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. PART FOUR

The Politics of Public Policy

The Policy-Making Process

e

I. Reviewing the Chapter

A. Chapter Focus
In this chapter we move from the study of political and governmental institutions (pre-
sident, Congress, courts, etc.) to the study of the policies that all those instititions have pro-
3 duced. The purpose of this chapter is to provide you with a set of categories (majoritarian,
interest group, client, and entrepreneurial politics) to help you better understand politics in

general and the remainder of the book in particular. After reading and reviewing the mate- - -

rial in this chapter, you should be able to do each of the following:
1. Explain how certain issues at certain times get placed.on the public agenda for ;fi,étion.
2. ‘Identify the terms costs, benefits, and perceived as use& in- this 'éhépter. | =1

3. Usethe above terms to-define the four types of politics presented in the text—.majori-
tarian, interest group, client, and entrepreneurial-—giving examples of each. =

4. Review the history of business regulation in this country, using it to exemplify the
above four types of politics.

5. Discuss the roles played in the process of public policy formation by people’s percep-
tions, beliefs, interests, and values. :
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B. Study Outline

I. Setting the agenda

i

w 0

N A. Most important decision affecting policy making is deciding what belongs on the
- political agenda
- 1. Shared beliefs determine what is legitimate
2. Legitimacy affected by

a. Shared political values N

b. Weight of custom and tradition -

c. Changes in way political elites think about politics

B. The legitimate scope of government action

1. Always gets larger
a. Changes in public’s attitudes
b. - Influence of events
May be enlarged without pubhc demand evén when conditions i unprovmg
Groups: a motivating force in adding new issues
a. May be organized (corporations) or dlsorganlzed (urban minorities)
b. May react to sense of “relative deprivation”—people’s feeling that they are
worse off than they expected to be - L . o
(1) Riots of the 19603 : :
¢.  May produce an expansmn of govemment agenda
. (1) New commissions and laws '
- d. :May change the valiies and beliefs of others
. (1) White response to urban riots
4. Institutioris a sécond force adding new issues
. a. Major institutions: courts bureaucracy, Senate natlonal medla
= b. Courts =
. (1) Make decisions that force action by other branches school
desegreganon, abortion”
- (2) Change the polmcal agendfal
¢. -Bureaucracy :
(1) Source of pollucal innovation: siZe and expernse
(2) Thinks up problems to solve '
(3) Forms alliances with senators and their staffs

d. Senate

(1) More activists than ever

(2) Source of presidential candidates with new ideas ; S
e. - Media

(1) Help place issues on political agenda
(2) Publicize those issues raised by others, such as safety standards
proposed by Senate :
5. Evolution of political agenda ¥ i
- . a. Changes in popular attitudes that result in gradual revision: of the agenda =
b, Critical events, spurring rapid changes in attitudes =~ . .° Pop N
c. Elite attitudes and government actions, occasmnmg volatlle and
.interdependent change ' '

1I. Making a decision

A.

Nature of issue -

-1. Affects politicking

2. Affects intensity of political conflict
Costs and benefits of proposed policy a way to understand how issue affects
political power
1. Cost: any burden, monetary or nonmonetary
2. Benefit: any satisfaction, monetary or nonmonetary
3. Two aspects of costs and benefits.important:
a. Perception affects politics
b. People consider whether it is legitimate for a group to benefit
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II.

4. Politics a process of settling disputes about who benefits-and who ought to
benefit
5. People prefer programs that provide benefits at low cost
6. Perceived distribution of costs and benefits shapes the kinds of political
———coalitions that form butnotwhowins ~

Majoritarian politics: distributed benefits, distributed costs

A. Gives benefits to large numbers

B. Distributes costs to large numbers

C. Initial debate in ideological or cost terms, for example, military budgets
Interest group politics: concentrated benefits, concentrated costs

A.. Gives benefits to relatively small group -

B. Costs imposed on another small group.

C. : Debate carried on by interest groups (labor unions versus businesses)
Client politics: concentrated benefits; distributed costs

A Relatlvely small group benefits; group has incentive to organize

B. Costs distributed widely

C. - Most people unaware of costs, sometimes: in form of pork barrel projects
Entrepreneurial politics: distributed beneﬁts, conéentrated costs :
A.  Gives benefits to large numbers

B. Costsimposed on small group ' ' :

€. Sugcess.may depend on people who work on’ behalf of unorganized majontles
D: Legmmacy of client claims is 1mportant‘ Superfund an example :

VIL. The case of business regulation

A. The question of wealth and power’
1. One view: economic power doml.nates polu:lcal power .
2. Another view: political power a. threat toa market ecnnomy
- 3. Text cautious; weighs 1 vanables
B.. Majoritarian politics
© 1. Antitrust leglslatmn in 1890s:- £
a. Public indignation strong: but unfocused
b. Legislation vague; no specifi¢ enforcement ageney
2. - Antitrust legislation in the twentieth century strengthened
a. Presidents rake initiative in encouraging eniforcement
b. Politicians, business leaders committed to firm antitrust policy
¢. Federal Trade Commission created inr1914° :
d. Enforcement determined pnmanly by ideology and personal conwctlons
C. Interest group politics :
'1. Labor-management conflict
“Ha, /1935 labor unions $eek government protection for their rights; businesses
! oppose
" (1) Unions win
(2) Wagner Act creates NLRB:" - :
b. 1947: Taft-Hartley Act a victory for managément
¢. 1959: Landrum-Griffin Act another.victory for management
2. DPolitics of the conflict
a. Highly publicized struggle
b. Winners and losers determiried by pattisan composmon of Congress
¢. Between enactmnent of laws, conflict continues in NLRB
3. Similar pattern found in Occupational Safety and Health Act of 1970
a. Reflects a labor victory ‘
b. Agency established
D. Client politics
1. Agency capture likely
2. Licensing of attorneys; -barbers, and so on
a. Restricts entry into occupation or profession
(1) Allows members to charge higher prices
b. People not generally opposed
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(1) Believe regulations protect them
(2) Costs are not obvious

— 3. Regulation of milk industry
a. Prevents price competition and keeps price up
b. Public unaware of inflated prices
4. Tobacco regulations also benefit tobacco growers T
5. Citizens have little incentive to organize

E. Entrepreneurial politics; relies on entrepreneurs to galvanize

1.
2

3.

1906: Pure Food and Drug Act protected consumer
1960s and 1970s: large number of consumer and environmental protection
statutes passed (Clean Air Act, Toxic Substance Control Act)
Policy entrepreneur usually associated with such measures (Ralph Nader,
Edmund Muskie) _
a. Often assisted by crisis or scandal
b. Debate becomes moralistic and extréme .
Risk of such programs agency inay be captured” by the regulated mdustry
a. Newer-agencies less vulnerable
(1) Standards specific, timetables strict
(2) Usually regulate many different industries; thu$ do not face unlfied
opposition
(3) Their existence:has strengthened pubhc mteresl: lobbies
4. Alhes in the media may attack agenc1es ‘with probusiness bias
(5) Public interest groups can use courts. to bnng pressure on regulatory
agencies

VIIL. Perceptions, beliefs, interests, and, values: -
A. Problem of definition

1.
2.
3.

Costs and benefits not completely deﬁned in money terms

Cost or benefit a matter of perception i

Political ‘conflict largely a struggle to make one set of behefs about costs and
" benefits prevail over another :

B. Types of arguments used

i
2,

“Here-anid-now”. argument

.Cost argument

C. Role of values

1.
2.

3.

Values: our conceptions of what is good for our commimity or our country
Emphasis on self-interest
Ideas as decisive forces

D. Deregulation

1..
2.
3.

Example: airline fares, long-dlstance telephone rates, truckmg
A challenge to “iron triangles” and client: polmcs

‘Explanation: the power of ideas

a. Idea: government regulanon was bad.
b. Started with academic economists
c. They were powerless but convinced poht1c1ans
d. Politicians acted for different reasons
(1) Had support of regulatory agencies and consurmners
(2) Industries being deregulated were unpopular
Reducing subsidies
a. Example: tobacco industry
(1) ‘Supported by members of Congress from tobacco-growing states
(2) Allowed growers to borrow against unsold tobacco and not pay back
the loan
(3) Public went along until smoking became issue
(4) New system: growers pay subsidies

. - (5) Widely held beliefs (against smoking) defeated narrow interests

(subsidies) )
Presidents since Ford have sought to review government regulation
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6. Many groups oppose deregulation
Dispute focuses mostly on how deregulation occurs
“Process regulation” can be good or bad

a.

b.

