearly everyone 
pays. The second kind represents  client politics: a 
(relatively) low number of people benefit, but almost 
everyone pays. The biggest problem facing majoritarian 

means test An income 
qualification program that 
determines whether one is 
eligible for benefits under 
government programs 
reserved for lower- income 
groups.

majoritarian politics 
A policy in which almost 
everybody benefits and 
almost everybody pays.

client politics A policy 
in which one small group 
benefits and almost 
everybody pays.

Major Social Welfare programs

insurance, or “contributory,” Programs

Old age, survivors, and Disability insurance (OasDi) 
Monthly payments to retired or disabled people and to 
surviving members of their families. This program, popu-
larly called Social Security, is paid for by a payroll tax on 
employers and employees. No means test.

Medicare Federal government pays for part of the cost 
of medical care for retired or disabled people covered by 
Social Security. Paid for by payroll taxes on employees 
and employers. No means test.

assistance, or “noncontributory,” Programs

Unemployment insurance (Ui) Weekly payments to 
workers who have been laid off and cannot find work. 
Benefits and requirements determined by states. Paid for 
by taxes on employers. No means test.

temporary assistance for needy Families (tanF) 
Payments to needy families with children. Replaced the 

old AFDC program. Partially paid for by block grants from 
the federal government to the states. Means test.

supplemental security income (ssi) Cash payments to 
aged, blind, or disabled people whose income is below a 
certain amount. Paid for from general federal revenues. 
Means test.

Food stamps (now part of the supplemental nutrition 
assistance Program [snaP]) Vouchers, given to people 
whose income is below a certain level, that can be used to 
buy food at grocery stores. Paid for out of general federal 
revenues. Means test.

Medicaid Pays medical expenses of persons receiving 
TANF or SSI payments. Means test.

earned income tax credit Pays cash or tax credit to 
poor working families. Means test.

How tHings work
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17-2 Social Welfare Policy 437

Still, for at least three reasons, the program’s pros-
pects for remaining solvent are pretty good. First, Social 
Security is well run, costing less than 1 percent of total 
annual expenditures to administer. Second, the program 
remains highly popular with the public, and most people 
are aware that it faces a solvency problem. Third, and 
most importantly, Congress, as it has done in the past 
when the program’s finances were faltering, will almost 

helping poor women whose husbands had been killed in 
war or had died in mining accidents. The goal was to help 
these women support their children, who had been made 
fatherless by death or disaster. Most people thought of 
these women as the innocent victims of a tragedy. No one 
thought that they would take AFDC for very long. It was 
a program to help smooth things over for them until they 
could remarry. About 30 years later, however, the public’s 
opinion of AFDC had begun to change. People started 
to think AFDC was paying money to women who had 
never married and had no intention of marrying. The gov-
ernment, according to this view, was subsidizing single-
parent families, encouraging out-of-wedlock births, and 
creating social dependency. From the mid-1960s through 
the mid-1990s, these views became stronger. AFDC had 
lost the legitimacy it needed, as a client program, to sur-
vive politically. As we discuss in more detail later in this 
chapter, even though it never accounted for as much as 
1 percent of total federal spending, in 1996, AFDC suf-
fered a fate that few decades-old federal programs of any 
type ever do, and that far more costly majoritarian social 
welfare programs never do: it was abolished.

Now, however, let’s take a closer look at Washington’s 
two biggest social welfare programs, Social Security and 
Medicare, and how the majoritarian politics surrounding 
each program helps to explain what federal policymakers 
are (or, more to the point, are not) doing as each program 
faces severe financial stresses.

Social Security and Medicare: 
Majoritarian Politics
When Social Security began in 1935 and Medicare in 
1965, many people benefited and the cost was small. 
In the late 1930s, an old-age check for a retired per-
son on Social Security was paid for by taxes levied on 
42 workers; today, only about 3 workers pay for each 
retired program beneficiary. The current Social Security 
tax is 12.4 percent of a person’s earnings (half of this 
is paid by the employer). This money is used to make 
payments to current retirees, with the leftover funds 
invested in government bonds owned by the Treasury 
Department.

But that system is breaking down as millions more 
Americans retire and depend on Social Security for 
some or all of their income. By 2030, nearly one in five 
Americans will be age 65 or older; each day, about 
10,000 baby boomers (Americans born between 1946 
and 1964) turn 65. In 2012, Social Security paid ben-
efits of about $775 billion to around 57 million people. 
In its 2013 report, the Social Security Board of Trustees 
projected that by 2033, if Congress does not act before 
then, Social Security will be able to pay only 77 percent 
of scheduled benefits.

Social Security

Most European democracies began social security 
systems earlier than the United States did. Even for its 
time, the U.S. Social Security program that began in 
1935 was a relatively modest insurance-based retire-
ment program.

Today, nearly eight decades later, the U.S. Social 
Security program has grown dramatically and cov-
ers more than “old age, disability, and survivors.” Still, 
European nations not only started sooner but have 
developed far more comprehensive—and expensive—
social security systems than America has yet known.

In many European countries, social security programs 
extend well beyond retirement benefits or pensions 
to funding for work-related injury, sickness, maternity 
leave, and more; the retirement age for eligibility is 
lower than it is in the United States; and the benefits 
are, on average, greater.

For example, while the average American has received 
maybe half of his or her working-life income in benefits, 
a typical French or German worker has retired several 
years earlier and received as much as 70 percent of his 
or her working-life income in benefits. Social security 
benefits here are earnings-related, but many European 
nations (Ireland, Switzerland, and the United Kingdom, 
to name just three) provide a flat-rate pension indepen-
dent of earnings.

Nothing is free: Europeans have paid two to three times 
as much as Americans in program-related taxes. And, 
unlike some European and other nations, the United 
States has avoided “dual Social Security taxation” via 
bilateral agreements and policies that do not require 
either foreign workers in America or Americans who 
work abroad to pay social security to both countries.

Sources: U.S. Social Security Administration, Social 
Security Programs Throughout the World, September 
2008, and “U.S. International Social Security 
Agreements,” 2009, accessed May 27, 2010, at www.ssa 
.gov/international/agreements_overview.html.

How we Compare
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438 Chapter 17 Domestic Policy

payments” to doctors, hospitals, medical equipment com-
panies, and other organizations and individuals that it pays 
or reimburses.

Federal policymakers at both ends of Pennsylvania 
Avenue and in both parties have struggled to solve each 
major social welfare program’s problems. For instance, 
in 2001, the bipartisan Commission to Strengthen Social 
Security suggested, and President George W. Bush 
proposed, modifying Social Security by allowing people 
to invest a portion of their tax contributions into private 
mutual funds that generate higher returns than what 
the government can pay. The commission provided this 
example: If the average worker paid 1 percent of his or her 
income, matched by 1 percent contributed by the gov-
ernment, into a mutual fund that held both stocks and 
bonds, and he or she worked from age 21 to 65, that per-
son at age 65 would have more than $500,000, in addi-
tion to Social Security. If both husband and wife worked 
all of these years, they would have more than $1 million. 
Congress, however, did not agree, and since 2001, similar 
proposals have gone nowhere in Washington.

In 2003, a new Medicare bill was passed, designed 
in part to change the system by allowing people to save, 
tax-free, money for medical expenses. But the gains 
this produced would be partially offset by a huge new 
benefit to retired persons that was the law’s real center-
piece: payments for prescription drugs or, as it became 
officially known, Medicare Part D (see the How Things 
Work feature on page 439). In 2011, Senator Ron Wyden 
(D-OR) and Representative Paul Ryan (R-WI) introduced 
a Medicare reform plan. Among other provisions, the 
Wyden-Ryan plan reduced benefits for the wealthiest 
senior citizens. It featured a “premium support” (voucher-
type) option under which beneficiaries could choose 
either a traditional Medicare plan or a Medicare-approved 
private plan. Total out-of-pocket Medicare costs were to 
be capped at $6,000 per person, and low-income citi-
zens who could not pay the cap would receive a subsidy 
from the government. The bipartisan proposal generated 
much election-year debate but resulted in no far-reaching 
Medicare reform legislation.

As we learned in Chapter 7 (see pages 156–158), 
there are several significant inter-generational gaps in 
public opinion. “Millennial generation” Americans (ages 
18–29) differ from senior citizens on issues ranging from 
same-sex marriage to immigration. There is a similar age 
gap in opinion on what to do about Social Security and 
Medicare. Unlike older Americans, most voters under 
age 30 favor putting Social Security taxes into private 
accounts and using Medicare benefits to purchase pri-
vate health insurance (see Figure 17.2).

But, as we learned in Chapter 8, older Americans 
vote at much higher rates than young Americans do, 
most especially in midterm congressional elections. 

certainly act well before 2033 to increase future funding 
so that all scheduled benefits get paid.

Like Social Security, Medicare is a widely popular 
program. Medicare, however, poses a more formidable 
financial challenge than Social Security does. In 1965, 
supporters of Medicare said it would not cost more than 
$8 billion a year. Today, Medicare costs more than $550 
billion a year. Even when adjusted for inflation (a dollar in 
1965 bought what about $7.38 did in 2013), that is about 
75 times what the program cost when it started. Medicare 
now has more than 50 million beneficiaries (about 45 mil-
lion senior citizens and most of the rest younger citizens 
with disabilities). The number of Medicare beneficiaries is 
expected to grow by about 50 percent over the next 20 
years, reaching about 80 million in the early 2030s.

As presently structured, Medicare allows beneficia-
ries to visit the doctor or go to the hospital pretty much 
whenever they feel they need to do so. The doctor or 
hospital is paid a fee for each visit. This creates three 
problems: some people use medical services when they 
don’t really need them; some doctors and hospitals over-
charge the government for their services; and doctors 
and hospitals are paid on the basis of a government-
approved payment plan that can change whenever the 
government wants to save money.

The health care reform law that was enacted in 2010 
has scores of different provisions that affect Medicare. 
A number of these provisions are intended to make 
Medicare work better and cost less by instituting more 
sophisticated systems for tracking differences in pricing 
for given medical services. By 2013, it had already been 
discovered that for-profit hospitals billed Medicare at a 29 
percent higher rate, on average, than nonprofit or govern-
ment-owned hospitals.11 To treat a Medicare patient with 
a simple case of pneumonia (no complications), Medicare 
paid $124,051 in Philadelphia; $5,093 in Water Valley, 
Mississippi; and, on average, $24,549 nationally.12 Even 
within a given city, hospitals just blocks apart charged 
Medicare widely different prices for the same services 
(lower joint replacements, treating complicated cases of 
asthma or bronchitis, and many others).13

Whether efforts to make Medicare beneficiaries more 
cost-conscious and Medicare providers less prone to 
overbill will do much to contain costs or improve services 
remains to be seen. In its 2012 report, the Medicare Board 
of Trustees forecast that, even given favorable economic 
assumptions, including projected savings to be wrought 
by just such measures, the program’s trust fund will run 
out of money in 2024.14 Medicare’s long-term liability 
is estimated to be more than $40 trillion. The program’s 
administrative overhead costs are relatively low (about 
5 percent of annual expenditures), but a 2011 report by 
the Government Accountability Office estimated that each 
year Medicare makes at least $48 billion in “improper 
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17-2 Social Welfare Policy 439

It may be tempting to see the politics of Social 
Security and Medicare as a species of client politics in 
which older citizens benefit and young and middle-aged 
citizens pay. But resist that temptation. It is true that older 
citizens vote at higher rates than young ones do. It is also 
true that interest groups like the AARP that advocate or 
lobby for older adults and retirees have great influence in 
Washington. But most citizens, young and old alike, sup-
port the programs; and most oppose trimming benefits 

Besides, even after years of serious to dire public 
warnings by present and former lawmakers and blue-
ribbon bodies of experts, in 2011, only 8 percent of 
the public was willing to entertain “major reductions 
in benefits” for either program, only a quarter (Social 
Security) and a third (Medicare) was willing to consider 
“minor reductions in benefits,” and a majority in each 
case opposed increasing taxes to pay for benefits (see 
Figure 17.3).

