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In recent years, scholarship on the American wel&ate has increasingly focused on
what some have called the “private welfare stategmployer-provided benefits and
individual self-servicing that are subsidized thgbuhe tax codé. This work has opened
our eyes to the complex mix of public and privatean that constitute the American
approach to social welfare. There is, howevertlaronvay in which public and private
action is entwined. Even in seemingly “public” md@rograms, private actors often play
a critical role in the delivery of benefits and\sees, and even in the administration of
programs themselves. In the case of Medicaren&tance, responsibility for
administering the program has always been largetie hands of private insurers and
other non-governmental entities, overseen by orgiyall number of federal civil
servants. Similarly, in most states, managed foans have most of the responsibility
for delivering Medicaid benefits. And since théd&9velfare reform, a number of
localities and one state government have contramethe administration of their
welfare programs to for-profit firms. As these ewdes show, by looking closely at the
actual governance of the welfare state, we cathsg¢enuch responsibility for social
provision is delegated from federal authoritiestite and local ones, and from public
authorities to the private sector.

How extensive are these arrangements, and doedtiemvhether programs are
administered by public or private agencies? Thysgp addresses these questions,
developing the concept of delegated governancepmgphe different forms this has
taken over time and in different policy areas, praiding a comparative perspective on

the phenomenon. As this paper will show, the USoisalone in relying on private actors

! This paper is chapter two of a book manuscriprogressThe Delegated Welfare State: Medicare,
Markets, and the Governance of Social Po(ioxford University Press).



in the delivery of social programs, but is distinetin the degree to which it does so and
its enthusiasm for profit-making welfare provideighe US also is almost alone among
OECD countries in its reliance upon for-profit fsrm publicly-funded health insurance
programs. The nature of delegated governancesitd® has varied over time: in its
earliest phases the emphasis was on delegatingm&bpities to non-profit organizations
and trusted professionals, both of which were viba® public-regarding in their
motives. Since the 1980s, however, there has d@aticy shift towards encouraging
for-profit actors, market competition in social ¥eee provision, and consumer choice.
Along with this has come a change in the locusazigsion-making and risk. Whereas
previously, governments made decisions about cctiicapout and bore risk for cost
overruns, more recent forms of delegated governpuatdecision-making responsibility
on individuals and shift risk from government t@fitrmaking firms and individual
consumers.

The paper also surveys some of the implicatiordetédgated governance. The
way programs are actually administered is no meghrtical factor, but affects the real-
world functioning and effectiveness of social peogs, their redistributive effects, and
their political consequences (or “policy feedbagksThis paper offers no definitive
statements about these issues — these complexamsesill be treated in a book-length
monograph, currently in preparation — but offersaerview of some of the main issues
that arise when we think about the governanceefwblfare state. In addition, for
academics less concerned with the nitty-grittyafial policy regimes, delegated
governance has importance for how we conceptutiiz@ature of the American state —

an issue that has received growing attention iaregears. We argue that scholars need



to get away from abstract conceptualization of ‘4tete” and look more concretely both
at whatstates actually do and hdhey do it. Being attentive to different forms of
governance and their consequences for effectivenedistribution, and accountability

will help us to better grasp the real-world mearohgtate action.

Conceptualizing the Delegated Welfare State
Delegated governance is the delegation of respiibsiior publicly-funded social
welfare provision to non-state actors. Rather $&trup bureaucratic agencies to directly
achieve a particular set of objectives, such dsiloliging benefits or providing public
services, collective goals are realized throughate entities that may be profit-making
or non-profit organizations. The government releme of financing, regulation, and
oversight, but not direct provision. By contrasta situation of direct governance,
government agencies directly provide benefits orices. Some examples of direct
governance include Social Security, which is adstéred by a federal agency, the VA
health care system — a domestic example of “saedlmedicine” (Stevens 1991) — and,
at the local level, public schools.

Why do we use the term “delegated governance”@leé@ation” is employed to
highlight the deliberate act that is involved isigaing responsibility for social welfare
to non-state actors. This is not something thmapki evolves in the private sector;
rather, a decision is taken to shift the provisiba social welfare benefit or service to
the private realm (Savas 2000). The term also grawt of the legal “non-delegation
doctrine” that limits the ability of Congress tdelgate its lawmaking power to other

public or private entities (Sunstein 2000). Altgbwften invoked around the delegation



of power to executive agencies, some courts hapesed greater scrutiny on the
delegation of governing authority to private actwtsse self-interest may conflict with
public objectives (Stevenson 2003). In practiaayéver, delegation has occurred with
great frequency, leading some scholars to condhatethe non-delegation doctrine is not
an effective way to limit the granting of authorttyprivate actors (Freeman 2000; but
see Stevenson 2003 for a contrary view). RegadiEs/here one stands on the legal
guestion, the non-delegation doctrine embodiemdagi notion to that which we'’re
studying —the shifting of public responsibiliti@sriion-state actors.

The term “governance” has many uses and thugedgores some explication.
Governance has become a trendy term in the schdlarature on public administration,
yet it has many meanings (Frederickson 2005). sbare scholars, the word
“governance” conveys the idea that governing pas/eot confined to public authorities
but is often exercised through private firms, intgional organizations, and other non-
state entities. Scholars writing from this pers$pecoften emphasize the decline of
hierarchical, command-and-control governing refatops, and their replacement by
networks and other forms of horizontal relationshiidewman 2004; Pierre and Peters
2005; Frederickson 2005, p. 285). However, otheesgovernance in a narrower and
more traditional sense — the act of governing -ctvieaves the site and nature of this
governing to be specified, e.g. public sector gnaece, corporate governance,
networked governance, etc. We would like to reclthe original use of the term, which
can then be qualified and made more precise. R#thr assume governance involves

diffused authority, extensive private involvemeartd negotiated contracts, we assume



only that governance involves governing and thearrere whether and how this
governing takes place.