7. The limirof ideas

a.

C Key Terms Match

Match the following terms and descriptions:

w omoeoaop

-

o B g T o

N p

w -
.

agenda sett1ng

. benefit

i boycott

client politics
cl'oged shop
cost

the cost argument

« -entrepreneurial pelitics

.+ interest-group politics

logrolling

_majoritarian politics

policy entrepreneurs

political agenda

*. pork-barrel projects

process regulatiornt
professionalization of reform
relative deprivation

secondary boycott

~ Sherman Antitrust Act

Some clients are just too powerful
(1) Dairy farmers, agricultural supports
b. But trend is toward weaker client politics

1.
2.

10.

11

12.
13,

14.
15.
16.
17.

18.

19.

A business that will not employ nonunion workers

A situation in which government bureaucracy thmks up
problems for government to solve .

Political activity in which both benefits and costs are widely
distributed

beciding what belongs on the political agenda .
Pohtlcal acUVlty in: whlch one group beneﬁts at the expense
of many other people :

Political: actmty in wh1ch beneﬁts are dlsmbuted costs are
concentrated .

Pohtlcal activity i whlch benefits are conferred on a dlsnnct
group and- costs on another dlsnnct group '

A sense.of bemg worse oﬂ" than one hinks oné ought to be

A s1tuatlon in which people are more sensmve to what they
might lose than to what they might gain

People in and out of governmerit who find ways of creating a
legislative majority on behalf of interests not well repre- .
sented in government: '

A boycott _by workers of a company other than the one
against which a strike is directed

Alaw passe'd in 1890 making monopolies illegal
Any sansfactlon that people believe they will derive if a pol-
icy is adopted

A concerted effort to get people to stop buying from a com-
pany in order to punish and to coerce a policy change

The perceived burden to be borne if a policy is adopted

Mutual aid among politicians, whereby one legislator sup-
ports another’s pet project in return for the latter’s support

A set of issues thought by the public or those in power to
merit action by government

Legislation that gives tangible benefits to constitutents in the
hope of winning their votes

Rules regulating manufacturing or industrial processes, usu-
ally aimed at improving consumer or worker safety and
reducing environmental damage
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Economic Policy

I. Reviewing the Chapter:

- A. Chapter Focus:

The purpose of this chapter is to. mtroduce you to an area of pubhc pohcy that affects every-

onie in one way or another: economic policy. The chapter will cover both the divided atti-

tudes that voters have toward a “good" economy and the competing theories that economists

_ offer on how to obtain a good economy. The various agencies that participate in formulating
il : ' governmerit economic policy will be reviewed, along with the many stages of producirig and
implementing the annual federal budget. Finally, the controversial areas of government

spending and tax reform will be discussed: After reading and reviewing the material in this

A ' - chapter, you should be able to do each of the following:

1. Show how voters. have cont:radlctory amtudes regardmg their own and others’ eco-
nomic benefits.. . .

2. List-and briefly explain the- four compeung economxc theones d1scussed m the chapte
3. Assess the nature and effect of Reaganomlcs

4. List:the four major federal government agencxes mvolved in setting-economic policy,
and explam the role of each. .- GRS

5. Analyze federal fiscal policy.in terms: of the text’s four categories of politics.
6. Trace the history of federal government budgeung practices up to-the present day. -

7. Comment on the prospects and the desirablllty of lowering federal spendmg and re-
forming the income tax. A

B. Study Outline

1. Ecoriomic health ' : i
A. How voters think; economic. well-bemg produces majontanan polmcs
1. Voters influenced by their immediate economic:situation - I
2. Voters worry about nation as a whole as ‘well as their’ own situations
- 3. Voting behavwr and economic condmons correlated at national level but not
individual level
-a. People understand what government can and cannot be held accountable
for
b. People see economic conditidns as affecung them indirectly, even when
they are doing well
B. What politicians try to do
. 1. Elected officials tempted to take short-term view of the economy
. 2. Government uses money to influence elections, but government will not alwe.
: do whatever is necessary
a. Government does not know how to produce desirable outcomes
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b. Attempting to cure one economic problem often exacerbates another
3. Ideology plays large role in determining policy

a. Democrats tend to want to reduce unemployment

b. Republicans tend to want to reduce inflation

II. Economic theories and political needs
AT Monetarism—asserts thar inflation occurs when there is too much money chasmg -

too few goods (Milton Friedman) .
1. Advocates increase in money supply about equal to economic growth
B. Keynesianismm—government should create right level of demand
1. Assumes that health of economy depends on what fraction of their incomes
people save or spend
2. When demand is too low, government should spend more than it collects in
taxes by creating public works programs
3. When demand is too high; government should increase taxes
C. Planning—free market too undependable to ensure economic efficiency; therefore
government should control it (John Kenneth Galbraith)
1. Wage-price controls ' .
, 2. Industrial policy—government directs investments toward particular industries
- D: Supply-side tax cuts—need for less government interference and lower taxes
(Arthur Laffer)
* 1. Lower taxes would create incentives for investment
2. Greater productivity would produce more tak revenue
E. Ideology and theory
1.. People embrace an economlc theory partly because of their polltlcal beliefs
'F. Reaganomics
1, Combination of monetarism, supply-sxde tax cuts, and domesmc budget cuttmg
2. Goals not consistent" .
a. Reduction in size of federal govemment
b. Increase in military strength
3. ‘Effects
Rate of growth of spendmg slowed (but not spendmg itself)
Military spending increased
Money supply controlled
Federal taxes decreased
Large deficits in¢urred, dramatically increasing size of national debt
Unemployment decreased ' 2
HI. The machmery of economic policy making
A. Fragmented policy making; not under president’s full control
1. Council of Economic Advisers—members chosen are sympathetic to president’s
view of economics and are experts :
_a. Forecasts economic trends .
b. Prepares annual economic report for president
2. Office of Managemerit and Budget
a. Prepares estimates of federal government agencies; negotiates department
budgets
b. Ensures that agencies’ legislative proposals are compatible w1th president’s
program
3. Secretary of the Treasury—reflects point of view of financial community
a. Provides estimates of government’s revenues
b. Recommends tax changes; represents nation before bankers and other
nations
4. The Fed (Federal Reserve Board)
a. Independent of both president and Congress -
b. Regulates supply and price of money
5. Congress most important in economic policy making
" a. Approves taxes and expenditures
b. Consents to wage and price controls

e an o
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¢. Can alter Fed policy by threatening to reduce its powers
B. Effects of interest group claims
1. Usually majoritarian: economic health good for all
2. Sometimes interest group: protectionism in 1980s
IV. Spending money

A Conflict between majoritarian and client or interest group pollncé_
B. Sources of conflict reflected in inconsistencies in public opinion
C. Politicians have incentive to make two kinds of appeals
1. Keep spending down and cut deficit
2. Support favorite programs of voters
V. The budget
A. Earlier practices
1. Merely adding expenditures before 1921
2. No unified presidential budget until.1930s
3. Separate:committee reactions after that
B. Congressmnal Budget-Act of 1974: procedures
President submits budget
House and Senate budget committees analyze budget
Budget resolution in May proposes budget ceilings
Congress tries to get members to appropriate funds : :
Congress adopts second budget resolution that reconcﬂes” budget ceﬂmg with -
total individual appropriations bills o
“Weakness: May resolution frequently. 1gnored
Failures.of process aftéer 1981
Passage of Gramm-Rudman Balanced Budget Act (1985)
a. Called for
(1) A target cap on the deficit each: year leadmg to a balaneed budget
(2) A spending plan within those targets - -
(3) If lack of agreement on a spénding plan exists, automamc across-the
board percentage budget cuts (a sequester)_ '
b. Very unpopular. . . but necessary '
9. “Read my lips—no new taxes”: Bush in 1990
a. Produced a sequester of nearly $100 million
b. Result was
(1) Increased taxes
(2) Cut in defénse spending
(3) New budget procedures
¢. But total spending went up almost 5 percent
10. 1993 budget bill mirrors 1990 budget:
;/ Caps appropriations in specific areas.
b Caps discretionary spendmg
c. Peace dividend not enough to cover even costs of mﬂahon
C. Difficulties in reducing spendmg :
1. Interest group pressure to increase programs
2. Much of budget is expenditures representing past commitments that cariniot be
altered (contracts, Social Security benefits, national debt): “uncontrollables”
3. Performance of economy unpredictable
VI. Levying taxes
A. Tax policy reflects blend of majoritarian and client politics
1. “What is a ‘fair’ tax law?” (majoritarian)
a. Tax burden is kept low
(1) Americans pay less than citizenis in most other countries
b. Requires everyone to pay something
(1) Americans cheat less than others
2. “How much is in it for me?” (client)
a. Requires the better-off to pay more
(1) Progressiveness is a matter of dispute: hard to calculate

P?PNH

PN
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" 3.