Medicare aBCDs

Medicare is a federal health insurance program that cov-
ers most senior citizens age 65 or older, some younger 
people with disabilities, and people with end-stage renal 
disease. Today, it covers more than 50 million elderly and 
disabled persons.

Part a: hospital insurance

It covers inpatient care in hospitals, and also helps cover 
skilled nursing facility care, hospice care, and home health 
care. Some people pay a monthly premium; others do not.

Part b: Medical insurance

It covers doctors’ services, hospital outpatient care, and 
some preventive services. The standard monthly premium 

in 2009 was $96.40. It gets deducted automatically from 
your Social Security check.

Part c: Medicare advantage Plus

Basically, it sets the terms under which companies 
that contract with the Medicare program must provide 
benefits.

Part D: Prescription Drug coverage

Participation is voluntary, and the monthly premium 
depends on how much coverage you have.

How tHings work

 Figure 17.2  Opinion on Medicare and social security Proposals, by generation
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Source: Adapted from Andrew Kohut, “Debt and Deficit: A Public Opinion Dilemma,” Pew Research Center for the People & the Press, 
June 14, 2012.
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 Figure 17.3  Public Opinion on changing Medicare and social security
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Source: ABC News/Washington Post Poll, March 10–13, 2011; Kaiser Family Foundation/Harvard School of Public Health Poll, January 4–14, 
2011; and School of Public Policy, University of Maryland and Center on Policy Attitudes, “How Americans Would Deal with the Budget Deficit,” 
February 3, 2011, 49.

and tinkering too much with how the programs pres-
ently work. Each program is widely perceived as one into 
which all people pay and from which all people can and 
should benefit. The fact that many people receive more in 
benefits than they ever pay in, like the fact that the pro-
grams’ massive unfunded liabilities do not fall equally on 
people of all ages (and will also be borne by citizens yet 
to be born), would seem to have little bearing on popular 
attitudes toward these highly popular programs.

Apparently, most federal policymakers also feel that 
way about the programs; regardless, even those that may 
feel differently know that they would court real reelection 
troubles if they publicly prescribed deep cuts in benefits or 
steep tax increases for either program. For instance, the 
first lines of the aforementioned Wyden-Ryan Medicare 
reform plan read like a majoritarian politics rhapsody: the 
goal was to “strengthen Medicare and health security for 
all,” with “no changes for those in or near retirement,” and 
guaranteeing that Americans age 56 and older “would 
see no changes to the structure of their benefits” save 
any changes they might voluntarily opt to make.

Social Welfare policy in america: 
Four Distinctive Features
But not all social welfare policies and programs are so 
supported by majoritarian politics. Here is a little thought 

experiment: Try imagining federal policymakers in both 
parties, as they head into a presidential election season, 
fighting with each other for recognition by voters as hav-
ing led the charge to “end Social Security as we know 
it” or “end Medicare as we know it.” That’s impossible 
to imagine. Yet, with respect to claiming credit for “end-
ing welfare as we know it”—specifically, ending the Aid 
to Families with Dependent Children (AFDC) program, 
which provided cash assistance and other benefits to 
eligible low-income families with children—that is what 
happened during the 1996 elections. Republicans led by 
House Speaker Newt Gingrich (R-GA), and Democrats 
led by President Bill Clinton (who coined the phrase), each 
claimed credit for eliminating the program and replac-
ing it with a “work-based welfare” program, Temporary 
Assistance to Needy Families (TANF).

Before describing the particular client politics that led 
to AFDC’s demise and TANF’s rise, it is first necessary to 
understand that social welfare policy in the United States, 
most especially as it relates to antipoverty programs 
designed primarily to benefit low-income children and 
families, is shaped by four factors that make it different 
from what exists in many other nations. First, Americans 
generally have taken a more restrictive view of who is 
entitled to government assistance. Second, America has 
been slower than other countries to embrace the “welfare 
state.” Third, Americans have insisted that the states play 
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today when middle-class Americans, through programs 
such as Social Security, receive the largest share of social 
welfare dollars. Though they recognize that many people 
through no fault of their own cannot buy groceries and 
thus need funds, they would still prefer that, to the extent 
possible, adults that need help because they are sick, 
disabled, unemployed, or have a job that pays too little to 
cover basic life necessities, be given services (education, 
training, medical care) rather than money. Throughout 
much of American history, social welfare policies have 
reflected a general philosophical disposition in favor of 
providing services rather than money to adults deemed 
deserving of government assistance.

The second striking fact about American social welfare 
policy is how late in our history it arrived (at least at the national 
level) compared to other nations. By 1935, when Congress 
passed the Social Security Act, at least 22 European nations 
already had similar programs, as did Australia and Japan.16 
Germany was the first to create a nationwide social security 
program when it developed sickness and maternity insur-
ance in 1883. Six years later, it added old-age insurance and 
in 1927 unemployment insurance.

The United Kingdom offers perhaps the clearest con-
trast with the United States. In 1908, a national system of 
old-age pensions was set up, followed three years later 
by a plan for nationwide health and unemployment insur-
ance.17 The United Kingdom had a parliamentary regime 
in which a political party with liberal sentiments and a large 
majority had come to power. With authority concentrated 
in the hands of the prime minister and his cabinet, there 
was virtually no obstacle to instituting measures, such as 
welfare programs, that commended themselves to party 
leaders on grounds of either principle or party advantage. 
Furthermore, the British Labour party was then beginning 
to emerge. Though the party was still small (it had only 
30 seats in Parliament in 1908), its leaders included peo-
ple who had been influential in formulating social welfare 
programs that the leaders of the dominant Liberal party 
backed. And once these programs were approved, they 
were in almost all cases nationally run: there were no state 
governments to which authority had to be delegated or 
whose different experiences had to be accommodated.

Moreover, the British in 1908 were beginning to think 
in terms of social classes, to accept the notion of an activist 
government, and to make welfare the central political issue. 
Americans at that time also had an activist leader, Theodore 
Roosevelt; there was a progressive movement; and labor 
was well along in its organizing drives. But the issues were 
defined differently in the United States. Progressives, or at 
least most of them, emphasized the reform of the politi-
cal process—by eliminating corruption, by weakening the 
parties, and by improving the civil service—and attacked 
bigness by breaking up industrial trusts. Though some 
progressives favored the creation of a welfare state, they 

a large role in running social welfare programs. Fourth, 
nongovernmental organizations (both for-profit busi-
nesses and nonprofit groups) play a large role in adminis-
tering social welfare policies.

The first distinctive feature of the American welfare 
state involves who benefits. The way most Americans 
have seen it, who benefits has been a question of who 
deserves to benefit. Americans usually have insisted that 
public support be given only to those who cannot help 
themselves. But what does it mean to say that a per-
son cannot help him- or herself? Surely a disabled, blind, 
elderly woman deserted by her family cannot do much to 
help herself, but would she still be deserving of public aid 
were she merely disabled or merely elderly? And to what 
extent should government require that her family support 
her? Social welfare policy since the 1930s has been fun-
damentally shaped by a slow but steady change in how 
Americans and their elected leaders have separated the 
“deserving” from the “undeserving” poor.

That most Americans have thought this way may 
make us forget there are other ways of thinking about 
government assistance. The major alternative view is to 
ask not who deserves help but what each person’s “fair 
share” of the national income is. Seen this way, the role 
of government is to take money from those who have a 
lot and give it to those who have only a little, until each 
person has, if not the same amount, then at least a fair 
share. But defining a “fair share” is even more difficult 
than defining the “deserving poor.” Moreover, Americans 
have generally felt that giving money to people who are 
already working, or who could work if they chose to, 
is unfair. In some nations—Sweden is an example— 
government policy is aimed at redistributing income from 
better-off to not-so-well-off persons, without regard to 
who “deserves” the money.

Thus Americans base antipoverty policy on the con-
cept of “help for the deserving poor” rather than “redis-
tribution to produce fair shares.”15 They have done so 
because, as most surveys continue to suggest, they 
believe citizens should be encouraged to be self-reliant, 
people who work hard will get what they deserve, and 
giving money to people who could help themselves 
will produce a class of “chiselers,” subsidize “welfare 
dependency,” and encourage “voluntary nonwork” and 
other behaviors that they think it best to discourage. If 
Americans believed success at work was a matter of luck 
rather than effort or was dictated by forces over which they 
had no control, they might support a different approach, 
one closer to that followed in many European democra-
cies. The very title of the 1996 federal law that abolished 
AFDC reflects this view. It was named “The Personal 
Responsibility and Work Opportunity Reconciliation Act.”

Moreover, Americans have always been a bit uneasy 
about giving money to people. That remains true even 

00051_ch17_hr_427-460.indd   441 10/17/15   1:34 PM

Copyright 2017 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



442 Chapter 17 Domestic Policy

the Jewish Federation, and Catholic Charities—have 
received large federal grants and long participated in the 
administration of federal social welfare programs. The 
1996 law that abolished the AFDC program contained a 
provision (Section 104) directing that religious nonprofit 
organizations, including small community-based groups, 
be permitted to compete for government grants with 
which to administer federal welfare-to-work and related 
policies. The provision, known as charitable choice, 
enjoyed bipartisan support. The provision prohibited reli-
gious organizations from using any public funds for pros-
elytizing, religious instruction, or worship services, but 
also prohibited the government from requiring them to 
remove religious art or iconography from buildings where 
social service delivery programs funded in whole or in 
part by Washington might be administered.

During the 2000 presidential race, both Vice President 
Al Gore and Governor George W. Bush endorsed chari-
table choice and called for expanding government grants 
to qualified religious nonprofit organizations. In 2001, 
President Bush created a White House “faith-based” office 
with centers in five cabinet agencies. In 2009, President 
Obama renamed but retained that White House office and 
expanded its centers to all federal cabinet agencies as well 
as the Corporation for National and Community Services 
(the agency responsible for most national service pro-
grams funded by Washington). During President Obama’s 
first term, federal grants to religious nonprofit organizations 
increased, and new “faith-based and neighborhood part-
nership” initiatives were launched, like one that expanded 
the U.S. Department of Agriculture’s capacity to deliver 
free meals to needy children in the summer months.

From aFDC to taNF: Client politics
All four distinctive features of social welfare policy in the 
United States are evident in the story of what came to be 
called Aid to Families with Dependent Children (AFDC). The 
program began as part of the Social Security Act of 1935. It 
was scarcely noticed at the time. In response to the Great 
Depression, the federal government promised to provide 
aid to states that in many cases were already running pro-
grams to help poor children who lacked a father.

Because AFDC involved giving federal aid to existing 
state programs, it allowed the states to define what con-
stituted “need,” to set benefit levels, and to administer 
the program. Washington did set (and, over the years, 
continued to increase) a number of rules governing how 
the program would work, however. Washington told the 
states how to calculate applicants’ incomes and, after 
1965, required the states to give Medicaid to AFDC recip-
ients (a fact that we return to in the next section when 
we parse Medicaid’s policy dynamics). The states had 
to establish mandatory job-training programs for many 
AFDC recipients and to provide child care programs 

charitable choice Name 
given to four federal laws 
passed in the late 1990s 
specifying the conditions 
under which nonprofit 
religious organizations 
could compete to administer 
certain social service delivery 
and welfare programs.

were a distinct minority. 
They had few allies in 
organized labor (which 
was skeptical of public 
welfare programs) and 
could not overcome the 
general distrust of big 
government and the 
strong preference for 
leaving matters of wel-
fare in state hands. In 

sum, what ordinary politics brought to England in 1908–
1911, only the crisis politics of 1935 would bring to the 
United States. But once started, the programs grew. By 
1983, almost one-third of all Americans received benefits 
from one or more social welfare programs, and today 
some estimates put the fraction closer to one-half.