Why not simply describe delegated governancelar gcholars frequently have,
as “privatization” or “contracting out”? There aeveral reasons why we think
delegated governance is an improvement on theséetwis. Privatization has been used
to describe quite distinct phenomenon, ranging fteencomplete shedding of state
responsibility for social provision, the sellingroff state-owned enterprises, or the
contracting out of the provision of public servi¢g®lderie 1986; Starr 1989; Seidenstat
1999). Given these disparate meanings, we findtfieaconcept has been stretched to the
point that it tends to obscure the object of sttatiier than clarify it. In addition,
privatization connotes the withdrawal of publicpessibility in a particular area, such as
complete load-shedding by public authorities. Thare aptly describes phenomena
such as the sale of state-owned enterprises, isitdacapture that which most
commonly occurs in countries such as the US —rttegtivining of public and private
responsibility. Moreover, administering public grams through private actors often
entails substantial government involvement throfilggancing, oversight, and regulation,
contrary to what the term “privatization” implieginally, privatization has acquired
ideological connotations related to the free-markevement that emerged in the 1970s
and 1980s in many Western countries (Starr 1988a<$52000). This renders the term
less useful to describe the larger phenomenonlefdted governance, which predates

the market reform movement and lacked that ideolgirientation.



A term that is closer to that of “delegated goasce” is the idea of “contracting
out” — contracting with private providers to deliviblic benefits or servicés Although
this more accurately captures the phenomenon efast to us, and we use it at times, we
still believe that delegated governance adds sangeth the existing social policy
lexicon. In the arena of social provision, the gawnent is doing more than simply
contracting out service provision, as a municigatlegnment might do for garbage
collection, or the Defense Department might ddhe procurement of weaponry. When
responsibility for administering social welfare grams is contracted out, this effectively
shifts power and authority over the lives of pragraeneficiaries from the state to non-
state actors. Governance, and governing, is uiéimabout power: the ability to make
people do what they otherwise might not be abli@edimed to do. Delegating
governance is about moving this power from puldiptivate actors. Thus, although
contracting out may technically describe the pcagtit fails to convey the wider
implications of it the way delegated governancesdoe

We see delegated governance as a subset of apdagygomenon in the United
States — the reliance upon non-state actors tagedur collective welfare. By now, this
phenomenon is well known: in the 1980s, scholagabenoting that private firms bear
much of the responsibility for social welfare praien in the United States through
employee benefits systems (Rein and Rainwater 19@¥ens 1988; Esping-Andersen
1990). This “hidden welfare state” is subsidizgddntures of the tax code, as is
individual self-servicing in private markets fomang other things, housing (mortgage

interest deduction), child care (dependent caretedit), and health care (tax break for

2 still other terms include “purchase-of-service’efone and Gilbelman 1989) and “public-private
partnerships” (Rosenau 2000).



medical expenditures) (Howard 1997; 2007). In nrerent years, scholars have more
fully explored the origins and evolution of the fiakprivate divide in social welfare,
focusing on employer-provided pensions and healtbrance benefits (Hacker 2002;
Klein 2003). More recent research has examinedyhtem of subsidies via
government-sponsored enterprises (e.g. Freddiea¥i8allie Mae) and tax credits to the
provision of higher education and housing (Met#@07; Conley and Gifford 2006).

The result is what might be called, adapting entdeveloped by Elisabeth
Clemens, the “Rube Goldberg” welfare state. Irking more broadly at the American
state, Clemens (2006) argues that it functionsliesshe Weberian ideal-type found in
Western Europe and more like one of the complexhmas dreamed up by Rube
Goldberg. Thus, instead of directly exerting autiggdhrough centralized, hierarchically
organized public bureaucracies, the American $tasefrequently relied upon non-
governmental actors to achieve its objectives.s Dhirs the boundaries between public
and private while obfuscating lines of authoritglatcountability. The same is clearly
true of the American welfare state, as evidencethbyabove-mentioned means by which
social policy objectives are attained. Tax expemds, government-sponsored
enterprises, tax-subsidized employer-provided benefall involve indirect
governmental involvement to secure social welfamesa

We view delegated governance as one subset drttbe Goldberg welfare state
that has been neglected thus far by students adlgmalicy. One reason for the research
lacuna is that, in general, political scientistsdt¢o end their analysis with the passage of
policy, paying only limited attention to the waywhich programs are actually

implemented and administered. On the other hathlars of public administration



have been highly attentive to program administratiod have long been charting the
development of what they have called “third patygnment,” “government by proxy,”
or “the hollow state.” (Salamon 1981, Kettl 1988jrBon 1996; Dilulio 2003). These
scholars have not looked specifically at redistnaipolitics, however, and many have
been less concerned with analyzing the politicdedégating governance than with

probing its implications.

What Does the Delegated Welfare State Look Like?
In Table 1, we have categorized programs into atep@ that reflects both the degree of
delegation in various arenas and the spread ofjdidd forms of governance over time.
Some programs have always had delegated elemanksas Medicare, which since its
inception in 1965 has delegated administratioméorton-profit Blue Cross/Blue Shield
system and the actual delivery of health care iafe-sector doctors and hospitals (as
opposed to say the Veterans Health Administratibitivhas its own system of hospitals
and salaried physicians). A second category ajnaras includes those to which
delegated elements have been added over time:rejediacial services, the JOBS
program, child support enforcement, and Medicgme¢gically the use of HMOSs).
These are programs that began with traditional gowent provision (although
Medicaid, like Medicare, always used private dogt@md hospitals), but that have
delegated administration and/or service delivergrieate actors increasingly over time.

The third category consists of programs that haenlcharacterized by delegated

% There has, however, been some important work @mdle of non-profit organizations in deliveringcid
welfare services (e.g. Kramer 1981; Smith and Lypgk%93; Salamon 1995), including an important book
by historian Andrew Morris (2008). Much of thissearch focuses on the consequences of contraating o
service provision to non-profits, but Morris exmerthe origins, evolution, and political dynamiosuad

this process.



governance from the outset: Medicare Advantagd,Pdrug plans, Section 8 housing
vouchers, school vouchers, and private prisongnpbeally, these programs tended to
come later than the other programs as policymdkavre increasingly embraced

delegation as a mode of governance.