(2) Many loopholes: example of client politics
Client politics (special interests) make tax reform difficult
a. But Tax Reform Act passed (1986)

B. The rise of the income tax

Most revenue derived from tariffs until 1913 and ratification of Sixteenth

1.
Amendment
2. Taxes then varied with war (high), peace (low)
a. High rates offset by many loopholes: compromise
b. Constituencies organized around loopholes
3. Tax bills before 1986 dealt more with deductions than with rates
4. 1986: low rates with smaller deductions

C. The politics of tax reform

g 8
2.

e 12

>

C. Key Terms Match

Match the following terms and descriptions:

A

oo,

A I~ T

Hoo v o o H

o

economic planning
Federal Reserve System

fiscal policy

« fiscal year (FY)
" industrial pelicy

. Keynesianism

monetarism

monetary policy
“other-regarding” voters
peace dividend
planning ‘

price and wage control
Reaganomics

“self-regarding” voters

Majoritarian politics resurfaced in demand for fairness -
Several kinds of entrepreneurs involved .
a. Professional economists opposing inefficiencies

b. -Supply-side ideologists

c. Publicists exposing “tax cheats”

Success requires support of key polmcmns

Tax politics once again majoritarian, as in 1913

Left unanswered: elimination of budget deficits

bﬁdget 1. - . A group that forecasts e'cOnofn‘iC ‘trends -
: budget resolution, 2. - The theory that the health of an economy depends on what
N fracnon of their.incomes people save or spend - .
budget surplus’
Congressxon al Bu dget i Legislation that authonzes budget ceilings
N 4. An organization that prov1des estunates of tax revenues
Council of Economic g
Advisers 5. _ Thetheory th_at voters worry about community and national
deficit budget el : |
6. The use of the amount of money in bank deposits and the

price of money to affect the economy

7. * A combination of monetarism, tax cuts, and domestic budget
cutting -
The mechanism that regulates the supply and price of money

The theory that voters are mostly influenced by their own
immediate economic situation

10. A budget in which expenditures exceed tax revenues

11. The use of taxes and expenditures to affect the economy

12.  The theory that inflation occurs when there is too much
money chasing too few goods

13. The theory that government should control wages and prices

14. A document that a,gmotihées how much the government will
collect in taxes and spend in revenues and how those expen-
ditures will be allocated

15. A recommendation for budget ceilings to guide legislative

committees in their spending decisions

(continued)
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u.  sequester ) 16.

v.  supply-side theory

w. Treasury Department 12

A situation in which the government takes in more money
than it spends

An economic philosophy that assumes that the government
should plan some part of the country’s economic activity

18. .

19.

20.
21.

22,

23.

D Did You Think That .

The period from October 1 to September 30 for which gov-
ernment appropriations are made and federal books are kept

An economic philosophy that wéuld have the government
planning or subsidizing investment in industries that need to
recover or new and better industries that could replace them

Money that some assumed would be freed up for domestic
spending by cuts in post—Cold War defense spending

Government regulation of the maximum prices that can be
charged and wages that can be paid

Automatic, across-the-board cuts in certain federal programs
when Congress and the presxdent cannot agree on a spending
plan

An economic¢ philosophy that holds that sharply cutting taxes

* would increase the incentive to invest, leading to more tax

revemntes

Below are listed a number of misconceptions. You should be able to refute each statement in’ the
space provided, referring to information or argumentanon contamed m thrs chapter Sample
answers appear at the end of the Handbook. : -

: . " 1. “The president should bear the blame when the nation’s- economy does not perform
oo well; because he controls the government agencies that in turn control the economy.”

2. “The economy would be consistently healthy if government officials were well- t:ramed

ec¢onomists.”

3. “Elected officials need to study the economy and respond with the appropnate tax in-
" creases or budget reductions.”

4. “The budget is so large that it should be relatively easy to find programs to cut.”

o
)
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Social Welfare

I. Reviewing the Chapter

-A. Chapter Focus

This chapter covers more than fifty years of the political history of efforts to esl:ab‘hsh main-
tain, expand,. or cut those major programs that give or claim to give government help to
individuals in need, After reading and reviewing the material in this chapter, you should be
able to do each of the following: :

- L

2.

B. Study Outline

L.

IL.

Describe the goals of theé American social welfare system and conm'ast 1ts programs
with those of the British in terms of central;zanon .

Describe the major elements of the American. system, including the Social Security Act
of 1935, the Economic Opportunity Act of 1964, and the Medicare Act of 1965. Why
did these acts pass, whereas the Family Assistance Plan of 1969 failed? What general-
izations can be make about welfare polmcs? _

Explain. why some welfaie policies can be considered majoritarian politics and others
client politics. Give examples and- mdlcate the political consequences of each.

Analyze and commient on the promise and the performance of the Reagan administra--
tion in cutting welfare programs while mamtammg the “safety net.” .

Discuss the many politics of hea_l_th care reform..

Overview of welfare politics in the United States
A. Who deserves to benefit?
1. Ins;stence that it be only those who cannot help themselves -
2. Slqw steady change in deserving/undeserving line
3. - Alternative view: fair share of national income; government redlsmbute money
4. Preference to give services, not money to help deserving poor
B. - Late arrival of welfare policy
1. . Behind twenty-two European nations -
2. Contrast with Britain in 1908
C. Influence of federalism
1. Federal involvement “illegal” until 1930s
2. Experiments by state governments
a. Argued against federal involvement because states already providing
welfare .
b. Lobbied for federal involvement to help states
The four laws in brief
A. Social Security Act of 1935
1. Great Depression of 1929—local relief overwhelmed
2. Elections of 1932—Democrats, FDR swept in
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a. .Legal, political roadblocks—was direct welfare unconstitutional?
b. Fear of more radical movements

(1) Long’s “Share Our Wealth”

(2) Sinclair’s “End Poverty in California” -

—
; (3) Townsend’s old age program
o 3. Cabinet Committee’s two-part plan -
’ a. ‘“Insurance” for unemployed and elderly
b. “Assistance” for dependent children, blind, aged
¢. Federally funded, state-administered program under means test
B. Economic Opportunity Act of 1964
1. War on Poverty at a time of prosperity
' 2. Pockets of poverty found (Michael Harrington)
3. Proposals acquire urgency
a. March on Washington, August 1963
b. Kennedy assassination, November 1963 )
- 4. Service not money, provided throiugh Economi¢ Opportunity Act
a. Job Corps ‘
b. Literacy programs
c. Neighborhood Youth Corps
d. Work-study program
- e. Community Action Program
5. Resulted in complex and controversial orgamzanons based in nelghborhoods
C. Medicare Act of 1965 :
1. Medical benefits omitted in 1935: corm‘oversml but done to ensure passage _
2. Opponents :
a. AMA
b. House Ways and Means Gommittee under Wilbur Mills
3. 1964 electlons Democrats’ big majority altered Ways and Means
3 4. Objections anticipated in plan -
( ‘) " a. Application only to aged, not everybody
- b. Only hospital, not doctors’, bills covered )
5. Broadened by Ways and Means to include Medicaid for poor; pay ddctors’ bllls
for elderly
D. Family Assistance Plan (FAP) of 1969 7
1. Growth of AFDC and doubling of costs from 1964 to 1969
2. Criticisms )
a. Subsidizing the able-bodied
b. Benefits too low
¢. Harm to families by encouraging them to break up
. d. Demeaning tests for eligibility -
3. Nixon proposed bold departure in FAP
a. Guaranteed minimum income for famﬂy with children -
b. Work requirement or job training
c. Earned income offset but discounted - -
d. Benefit ceiling
4. House passage due to support of Wilbur Mills, would reduce welfare cheating
5. Senate defeat
a. Conservative Russell Long chaired Finance Committee
b. Liberals unsatisfied, suspicious; conservatives feared cost
6. Programs and idea dead :
a. McGovern in 1972 offered a version but withdrew it
b. Carter after 1976; but earned-income tax credit enacted in 1975
II. Two kinds of welfare programs
A. Majoritarian politics: almost everybody pays and benefits
: 1. Social Security Act, Medicare Act are examples
L ) B. Client politics: everybody pays, relatively few people benefit
' 1. AFDC program, CAP program of War on Poverty are examples
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C. Majoritarian politics

1.