The third factor involves the degree to which fed-
eralism has shaped national social welfare policy. Since 
the Constitution was silent on whether Congress had 
the power to spend money on welfare and since pow-
ers not delegated to Congress were reserved to the 
states, it was not until the constitutional reinterpretation 
of the 1930s (see Chapter 16) that it became clear that 
the federal government could do anything in the area of 
social policy. At the same time, federalism meant that 
any state so inclined could experiment with welfare pro-
grams. Between 1923 and 1933, 30 states enacted 
some form of an old-age pension. By 1935 all but two 
states had adopted a “mother’s pension”—a program 
whereby a widow with children was given financial assis-
tance, provided that she was a “fit mother” who ran a 
“suitable home.” The poor were given small doles by 
local governments, helped by private charities, or placed 
in almshouses. Only one state, Wisconsin, had an unem-
ployment insurance program.

Politically the state programs had a double-edged 
effect: they provided opponents of a federal welfare sys-
tem with an argument (the states were already provid-
ing welfare assistance), but they also supplied a lobby 
for federal financial assistance (state authorities would 
campaign for national legislation to help them out). Some 
were later to say that the states were the laboratories for 
experimentation in welfare policy. When the federal gov-
ernment entered the field in 1935, it did so in part by 
spending money through the states, thereby encouraging 
the formation in the states of a strong welfare bureau-
cracy whose later claims would be difficult to ignore.

A fourth distinctive feature of social welfare policy in 
the United States is that much of it is administered via 
grants and contracts to nongovernmental institutions, 
both for-profit firms and nonprofit organizations. For 
example, many large national nonprofit organizations—
such as Big Brothers Big Sisters of America, Youth Build, 
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Critics countered that if you added together all the ben-
efits they were receiving (Food Stamps, Medicaid, hous-
ing assistance, etc.), benefit levels were actually going 
up. Politicians complained that healthy parents were 
living off AFDC instead of working. The AFDC law was 
revised many times, including in 1988 (just eight years 
before AFDC was abolished). But the program was never 
revised in a way that satisfied all, or even most, of its crit-
ics. Though AFDC recipients were only a small fraction of 
all Americans, they had become a large political problem.

What made the political problem worse was that the 
composition of the people in the program had changed. 
In 1970, about half of the mothers on AFDC were there 
because their husbands had died or divorced them; only 
a quarter had never been married. By 1994, the situa-
tion had changed dramatically: Only about a quarter of 
AFDC mothers were widowed or divorced, and over half 
had never been married at all. And though most women 
on AFDC for the first time got off it after just a few years, 
almost two-thirds of the women on AFDC at any given 
moment had been on it for eight years or more.

These facts, combined with the increased propor-
tion of out-of-wedlock births in the country as a whole, 
made it virtually impossible to sustain political support 
for what had begun as a noncontroversial client pro-
gram. In 1996 AFDC was abolished. It was replaced by 
Temporary Assistance for Needy Families (TANF), a block 
grant program that set strict federal requirements about 
work and limited how long families can receive federally 
funded benefits. In 2002, during the largely consensual 
congressional debate over reauthorizing TANF, even 

for working AFDC parents. Washington also required 
that women on AFDC identify their children’s fathers. In 
addition to the growing list of requirements, Washington 
created new programs for which AFDC recipients were 
eligible, such as food stamps, the Earned Income Tax 
Credit (EITC—a cash grant to poor parents who were 
working), free school meals, various forms of housing 
assistance, and certain other benefits. But while all this 
was happening, public opinion moved against the AFDC 
program.

By the time that abolishing AFDC was being debated 
in Congress, opinion surveys found more than 70 per-
cent of the public agreed that people “abuse the system 
by staying on too long,” more than 60 percent agreed 
that the system “gives people benefits without requir-
ing them to do work” and also permits people “to cheat 
and commit fraud to get welfare benefits,” and about 
60 percent agreed that the program encourages out-of-
wedlock births.18 The combination of souring public opin-
ion, increasing federal regulations, and a growing roster 
of benefits produced a program that lost many one-time 
supporters. The states disliked having to conform to a 
growing list of federal regulations. The public disliked 
the program because over time it came to be viewed 
as weakening the family by encouraging out-of-wedlock 
births (since AFDC recipients received additional benefits 
for each new child). The public worried that AFDC recipi-
ents were working covertly on the side; the data proved 
that this was true of at least half of them in several large 
cities. AFDC recipients saw that the actual (inflation-
adjusted) value of their AFDC checks was going down. 

People rally against funding cuts for the Supplemental Nutrition Assistance Program.
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low-income persons who were not Medicare-eligible 
senior citizens might receive some health care coverage. 
Today, Medicaid is still a means-tested program that pays 
the medical expenses of persons receiving TANF pay-
ments, mainly TANF-eligible low-income adults and their 
dependent children.

But now look closer. Medicaid also pays medical 
expenses of persons receiving Social Security benefits, 
including senior citizens that have spent down their life 
savings and require long-term medical care, people with 
permanent or total disabilities, and others, including cer-
tain Medicare enrollees. It is true that about two-thirds 
of all Medicaid beneficiaries are low-income children 
plus nondisabled low-income adults; the other third 
are nonelderly disabled adults plus low-income or dis-
abled senior citizens. But it is also true that about two-
thirds of Medicaid dollars are spent on the one-third of 
the Medicaid beneficiaries that are elderly or disabled. 
The other third or so of Medicaid dollars are spent on 
the roughly two-thirds of the Medicaid beneficiaries that 
are TANF-eligible nondisabled low-income adults or low-
income children. The average annual per capita Medicaid 
expenditure for disabled and elderly beneficiaries has 
been more than four times the average annual per cap-
ita Medicaid expenditure for nondisabled adult or low-
income child beneficiaries.

In the mid-1990s, when AFDC was being disman-
tled, more than five times as much public money was 
being spent on Medicaid as was being spent on AFDC, 
and a majority of Medicaid beneficiaries were also AFDC 
beneficiaries. But Medicaid has had, and continues to 
have, a beneficiary population that AFDC did not, namely, 
senior citizens and disabled persons. Today, just as it was 
some two decades ago when Congress was about the 
business of ending AFDC, Medicaid is the main source 
of public funding for long-term care, accounting for 
more than half of all government spending on nursing 
homes, intermediate-care facilities, and medical home-
care services. In Congress as well as in state legislatures, 
Medicaid has had political support from interest groups 
beyond those advocating directly for its various benefi-
ciaries, namely, the for-profit firms and nonprofit organi-
zations that receive billions of dollars each year to supply 
nursing-home care and other services.

Thus it is that the policy dynamics surrounding 
Medicaid mix client politics with majoritarian politics. Over 
the last two decades, most proposals to “cut Medicaid” 
have actually been proposals to trim program benefits for 
the program’s TANF-eligible adult, nondisabled popula-
tions. Almost nobody thinks of poor senior citizens, poor 
children, or disabled persons as “undeserving.” Since 
the late 1990s, while Medicaid benefits for TANF-eligible 
adults have remained flat or been reduced in some states, 
Medicaid benefits for the program’s youngest and oldest 

many who had opposed these strategies in 1996 (when 
TANF replaced AFDC) now supported them. By 2006, a 
decade after abolishing AFDC, welfare caseloads nation-
ally had declined by 62 percent. “Ending welfare as we 
know it,” as in ending AFDC, was widely, albeit no means 
universally, viewed as a success.

During President Obama’s first term, critics charged 
that the administration was weakening TANF’s work 
requirements and permitting TANF recipients to receive 
benefits longer than the program’s rules allowed. The 
facts, however, told a different tale: TANF recipients, 
like most Americans generally, were simply having ever 
greater trouble finding or keeping work amidst the 
nation’s deep economic downturn. Similarly, the number 
of people receiving food stamps increased from about 
28   million in 2008 to about 47 million in 2012. Even 
though most new food stamp recipients entered the pro-
gram after losing jobs or having other financial problems 
that reduced their incomes, during the 2012 presidential 
campaign, a debate began over the estimated 2 million or 
so “able-bodied” food stamp recipients that did not meet 
all the usual program eligibility criteria, and over allega-
tions concerning widespread “waste, fraud, and abuse” 
in the program. Again, the facts told a different tale: About 
40 percent of all food stamps beneficiaries were children, 
about 8 percent were senior citizens, and nearly half of 
all persons receiving benefits lived in a household where 
someone worked for low wages.

In sum, although they may be quite controversial 
when they are first proposed and debated, social welfare 
programs such as Social Security and Medicare that are 
perceived to benefit wide classes of citizens at a cost that 
is shared by most people (majoritarian politics) become 
politically sacrosanct, even though, as is presently true for 
both Social Security and Medicare, they have huge costs, 
pose present and future financial burdens, make billions 
of dollars in improper payments, and pay out to most 
beneficiaries more than those beneficiaries ever pay in. 
In stark contrast, although they may stir little controversy 
or go virtually unnoticed when they are first proposed 
and debated, social welfare programs such as the late 
AFDC that are perceived to benefit only certain groups 
of citizens at a cost that is shouldered by most people 
(client politics) will be established and remain politically 
protected only if the cost to the public at large is not per-
ceived to be great and if the people receiving the benefit 
are widely deemed “deserving.”

Medicaid: Client and Majoritarian
At first glance, Medicaid may seem closer to the old AFDC 
program and the present TANF program than it does to 
Social Security and Medicare. As explained earlier in this 
chapter, in 1965, Medicaid was enacted into law in the 
11th hour of Medicare’s approval so that at least some 
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will be portrayed as a sinister elite on whom politicians 
can blame war, inflation, unemployment, and pollution. 
Defenders of business worry that corporations will be 
taxed excessively to pay for social programs that in turn 
will produce more votes for politicians. Just as bad, in this 
view, is the tendency of universities (on which corpora-
tions must rely for technical experts) to inculcate antibusi-
ness values in their students.21

As the theory of the policymaking process presented 
in this book should suggest, neither of these two extreme 
views of business-government relations is entirely cor-
rect. These relations depend on many things, including 
the kind of business regulation policy proposed. Instead 
of clenching our fists and shouting pro-business or anti-
business slogans at each other, we should be able, after 
applying this theory to the available facts, to make more 
careful and exact statements of the following sort: “If cer-
tain conditions exist, then business regulation policy will 
take certain forms.”

antitrust Laws: Majoritarian politics
Not all efforts to regulate business pit one group against 
another. From time to time, laws are passed that reflect 
the views of a majority of voters that is neither imposing 
its will on a hostile business community nor acceding to 
the desires of a privileged industry.

Much of the antitrust legislation passed in this 
 country—including the Sherman Act (1890), parts of the 
Federal Trade Commission Act (1914), and the Clayton Act 
(1914)—has been the result of majoritarian politics. Toward 
the end of the 19th century, a broadly based criticism arose 
of business monopolies (then called trusts) and, to a lesser 
extent, of large corporations, whether or not they monopo-
lized trade. The Grange, an organization of farmers, was 
especially outspoken in its criticism, and popular opinion 
generally—insofar as we can know it in an era without poll-
sters—seems to have been indignant about trusts and in 
favor of “trust-busting.” Newspaper editorials and maga-
zine articles frequently dwelt on the problem.22

But though antitrust feeling was strong, it was also rel-
atively unfocused: No single industry was the special target 
of this criticism (the oil industry, and especially the Standard 
Oil Company, came as close as any), and no specific regu-
lation was proposed. In fact, there was no general agree-
ment about how to define the problem: for some it was 
monopoly; for others sheer bigness; and for still others the 
legal basis of the modern corporation. The bill proposed by 
Senator John Sherman did not clarify matters much: While 
it made it a crime to “restrain” or “monopolize” trade, it did 
not define these terms, nor did it create any new regulatory 
agency charged with enforcing the law.23

No doubt some large corporations worried about 
what all this would mean for them, but few felt sufficiently 

beneficiaries, as well for its disabled beneficiaries, have 
remained stable or grown just about everywhere, including 
through related policies and programs such as the State 
Children’s Health Insurance Program, known as S-CHIP.