Program administration and service delivery

A quick glance at the first two rows of Table 1eals how heterogeneous delegated
governance is in practice. We differentiate betwg®gram administration and service
delivery and find that different entities do eadhh@se functions for different programs,
and for a given program different entities may perf each function. We also find that
for-profits are more common in service deliveryrtia program administration, and are
more common for both service delivery and admiat&in among the programs that are
created later and that have always been delegated.

Hence we have non-profits administering Medicarefave, and social services,
government administering housing vouchers, andxaofngovernment and private actors
administering the small number of extant schoolohau program$. For-profits
administer Medicaid HMOs, Medicare Advantage, andape prisons. Service delivery
is performed in some cases by a mix of governnremnt;profits and for-profits (as in
social services and JOBS programs), but mostly morent stays out of service delivery
in the other areas, delegating responsibility eitbgrivate providers (as with Medicare,
housing and school vouchers) or to for-profit fir(akild-support services, Medicaid

HMOs, Medicare Advantage, Part D plans, and pripaisons).

* There have been publicly-funded voucher progranshandful of cities and states since the eard0$9
as well as several privately-funded voucher iritig. Selection into either is typically by lotter



There are two main points to take away, besidespaneciation for the
complexity of these arrangements. The first i$ thare has been a movement toward
for-profit providers over time, both because oldeyxgrams, whose benefits were
originally provided by government or non-profitsg mow using for-profits, and because
newer programs have utilized for-profits from theset. The second is that for-profits
are particularly common in service delivery, withplications for the quality of
provision. Compared to government and non-pragbitsfit-making entities may have
more incentives to meet consumer demand, but tiseyface incentives for cost-cutting

and cream-skimming (serving only the “easiest” dréapest”’ customers).

Locus of decision making

An important aspect of delegated governance ifoities of decision-making: who makes
the decision to engage a certain provider, the orent or the beneficiary? In several
of the programs, government contracts with a pravidrhe government solicits bids,
prospective providers compete to gain the conteat,government selects a contractor,
with that decision in place until the next contnagtperiod. This is the pattern we see in
Medicare administration, the JOBS program, chilppgut enforcement, Medicaid HMOs
and private prisons. This differs from programsvimch individuals, typically holding
vouchers for services, select a provider on them.dndividual clients select their own
Medicare Advantage and Part D plans, their owntapart under Section 8, their own
private school under the education voucher progrémes own doctor and hospital

under traditional fee-for-service (FFS) Medicanm] aometimes their own social services
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providers> Traditional FFS Medicare differs from a true vbecprogram, however, in
that there is no fixed subsidy within which indivals have to work: they choose a
physician, and the physician is reimbursed as nasdhe government is willing (Savas
1982). Risk then is borne by the physician. kartiore recent “consumer choice”
variants of public programs, individuals have a&éixamount to spend and will bear the
consequences for poor choices.

Individual choice of provider is more common am@nggrams that come later,
when the concept of delegated governance was atlopiee broadly. Moreover,
shifting the decision-making locus from governmienindividuals has consequences for
the nature, quality, and comprehensiveness ofnmition brought to the decision-
making process. On the one hand, when governnheaises a service provider, clients
are stuck with that provider, which may not beheit liking. But in theory the
government choice is a considered one, with muth @ad important, relevant criteria
brought to bear. With individual choice, benefi@a may be pleased with their
autonomy, but they may be paralyzed by too muclcehar fail to bring the most salient
considerations to bear. For example, Americangsiihehoice of physician, but studies
show that individuals tend to ask friends for recoendations rather than consult experts
or use objective data, and that they tend to userierlike bedside manner rather than
actual health outcomes (Frank 2004). Individuaicd has its downsides as well as its

appeal.

® By FFS Medicare, we mean the program in its oabjincarnation, which had beneficiaries choose a
provider that was then reimbursed on a fee-foriservasis. This contrasts with the use of private
managed care firms to deliver Medicare benefitthag do not pay on a FFS basis, but instead receiv
capitated payments and then negotiate with progideer reimbursement, and try to “manage” benefjcia
care so as to hold down utilization and cost.
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Risk bearing and service denial

Some of the ramifications of individual choice bewapparent when we consider who
bears risk under these various governance scerart®/hether services can be denied
due to the nature of the providers allowed in gacigram. In most of the “older”
programs, the government ultimately bears the irsmisk of provision — if services

cost more than projected, the government absogbsast. Contrast that with the newer
programs, in which the provider bears market risktedicaid or Medicare Advantage
capitated plans fail to deliver care under the letidigey are allotted for each patient, they
must absorb the cost. Similarly, private prisonstmun their facilities under the
contracted budget from the state or their profitgimawill suffer. Private landlords and
private schools bear the risks of taking in Sec8ar education voucher holdérs.

In the most recently-developed forms of delegat@eeghance, individual clients
bear risk. These programs offer their clients capbut they also impose upon the clients
the risks of poor choices. If a prescription dtiigt a senior citizen needs is not covered
by the Part D plan they chose, or if their plan @®gs unanticipated costs, that person has
to remain in the plan until the annual open enrefttrperiod rolls around at the end of
the year. Individuals must similarly bear the sigi poor choice of Medicare Advantage
plan, apartment, or private school.

Services also can be denied under delegated gowernd@octors can refuse to
take Medicare patients (few do, but more threadezvery time reimbursement levels are

cut). Private landlords and schools can refusekeuholders. Under Medicare HMOs,

® Originally, landlords who took one Section 8 voecholder were mandated by law to accept all others
who came along, and there was an “endless leasgision that prohibited the termination of a leasth

a Section 8 client except for good cause. Thasks'tto landlords limited the supply of housingdaboth
were eliminated in 1998 legislation (Schussheim300
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Medicare Advantage, and Part D drug plans, cdmanaged” and channeled in the
most cost effective way for the provider, which niieyexperienced as service denial by
patients who wish to get a test or see a specalist get a brand name rather than a

generic drug but are prohibited from doing so.