2.

LA

2.

4.

Programs with widely distributed benefits and costs

a. Beneficiaries must believe they will come out ahead

b. Political elites must believe in legitimacy of program

Social Security and Medicare looked like “free lunch” ‘
a.—Benefits-and-taxes were-initially small———— —
b. Many players, few beneficiaries .

c. Medicare costs were underestimated

Debate over legitimacy: Social Security (1935)

a. Constitution did not authorize federal welfare (conservatives)

b. But benefits were not really a federal expenditure (liberals)

Good polities unless cost to voters exceeds benefits

Three things changed politics of Social Security and Medicare

a. Tax increases necessary to pay for retirement benefits

b. Older people began to live longer

¢. Cost of health care shot up

Client politics
1.

Programs pass if cost to .pubhc not perceived as great and client eonsidered
deserving
AFDC became controversial once perception changed to no longer helping
“deservmg poor” but unmarried black women
‘American values hold that welfare encourages men to avoid respon51b111t1es
and poor women to have babies
b. Americans prefer service stratégy to income strategy ‘
(1) Charles Murray: high welfare benefits made some young people go on '
. welfare rather than seek jobs
(2) No direct evidence supports Murray

' ¢. - Preference for “giving people a hand rather than a handout” explams

passage of War on Poverty in 1964

The many politics of health care reform
1.
2.
3.

President Clinton announced new health care policy in 1993
Many presidents endorsed health plans without success
Not till Medicare Act of 1965 did federal government begm a big role in health

_ care but only for elderly

New issue emerged because of rising cost of health care

a, Nixon urged HMOs

b. Carter proposed a cap on hospital payments by insurance

¢. Reagan changed law-to allow Medicare to reimburse a fixed amount -

Clmton concerned not only about cost but number of people not covered
_Task Force on National Health Care formed under Hillary Rodham Chnton

b Plan proposed placing entire medical economy under federal regu]an_on

Majoritarian versus client politics
1.
2.
3.

Clinton wanted health plan seen as majoritarian issue

But Americans happy with current health insurance

Clinton’s alternative was to make health care client politics

a. Needed client to have either allies in Congress or be seen as deserving
b. Public unlikely to help marginal members of society

Clinton’s strategy shifted to making health care a majoritarian issue by making
public fearful of losing insurance

Hillary Clinton injected entrepreneunal politics by attacking drug
manufacturers and i insurance companies

Rival plans emerged

a. Single-payer plan

b. Voluntary plan for employers

. ¢. Clinton began calling his plan “managed competition” as a compromise in

the face of rival plans
Questions of average citizen -
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Would people have to pay higher taxes for benefits they already have?

b. Would people retain the right to choose their own doctor?

¢. Would the United States continue to be in the forefront of developing new
drugs and methods of treatment?

d. If all employers were required to provide health insurance mostly at their

own expense, would they cut back on the number of people they hire?

Cpiygad

=

e. Should there be one national or several state plans?

IV. Toward a new welfare politics -
A. Majoritarian welfare programs: who will pay? how much?
B. Client-oriented welfare programs: who should benefit? how should they be served?
C. Costs

1.

Problem: “indexing” of Social Security payments to inflation
a. Made increases automatic

2. Bipartisan commission raised taxes, raised age at which people become eligible
3. Medicare was tougher
a. Politically impossible to raise taxes or cut benefits
b. Approach: price controls in 1983
(1) Regulations and restrictions on what doctors. and hospitals can charge :
(2) Flat fee for each treatment '
(3) Some hospitals cut services in response -
¢.  Medicare Catastrophic Coverage Act of 1988.
" (1) Designed to protect elderly against costs of catastrophic illness
(2) Costs to be paid by more affluent elderly
(3) Beneficiaries revolted, and act was repealed
4 Any universal health plan would present more cost problems than Medicare
. a. Clinton proposed to recover costs by more efficient, stream.lmed system
D. Legitimacy
© 1. Question: how can percelved legmmacy of poor people be mcreased?
2. Family Support Act of 1988
a. Requires states to collect child support payments frorn desertmg fathers
b. Requires states to train welfare mothers. :
c. Passed Congress by wide margins
3. Head Start

a. Provides preschool education to. poor children

b. Popular with conservatives and liberals
(1) Targets poor families
(2) Provides services rather than money =
.(3) Helps children

E. The “family issue”

1.
2.
3

4.

Attempt by Democrats to co-opt Republicans

Emphasis on strengthening family ties

Examples: minimum wage, govemment—supported day care, parental leave
from work

Problem: debate over morality

a. What values should be encouraged?

F. The homeless

1. Disagreement over number of homeless
2. Adopted policy satisfies neither liberals nor conservatives
3. Federal government supports state and local programs
G. Immigrants .
1. 90 percent of immigrants are in six states'
2. Studies indicate effect of immigration on wages or unemployment of less-
skilled workers is nil
3. But public perceives immigration as harming Amencan workers
4. Economic effects of immigrants is mixed

. d. Decline in earnings of low-skilled workers

b. Immigrants pay more in taxes than they-receive in government services

218



C. Key Terms Match
Match the following terms and descriptions. (Note: One of the descriptions should be matched

with two terms)

LS
.

Fowomop

-

Set 1. -
a. AFDC
almshouses
¢.  Community Action Program
(CAP)
d: Economic Opportunity Act
e. - EPIC
f.  Family Assistance Plan
g. Job Corps
h. March on Washington
i Medi;:ar-e
mother’s pension
k. Néigthrho.‘od Youth Corps
" Share Our Wealth plan
S Sacial Security Act
n  SSI '
o. Townsend plan’
p. Ul
g ‘War on Poverty
Set 2
a. assistance program
b.  client politics
¢. earned-income tax credit
d.  Family Support Act
food stamps
guaranteed annual income
Head Start
income strategy

indexing

10.
11. _
12.
13.

14. _
15.
16.

First U.S. legi_s_latic;n, ii‘l '193§, providing for an income trans-
fer program

Legislation enacted in 1964 that authorized various services
for the needy ’

Legislation enacted in 1965 providing medical insurance for
the elderly '

Thé proposal defeated in 1972 for a guaréntee_d annual
income

Pre-1935 state programs to aid widows with children
Pre-1935 state-run or locally run homes for the poor

Huey Long’s proposal to redistribute income in the United
States

" Upton Sinclair’s proposal to redistribute income in California

Prop&sal to provide all elderly people with $200 per month
An event that strengthened the chances of passage of the

. War on Poverty prograin
A program to train chronically unemployed young people

A program to provide work experience to young péople in

" cities )

. A program to enable the poor to participate in adinmisteﬁné

poverty programs

- Benefits paid weekly to lajd-off workers unable to find jobs

Payments to poor familjes with children

Cash payments-to poor people who are aged, blind, or
disabled :

Vouchers given to the poor to buy food at grocery stores

A proposal to replace AFDC by putting a floor under all
incomes -

Carter’s attempts to introduce a version of the guaranteed
income

The mechanism by which payments rise automatically when
costs do

A proviso that only those below a specified poverty level
qualify for a program

Policy making in which almost everybody benefits and almost
everybody pays

(continued)
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j- insurance program
k. majoritarian politics
. means test

m. Metlicare Catastrophic

Coverage Act

n. negative income tax

o.  Program for Better Jobs and"

Income

i p.-  service strategy

D. Did You Think That .

8.