In sum, because of its client politics components, 
Medicaid is not as politically sacrosanct as either Social 
Security or Medicare each are; but, because of its majori-
tarian politics components, Medicaid, unlike AFDC, has 
survived every major push for program-wide cuts while 
preserving most benefits for TANF-eligible nondisabled 
adults and expanding benefits for low-income children; 
and there is not now nor has there ever been any politi-
cally significant constituency for “ending Medicaid as 
we know it.” Still, it is too soon to know how Medicaid’s 
politics might change as the now roughly $400 billion 
a year federal-state program continues to expand, or 
whether the state-to-state differences in benefit lev-
els for some or all of its beneficiary populations will 
shrink or widen as the new federal health care policy is 
implemented.

17-3 Business regulation 
policy
Efforts by government to regulate business not only illus-
trate the four kinds of policymaking politics, but also shed 
light on a facet of political life that many people think is 
fundamental to understanding who governs and to what 
ends—namely, the relationship between wealth and power.

To some observers, the very existence of large cor-
porations is a threat to popular rule. Economic power will 
dominate political power, they believe, for one or more 
of three reasons: first, because wealth can be used to 
buy influence; second, because politicians and business 
leaders have similar class backgrounds and thus similar 
beliefs about public policy; and third, because elected 
officials must defer to the preferences of business so 
as to induce corporations to keep the economy healthy 
and growing. Karl Marx, of course, proposed the most 
sweeping version of the view that economics controls 
politics; for him the state in a capitalist society was noth-
ing more than the executive committee of the propertied 
classes.19 But there are other non-Marxist or neo-Marxist 
versions of the same concern.20

To other observers, politics, far from being subor-
dinate to economic power, is a threat to the very exis-
tence of a market economy and the values—economic 
growth, private property, personal freedom—that they 
believe such an economy protects. In this view, politi-
cians will find it in their interest, in their struggle for votes, 
to take the side of the nonbusiness majority against that 
of the business minority. The heads of large corpora-
tions, few in number but great in wealth, fear that they 
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in power than by interest-group pressures. For example, 
the Reagan administration decided the benefits of trying 
to break up IBM were not worth the costs, and thus it 
ended its antitrust prosecution of the giant computer firm. 
At the same time, however, it decided it was desirable 
to break up American Telephone and Telegraph (AT&T), 
making the local phone companies independent of AT&T 
and forcing AT&T to compete with other long-distance 
service providers. In the 1990s, the Clinton administration 
brought an antitrust suit against computer software giant 
Microsoft.

Between 2001 and 2008, the Bush administration, 
through a high-level White House task group led by Vice 
President Dick Cheney, reversed many Clinton-era poli-
cies and reinstated Reagan-era ones. Then, in 2009, with 
the country beset by a major economic crisis, the Obama 
administration proposed overhauling antitrust policies yet 
again, folding its plan into a proposal that would central-
ize all relevant financial regulatory powers in just a few 
federal agencies. And Christine Varney, a strong antitrust 
enforcement advocate, was appointed to head the new 
administration’s antitrust investigations within the U.S. 
Department of Justice.

In sum, as with most majoritarian policies, antitrust 
regulation tends to reflect broad philosophies of gover-
nance more than interest-group activity.

Labor and Occupational health 
and Safety: Interest-Group politics
Organized interest groups are very powerful, however, 
when the regulatory policies confer benefits on a particu-
lar group and costs on another, equally distinct group.

In 1935, labor unions sought government protec-
tion for their right to organize, to bargain collectively with 
industry, and to compel workers in unionized industries 
to join the unions. Business firms opposed these plans. 
The struggle was fought out in Congress, where the 
unions won. The Wagner Act, passed that year, cre-
ated the National Labor Relations Board (NLRB) to regu-
late the conduct of union-organizing drives and to hear 
complaints of unfair labor practices brought by workers 
against management.

But the struggle was far from over. In 1947, manage-
ment sought to reverse some of the gains won by unions 
by pressing for a law (the Taft-Hartley Act) that would 
make illegal certain union practices (such as the closed 
shop and secondary boycotts) and would authorize the 
president to obtain a court order blocking for up to 80 
days any strike that imperiled “national health or safety.” 
Business won.

Business and labor fought round three in 1959 over 
a bill (the Landrum-Griffin Act) intended to prevent cor-
ruption in unions, to change the way in which organizing 

threatened to try very hard to defeat the bill. It passed the 
Senate by a voice vote and the House by a vote of 242 to 0.

Laws are not self-executing, and vague laws are 
especially likely to lie dormant unless political leaders 
work hard at bringing them to life. For the first decade or 
so after 1890, only one or two antitrust cases a year were 
filed in the courts. In 1904, President Theodore Roosevelt 
persuaded Congress to provide enough money to hire 
five full-time lawyers, and soon the number of prosecu-
tions increased to about seven a year. Then in 1938, 
President Franklin Roosevelt appointed as head of the 
Antitrust Division of the Justice Department a vigorous 
lawyer named Thurman Arnold, who began bringing 
an average of 50 cases a year.24 Today, more than 400 
lawyers in the division sift through complaints alleging 
monopolistic or other unfair business practices. Though 
controversy exists over the kinds of cases that should be 
brought, there is no serious effort among either politicians 
or business leaders to abandon the commitment to a firm 
antitrust policy, the strongest such policy found in any 
industrial nation.

The antitrust laws were strengthened in 1914 by 
bills that created the Federal Trade Commission and 
made (via the Clayton Act) certain specific practices, 
such as price discrimination, illegal. As with the earlier 
Sherman Act, the advocates of these measures had a 
variety of motives. Some proponents favored these laws 
because they would presumably help consumers (by 
preventing unfair business practices); other proponents 
supported them because they might help business (by 
protecting firms against certain tactics that competitors 
might employ).

President Woodrow Wilson endorsed both of these 
bills and helped create a broad coalition on behalf of the 
legislation; the Federal Trade Commission Act and the 
Clayton Act passed Congress by lopsided majorities.25

As with the Sherman Act, there has been continual 
controversy about how these laws should be adminis-
tered. But this controversy, like the debate over the initial 
passage of the laws, has not been dominated by interest 
groups.26 The reason for the relative absence of interest-
group activity is that these laws do not divide society 
into permanent and identifiable blocs of proponents and 
opponents. Any given business firm can be either helped 
or hurt by the enforcement of the antitrust laws. One year, 
the XYZ Widget Company may be sued by the govern-
ment to prevent it from unfairly advertising its widgets, and 
the next year the same XYZ Company may ask the gov-
ernment to prosecute its competitor for trying to drive XYZ 
out of business by selling widgets at prices below cost.

The amount of money the federal government devotes 
to antitrust enforcement and the direction those enforce-
ment efforts take are determined more by the political 
ideology and personal convictions of the administration 
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During the Carter administration, an appointed OSHA 
administrator was sympathetic to the labor view and thus 
set many standards and issued many citations; during 
the Reagan administration, the selected administrator 
was admired by business because he set fewer stan-
dards and issued fewer citations.

agriculture Subsidies: Client politics
Many people suppose that when government sets out to 
regulate business, the firms that are supposed to be reg-
ulated will in fact “capture” the agency that is supposed 
to do the regulating. But as we have already seen, cer-
tain kinds of policies—those that give rise to majoritarian 
and interest-group politics—do not usually lead to cap-
ture because the agency either faces no well- organized, 
enduring opponent (as with majoritarian politics) or is 
caught in a crossfire of competing forces (as with inter-
est-group politics).

But when a policy confers a benefit on one group at 
the expense of many other people, client politics arises, 
and so agency “capture” is likely. More precisely, nothing 
needs to be captured at all, since the agency will have 
been created from the outset to serve the interests of 
the favored group. We sometimes think regulations are 
always resisted. But a regulation need not be a burden; it 
can be a great benefit.

How this works can be seen close to home. State 
and city laws regulate the practice of law and medicine 
as well as a host of other occupations—barbers, beau-
ticians, plumbers, dry cleaners, taxi drivers, and under-
takers. These regulations are sometimes designed and 
always defended as ways of preventing fraud, malprac-
tice, and safety hazards. But they also have the effect 
of restricting entry into the regulated occupation, thereby 
enabling its members to charge higher prices than they 
otherwise might.27 Ordinarily, citizens do not object to 
this, in part because they believe, rightly or wrongly, that 
the regulations in fact protect them, and in part because 
the higher prices are spread over so many customers as 
to be unnoticed.

Much the same thing can be found at the national 
level. In the early 1930s, the American dairy industry was 
suffering from rapidly declining prices for milk. As the farm-
ers’ incomes fell, many could no longer pay their bills and 
were forced out of business. Congress responded with the 
Agricultural Adjustment Act, which authorized an agency of 
the Department of Agriculture to regulate the milk industry. 
This agency, the Dairy Division of the Agricultural Marketing 
Service, would issue “market orders” that had the effect of 
preventing price competition among dairy farmers and thus 
kept the price of milk up. If this guaranteed minimum price 
leads to the production of more milk than people want to 
drink, then another part of the Agriculture Department—the 

drives were carried out, and to prohibit certain kinds of 
strikes and picketing. Business won.

In each of these cases, the struggle was highly 
publicized. The winners and losers were determined 
by the partisan composition of Congress (Republicans 
and Southern Democrats tended to support business, 
Northern Democrats to support labor) and by the exis-
tence of economic conditions (a depression in 1935, rev-
elations of labor racketeering in 1959) that affected public 
opinion on the issue.

But the interest-group struggle did not end with the 
passage of the laws; it continued throughout their admin-
istration. The National Labor Relations Board, composed 
of five members appointed by the president, had to adju-
dicate countless disputes between labor and manage-
ment over the interpretation of these laws. The losing 
party often appealed the NLRB decision to the courts, 
where the issue was fought out again. Moreover, each 
president has sought to tilt the NLRB in one direction or 
another by means of whom he appoints to it. Democratic 
presidents favor labor and thus tend to appoint pro-union 
board members; Republican presidents favor business 
and thus tend to appoint pro-management members. 
Since NLRB members serve five-year terms, a new presi-
dent cannot immediately appoint all of the board’s mem-
bers; thus there is often a split on the board between two 
factions.

But one vote can make a difference. When President 
Obama appointed a Democrat to the NLRB, it acquired 
a Democratic majority. The Board then issued an order 
that would prevent Boeing from building its 787 aircraft 
in South Carolina, a state with a “right to work” law that 
prevents workers from being required to join a union. The 
issue was, of course, appealed. In December 2011, the 
NLRB rescinded the order after the Machinists Union rati-
fied a new contract with Boeing.

A similar pattern of interest-group influence is revealed 
by the history of the Occupational Safety and Health Act, 
passed in 1970. Labor unions wanted a strict bill with 
tough standards set by a single administrator; business 
organizations wanted a more flexible bill with standards 
set by a commission that would include some business 
representatives. After a long struggle, labor prevailed, 
and the Occupational Safety and Health Administration 
(OSHA), headed by a single administrator, was set up 
inside the Department of Labor.

As with the NLRB, conflict did not end with the pas-
sage of the law, and OSHA decisions were frequently 
appealed to the courts. The politics swirling about OSHA 
were all the more contentious because of the vast man-
date of the agency; it is supposed to determine the safe 
limits for worker exposure to hundreds of chemicals 
and to inspect tens of thousands of workplaces to see 
whether they should be cited for violating any standards. 
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448 Chapter 17 Domestic Policy

President Bush signed a new farm bill that did away with 
the 1996 law and authorized paying farmers $171 billion 
in new subsidies by 2012. Though defended as a way of 
protecting “the little farmer,” most of the money will go to 
big farmers who produce wheat, corn, rice, cotton, and 
soybeans (but not to those who produce cattle, hogs, 
poultry, fruits, or vegetables).