A Cross-National Perspective on Delegated Governaac
How unique is the governance of the American welttate when viewed in cross-
national perspective? The US is not alone in lgiRube Golbergesque” arrangements
for the delivery of social programs. The Webeidgal-type of bureaucratic governance
is just that — an ideal-type that is frequentlylaied in practice by the concrete practices
of social welfare regimes across the advanced tndlised world. In many countries,
we find complex mixes of public and private so@edvision and blurring of boundaries
between these two sectors. Although that has beeg the case, it has become more so
with the adoption of marketizing reforms in somemiies since the 1980s, which have
further broken down state monopolies in healthcatlan, and welfare; increased the
role of private actors in the delivery of sociabgrams; and promoted consumer choice
in social welfare markets.

At the same time, however, it is important nokoge sight of the ways in which
the US has been, and remains, distinctive. Althaugumber of European countries
long relied on voluntary associations to delivecigbprograms, these entities were often
highly coordinated and served essentially as sgapendages. In the US, the voluntary
sector has always been less structured, more datieadl, and thus less supervised than

that in Western Europe. Although marketizing referand other forces have challenged
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voluntary association monopolies in Western Eurtipe same tendencies have done
even more to fracture the sector of social welfamiders in the US. In addition, the
US remains distinctive in the extent of its relianpon private actors. Although
completely satisfying cross-national data on tloispis lacking, it appears that the US
has relied more on non-state actors to deliveaspcograms than other advanced
industrialized countries. That is particularly tteese in the health care arena, where the
US is almost alone in the degree to which it hdsg#ted governance to non-state — and

particularly for-profit — actors.

Delegated Welfare States Abroad

In the popular press, European welfare statesfegr lmmped together and tagged as
state-run socialism. In fact, direct governanceasfial programs — in which the state not
only funds but also directly provides social betsefind services — is most
comprehensively found in the Scandinavian countuidgere social benefits and services
are funded through general taxation and providepubjic bureaucracies (although
reforms in recent years have changed aspectsspfsine below). For example, day care
centers are largely publicly-run, and these coestiong had integrated health care
systems in which government not only funds headite but also provides it.A number

of other countries, including the UK, New ZealaAdstralia, and a number of the
Southern European countries, also created intejletalth systems — often called

national health services — in which public authesidominate the delivery of care

" Norway has long been exceptional, as the non4mefitor has long played a significant role in\dsing
social welfare services, such as child care. ledm, municipalities are responsible for nursingnée
and home care, and while some directly provide titlsers contract with private providers (Bergmark
2008, 243). How widespread is this? Some alse Inated that Swedish day care has become more
private, with more centers being run by parentapevatives and non-profits.
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(Docteur and Oxley 2004).In the original incarnation of these systemsiviiaials

could not even choose their physician or hospitedy would use that which was locally
available to them (much as the Veterans Adminisinatealth care system works in the
United States). In these countries, however, tistte provision of social services did
not extend to most other areas of social welfarachveffectively left these
responsibilities to families and voluntary orgamizas. One important exception was the
British public housing system, which in additionb®ing quite extensive was directly
administered by local authorities (Pawson 2006)m&y and secondary school
education also has been, much like in the US, plyigtirovided.

In much of continental Europe, non-state actokehang played a vital role in
the administration of health, education, and welfamograms. In countries such as
Germany and the Netherlands, non-profit welfare@asions have long been the
preeminent providers of educational and socialavelprograms (Gidron, Salamon and
Kramer 1992). In the Netherlands, for instancep@@ent of primary and secondary
school students are in publicly-funded, privatelg schools (Dekker 2004). Moreover,
the “Bismarckian” welfare state model found in ctrigs such as Austria, Belgium,
France, Germany, and the Netherlands, employs tabaissurance funds to distribute
benefits such as pensions, health insurance, amty/fallowances. In Germany, there
are hundreds of non-profit sickness insurance ftinalisare governed by representatives
of business and labor and provide coverage toSathilarly, in France, people receive

their health coverage through private health inscegunds that collect payroll taxes and

8 In these systems many health care personnel atiesector employees, although some may be private
contractors receiving public funds. The hospitdtsr is largely public.
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pay providers, and family allowances are distriduteough non-state entities — family
allowance funds.

In these countries, as well as in Canada, the matizealth service model was
rejected in favor of a system of publicly-fundedurance coverage and privately-
delivered care. Thus, medical facilities are largeivately-run and physicians are not
salaried public employees as they would be in mnal health service, although
hospitals may be publicly-run. Individuals chodiseir own health care provider that is
then reimbursed by the insurance fund. Each cygutiffiers in its public-private mix,
however; France, for instance, has both an extenpivlic hospital system as well as
the largest private hospital sector in Europe (@u007, p. 23). France also has a large
sector of private, supplemental health insuranaedavers gaps in public insurance
plans, and in Germany, formally private insurangedf serve higher-income clientele.
In short, in continental Europe, the governancsoaial programs has long been
distributed across a wide array of state and nate stctors.

Even so, the delegation of governance in the Amaangelfare state does differ
from that found in other countries. In continerakrope, the non-state welfare and
educational sector has been more centralized amct@ted that that found in the US, and
these states have exerted considerable influereetioese groups. Thus, non-profit
welfare associations in Germany have long been reesvdf centralized peak
associations that are have been described as idnatequivalents of public sector
institutions” (Zimmer 1999) or a “branch of goverant” (Bauer 1990). The same has
been true of Dutch non-profit social service prevg] which originally were independent

of the state but gradually became “quasi-publidites in the post-World War Two
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period (Brenton 1982, p. 68). Similarly, the sbaisurance funds are semi-public
entities whose actions have been increasingly stitgestate constraints, such as global
budget caps in health care (Altenstetter 2003) wllde discussed later in the paper, the
system of delegated governance to non-profitseni8 is considerably more
decentralized, which undercuts the coherence a¢ywiterventions.