10._
11
15:
13.
14..

15.

An approach to welfare that aims to give poor people job

training or government jobs rather than money

Legislation adopted in 1988 to protect the elderly against the
costs of long-term medical care; later repealed

——9.——TLegislation-adopted-in-1988-to-provide welfare-to-needy peo-

ple without encouraging the breakup of families or dls-
couraging gainful employment

Federally funded program that provides children with
preschool education

Policy making in which relatively few people benefit but
everybody pays

An approach to welfare in which poor people are given
money

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

. Aself-financing program based on contributions that pro-

vides benefits to unemployed or retired persons

A provision of a 1975 tax law. that entitles ‘working families

with children to. recelve money if thelr income falls below a
certain level

Below are listed a'number of misconcepnons You. should.be: able to refute each statement in the
space provided, referrmg to information or argumentatwn ‘contained in' this. chapter Sample
answers appear at the end of the Handbook.

1. “Welfare policies are instituted primarily to redistribute income among classes.”

2. “The United States has led the way in pioneering social programs.”

3. “The national government is responsiblé for social welfare administration.”

4. “Bill Clinton was the first president to propose a federal health care policy.”
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CHAPTER 17

5.

AP GOVT. . NAME

Attach this as a cover sheet for your answers.

1. Why does the legitimate scope of government action no longer spark the debate
that it did during the 1920's and 1930's?

2. Sihce popular attitudes change only slowly ‘and usually in response to critical
‘events, how can you account for the relatively rapid changes 1n the agenda of public

pohcy"

3. Exphm the theery of cost and benefit.in the formulation of publlc policy. Be sure
to properly define the essential terms.

4, Congrcss recently passed a massive updating of the nation’s teélecommunications

“law. Television networks, television stations, cable TV networks, local cable
.companies, longdistance -carriers, local and rc;glonal telephone companies are all
* cover by new niles to expand competition and limit government regulation. How do
~you think making this law fits into the cost/benefit matrix on page 4577 '

5. Explain ‘how the Social ‘Security program ﬁts inte the -cost/beiefit =ma?lmc

plam how the work of Ralph Nader fits into ‘the costibenefit matrix.

Explain chent politics in-terms-of the the cost/benefit matrix. Provide and example
of client politics in action :and an -explanation of why it waorks. '

8. How was the savings-and loan mess almost a disaster designed by Congress?

9.' What:does it mean to "discount the futurc“ in «conflicts :over public policy. Provide '

“two examples of this principal in opération.

-+ 10..If a person tries to explain polifics only in terms of self-interest, what are three
'Ancglccted factors that are often decisive forces in political conflicts? Provide an
example of one of these factors in operation.






AP GOVT. . NAME
CHAPTER 18

O

g7

ATTACH AS A COVER SHEET FOR YOUR ANSWERS.

1: Why is it so.easy to become cynical while studying economic policy (give some
eVidence)‘? Why would this view be a mistake?

2., Convcntlonal wisdom tells politicians that citizens vote their "pocketbook.” ‘What

" ds-the ‘Gomplexity of this issue that has at least two versions of "pocketbook?"

3 D@ the two major political parues have different pnont;es for combating inflation
'and unemployment? Explain.

. X In a succmct manner, explain the defining lralts of Monetamsm, Keynesxamsm,
. Planmqg, and SupplySmle Economics. ,

it is "Reaganomms"" What have been its results’7
4. ‘Whai is ;ihé-%:" ifference betwecn fiscal policy -and mone’tary policy? Who-c
"fﬁhréﬁi?? ‘ '- '

! 7 What seems s0 obviously inconsistent about voter attitudes concerning
‘~i~_g0vcmmcnt spendmg? What two political appeals result? :

_ 8. E" . lam the view that much of the federal budget is on automatic p]lof? Be sare to
':pmvadc several examples.

B What is the political compromise concerning tax rates that Democx:ats and
v Repubhcans adhered to for much of this century?

* o 10.- ‘What did the Tax Rcfmm Act of 1986 do? How did it become posmble to pass
" “sucha measurc‘? ‘What major problem did it not -address?



AP GOVT. - NAME
CHAPTER 1°l

ATTACH AS A COVER SHEET TO YOUR ANSWERS.

1. "The American approach to welfare differs from that of many European countries on

.. the basis of who is entitled, when programs started, and federahsm Briefly explain

the American approach on each of these points.

2. ‘The two most sxgmficant -and long lasting welfare programs were initiated in 1935
:and 1965. Identify the programs and explain what political conditions the two
petiods had in-common ‘that worked in favor of expanding welfare programs?

3; ‘.In. terms of social-welfare programs, what is.a means test?

4. ‘W_;hat is the one part.of the Social Security Act that has become unpopular with
Americans? Explain why this atfitude has developed. ,

5. What is the camed—mcome tax credit and how is it rélated to the failed Famﬂy
Assmtance Program of 19697 ’ A

6. ‘What is the ldeﬁ}loglcal debate that scems. to swrround nearly every consideration of
socxal~welfare ieglsiatlon in the U. S.? How do the pahncal parties line up in this

. debate?”

’7 ‘Why did Social Security have to be "rescued” during the 1980's? In general terms,
- 'how was this "rescue” accomphshed? What other program has been in deep trouble
but left to fester?

8. ‘What is the problem that the nation faces with-the cost.of health care?.

9, "What were some: . of the basic prablems of the Clinton “Health Security Act” that
" caused it to fail at passage?

10 “What lesson(s) do you think :‘Cengress learned from the experience -of the
“Medicare Catastrophic Coverage Act of 198877
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What Is Driving Growth in Government
Spending?

By NATE SILVER

It’s one of the most fundamental political questions of our time: What’s driving the growth in
government spending? And it has a relatively straightforward answer: first and foremost, spending on
health care through Medicare and Medicaid, and other major social insurance and entitlement
programs.

But I thought it was worth reviewing the evidence in a bit more detail. There are a few surprises along
the way, some of which liberal readers might like and others of which will please conservative
readers.

The Web site usgovernmentspending.com has an abundance of data on federal, state and local
spending at different points in time. My focus will be on how government has been spending its
money in the present and the past, rather than evaluating any future budgets or projections.

I’1l be looking principally at government spending as a share of the overall economy, specifically as
compared to the gross domestic product. In the long run, the overall economic health of the country is
the most important constraint on fiscal policy. A growing economy gives us a lot of good choices:
maintaining or expanding government programs, cutting taxes or holding them at a moderate level,
reducing or managing the national debt. A stagnant economy means that everything gets squeezed.

httn://fivethirtveight.blogs.nvtimes.com/2013/01/16/what-is-driving-growth-in-governmen... 3/20/2014
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The first chart, below, documents the growth in federal government spending over the past hundred
years as a share of gross domestic product spending is broken down into four major categories:

L. Entitlement programs, under which I classify government expenditures on health care programs;
pensions and retirement programs like Social Security; and welfare or social insurance programs like
food stamps and unemployment compensation.

2. Military spending

3. Interest on the national debt %

4. Infrastructure and services, under which I include everything else — the pot that is often referred
to as discretionary spending: education spending; fire services, police and the criminal justice system,;
spending on physical infrastructure including transportation; spending on science, technology, and
research and development; and the category called “general government,” which largely refers to the
cost of maintaining the political system (like salaries for public officials).

Federal Government Spending as Share of GDP
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The most striking feature of the chart is the extraordinary amount of military spending during World
War II (and to a lesser extent, during World War I). Even after World War II, however, military
spending constituted the outright majority of federal government spending until 1969.

Military spending makes up closer to 24 percent of federal expenditures today. That’s up from the
near-term low from 1998 to 2001, when it made up about 20 percent of federal spending. (One
contributor to the budget surpluses achieved briefly during the Clinton administration was a peace
dividend in the interim between the cold war and the Sept. 11 attacks.) And military spending in the
United States has generally been rising relative to inflation and remains very high relative to most
other nations. But over the longer term, it has fallen slightly relative to the gross domestic product,
and substantially relative to other types of government spending.