Farm subsidies are justified by the fact that the prices 
farmers earn swing wildly, but subsidies don’t go to 
people who make computer chips or raise cattle, even 
though they also experience big swings in the prices 
they can charge. The existence of farm subsidies is the 
result of history (a legacy of the time, during the Great 
Depression, when the government wanted to help nearly 
one-fourth of all employed Americans who then worked 
on farms) and politics (farmers are key and changeable 
voters in many important states). Today, there is a small 
but growing movement to focus farm subsidies more on 
individual or small farms (including “urban farms” in big 
cities) that employ sustainable food cultivation strategies, 
create local jobs, and promote healthier eating habits.31

Client politics has become harder to practice in this 
country unless a group is widely thought to be a “deserv-
ing” client. Dairy farmers, sugar producers, and tobacco 
growers struggle (sometimes successfully, sometimes 
unsuccessfully) to keep their benefits, but the struggle 
relies on “insider politics”—that is, on dealing with key 
Washington decision makers and not on building wide-
spread public support. By contrast, when a devastating 
flood, tornado, earthquake, or hurricane strikes a com-
munity, the victims are thought to be eminently deserving 
of help. After all, people say, it was not their fault that their 
homes were destroyed. (In some cases, it was because 
they built homes in areas they knew were at high risk for 
hurricanes or floods.) They receive client benefits.

Although client politics for “special interests” seems 
to be on the decline, that is true mostly for programs that 
actually send certain groups money. Pietro Nivola reminds 
us of a different form of client politics: using regulations 
instead of cash to help groups. For example, regulations 
encourage the use of ethanol (a kind of alcohol made 
from corn) in gasoline, which benefits corn farmers and 
ethanol manufacturers. Clients that might not be thought 
legitimate increasingly get their way by means of regula-
tions rather than subsidies.32

But regulation that starts out by trying to serve a cli-
ent can end up hurting it. Radio broadcasters supported 
the creation of the Federal Communications Commission 
(FCC), which would, broadcasters and telephone com-
panies thought, bring order and stability to their indus-
tries. It did. But then it started doing a bit more than the 
industries had hoped for. It began reviewing efforts by 
companies to merge. When one telephone company 
tried to merge with another, the FCC said it would have to 

Commodity Credit Corporation— stands ready to buy up 
the surplus with tax dollars.28

Consumers wind up paying more for milk than they 
otherwise would, but they have no way of knowing the 
difference between the regulated and unregulated price of 
milk.29 Consumers have little incentive to organize politi-
cally to do much about it. The total cost, however, can be 
very high; in 2006 it was over $4 billion. Although consum-
ers are not helped by high prices, not every dairy farmer is 
helped either. More milk is produced than people will buy, 
and so many dairy farmers have gone out of business.

A similar system works with sugar. Sugar produced 
abroad, in countries such as Brazil and the Philippines, 
costs much less than sugar produced here, in states such 
as Louisiana. To keep the incomes of U.S. sugar produc-
ers high, Congress decided to restrict the importation of 
cheap foreign sugar by imposing quotas. By 1990, this 
cost American consumers real money—maybe as much 
as $3 billion a year—but the extra cost per pound of 
sugar was not noticeable to each individual consumer.30

From time to time, various officials attempt to change 
the regulations that benefit a client group. But they must 
confront some sobering political facts. Dairy farmers are 
found scattered through scores of congressional dis-
tricts; sugar beet growers are concentrated in Southern 
states important in any presidential election. Efforts have 
been made in Congress to cut milk subsidies and sugar 
quotas, but with only limited success.

In 1996, Congress passed and President Clinton 
signed a bill that began, at least for wheat and corn crops, 
to phase out the practice of paying farmers the difference 
between what they can sell their crops for and what the 
government thinks the crops ought to be worth. It replaced 
these crop subsidies with direct cash payments to farmers 
that they can use for anything, farming or otherwise.

But the 1996 plan to lure farmers into a free-market 
economy did not last. Between 1996 and 2001, the sub-
sidies they got increased rather than decreased. In 2002, 

Dairy farmers get government subsidies for their milk production.
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17-3 Business Regulation Policy 449

When measures such as these become law, it is often 
because a policy entrepreneur has dramatized an issue, 
galvanized public opinion, and mobilized congressional 
support. Sometimes that entrepreneur is in the govern-
ment (a senator or an outspoken bureaucrat); sometimes 
that entrepreneur is a private person (the best known, 
of course, is Ralph Nader). The motives of such entre-
preneurs can be either self-serving or public-spirited; the 
policies they embrace may be either good or bad. (Just 
because someone succeeds in regulating business does 
not mean that the public will necessarily benefit; by the 
same token, just because business claims that a new 
regulation will be excessively costly does not mean that 
business will in fact have to pay those costs.)

An early example of a policy entrepreneur inside 
the government was Dr. Harvey Wiley, a chemist in the 
Department of Agriculture, who actively campaigned for 
what was to become the Pure Food and Drug Act of 
1906. Later, Senator Estes Kefauver held hearings that 
built support for the 1962 drug laws (and incidentally for 
his presidential bid), and Senator Edmund Muskie called 
attention to the need for air and water pollution control 
legislation (and incidentally to his own 1972 presidential 
aspirations).

review the consolidation even though the law did not give 
it the power to do so. After long (and secret) negotiations, 
it extracted concessions from the companies as a condi-
tion of their merger. Because there was no law requiring 
such concessions, the firms accepted them “voluntarily.” 
But if they had not agreed, they would have been in deep 
trouble with the FCC in the future.

Regulatory agencies created to help clients can 
become burdens to those clients when the laws the agen-
cies enforce are sufficiently vague so as to provide freedom 
of action for the people who run them. For a long time, most 
of these laws were hopelessly vague. The FCC, for exam-
ple, was told to award licenses as “the public interest, con-
venience, and necessity” required. In time, such language 
can give an agency powers that are wide and undefined.

Consumer and environmental 
protection: entrepreneurial politics
During the 1960s and 1970s some two dozen con-
sumer and environmental protection laws were passed, 
including laws that regulated the automobile industry, oil 
companies, toy manufacturers, poultry producers, the 
chemical industry, and pharmaceutical companies.33

Keystone XL pipeline: Majoritarian or entrepreneurial politics?

In February 2015, President Barack Obama vetoed a bill 
to build the Keystone XL oil pipeline, a nearly 1,200-mile 
conduit from Canada to the Gulf Coast. The president 
said he might reconsider his decision after the completion 
of a State Department report on the likely environmental 
consequences of the project. Members of Congress who 
had voted against the bill (almost all Democrats, plus one 
Republican and two Independents) hailed the president’s 
veto as a victory for entrepreneurial politics, while support-
ers (almost all Republicans, plus close to 40 Democrats) 
criticized the veto as a failure of majoritarian politics.

The Republican leadership in the 114th Congress made 
the Keystone XL pipeline a top priority, declaring that the 
cost of the project would be recouped through creation of 
jobs to build the pipeline, lower oil prices, and a long-term 
energy supply, which would boost economic productivity. 
Critics said the pipeline would pollute waterways, con-
tribute to climate change through carbon emissions, and 
benefit the oil industry at great cost to the environment 
and the public at large.

Congress was unable to override the veto, but the bill 
almost certainly will come up for consideration again. 

Advocates contend the pipeline project will produce broad 
public economic benefits, while critics focus on long-term 
public costs for the environment. Resolution of the debate 
will depend largely on whether people are more persuaded 
by broadly distributed benefits or costs of the pipeline.

Sources: Associated Press, “Here Is How Every Senator 
Voted on the Keystone XL Pipeline,” January 29, 2015 
(www.politicususa.com); National Public Radio, “House 
Sends Keystone XL Pipeline Measure to Obama Despite 
Veto Threat,” February 11, 2015; Rebecca Leber, “One 
Lonely Republican Voted Against Keystone,” New Republic, 
February 11, 2015; Juliet Eilperin and Katie Zezima, “Obama 
Vetoes Keystone XL Bill,” Washington Post, February 24, 
2015; Coral Davenport, “Senate Fails to Override Obama’s 
Keystone Pipeline Veto,” New York Times, March 4, 2015.
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450 Chapter 17 Domestic Policy

by the media. For example, by drawing attention to 
the profits of the pharmaceutical companies, Senator 
Kefauver was able to convince many people that these 
firms were insensitive to public needs. By drawing on 
information made available to him by environmentalists, 
Senator Muskie was able to capitalize on and help fur-
ther a growing perception in the country during the early 
1970s that nature was in danger.

Because political resistance must be overcome with-
out the aid of a powerful economic interest group, policy 
entrepreneurs seeking to regulate an industry often adopt 
a moralistic tone, with their opponents portrayed as dev-
ils, their allies viewed with suspicion, and compromises 
fiercely resisted. When Senator Muskie was drafting an 
air pollution bill, Ralph Nader issued a highly publicized 
report attacking Muskie, his nominal ally, for not being 
tough enough. This strategy forced Muskie—who wanted 
acclaim, not criticism, for his efforts—to revise the bill so 
that it imposed even more stringent standards.37 Other 
allies of Nader, such as Dr. William Haddon, Jr., and 
Joan Claybrook, got the same treatment when they later 
became administrators of the National Highway Traffic 
Safety Administration. They came under attack not only 
from the auto industry for designing rules that the com-
panies thought were too strict, but also from Nader, for 
devising rules that he thought were not strict enough.

Once a policy entrepreneur manages to defeat an 
industry that is resisting regulation, he or she creates—at 
least for a while—a strong impetus for additional legisla-
tion of the same kind. A successful innovator produces 
imitators, in politics as in rock music. After the auto safety 
law was passed in 1966, it became easier to pass a coal 
mine safety bill in 1969 and an occupational safety and 
health bill in 1970.

The great risk faced by policy entrepreneurs is 
not that their hard-won legislative victories will later be 
reversed, but that the agency created to do the regu-
lating will be captured by the industry it is supposed to 
regulate. The Food and Drug Administration (FDA), which 
regulates the pharmaceutical industry, has fallen victim 
during much of its history to precisely this kind of cap-
ture. Once the enthusiasm of its founders had waned 
and public attention had turned elsewhere, the FDA 
seemed to develop a cozy and rather uncritical attitude 
toward the drug companies. (In 1958, the head of the 
Pharmaceutical Manufacturers’ Association received an 
award from the FDA.)38 In the mid-1960s, under the spur 
of renewed congressional and White House attention, the 
agency was revitalized. During the Reagan administra-
tion, environmentalists worried that the leadership of the 
Environmental Protection Agency had been turned over 
to persons who were unduly sympathetic to polluters.

There are at least five reasons, however, why the 
consumer and environmental protection agencies may 

When a policy entrepreneur is outside the government, 
he or she will need a sympathetic ear within it. Occasionally, 
the policy needs of the entrepreneur and the political needs 
of an elected official coincide. When Ralph Nader was walk-
ing the corridors of the Capitol looking for someone inter-
ested in auto safety, he found Senators Abraham Ribicoff 
and Warren Magnuson, who themselves were looking for 
an issue with which they could be identified.

The task of the policy entrepreneur is made easier 
when a crisis or scandal focuses public attention on a 
problem. Upton Sinclair’s book The Jungle 34 dramatized 
the frightful conditions in meat-packing plants at the turn 
of the century and helped pave the way for the Meat 
Inspection Act of 1906. The stock market collapse of 1929 
helped develop support for the Securities and Exchange 
Act. When some people who had taken a patent medicine 
(elixir of sulfanilamide) died as a result, the passage of the 
1938 drug laws became easier. Oil spilled on the beaches 
of Santa Barbara, California, drew attention to problems 
addressed by the Water Quality Improvement Act of 1970.