Perhaps a closer parallel to the US is the adoptionarket-based reforms in
many OECD countries since the 1980s, which altdredjovernance of some social
programs by increasing the role of non-state (dtehdor-profit) actors in service
delivery (Blomqvist 2004; Gilbert 2004). Probalte most-publicized reforms along
these lines were in the UK under conservative gowents. For instance, starting in the
1980s, public housing was sold to tenants andehmining system was converted from
a largely state-run affair to one in which non-grbbusing associations play a growing
role (Pawson 2006). The long-term care sectdneniK also has been significantly
transformed, with a significant increase in thesrol for-profit care providers. For
instance, private institutions account for 88 petad users of residential facilities are in
private institutions, and in home care, 31 peroémiare hours were provided by public
providers in 2004, compared to 95 percent in 1#98/¢lini and Ranci, p. 254).

In a number of European countries, the sectorsitd care and old-age care have
been shaped by shifting mixed of government, naripand for-profit providers and a
growing emphasis on consumer choice and vouchergypport. In Germany, the long-
term care insurance program created in 1994 alldaregrofit providers into the system,
and for-profits make up about half of long-termecproviders (Pavolini and Ranci 2008,

254) — a clear departure from the past practiairetting subsidies to the dominant
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voluntary organizations. In France, rather thamtionie developing expensive,
municipally-run child care centers, successive gavents have subsidized parents who
purchase care (and other domestic services) ondivai. In 2006, the Netherlands
converted its child care subsidy system into oaé timburses parents through the tax
code for the care they purchase care in privat&etsr

Perhaps more startling are the reforms that hdsentplace in Sweden, where
there was always a strong commitment to direcegiatvision of services in order to
assure equal access to high-quality programs.e3he1980s, however, the role of non-
state (and often for-profit) actors has been augeakeim health care, old-age care, child
care, and education. The public school systenblas converted to a voucher system,
allowing private schools to receive public fundsl @ampete for pupils, and old age care
has been transformed from an almost entirely sipggated sector to one in which for-
profits play a significant role in running residahfacilities and home care services
(Blomgvist 2004, Klitgaard 2007). The child caez®r also has been altered somewhat
since the 1990s, as private providers now accaurdldout 20 percent of centers, most of
these being parental cooperatives or other nont@sgociations. Finally, since 2003
when a “radical” reform to the pension system wadly implemented, a portion of an
individual's pension contributions goes into aniwdual investment account, with
individuals able to choose between a large arrdyrads (Anderson and Immergut 2007).

How pervasive are these new governance arrangetditits lack of comparable
data precludes a definitive answer to that quesbahexisting sources lead us to
conclude that in many countries these practices baen rather limited. Figure one

shows one way to capture public spending thataschled through private actors: social
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transfers in kind via market producers. Unfortehgtcountries such as the US, UK, and
Canada, which are especially likely to use formdalégated governance, fail to report
this measure in their national accounts. In thentes that do report this data, however,
social spending through private actors is dwarfetbbal spending. For example, despite
the many changes that have taken place in the ganee of Swedish education and
social welfare programs, relative to total socgreding, figure one shows that the
degree of spending through private actors remamseld: less than two percent of GDP
compared to 31 percent of GDP spent on all soca@nams. This picture of limited
reliance on non-state actors is born out in otlaga:dn the voucherized school system,
for instance, only 5 percent of primary and 6 petag secondary school students in 202
were in private schools. In the case of Swedislg{@rm care, in 2004 about 13 percent
of institutional long-term care and home healtreaarprovided by for-profits — a
significant increase from only ten years ago wheme were virtually no for-profits
operating in this area, but still a small perceatéi@avolini and Ranci p. 254).

In addition, although there have been some shftee governance of the welfare
regimes in nearly all countries, in most placey t@me nowhere near the kinds of
reforms that took place in the UK. Neo-liberalamh movements have held much less
sway in continental Europe (Prasad 2006), and@ahlysminimally altered the
governance of welfare regimes in Austria, Belgitimance, Germany, or Italy, for
instance. In many countries, the nature and roleeovoluntary sector has changed, but
this is not necessarily due to a drive towards mt@ktion rooted in neo-liberalism. In
France, for instance, a leftist critique of bur@aoyg spurred the drive to decentralize

governance from Paris to regional and local govemis) and to augment the role of the
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non-profit sector (Schmidt 1990; Ullman 1999).@armany, there also have been
changes in the nature of the German voluntary sdutib not due to marketizing reforms.
Instead, new organizations have successfully angdle the privileged status of the
traditional voluntary groups, thus opening up eduatling opportunities for these
challengers and rendering the voluntary sector mhmlistic (Zimmer 1999, 43-4;

Bode 2006).

In sum, when one digs into how government prograresactually delivered, one
can discover a wealth of on-going changes thatraditt expectations we might have of
“frozen” welfare regimes unable to retrench or moydowever, outside of the UK, there
is little evidence of deep reforms in recent yehet change the basic architecture of
social welfare systems along the lines of the U8l@hof not just delegated, but highly

decentralized, governance.

The Lack of Market-Based Reforms in Health Care

Another notable observation that emerges from gpawative perspective on governance
is the lack of marketizing or privatizing refornmsthe health care arena. Instead, the
rhetoric surrounding privatization and marketizataf health care generally exceeds the
realities of what has taken place, as few countrea® enacted (and stuck with) reforms
that significantly increase the role of privateaastin this arena (Morone 2000; Hacker
2004). In some countries with national health ey, such as the New Zealand,
Sweden, the UK, and much of Southern Europe, govents created an internal market
by dividing purchasers from providers, so thatgbeernmental entities that previously

were responsible for both are now choosing senfioes an array of competing
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providers. Although this introduces some degreeoafipetition into these systems, it has
not led to the empowerment of private actors indékvery or purchasing of health care;
instead, most actors in these health care systemain public. As figure two shows,
even in countries that are said to have enactedrmeforms to their public sectors
(Czech Republic, Netherlands, New Zealand, SwedKi, the public sector remains, by
far, the largest payer of health care.