Another surprise is how little we are paying in interest on the federal debt, even though the debt is
growing larger and larger. Right now, interest payments make up only about 6 percent of the federal
budget. In addition, they have been decreasing as a share of the gross domestic product: the federal

httn-/fivathirtveioht hlnoe nvtimec ecom/P012/01/1 A/ what-ie-drivino-orawth-in-covernmen /707014
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government spent about 1.5 percent of gross domestic product in paying interest on its debt on 2011,
down from a peak of 3.3 percent in 1991.

How is this possible? The reason is that although the government is borrowing a lot of money, it is
doing so very cheaply because interest rates are low both over all and on government debt
specifically. We’re now spending less than 2 percent of the principal annually to service our debt,
down from a peak of close to 7 percent in the early 1980s. Borrowing costs aren’t expected to remain
this low forever, so this ratio is bound to increase some. Fortunately, much of the debt we have issued
has relatively long maturities, meaning that we have locked in low rates. (This won’t necessarily
apply to future deficit spending: one of the consequences of failing to raise the debt ceiling would be a
significant rise in borrowing costs, which would compound our debt problems later on.)

Interest Expense as Share of Gross Public Debt
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The growth in federal spending on physical infrastructure and on services provided directly by the
government like policing and education, has been modest. In fact, federal spending on these
categories has declined somewhat as a share of the gross domestic product over the past 40 years.

It might also be surprising that spending in this category is relatively quite small — federal
expenditures in these areas totaled only about 2.5 percent of gross domestic product in 2011 —
considering that they make up some of the most traditional functions of government (along with
defense).

But part of this is because many of these services are financed and provided for by state and local
governments, which spend most of their money in these areas.

That means most of the growth in federal government spending relative to inflation — and essentially
all the growth as a share of the gross domestic product — has been because of the increased expense
of entitlement programs.

httn-//fivethirtveioht.blogs.nvtimes.com/2013/01/16/what-is-driving-growth-in-governmen... 3/20/2014
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We’ll return to this theme in a moment, but let’s first consider the role played by state and local
governments.

State & Local Government Spending as Share of GDP
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While most discussions of government spending focus on what the federal government spends, state
and local governments are a bigger part of the picture than you might think. Their collective spending
is now the equivalent of about 15 percent of the gross domestic product, not counting money which is
granted to them by the federal government for programs administered by states and localities. (By
comparison, federal government spending, including grants to the states and interest on the national
debt, has recently been about 24 percent of the gross domestic product.)

The states also spend their money much differently than the federal government: principally, as I
mentioned, on infrastructure and on services like policing and education. States and localities do
spend some on entitlement programs, and their expenditures in this area have been increasing, but
federal expenditures have accounted for most of the growth.

However, states and localities pay for essentially nothing that would be classified as military
spending. They also accumulate relatively little debt, so they don’t pay much in the way of interest;
many states are required by law to balance their budgets, or routinely do so as a matter of custom.

The flip side is that states and localities have very limited ability to engage in stimulative spending
during economic downturns. Instead just the opposite is true: recessions reduce their tax base, so they
either have to increase tax rates or cut services to keep their budgets balanced. The federal
government provided various grants to the states in the stimulus package it passed in 2009, offsetting
some of the states’ expenses, but these programs have since largely expired, and many states and
municipalities have had to cut their budgets or raise taxes since then. Partly as a result, about 500,000
local and state government jobs have been lost since 2009, even as private-sector employment has
(somewhat) recovered.

httn-//fivethirtveioht blaos nvtimes com/?2013/01/1 6/what-is-driving-orowth-in-saovernmen . 3/20/2014



What Is Driving Growth in Government Spending? - NYTimes.com Page S of 11

Although accounting for state and municipal expenditures alongside federal ones increases the share
of government expenditures that are spent on infrastructure programs, it does not change our

conclusion
about what is driving the increase in spending relative to gross domestic product entitlement

programs, which account for the vast bulk of it.

Total Government Spending as Share of GDP
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The usgovernmentspending.com data classifies three subcategories of entitlement programs. Spending
on welfare programs like food stamps and unemployment insurance is the most cyclical - or
technically the most countercyclical, since much of it kicks in automatically during an economic
downturn. Spending on retirement programs, principally Social Security, is the steadiest, but it has
been increasing faster than the rate of gross domestic product growth and considerably faster than
inflation. And health care spending has been increasing at the fastest rate.

hitne/fivethirtueioht hlnoe nutimes com/2013/01/16/what-is-driving-growth-in-governmen...  3/20/2014
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Entitlement Spending as Share of GDP
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Specifically, overall government spending on entitlement programs increased at a 4.8 annual rate in
the 40 years between 1972 and 2011, net of inflation. Health care spending increased at 5.7 percent
per year (and federal government spending on health care increased at a 6.7 percent pace). In contrast,
the gross domestic product grew at a rate of 2.7 percent over this period, with tax revenues increasing
at about the same rate as the G.D.P.

Spending on infrastructure and government services, excluding defense, has kept pace with gross
domestic product growth. (Spending on infrastructure and services by the federal government
specifically has lagged gross domestic product growth somewhat, growing at 1.8 percent per year.)
Also, most of the subcategories of infrastructure and services spending that
usgovernmentspending.com tracks have decreased slightly as a share of the gross domestic product,
including spending on transportation, education, science and technology. The major exception is
spending on the category they describe as “protection,” reflecting the increase in the criminal justice
apparatus, which has grown at 4.8 percent per year.

bt /Fivathirtuvaioht hlaae nutimec cam /N1 A/NT/1 A/ahat.ic.drivina-orawth-in-ocnvernmen /207014
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Total Government Spending
Annualized Growth Rate, 1972-2011
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Another way to view these data is to allocate the increase in spending-to-G.D.P. between the different
categories of expenditures. Total government spending — including federal, state and local spending
— rose to about 39 percent of the gross domestic product in 2011 from about 30 percent in 1972. So
we have a 9 percent increase to account for, which is equal to about $1.3 trillion per year in current
dollars.

Spending on entitlement programs was about $500 billion per year in 1972 in today’s dollars. If it had
increased at the same rate as the gross domestic product, it would now be about $1.4 trillion. Instead,
it is now about $2.9 trillion per year. What this means is that there has been about a $1.5 trillion
increase in entitlement spending above and beyond gross domestic product growth. This is actually
slightly larger than the overall increase in government spending relative to gross domestic product.
This results from the fact that spending on the other categories has been essentially flat relative to the
gross domestic product (infrastructure and services), or constitutes a negligible part of the budget for
the time being (interest), or actually decreased relative to gross domestic product over the 40-year
period (defense).

To clarify: all of the major categories of government spending have been increasing relative to
inflation. But essentially all of the increase in spending relative to economic growth, and the potential
tax base, has come from entitlement programs, and about half of that has come from health care
entitlements specifically.

hitn-//fivethirtveioht hlaos nvtimes com/2013/01/16/what-is-driving-growth-in-governmen... 3/20/2014
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Net Contribution to Total Budget Growth as Share of GDP
1972-2011

Entitiement Programs ; Y 00 |

Pensions and Retirement +3.2%
Health Care +4 9%
Welfare +2.1%
Infrastructure and Services - s04% T

Education -0.3% i
Protection and Law Enforcement +1.1% .
Transportation -0.3% l
Science, Technology, Other Infrastructure -0.4% '
General Government 0.0% |

Defense Iz r_f.'-.-'_ e

R .

Total Government Spending

The growth in health care expenditures, for better or worse, is not just a government problem: private
spending on health care is increasing at broadly the same rates and is eating up a larger and larger
share of economic activity. It’s an immensely complicated problem, but the arithmetic is simple: if we
can’t slow the rate of growth in health care expenditures, we’ll either have to raise taxes, cut other
government spending or continue to run huge deficits. Or we could hope to grow our way out of the
problem, but health care expenditures may be impeding private-sector growth as well.

And soon, we may cross an important symbolic threshold: when the overall majority of government
expenditures are spent on, essentially, insurance programs. (Another way to conceive of the major
categories of entitlement programs are as health insurance, retirement insurance, unemployment
insurance and so forth). Already, this is true of federal government spending (and it has been true
since the early-to-mid-1990s). It is very close to being true even if one also accounts for state and
local spending, and may well become true as soon as this year.

httn/fivethirtveioht hlange nvtimes com/2013/01/16/what-is-driving-erowth-in-governmen... 3/20/2014
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Share of Total Noninterest Government Spending
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Slowing the growth of entitlement spendlng will not be easy. Particularly in the case of health care, it
has become substantially more expensive for individuals with both public and private insurance to
purchase the same level of care.