The dramatic event need not be an actual crisis; in 
some cases, a political scandal will do. Highway fatalities 
were not a matter of great concern to most citizens when 
Congress began considering the auto safety act in 1965–
1966, but support for the bill grew when it was revealed 
that General Motors had hired a private detective who 
made a clumsy effort to collect (or manufacture) gossip 
harmful to Ralph Nader, whose 1965 book, Unsafe at 
Any Speed: The Designed-In Dangers of the American 
Automobile,35 had criticized the safety of certain GM cars.

In some cases, no dramatic event at all is required 
for entrepreneurial politics to succeed. Most of the air 
and water pollution control bills were passed despite the 
absence of any environmental catastrophe.36 Support 
for such measures was developed by holding carefully 
planned committee hearings that were closely followed 

Entrepreneurial politics: Upton Sinclair’s book The Jungle, published 
in 1906, shocked readers with its description of conditions in the 
meat-packing industry, and helped bring about passage of the Meat 
Inspection Act of 1906.
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17-3 Business Regulation Policy 451

What Would You Do?

Memorandum

to: President Brian Barr

From: Paul Anthony, legislative 
liaison

subject: Replacing Social Security

You face a difficult decision. 
Despite past reforms, the pro-
gram can no longer be funded 
without large tax increases. 
Here are the arguments for 
and against allowing workers 
to invest their taxes in private 
mutual funds.

arguments for:
1. Workers pay more than 12 percent of their salary to 

Social Security (employers pay half of that amount), 
with no guarantee that they will get their money 
back when they retire.

2. There are only two workers for every retired per-
son (in the 1930s, there were 16 for every retiree). 
People must be encouraged to invest in their own 
retirement.

3. The federal government spends a quarter of its 
budget on Social Security, far more than it devotes 
to national defense.

arguments against:
1. Workers will have no guarantee that the mutual 

funds in which they put their tax money will earn 
them enough.

2. We should raise taxes on all high-income workers 
to save Social Security.

3. Social Security is more important than national 
defense.

> Policies for the Future
The president will make a major announcement about Social Security in his 2021 State of the Union message next week. The program, while popular, is running out of money.

Your decision  approve   Oppose 

NeWs

not be as vulnerable to capture as some critics contend. 
First, these agencies often enforce laws that impose spe-
cific standards in accordance with strict timetables, and 
so they have relatively little discretion. (The Environmental 
Protection Agency, for example, is required by law to 
reduce certain pollutants by a fixed percentage within a 
stated number of years.) Second, the newer agencies, 
unlike the FDA, usually regulate many different industries 

and so do not confront a single, unified opponent. The 
Occupational Safety and Health Administration, for 
example, deals with virtually every industry. Third, the 
very existence of these agencies has helped strengthen 
the hand of the “public-interest” lobbies that initially 
demanded their creation. Fourth, these lobbies can now 
call upon many sympathetic allies in the media who will 
attack agencies thought to have a pro-business bias.
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452 Chapter 17 Domestic Policy

Americans are now environmentalists first, including on 
the single most interesting and important environmental 
policy issue of our time: global warming.

Global warming occurs when gases, such as car-
bon dioxide, produced by people when they burn fossil 
fuels—wood, oil, or coal—get trapped in the atmosphere 
and cause the earth’s temperature to rise. When the tem-
perature goes up, bad things happen—floods on coastal 
areas as the polar ice caps melt, wilder weather as more 
storms are created, and tropical diseases spread through-
out the world. The policy dynamics of global warming 
have involved all four types of politics. The issue might 
be safely majoritarian by now were it not for partisan dif-
ferences in how people understand it (see Figure 17.4), 
as well as how the issue is discussed in the media (see 
Chapter 12).

Despite the partisan divide, bipartisan efforts to 
address the issue have been made in each of the last 
several sessions of Congress. For example, the House 
of Representatives in mid-2009 passed the American 
Clean Energy and Security Act. The bill, however, did not 
make it through the Senate. It featured a “cap-and-trade” 
provision that would set maximum emissions of carbon 
dioxide for most large firms. The emissions allowed by 
these caps would decline as the years passed. If a firm 
produced less than the maximum emissions, it could sell 
part of its permit to another firm. The theory was that firms 
would take the least costly way to meet the standards: 
either lowering their emissions or, if that was too expen-
sive, buying an additional permit from another firm. This 
strategy was used in the 1990s to reduce the emission 
of sulfur dioxide that people believed caused acid rain. 
This plan was similar to the cap-and-trade requirements 
imposed by the Kyoto Treaty of 1997, but the Senate had 
never ratified that bill in part because China, India, and 
other growing economies were not bound by it.

Some critics of the 2009 bill argued that it allowed 
firms to pay money in order to pollute and was not an effi-
cient method to reduce pollution. Many of them argued 
that it should be replaced by a tax on carbon. Other 
critics said it would only work if the permits were auc-
tioned off (instead, the plan allowed the government to 
give most away), that it required an unrealistically large 
decrease in carbon dioxide (85 percent by 2050), and 
that the decreased emissions would impose taxes on 
Americans and slow economic growth.

Despite the efforts of a small bipartisan group of sen-
ators, the bill did not come to a vote in their chamber. 
The White House was focused on passing health care 
reform, and the president’s advisers were divided over 
how much the president should engage in the legisla-
tive negotiations about the environmental bill. Then the 
Senate majority leader, Democrat Harry Reid of Nevada, 
declared that immigration reform needed to pass before 

Finally, as explained in Chapter 16, it has become 
easier for groups to use the federal courts to put pressure 
on the regulatory agencies. These groups do not have to 
be large or broadly representative of the public; all they 
need are the services of one or two able lawyers. If the 
Environmental Protection Agency (EPA) issues a rule dis-
liked by a chemical company, the company will promptly 
sue the EPA; if it issues a ruling that pleases the com-
pany, the Environmental Defense Fund will sue.

17-4 environmental policy
Since 1963, more than three dozen major federal envi-
ronmental laws have been enacted. When an offshore 
well spewed thousands of gallons of oil onto the beaches 
of Santa Barbara, California, at the very time (January 
1969) when protest politics was in the air, it became dif-
ficult or impossible for the government or business firms 
to resist the demand that threats to our natural surround-
ings be curtailed. The emerging environmental movement 
created an occasion—Earth Day, first celebrated on April 
22, 1970—to celebrate its beginning.

The movement was hugely successful. In 1970, 
President Nixon created the Environmental Protection 
Agency (EPA) and Congress toughened the existing 
Clean Air Act and passed the Water Quality Improvement 
Act. Two years later, it passed laws designed to clean up 
the water; three years later, it adopted the Endangered 
Species Act. New laws were passed right into the 1990s. 
Existing environmental organizations grew in size, and 
new ones were formed. Public opinion rallied around 
environmental issues.

the politics of “Cap and trade”
Of course, as on virtually all other issues, public senti-
ments on environmental policy are not perfectly stable. 
For instance, as we indicated at the start of this chapter, 
when the public is asked which should be more impor-
tant, economic growth or environmental protection, they 
are today less prone to prefer environmental protection 
than they were just a half-decade ago. Still, overall, most 

“Yeah, yeah, maybe it’s cyclical but I don’t feel any better.”
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environmental policy in america: 
three Distinctive Features
First, environmental policymaking in the United States 
is much more adversarial than it is in most European 
nations. In this country, there have been bitter and lasting 
conflicts over the contents of the Clean Air Act. Minimum 
auto emissions standards are uniform across the nation, 
regardless of local conditions (states can set higher stan-
dards if they wish). Many rules for improving air and water 
quality have strict deadlines and require expensive tech-
nology. Hundreds of inspectors enforce these rules, and 
hundreds of lawyers bring countless lawsuits to support 
or challenge this enforcement. Government and business 
leaders have frequently denounced each other for being 
unreasonable or insensitive. So antagonistic are the inter-
ests involved in environmental policy that it took 13 years, 
from 1977 to 1990, to agree on a congressional revision 
of the Clean Air Act.

In the United Kingdom, by contrast, rules designed 
to reduce air pollution were written by government and 
business leaders acting cooperatively. The rules are nei-
ther rigid nor nationally uniform; they are flexible and allow 
plenty of exceptions to deal with local variations in busi-
ness needs. Compliance with the rules depends mostly 
on voluntary action, not formal enforcement. Lawsuits are 
rare. You might think all this sweetness and light were the 
result of having meaningless rules, but not so. As David 
Vogel has shown, by the early 1980s the British govern-
ment had implemented an impressive and effective array 
of regulations intended to improve the nation’s air and 
water quality.40 Second, environmental policy here, as 
in so many other policy areas, depends heavily on the 

environmental reform, in an effort to win support from 
immigration activists in his home state, where he faced 
a tough (though ultimately successful) reelection cam-
paign. Finally, the disastrous oil spill in the Gulf of Mexico 
doomed any prospects of passing legislation that had 
promised (with White House support) an expansion of off-
shore oil drilling in return for capping carbon emissions.39

After his failure to make headway on one of his 
signature campaign issues, President Obama, like his 
recent predecessors, has pursued environmental reforms 
through regulation instead of legislation. For example, 
the EPA has imposed stricter guidelines for coal mines 
to receive permits in compliance with the Clean Water 
Act. In 2011, the U.S. Fish and Wildlife Service debated 
whether a small desert lizard belonged on its endangered 
species list, which would mean prohibiting oil and gas 
production in the areas where the lizard resides. Interest-
group politics typically dominate regulatory efforts, while 
large-scale reform more often requires majoritarian sup-
port, which is more difficult for the administration to build 
in a time of economic turmoil.

Over the last four decades, the United States has 
constructed the most comprehensive and complicated 
body of environmental laws and regulations in the world. 
On such issues as endangered species (entrepreneurial), 
auto pollution (majoritarian), acid rain (interest group), 
and agricultural pesticides (client), environmental policies 
arose, persisted, and changed through one or more of 
the four types of politics we have been discussing. But 
before turning to explore each example, it is important 
to understand how environmental policy in America dif-
fers from environmental policy in many other modern 
democracies.

 Figure 17.4  Partisan Differences on global warming
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states. Though there are uniform national air quality stan-
dards, how those standards are achieved is left to the 
states (subject to certain federal controls). Though sew-
age treatment plants are in large measure paid for by 
Washington, they are designed, built, and operated by 
state and local governments.

Though the federal government decrees that radio-
active waste must be properly disposed of somewhere, 
the states have a big voice in where that is. Federalism 
reinforces adversarial politics: one of the reasons envi-
ronmental issues are so contentious in this country is that 

Major environmental Laws

smog Clean Air Act (passed in 1970; amended in 1977 
and 1990)

•	stationary sources: EPA sets national air qual-
ity standards; states must develop plans to attain 
them. If the state plan is inadequate, EPA sets a 
federal plan. Local sources that emit more than a 
certain amount of pollutants must install pollution-
control equipment.

•	gasoline-powered vehicles: Between 1970 and 
1990, pollution from cars was cut by between 60 
and 80 percent. Between 1991 and 1998 there was 
another 30 percent reduction. All states must have 
an auto pollution inspection system.

•	cities: Classifies cities in terms of how severe their 
smog problem is and sets deadlines for meeting 
federal standards.

water Clean Water Acts of various years state that there is 
to be no discharge of wastewater into lakes and streams 

without a federal permit; to get a permit, cities and facto-
ries must meet federal discharge standards.

toxic wastes EPA is to clean up abandoned dump sites 
with money raised by a tax on the chemical and petroleum 
industries and from general revenues. (Many thousands of 
such sites exist.)

environmental impact statements Since 1969, any fed-
eral agency planning a project that would significantly 
affect the human environment must prepare in advance 
an environmental impact statement (EIS).

acid rain The Clean Air Act of 1990 requires a reduction 
of 10 million tons of sulphur dioxide (mostly from electric-
generating plants that burn coal) by 1995. The biggest 
sources must acquire government allowances (which can 
be traded among firms) setting emission limits.