In the Bismarckian systems, in which health insoeaiunds were already non-
state actors, a number of countries required thos#s to compete for beneficiaries’
business. In general, this did not spur the grawfor-profit insurance entities or
generate strong competitive pressures that fundadhenhanged the architecture of
these systems. In Germany, legal constraints iwatprplans — about 90 percent of
benefits are set by law and not negotiated betviass and providers — truncate the
development of market forces in the system (Pfaff Wassener 2000). In Belgium,
reforms sought to change the incentives facingrtberance funds towards more cost
control but also limited the degree of competifiwessures on the funds (Doorslaer and
Schut 2000, pp. 881-2). A number of these countalso have overall spending caps or
targets on health care spending that are sethegrefie national or regional level
(Docteur and Oxley 2004, p. 53).

If anything, resistance against market-orientédrres in health care has impeded
the drive to delegate governance to private actor®New Zealand, for instance, policy-
makers in the early 1990s sought to transform theagrated health care system such
that public and private purchasers (insurers) waoltipete for business — not unlike

some of the market-based reforms that have begroped for Medicare. After strong
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opposition was voiced, including fears that the ‘&ioanization” of the health care
system would result (by which was meant a systeseda markets that is both wasteful
and exclusionary), the plan was dropped (Fouge®d 20 1236). Thus, after all the
hoopla surrounding the reform proposals, the Neal&t®l health care system ended up
being only “marginally more private” than it wasfe the reforms (Krieble 2000). In
the UK, resistance to turning more of the healtle c@ctor over to private forces actually
came from the Conservative government in powerckvhitimately prioritized fiscal
austerity over market-based reforms. Allowing aoners more choice and/or
decentralizing decision-making to non-state adiorsatened tincreasecosts, not

reduce them, in the immediate-term. Jacobs (1}9981) sums up the UK experience
well, concluding, “Consumers would have a voicéh@ new NHS. But it was to be a
faint whisper, muffled by the thunderous engin@ublic administration.” As Doorslaer
and Schut (2000 p. 886) conclude more generallytaihe drive to shift more authority

to non-state purchasers of health care:

Are the respective governments willing to hand aamne of their traditional
supply-side regulatory tools (contracting, feeisgttquality control) to
individual insurers? In the logic of the managedpetition model, the answer
self-evidently has to be “yes,” but in practicerthappears to be substantial
reluctance of the part of governments and regulaigencies to give up these
[regulatory] instruments and ‘jump in[to] the cortifiee dark.” This reluctance
seems to be fueled primarily by the fear that iesuindividually may be less
successful in resisting new demands by patientgpeamdders for more
resources, and that such a weaker negotiationigositay result in cost
increases.

Ultimately, cost control would be the driving forskaping health care reforms, which
often producednoregovernment intervention through regulatory anchsjpgg controls,

not less (Hacker 2004, p.701).
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The one country outside of the US that has institd&r-reaching market-based
reform in health insurance is the NetherlahdEhe old Dutch health insurance system
consisted of a mix of privately-managed, non-prsiikness funds that enrolled 65
percent of the population, combined with a smalésator of insurers in which people of
higher incomes would voluntarily enroll. The neystem resembles the
managed/regulated competition model championedlaynAnthoven with a twist of
Massachusetts-style reform: individuals are reguiocebuy insurance, but they may now
select from any of the available private plans.likénmost other countries but much like
the US, the health insurance sector contains a auofldor-profit entities. They are
subsidized and heavily regulated to prevent creamsaing: companies must offer a
basic plan of benefits, cannot turn any applicamtay, and must charge community-
rated premiums. Given the limits on competitiotha main insurance program, insurers
have more liberty in how they structure supplemmgnitasurance, and this is where
insurers expect to make profits. There also iskaaqualization scheme to compensate
funds that end up with a sicker patient load. Fnandividuals with incomes below a
certain level receive income-adjusted subsididgetp them cover the cost of health
insurance.

In short, the Dutch health insurance model resesnible premium-support model
advocated in the US for Medicare, in which benafieis would receive subsidies to
purchase care from a regulated, private insurarar&ehof plans. The insurance market
in the Netherlands is more tightly regulated thauld be likely in the United States,

however, and the Dutch still depend on a fairlyMyestate role in negotiations over the

® The following paragraph is based on BartholomékMaarse (2006); Helderman 2007; and Rosenau and
Lako (2008).
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price of medical care, rather than looking to iaswwe plans to achieve this (Helderman
2007). Still, as a model of market-based reformoiving consumer choice, the Dutch
reform offers lessons for the United States thatwllemake use of in several chapters of
our book. For now, suffice it to say that outsidéhe Netherlands and the United States,
there is a strikindack of delegated governance to private insurance corapam health

care systems.

Does It Matter How Social Programs Are Administerec
The question of how social programs are deliveaslimportant real-world and
theoretical implications. In the case of the fornim®w social programs are administered
impacts the effectiveness of public policies, therf of redistribution that follows, and
the extent to which the providers of services aoantable to the mass public. All of
these questions are hotly contested and are atulkeof debates about state versus non-
state social provision. We do not aim to defiratjvsettle these debates for all policy
areas, but in the succeeding section will lay oate of the competing arguments that we
test in the case of Medicare in several chapteaoforthcoming book. The nature of
program administration also has important implimasi for academic debates in the social
sciences, particularly those concerning the nattitbe American state. Political
scientists have paid insufficient attention to wiablic policies actually look like, on the
ground, as most analyses tend to stop with a pslggssage. By looking concretely at
the implementation and effects of policies, we gam insight into the nature and

functioning of the American state.
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Real-World Consequences of Delegating Governancgdoial Provision

Does it matter how social programs are administer€ehe could argue that whether one
administers programs through local governmentsapgiactors, or federal bureaucracies
is less important than the existence of a prograneligibility parameters, and its
generosity. Perhaps social policy ends justify tehar administrative means are
necessary to make a program work. Yet, for maognams, the devil lies in the details:
how programs are actually administered and expegetion the ground by stakeholders
and beneficiaries can be tremendously consequdotiptogram effectiveness, equity,
and democratic accountability. Given the imporeaatthese questions, much of the
political heat generated around particular soawicy reforms concern modes of
governance.