And on a political level, cuts to entitlement programs are liable to be more noticeable to individual
voters than cuts to things like infrastructure spending. A 10 percent cut to Social Security or Medicare
benefits will surely draw the ire of voters. A 10 percent reduction in the amount allocated to bridge
repair, or in the amount of government-sponsored energy research, will affect individual citizens less
directly (even if they are perhaps ultimately more economically damaging: most of the academic
literature is supportive of high long-run returns to infrastructure and research and development
spending on private-sector productivity and economic growth).

Nevertheless, the declining level of trust-in government since the 1970s is a fairly close mirror for the
growth in spending on social insurance as a share of the gross domestic product and of overall
government expenditures. We may have gone from conceiving of government as an entity that builds
roads, dams and airports, provides shared services like schooling, policing and national parks, and
wages wars, into the world’s largest insurance broker.

Most of us don’t much care for our insurance broker.

A version of this article appears in print on 01/17/2013, on page A16 of the NewYork edition with the headline: Health Care Drives Increase in
Government Spending.

£
Economics, Politics, debt, defense, entitlements, G.D.P., government spending, health care,
infrastructure, insurance, Medicaid, Medicare, Social Security
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The promise of the Affordable Care Act is right there in its title: Affordable.Yet, anti-
poverty agencies across the country fear that even with the federal financial assistance
available under the law, health insurance will remain unaffordable for significant
numbers of low-income Americans.

"For those with very low wages trying to raise kids, after paying for housing, electricity,
food, transportation, and child care, asking people to pay another $50 or $100 a
month, that's just out of reach," said Sireesha Manne, a staff attorney at the New
Mexico Center on Law and Poverty (http://nmpovertylaw.org/).

The Affordable Care Act (ACA) is designed to make insurance affordable for
Americans with low and moderate incomes—particularly since it requires all Americans
to have health insurance starting this year, or face financial penalties. The law expands
Medicaid eligibility (in the states that have agreed to do so) to the poorest Americans—
those making up to 133% of the federal poverty line. But it also provides financial
assistance for those making up to 400% of the poverty level to help them buy private
insurance on the new state health exchanges.

Still, the financial help isn't enough for some. "Even with the subsidies, some people
simply won't be able to manage to pay their health insurance premiums consistently
with all the other costs facing them," said Janet Varon, executive director of the
Northwest Health Law Advocates (http://www.nohla.org/) in Seattle which works on
health access issues.

The authors of the ACA anticipated this problem. To address it, the law allows states to
create a separate insurance program, called the Basic Health Program, for people who
earn too much to qualify for Medicaid and too little to afford insurance on the state
exchanges, even with federal aid. Under such a plan, the federal government will give
the subsidies directly to the states, instead of to individuals and families. The states are
supposed to pool the money and then use the financial leverage to push insurers to
offer less expensive coverage.FINANCIAL LEVERAGE

A number of states, including New York and Washington, are eager to create such
programs, but they can't until the Obama administration issues the regulations that will
govern them. "We all thought we were going to be able to start in 2014 and then we
waited for the rules, and we waited and waited and waited," said Varon, who sits on a
state board that will develop Washington's Basic Health Program when the rules are

finally written. Some now fear states won't be able to launch the programs before 2016.

A COMPUTATIONAL LABYRINTH

For now, low-income Americans who aren't eligible for Medicaid must rely on the
financial help that is available to them on the health insurance exchanges.
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Uetermining how much that amounts to Is a computational labyrinth. According to the
R . . -obama-aca-20/index.html#uninsured)
ACA, a family of three whose annual income is at 133% of the federal poverty level (an
annual income of $24,352), should have to pay no more than 3% of their household
income in annual premiums, or $731. In that case, the federal government would pay

the insurance company the difference between $731 and the actual premium. I'm insured, what do I need to know?

(hitp://usatoday30.usatoday.com/exp/usat
-obama-aca-20/index.html#finsured)

The percentage an individual or family is expected to pay rises at higher income levels,
up to 400% of poverty. At that income level, paying up to 9.5% of household income on :
health insurance is considered affordable. So, a family of three making $73,240 would (http://usatoday30.usatoday.com/exp/usat

receive a subsidy to cover premium amounts above $6,958. -obama-aca-
20/index. html#insured)

People making between 133 and 250% of the poverty level also can get help with their
out-of-pocket medical expenses, such as co-payments for visits to the doctor, providing
they purchase at least a "Silver" plan on the exchange. The exchanges offer up to four
different tiers of health insurance plans: "Bronze," "Silver," "Gold" and "Platinum."

Bronze plans have the cheapest premiums, but leave policyholders with the highest co
-payments and deductibles. Platinum plans have the highest premiums but the lowest ——r
co-pays and deductibles. (http://usatoday30.usatoday.com/exp/usat

'm not insured, what do | il

kn!“-v
(htgp:ffusatodny 30 psatodav.comlexplusni
~uhamu-nen-200index. himl#uninsured)

-obama-aca-
Under the Silver plans, people making more than 250% of the poverty level can expect 20/index html#uninsured)

to contribute an average of 30% for their medical costs, with their insurance company

paying the rest. But those with incomes below 250% of the poverty level can get

federal assistance with their out-of-pocket expenses. At 133% of the poverty level, an

individual or family could contribute as little as 6% to the cost of their medical bills with USA NOW
the insurance company and the federal government picking up the rest.

Those cost-saving breaks, however, are only available for those selecting Silver plans,
apparently to entice people away from Bronze plans with their high deductibles and co-

pays.

DEFINING "AFFORDABLE"
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Awais Vaid, a certified counselor, right, helps Mandy Wyatt sign up for the Affordable Care Act at the Champaign
Urbana Public Health District in Champalgn, lIl,, on Oct. 1.(Photo: John Dixon, AP)

Despite all of this assistance, health insurance still may not be "affordable” for some.
Affordability, like beauty, is a matter of opinion. "What it means for something to be
affordable or not affordable is totally debatable," said Sherry Glied, dean of New York
University's Robert F. Wagner Graduate School of Public Service. "It isn't like there's a

fixed definition of affordability."
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Ihat's particularly true in the U.5., where the cost of living varies so strikingly. "vvhat's
poor in Mississippi is different from what's poor in New York state," said Elisabeth
Benjamin, an executive with the Community Service Society of New York
(http:/iwww.cssny.org/). "People have so little disposable income in New York City and
other urban areas, but the law doesn't do geographic indexing.”

Using cost of living data on the Albuquerque area from the Economic Policy Institute,
Kelsey Heilman, a former staff attorney with the New Mexico Center on Law and
Poverty, showed that a single mother of two making 200% of the poverty level would
have virtually no money left for health care premiums or health care expenses after
paying for housing, food, transportation and other necessities. That mother, Heilman
said, might decide to go with the cheaper Bronze plan, but then she would forgo the
cost-sharing help the federal government makes available for Silver plan policyholders.
As a result, she might pay as much as 40% of her medical expenses out of pocket,
instead of the 13% she would have to pay with a Silver plan. That difference could
amount to more than $3,000 a year.

Those who decide to forgo insurance can ask for hardship exemptions from the
financial penalty. But getting medical care is likely to become increasingly difficult for
them because the federal government is cutting its payments to hospitals that provide
charitable care to the poor.

Other possible solutions to the affordability problem have also surfaced.
Massachusetts, which enacted its own health care reforms in 2006, won federal
permission to use Medicaid dollars to provide premium and cost-sharing assistance for
those with incomes below 300% of the poverty level who purchased private insurance
on the Massachusetts exchange. Other states could apply for permission to do the
same, but it is a months-long process.

States also might seek to raise eligibility for Medicaid above the 133% threshold.
Manne, with the New Mexico Center on Law and Poverty, said some businesses and
hospitals have talked about voluntarily undertaking sponsorships to help those unable
to pay premiums or meet out-of-pocket obligations.