How tHings work

cities and states fight over what standards should apply 
where.

Third, the separation of powers guarantees that 
almost anybody who wants to wield influence over envi-
ronmental policy will have an opportunity to do so. In the 
United Kingdom and in most European nations, the cen-
tralized, parliamentary form of government means that 
the opponents of a policy have less leverage. Here, envi-
ronmental pressures are brought by interest groups; in 
Europe, where such groups have less influence, environ-
mentalists form political parties, such as the Green party, 
so as to be represented in the legislature.

The distinctive features of environmental policy in 
America are evident in the policy dynamics history of each 
of four different issues: endangered species, pollution 
from automobiles, acid rain, and agricultural pesticides.

endangered Species: 
entrepreneurial politics
Passed in 1973, the Endangered Species Act (ESA) for-
bids buying or selling a bird, fish, animal, or plant the 
government regards as “endangered”—that is, likely to 
become extinct unless it receives special protection—or 
engaging in any economic activity (such as building a 
dam or running a farm) that would harm an endangered 
species. There have been more than 600 species on the 
protected list; about half are plants. The regulations forbid 

An EPA environmental scientist surveys a Superfund site in Houston, 
Texas, where bacteria is used to clean up toxic industrial waste.
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not only killing a protected species but also adversely 
affecting its habitat.

The ESA is run by the Fish and Wildlife Service and 
the National Oceanic and Atmospheric Administration. 
They can add species to the endangered or threatened 
list on their own accord or in response to a private peti-
tion. Trafficking in an endangered species can lead to 
criminal penalties; fines may be imposed for managing 
private land in ways that might harm a species. Several 
species (such as bald eagles, grizzly bears, gray wolves, 
and sea otters) have increased in number since being 
listed and a few (such as bald eagles and gray wolves) 
have been taken off the list.

Firms and government agencies that wish to build 
a dam, bridge, factory, or farm in an area where an 
endangered species lives must comply with federal 
regulations. The complaints of such clients about these 
regulations are outweighed by the public support for the 
law. Sometimes the law preserves a creature, such as 
the bald eagle, that almost everyone admires; some-
times it protects a creature, such as the snail darter, that 
almost no one has ever heard of.

Wood product companies and loggers want access 
to forests under the control of the U.S. Forest Service. 
Though only a small fraction of all cut timber comes from 
these forests and most of the U.S. forest system is already 
off-limits to logging, environmentalists want further restric-
tions, especially to prevent clear-cutting (cutting down all 
the trees in a given area) and to prevent harvesting trees 
from the old-growth forests of Oregon and Washington. 
But Congress has generally supported the timber indus-
try, ordering the Forest Service to sell harvesting rights 
at below-market prices, in effect subsidizing the industry. 
Some activists have worked to convert this client poli-
tics into entrepreneurial politics by demanding that clear-
cutting in certain forests be stopped in order to protect 
endangered species, such as the spotted owl.

pollution from automobiles: 
Majoritarian politics
The Clean Air Act of 1970 imposed tough restrictions on 
the amount of pollutants that could come out of auto-
mobile tailpipes. Indeed, most of the debate over that bill 
centered on this issue.

Initially, the auto emissions control rules followed the 
pattern of entrepreneurial politics: an aroused public with 
media support demanded that automobile companies 
be required to make their cars less polluting. It seemed 
to be “the public” against “the interests,” and the pub-
lic won: By 1975, new cars would have to produce 90 
percent less of two pollutants (hydrocarbons and carbon 
monoxide), and by 1976 achieve a 90 percent reduction 
in another (nitrous oxides). This was a tall order. There 

was no time to redesign automobile engines or to find 
an alternative to the internal combustion engine; it would 
be necessary to install devices (called catalytic convert-
ers) on exhaust pipes that would transform pollutants into 
harmless gases.

But a little-noticed provision in the 1970 law soon 
shoved the battle over automobile pollution into the arena 
of majoritarian politics. That provision required states to 
develop land-use and transportation rules to help attain 
air quality standards. What that meant in practice was 
that in any area where smog was still a problem, even 
after emission controls had been placed on new cars, 
there would have to be rules restricting the public’s use 
of cars. There was no way for cities such as Denver, Los 
Angeles, and New York to get rid of smog just by requir-
ing people to buy less-polluting cars—the increase in the 
number of cars or in the number of miles driven in those 
places outweighed the gain from making the average car 
less polluting. That meant the government would have to 
impose such unpopular measures as bans on downtown 
parking, mandatory use of buses and carpools, and even 
gasoline rationing. But efforts to do this failed. Popular 
opposition to such rules was too great, and the few such 
rules put into place didn’t work. Congress reacted by 
postponing the deadlines by which air quality standards 
in cities would have to be met; the EPA reacted by aban-
doning any serious effort to tell people when and where 
they could drive.41

Even the effort to clean up the exhausts of new cars 
ran into opposition. Some people didn’t like the higher 
cost of cars with catalytic converters; others didn’t like 
the loss in horsepower these converters caused (many 
people disconnected them). The United Auto Workers 
union began to worry that antismog rules would hurt the 
U.S. auto industry and cost them their jobs. Congress 
took note of these complaints and decided that despite 
a lot of effort, new cars could not meet the 90 percent 
emission reduction standard by 1975–1976, and so in 
1977 it amended the Clean Air Act to extend these dead-
lines by up to six years.

The Clean Air Act, when revised again in 1990, set 
new, tougher auto emission control standards—but it 
pushed back the deadline for compliance. It reiterated 
the need for getting rid of smog in the smoggiest cities 
and proposed a number of ways to do it—but it set the 
deadline for compliance in the worst area (Los Angeles) 
at 20 years in the future.

Most clean-air laws passed since 1990 have targeted 
particular industries. For example, in 2004 the Bush admin-
istration approved a new measure to dramatically reduce 
emissions from heavy-use diesel engines used in con-
struction, agricultural, and other industrial machinery. The 
public will support such tough environmental laws when 
somebody else pays or when the costs are hidden (as in 

00051_ch17_hr_427-460.indd   455 10/17/15   1:34 PM

Copyright 2017 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.



456 Chapter 17 Domestic Policy

the taxes we pay now support cash benefits we get later, 
gasoline taxes support noncash benefits (cleaner air, less 
congestion) that many people doubt will ever appear or, if 
they do, may not be meaningful to them.42

When gasoline taxes have been raised, it has usually 
been because the politicians did not push the tax hike 
as an environmental measure. Instead, they promised 
that in return for paying higher taxes the public would 
receive some concrete benefits—more highways, more 
buses, or a reduction in the federal deficit (as happened 
with the gas tax hike of 1990 and again in 1993).

Since it cannot easily cut gasoline use by raising 
taxes, the government has turned to other approaches. 
One is to provide tax breaks and other incentives to 
companies that seek to develop alternative energy 
sources. Another is to offer incentives to car manufac-
turers to build vehicles that consume less fuel by relying 
in whole or in part on electricity.

acid rain: Interest-Group politics
Sometimes the rain, snow, or dust particles that fall onto 
the land are acidic. This is called acid rain. In the 1970s, 
policymakers began to debate policies to deal with it. As 
everyone acknowledged, one source of acid precipitation 
is burning fuel such as certain types of coal that contain a 
lot of sulfur. Some of the sulfur (along with nitrogen) will turn 
into sulfuric (or nitric) acid as it comes to earth. Steel mills 
and electric power plants that burn high-sulfur coal are 
concentrated in the Midwest and Great Lakes regions of 
the United States. The prevailing winds tend to carry those 
sulfurous fumes eastward, where some fall to the ground.

the price of a car); it will 
not give as much sup-
port when it believes it is 
paying, especially when 
the payment takes the 
form of changing how 
and when it uses the 
family car. Here are more 
examples of each kind 
of majoritarian politics.

Majoritarian Politics when People believe the costs 
are Low The National Environmental Policy Act (NEPA), 
passed in 1969, contained a provision requiring that an 
environmental impact statement (EIS) be written 
before any federal agency undertakes an activity that will 
“significantly” affect the quality of the human environment. 
(Similar laws have been passed in many states, affecting 
not only what government does but also what private 
developers do.) Because it required only a “statement” 
rather than some specific action and because it was a 
pro-environment law, NEPA passed by overwhelming 
majorities.

 As it turned out, the EIS provision was hardly innocu-
ous. Opponents of virtually any government-sponsored 
project have used the EIS as a way of blocking, changing, 
or delaying the project. Hundreds of lawsuits have been 
filed to challenge this or that provision of an EIS or to 
claim that a project was not supported by a satisfactory 
EIS. In this way, environmental activists have challenged 
the Alaska pipeline, a Florida canal, and several nuclear 
power plants, as well as countless dams, bridges, high-
ways, and office buildings. Usually the agency’s plan is 
upheld, but this does not mean the EIS is unimportant: 
the EIS induces the agency to think through what it is 
doing, and it gives critics a chance to examine, and often 
to negotiate, the content of those plans.

Despite the grumbling of many people adversely 
affected by fights over an EIS (someone once complained 
that Moses would never have been able to part the Red 
Sea if he had had to file an EIS first), popular support for 
it remains strong because the public at large does not 
believe it is paying a high price and does believe it is gain-
ing a significant benefit.

Majoritarian Politics when People believe the costs 
are high From time to time, someone proposes that 
gasoline taxes be raised sharply. Such taxes would dis-
courage driving, and this not only would conserve fuel but 
also would reduce smog. Almost everyone would pay, but 
almost everyone would benefit. However, it is only with 
great difficulty that the public can be persuaded to support 
such taxes. The reason is that the people pay the tax first, 
and the benefit, if any, comes later, and may be a general, 
rather than individual, result. Unlike Social Security, where 

environmental impact 
statement A report required 
by federal law that assesses 
the possible effect of a 
project on the environment 
if the project is subsidized 
in whole or part by federal 
funds.

Government and the environment
•	Union Electric Co. v. Environmental Protection 

Agency (1976): EPA rules must be observed 
without regard to their cost or technological 
feasibility.

•	Chevron v. National Resources Defense 
Council (1984): States should comply with EPA 
decisions, even if not explicitly authorized by 
statute, provided they are reasonable efforts to 
attain the goal of the law.

•	Whitman v. American Trucking Associations 
(2001): Allows Congress to delegate broad 
authority to regulatory agencies.

•	Massachusetts v. Environmental Protection 
Agency (2007): The EPA must hear a petition 
asking it to regulate greenhouse gases.

Landmark Cases 
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The 1977 law in effect required scrubbers on all 
new coal-burning plants—even ones located right next 
to mines where they could get low-sulfur coal. As two 
scholars later described the law, it seemed to produce 
“clean coal and dirty air.”44 The 1977 bill did not solve 
much. Many of the scrubbers, as predicted, didn’t work 
very well. And there remained the question of what to do 
about existing power plants and factories.

When a solution was finally agreed upon, it was a 
compromise. President Bush the elder proposed a two-
step regulation. In the first phase, 111 power plants would 
be required to reduce their emission of sulfur by a fixed 
amount. They could decide for themselves how to do it: 
buy low-sulfur coal, install scrubbers, or use some other 
technology. This would be done by 1995. In the second 
phase, with a deadline in the year 2000, there would be 
sharper emission reductions for many more plants, and 
this would probably require the use of scrubbers. To cre-
ate some flexibility in how much each utility must cut its 
emissions, a system of sulfur dioxide allowances that 
could be bought and sold was established. This com- 
promise became part of the Clean Air Act of 1990.