One major question about program design and impitatien concerns
effectiveness: are program goals met in a relatigéicient and effective manner? Or do
governing arrangements impede the effective dsfieépromised benefits and services?
This issue has featured prominently in debatestglroeatization, with advocates
arguing that government is an intrinsically poas\pder of most benefits and services.
Government employees receive salaries that argaubto their performance in
delivering services to the public, and bureaucratganizations are funded through
budgetary appropriations instead of having to pitbvedr worth in a competitive
environment. As a result, some argue that thexdeav organizational incentives for
good performance (Savas 1982). Moreover, in maggsa civil servants tend to be paid

more than people working in the private sectopart due to their high degree of
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unionization. This may make it more expensiveitedally administer government
programs than to contract them out to private aigsnc

Finally, government bureaucracies are said to ebraund and rigid, focused
more on meeting legal requirements than innovatirigeir service provision. By
contrast, advocates of market- or community-basgdrozations argue that these
organizations are more likely to deliver high-qtiatiervices in a low-cost manner. In
the case of market actors, as long as the contgaatiationship is structured such that
their profits at stake, they should work to survive competitive marketplace, which
means delivering quality services while holding dososts. In the case of community-
based actors, some argue because they are cldbergeople they serve, they are better
able to respond to the needs of particular comnasitin both cases, contracting with
private actors may also enable greater governm#éeaxability in responding to specific
needs, as contracts can quickly be arranged oirtated as needs wax and wane.

An opposing view challenges whether private seattors are generally more
effective in providing services than governmentraiges. First, some argue that
contracted government services rarely represesdlamwarket (Smith and Lipsky 1992).
In many social welfare areas, for instance, theegeoaly a small number of potential
services providers — and sometimes only one ivengarea — which limits the degree of
competition (Stevenson 2008, 129). Providers wluzeassfully procure contracts also
tend to have them renewed, perhaps because thepgjdical influence over the
contracting agency, or simply because they devexpertise that is valued and cannot
immediately be acquired by new providers. Theaéties may vitiate the theoretical

effects of market competition on the quality andtegfficiency of service delivery. In
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addition, many have noted that relying on privagerecies for the delivery of programs
and services rarely leads to the elimination of |k for government in this area. To
the contrary, there may be the need for a muuscularset of government agencies that
can establish, regulate, and monitor the socialareimarketplace (Drucker 1969;
Morone 1992). The effect may be to multiply thentoer of people working in a
particular social welfare field in both the pulbdiod private sector, leading less

efficient production than if there were simply aet of actors involved. Finally, some
critics of contracting find that it tends to proéudessflexibility, and not more, as
agencies get locked into relationships with paléicaontractors (Smith and Lipsky 1992,
243-4).

A second question concerns the effect of programiradtration on democratic
accountability. This is a concern for any systdroweaucratic administration: civil
servants are unelected and only indirectly accdlat® the public through the oversight
of democratically-elected officials. Moreover, ith@ctions can never be perfectly
legislated: program execution inevitably requiresis degree of bureaucratic discretion
that cannot be fully overseen by elected politisiain the course of using this discretion,
agency officials may not only make inefficient ates about program delivery, but may
prove indifferent to the population they shouldseeving. Concerns about this have
been raised on both the left and the right: orndfiestarting in the 1960s community
activists assailed the indifference of local schHomdrds and public agencies to the needs
of vulnerable populations, such as the poor, ettmmorities, or mentally ill. On the
right, free-market reformers argued that governnagencies lack incentives to respond

to consumer preferences. In light of these probleadvocates of community- or market-

27



based provision argue that such arrangements iragtemocratic accountability.
Community organizations are not elected bodiesrait nonetheless contain members of
the community who can hold them accountable tgth#ic. In the case of for-profit
firms, because their survival is tied to their @pito attract clients, they should scramble
to respond to the diverse needs and preferencesuiees. Thus, even though the chain
of accountability from elected officials to servigeviders is lengthened in a system of
delegated governance, this may improve democraticumtability, not weaken it (Pascal
1972).

Critics of these arrangements worry about lodgihmiaistrative discretion in the
hands of non-public institutions. Problems mayeegly arise in the case of publicly-
traded firms, whose fiduciary responsibility issteareholders and not to program
beneficiaries. A more general issue concerns ven@thnot social welfare markets
actually work to make firms accountable to theistomers. For instance, when
beneficiaries have a choice between competing@eprioviders, are they able to
effectively navigate between options, making optifoaat least not ruinous) decision?
Some argue that consumers are notoriously badcaiole-making in commercial
markets, with paradoxically more choices leadingacalysis and decisions based on the
wrong criteria (e.g. glossiness of marketing mats)i Perhaps even more important is
whether or not people leave bad service providersing the kind of market
accountability that advocates theorize should exigbeople fail to “exit” bad providers,
or use “voice” to contest poor service provisidrert markets will fail to convey the right
information to firms, thus weakening the accourighinechanisms in private welfare

markets (Hirschman 1970).
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The governance of social programs also has impboreaistributive
consequences. The left has often championed & adl direct governance in the belief
that when benefits and services are highly hetereqes, inequalities of access will
develop. Particularly when markets deliver servigeeople of a higher socioeconomic
status will likely benefit by having their prefecas catered to, while less educated and
lower income people will have inferior serviceshiShas been borne out in the Swedish
experience with more private provision: people bigher socioeconomic status are the
ones who have most benefited from the developnfgmivate day care centers, schools,
and nursing homes. On the other hand, defendemad€ets might point to failures in
government-provided services to the poor — inngrsthool systems in the US, for
instance — and argue that markets can do a betie&fjresponding to these
disempowered citizens.