But, Manne said, broad relief seems months away, if not longer. In the meantime, she
predicts that policymakers will be hearing about legions of Americans who still can't
afford health care—no matter the title of the Affordable Care Act.

Stateline (http.//nww.pewstates.ora/projects/stateline) is a nonpartisan, nonprofit news
service of the Pew Charitable Trusts that provides daily reporting and analysis on
trends in state policy.
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Latest NSA surveillance program exposed
Daily News Article - March 19, 2014

(by Barton Gellman and Ashkan Soltani, The Washington Post) - The National Security Agency (NSA) has built a
surveillance system capable of recording “100 percent” of a foreign country’s telephone calls, enabling the agency to
rewind and review conversations as long as a month after they take place, according to people with direct knowledge

of the effort and documents supplied by former contractor Edward Snowden.

A senior manager for the program compares it to a time machine — one that can replay the voices from any call
without requiring that a person be identified in advance for surveillance.

The voice interception program, called MYSTIC, :
began in 2009. Its RETRO tool, short for L._,#\

“retrospective retrieval,” and related projects reached

:,,__

(UIFQUD). MYSTIC

full capacity against the first target nation in 2011,
Planning documents two years later anticipated

similar operations elsewhere.

In the initial deployment, collection systems are

recording “every single” conversation nationwide,

storing billions of them in a 30-day rolling buffer that This is a cover slide from a weekly briefing deck by the NSA’s Special

clears the oldest calls as new ones arrive, according to Source Operations team, which is responsible for deploying and

a classified summary. maintaining bulk collection methods.

The call buffer opens a door “into the past,” the
summary says, enabling users to “retrieve audio of interest that was not tasked at the time of the original call.”
Analysts listen to only a fraction of 1 percent of the calls, but the absolute numbers are high. Each month, they send

millions of voice clippings, or “cuts,” for processing and long-term storage.

At the request of U.S. officials, The Washington Post is withholding details that could be used to identify the country

where the system is being employed or other countries where its use was envisioned.

No other NSA program disclosed to date has swallowed a nation’s telephone network whole. Outside experts have
sometimes described that prospect as disquieting but remote, with notable implications for a growing debate over the

NSA’s practice of “bulk collection” abroad.

Bulk methods capture massive data flows “without the use of discriminants,” as President Obama put it in January.
By design, they vacuum up all the data they touch — meaning that most of the conversations collected by RETRO

would be irrelevant to U.S. national security interests.
In the view of U.S. officials, however, the capability is highly valuable.

In a statement, Caitlin Hayden, spokeswoman for the National Security Council, declined to comment on “specific

alleged intelligence activities.” Speaking generally, she said “new or emerging threats” are “often hidden within the

hitn /gy cdndentmewedailv nnm/dzilv-new.q-article/latest-nsa-surveillance—orogram—exno... 3/19/2014
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large and complex system of modern global communications, and the United States must consequently collect signals

intelligence in bulk in certain circumstances in order to identify these threats.”

NSA spokeswoman Vanee Vines, in an e-mailed statement, said that “continuous and selective reporting of specific
techniques and tools used for legitimate U.S. foreign intelligence activities is highly detrimental to the national

security of the United States and of our allies, and places at risk those we are sworn to protect.”

Some of the documents provided by Snowden suggest that high-volume eavesdropping may soon be extended to
other countries, if it has not been already. The RETRO tool was built three years ago as a “unique one-off capability,”
but last year’s secret intelligence budget named five more countries for which the MYSTIC program provides

“comprehensive metadata access and content,” with a sixth expected to be in place by last October. ...

Ubiquitous [widespread] voice surveillance, even overseas, pulls in a great deal of content from Americans who
telephone, visit and work in the target country. It may also be seen as inconsistent with Obama’s Jan. 17 pledge “that
the United States is not spying on ordinary people who don’t threaten our national security,” regardless of nationality,

“and that we take their privacy concerns into account.”

In a presidential policy directive, Obama instructed the NSA and other agencies that bulk acquisition may be used
only to gather intelligence on one of six specified threats, including nuclear proliferation and terrorism. The directive,
however, also noted that limits on bulk collection “do not apply to signals intelligence data that is temporarily

acquired to facilitate targeted collection.” .....

Christopher Soghoian, the principal technologist for the American Civil Liberties Union, said history suggests that

“over the next couple of years they will expand to more countries, retain data longer and expand the secondary uses.”

Spokesmen for the NSA and the Office of Director of National Intelligence James R. Clapper Jr. declined to confirm

or deny expansion plans or discuss the criteria for any change.

Based on RETRO’s internal reviews, the NSA has strong motive to [use] it elsewhere. In the documents and
interviews, U.S. officials said RETRO is uniquely valuable when an analyst first uncovers a new name or telephone

number of interest.

With up to 30 days of recorded conversations in hand, the NSA can pull an instant history of the subject’s
movements, associates and plans, Some other U.S. intelligence agencies also have access to RETRO.

Highly classified briefings cite examples in which the tool offered high-stakes intelligence that would not have existed
under traditional surveillance programs in which subjects were identified for targeting in advance. Unlike most of the
government’s public claims about the value of controversial programs, the briefings supply names, dates, locations

and fragments of intercepted calls in convincing detail.

Present and former U.S. officials, speaking on the condition of anonymity to provide context for a classified
program, acknowledged that large numbers of conversations involving Americans would be gathered from the

country where RETRO operates.

The NSA does not attempt to filter out their calls, defining them as communications “acquired incidentally as a result

of collection directed against appropriate foreign intelligence targets.”

Until about 20 years ago, such incidental collection was unusual unless an American was communicating directly
with a foreign intelligence target. In bulk collection systems, which are exponentially more capable than the ones in
use throughout the Cold War, calls and other data from U.S. citizens and permanent residents are regularly ingested

by the millions. Under the NSA’s internal “minimization rules,” those intercepted communications “may be retained

httn'/~Asrarar etidentnewsdailv com/dailv-news-article/latest-nca-anrveillance-nraotram-exna /197014
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and processed” and included in intelligence reports. The agency generally removes the names of U.S. callers, but there

are several broadly worded exceptions.

An independent group tasked by the White House to review U.S. surveillance policies recommended that incidentally
collected U.S. calls and e-mails — including those obtained overseas — should nearly always “be purged upon

detection.” Obama did not accept that recommendation.
NSA spokeswoman Vines, in her statement, said the NSA’s work is “strictly conducted under the rule of law.”

RETRO and MYSTIC are carried out under Executive Order 12333, the traditional grant of presidential authority to

intelligence agencies for operations outside the United States.

Since August, Sen. Dianne Feinstein (D-Calif.), the chairman of the Senate Intelligence Committee, and others
on that panel have been working on plans to assert a greater oversight role for intelligence gathering abroad. Some

legislators are now considering whether Congress should also draft new laws to govern those operations.

Experts say there is not much legislation that governs overseas intelligence work. “Much of the U.S. government’s
intelligence collection is not regulated by any statute passed by Congress,” said Timothy H. Edgar, the former
director of privacy and civil liberties on Obama’s national security staff. “There’s a lot of focus on the Foreign
Intelligence Surveillance Act, which is understandable, but that’s only a slice of what the intelligence community

does.”

All surveillance must be properly authorized for a legitimate intelligence purpose, he said, but that “still leaves a gap

for activities that otherwise basically aren’t regulated by law because they’re not covered by FISA.”

Beginning in 2007, Congress loosened 40-year-old restrictions on domestic surveillance because so much foreign
data crossed U.S. territory. There were no comparable changes to protect the privacy of U.S. citizens and residents

whose calls and e-mails now routinely cross international borders.

Vines noted that the NSA’s job is to “identify threats within the large and complex system of modern global

communications,” where ordinary people share fiber-optic cables with legitimate intelligence targets.

For Peter Swire, a member of the president’s review group, the fact that Americans and foreigners use the same

devices, software and networks calls for greater care to safeguard Americans’ privacy.

“It’s important to have institutional protections so that advanced capabilities used overseas don’t get turned against

our democracy at home,” he said.
Soltani is an independent security researcher and consultant. Julie Tate contributed to this report.

Reprinted here for educational purposes only. May not be reproduced on other websites without

permission from The Washington Post.
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