In the mid-2000s, interest groups, advocates, and 
experts on all sides of the issue were once again poised 
to battle each other over new and proposed changes to 
the relevant parts of several different environmental laws. 
They did, but by 2010, the groups arguing for maintaining 
the policies were supported by longitudinal data from the 
national program that monitors the composition of precipi-
tation. The data indicated that, though the problem was 
still far from solved, since 1994 there had been a dramatic 
decrease in acid rain falling in the parts of the country where 
the problem had been most severe, and that decrease 
was achieved largely without the adverse economic and 
other impacts that the critics had been predicting since 
the 1977 law took effect.45 Still, the interest-group politics 
of the issue continued just the same, including but not 
limited to political battles in 2011 over efforts by the EPA 
to bolster anti-acid rain regulatory enforcement.

agricultural pesticides: Client politics
Some client groups have so far escaped this momentum. 
One such group is organized farmers, who have more or 
less successfully resisted efforts to restrict the use of pesti-
cides or to control the runoff of pesticides from farmlands.

For a while, it seemed as though farmers would also 
fall before the assaults of policy entrepreneurs. When 
Rachel Carson published Silent Spring in 1962,46 she set 
off a public outcry about the harm to wildlife caused by 
the indiscriminate use of DDT, a common pesticide. In 
1972, the EPA banned the use of DDT.

That same year, Congress directed the EPA to evalu-
ate the safety of all pesticides (herbicides, insecticides, 
fungicides, and others) on the market; unsafe ones were 

That much was certain. Everything else about the 
issue, however, was surrounded by controversy. Many 
lakes and rivers in the eastern United States and in Canada 
had become more acidic, and some forests in these areas 
had died back. Some part of this was the result of acid rain 
from industrial smokestacks, but some part of it was also 
the result of naturally occurring acids in the soils and rain-
fall. How much of the acidification is man-made and how 
much is a result of the actions of Mother Nature was a mat-
ter of dispute. Some lakes were not affected by acid rain; 
some were. Why were some affected more than others? 
Each side in the debate mustered its favorite experts. They 
provided some support for each side in what became a 
fierce interest-group battle. Residents of Canada and New 
England have complained bitterly of the loss of forests 
and the acidification of lakes, blaming it on Midwestern 
smokestacks. Midwestern businesses, labor unions, and 
politicians denied that their smokestacks were the major 
cause of the problem (if, indeed, there was a problem) and 
argued that, even if they were the cause, they shouldn’t 
have to pay the cost of cleaning up the problem.

An attempt to deal with the issue in 1977 reflected 
the kind of bizarre compromises that sometimes result 
when politically opposed forces have to be reconciled. 
There were essentially two alternatives. One was to 
require power plants to burn low-sulfur coal. This would 
undoubtedly cut back on sulfur emissions, but it would 
cost money because low-sulfur coal is mined mostly in 
the West, hundreds of miles away from the Midwestern 
coal-burning industries. The other way would be to require 
power plants to install scrubbers—complicated and very 
expensive devices that would take sulfurous fumes out 
of the gas before it came out of the smokestack. In addi-
tion to their cost, the trouble with scrubbers was that 
they didn’t always work and that they generated a lot of 
unpleasant sludge that would have to be hauled away 
and buried somewhere. Their great advantage, however, 
was that they would allow Midwestern utilities to continue 
their practice of using cheap, high-sulfur coal.

Congress voted for the scrubbers for all new coal-
burning plants, even if they burned low-sulfur coal. In the 
opinion of most economists, this was the wrong deci-
sion,43 but it had four great political advantages. First, the 
jobs of miners in high-sulfur coal mines would be pro-
tected. They had powerful allies in Congress. Second, 
environmentalists liked scrubbers, which they seemed 
to regard as a definitive, technological “solution” to the 
problem, an approach far preferable to relying on incen-
tives to induce power plants to buy low-sulfur coal. Third, 
scrubber manufacturers liked the idea, for obvious rea-
sons. Finally, some eastern governors liked scrubbers 
because if all new plants had to have them, it would be 
more costly, and thus less likely, for existing factories in 
their states to close down and move to the West.
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L e a r n i n g  O b j e c t i v e s

as when the effort began, the EPA’s budget for reviewing 
pesticides has been kept small. Very few pesticides have 
been taken off the market, and those that have been 
removed have tended to be ones that, because they were 
involved in some incident receiving heavy media cover-
age (such as the effect of DDT on birds), were decided 
through entrepreneurial politics.

17-5 Beyond Domestic policy
Challenge yourself to learn more about some or all of 
the various domestic issues, policies, and programs dis-
cussed in this chapter. In each case, ask yourself how, 
if at all, what you have learned tells you about the type 
(or types) of policymaking politics that is (or was) most 
important to whether, when, and how government acted 
(or failed to act). Once a policy is in place, political sup-
port for keeping it typically can mobilize more forcefully 
than proposals to change or replace it.

The next chapter explores economic policy and 
examines which type of politics has mattered most on 
such issues as what to do about budget deficits and the 
public debt. Economic policy is sometimes discussed as 
if it were all about political battles among and between 
competing, economically self-interested groups, suggest-
ing it is dominated by interest-group politics. Chapter 19 
explores foreign and military policy and examines which 
type of politics has mattered most on such issues as inter-
national trade and decisions to commit troops abroad. 
Foreign and military policy is sometimes discussed as if 
it were all about majoritarian politics that “stops at the 
water’s edge.” But, as we shall see, economic policy is 
hardly all about interest-group politics, foreign and military 
policy is far from uniformly majoritarian, and both “who 
governs” and “to what ends” vary a lot from issue to issue. 
And as with domestic policy, existing programs are easier 
to keep than to change or replace with new policies.

to be removed. However, that was easier said than done. 
By the late 1970s, there were more than 50,000 pes-
ticides in use, with 5,000 new ones introduced every 
year.47 Testing all of these chemicals proved to be a huge, 
vastly expensive, and very time-consuming job, especially 
since any health effects on people could not be observed 
for several years. Pesticides have many beneficial uses; 
therefore, the EPA had to balance the gains and the risks 
of using a given pesticide and compare the relative gains 
and risks of two similar pesticides.

In 2004, Congress directed the EPA to expand and 
improve its pesticides regulation. Again, that would be a 
tall order. As summarized in a 2011 EPA report, today in 
America there are some 112 pesticides producers and 
about 13,000 pesticides distributors; and about $12 
billion a year is spent on pesticides by about 78 million 
households and 1.2 million farms.48

The client politics of the issue makes the EPA’s huge 
regulatory task even harder. American farmers are the 
most productive in the world, and most of them believe 
they cannot achieve that output (and thus their present 
incomes) without using pesticides. These farmers are well 
organized to express their interests and well represented in 
Congress (especially on the House and Senate Agricultural 
Committees). Complicating matters is the fact that the 
subsidies the taxpayers give to farmers often encourage 
them to produce more food than they can sell and thus to 
use more pesticides than they really need. Though many 
of these chemicals do not remain in the crops harvested, 
large amounts sink into the soil, contaminating water sup-
plies. But these problems are largely invisible to the public 
and are much harder to dramatize than the discovery of a 
toxic waste dump like that at Love Canal, New York.

Though opposed by environmental organizations, 
farm groups have been generally successful at practicing 
client politics. Even with the aforementioned 2004 man-
date to expand and improve pesticides regulation, now, 

17-1  summarize the policymaking 
classification that explains the types 
of politics that may matter to whether 
and how government acts on any given 
issue.

Four types of politics matter in the policymaking 
classification, each based on how most people 
perceive the distribution of monetary and other 
costs and benefits associated with the policy 
or program: majoritarian (everybody benefits, 
everybody pays), interest group (one small group 
pays, another small group benefits), client (almost 

everybody pays, one small group benefits), and 
entrepreneurial (almost everybody benefits, one 
small group pays).

17-2  explain how america’s social welfare 
policies differ from those of many other 
modern democracies, and why some 
programs are politically protected while 
others are politically imperiled.

America‘s social-welfare programs differ in four 
main ways. First, Americans have taken a more 
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restrictive view of who is entitled to or “deserves” 
to benefit from government assistance. Second, 
America was slower to embrace the need for 
the “welfare state” and, in turn, slower to adopt 
and enact relevant policies and programs. Third, 
state governments have played a large role in 
administering or co-funding many “national” 
social welfare measures (e.g., Medicaid). Fourth, 
nongovernmental organizations, both for-profit 
firms and nonprofit groups (secular as well as 
religious), have played a large role in administering 
Washington’s social welfare initiatives.

Political support for social-welfare programs 
depends primarily on who benefits directly, or who 
is perceived to benefit directly. For example, Social 
Security and Medicare benefit almost all people 
who have reached a certain age, while the Food 
Stamps program—like the old AFDC program’s 
successor, TANF—benefits only people with low 
incomes. The first type of social welfare program 
has no means test (they are available to everyone 
without regard to income), while the second type is 
means-tested (only people who fall below a certain 
income level are eligible). The first type represents 
majoritarian politics and is almost always politically 
protected; the second type represents client 
politics and is often politically imperiled. Medicaid, 
the federal-state health program, is means-tested, 
but it has as beneficiaries not only low-income 
persons but also the aged and the disabled. It 
mixes majoritarian and client politics, making 
it less politically sacrosanct than Social Security 
or Medicare, but more so than the Food Stamps 
program, TANF, and other means-tested programs.

17-3  Discuss how government regulations 
on certain big businesses have been 
imposed over the objections of those 
industries.

Several reasons explain the passage of government 
regulations on industries, but the most important 
ones have to do with entrepreneurial politics. 
Starting in the 20th century, consumer advocates 
and environmental activists began to challenge 
big oil companies, auto manufacturing companies, 
drug companies, pesticides producers, and other 
corporations that once had, or were perceived 
to have, cozy relationships with government. 
Policy entrepreneurs outside government like 
Ralph Nader and Rachel Carson dramatized how 
existing public policies and programs helped the 

companies to profit but hurt most people in the 
pocketbook, jeopardized public health and safety, 
or both.

By the 1970s and 1980s, policy entrepreneurs 
inside government, like those at the Environmental 
Protection Agency (founded in 1970), began 
regulating the businesses even more closely than 
they had in the past. Although business regulation 
policy still generates much controversy and many 
debates over its cost-effectiveness, most people 
now favor diverse regulations on big oil companies 
and other large-scale businesses.

17-4  explain why environmental policies 
are designed and enforced differently 
in america than in other industrialized 
nations, and the politics that drive 
environmental programs.

The adversarial nature of American politics, as 
well as the system of federalism, complicates 
policymaking in America, as illustrated by efforts 
to pass and enforce legislation on automobile 
emissions, clean air and water, and other 
environmental issues. While entrepreneurial 
politics figure prominently in environmental policy 
dynamics, including on an issue like protecting 
endangered species, there are environmental 
issues in each “box,” like pollution from automobiles 
(majoritarian), acid rain (interest group), and 
agricultural pesticides (client politics). The same can 
be said for social welfare, business regulation, and 
other domestic policies and programs.

17-5  Discuss the difficulty with changing 
policies—domestic, economic, and 
foreign—or developing new programs in 
the United states today.

The fundamental challenge with changing existing 
policies is the persistent public majority opposed 
to making either major or minor cuts to a program. 
Even the ostensibly far-reaching, bipartisan 
plans offered in recent sessions of Congress have 
been predicated on preserving (or expanding) 
all extant benefits to all present-day and near-
term beneficiaries without raising taxes and 
without reducing services. For good or for ill, their 
majoritarian politics forbid any truly far-reaching 
reforms, and consequently, leave scarce resources 
for developing new programs.
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involving health and transportation, get on (or drop 
off ) Washington’s political agenda.
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Nonpartisan reviews of public policy issues:
www.publicagenda.org
www.people-press.org

Selected social welfare programs
Social Security: www.ssa.gov
Medicare and Medicaid: www.cms.gov
TANF: www.acf.hhs.gov/programs/ofa

Selected federal agencies
Environmental Protection Agency: www.epa.gov
National Labor Relations Board: www.nlrb.gov
Occupational Safety and Health Administration: 
www.osha.gov
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