Yet another question concerns how the administnaif public programs affects
the politics of social provision. Some criticsaointracting out public services argue that
it gives power to private organizations that thea this power to further enrich
themselves. One consequence may be corruptiguldie officials develop cozy
relationships with private firms whose campaigntgbntions, or outright bribes, ensure
their continued access to valued public contraétsofter version of this dynamic may
simply be to increase the voice of private provigi&ups in the political process.
Consumers are a notoriously difficult group to miga, and while consumer groups may
work hard to insert the perspective of program belagies into policy debates, they may
be outgunned by well-financed private groups wheehastrong stake in protecting their

interests. How the relative power of these grquipgs out in the political process is an
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empirical question, likely to vary in different sakcpolicy arenas. It may be that giving
private actors a stake in public programs promthitesxpansiorof spending on these
programs, contrary to what market-reforms mighirégSmith and Lipsky 1992, 249).
Delegated governance may be the distinctive wawtleHare states develop in societies
and polities marked by antipathy towards publicotdfs and “direct” forms of
government.

One final question is more clearly normative andosons the suitability of giving
private actors power over the lives of individuaKis is part of what makes the social
welfare sphere distinctive from other areas of gowent contracting. There is a
difference between employing private firms to pdevroutine office services or deliver
products to federal agencies, and delegating resipbty for programs that affect
people’s health, welfare, and livelihood. Whem#rhave the ability to determine
eligibility for welfare programs and to mete ouhsgons for failure to meet certain
requirements, these firms are exerting power dwesd individuals. Similarly, when a
private drug plan uses its formulary to “manag&eaeficiary’s use of prescription
drugs, this is again a form of power being exeaeer that beneficiary’s life. Of course,
we all live in a world of public and private insiitons that exert power over us, and over
which we do not have full control. Yet, in pubpoovision there is a principle of
democratic accountability that exists at least tbecally if not empirically: governing
arrangements are structured to that bureaucratcaceintable to elected officials in
some way, and elected officials are periodicallgoamtable to the public. That sense of

accountability may be diminished in a system oédated governance to private actors.
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Theoretical implications

This study also has implications for debates in Acag politics about how best we
should conceptualize the nature of the Americate st&his has long been a source of
scholarly puzzlement. When measured in terms blipgsector employees or public
spending, the federal government in the UnitedeStet smaller than the national states
of many other West European countries, and thivkas true since the founding of the
American Republic. This fact has long inspiredroabout the relative “statelessness”
of the US (Novak 2008). By most objective measuttess 18 century federal
administration was miniscule in size, and the d@mninnstitutions in the American polity
were courts and parties, not federal bureaucrata(fbos 1987; Skowronek date).
Although the 28 century brought the rise of “bureaucratic autondmykey domains,
the overall size of the federal government reméaiy truncated (Skocpol and Finegold
1982; Carpenter 2003), particularly when compaoeather advanced industrialized
countries. For instance, measured in terms of taxareceipts, including taxes collected
at all levels of government, US tax revenue asoaquion of GDP is nearly nine
percentage points lower than the OECD average3-#&fcent compared to 36.2 percent,
and is notably lower than countries we tend toklohas similarly market-oriented, such
as the UK (36.5 percent) or Canada (33.4 perc&ECD 2008)"°

At the same time, however, the™2@entury American state has been one of the
most powerful actors in the world. Even in thd t@ntury it would be misleading to
focus excessively on bureaucratic incapacity: Huefal government created public land
system, propelled the settlement of a vast tegriowhich involved the forced removal

of native peoples — engaged in internal improvesiémtievelop the nation’s public

19 Data are from 200%5)ECD in Figureg2008).
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infrastructure, and upheld the institution of sisM@enson 2008). In the social policy
sphere, the federal government did not develogdicel insurance programs that were
emerging in Britain and Bismarckian Germany attthee, yet did institute a large-scale
system of veterans pensions and created a proggeasbme tax — a tax that the federal
government did a far better job collecting durimgl after World War | than did the
allegedly “strong” French state at the time (Skad@®92; Morgan and Prasad 2009). In
the 20 century, the US fought and won two world warsplt evar, and is now the
dominant superpower in the international arenardlpavhat we might expect from a
“weak” state (Friedberg 2002).

How can we reconcile these two images of the Araergtate? Part of the
problem lies in the difficulty scholars have intgeg away from a dichotomous, “strong
versus weak” understanding of states (Baldwin 260&g and Lieberman 2009). Thus,
in the laudable effort to combat images of perdrsiate weakness, scholars have sought
to prove that the American state was in f&tobngerthan we might think by pointing to
pockets of bureaucratic development of effectiveneéet, this hardly helps us make
sense of the many other instances or indicatorsandind of bureaucratic failure. The
social policy arena offers numerous examples df boength and weakness. To take the
example of health care, analysts from across thegabdivide agree that the Center for
Medicaid and Medicare Services that oversees Megliddedicaid, and other health
policy is undermanned, under-resourced, and freyueatmatched by powerful
organized interests in the health care sector, tifetsame organization has been able to

implement a complex system of price-setting intthalth care sphere, and somehow,
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despite its lack of resources, manages to ovehnseprocessing of around one billion
health care claims a year.

Instead of asking whether the American state angtor weak, we need a
vocabulary that better captures how the Americatesictually works in practice. Here,
we take inspiration from William Novak’s view thetholars should reclaim the tradition
of American pragmatism that developed over a cgrdago but has often been displaced
in the social sciences by abstract European theRagher than start with an ideal type
and see how the phenomenon of interest measuregeghould instead seek to
understand how the object of study actually fumdjdetting the concrete realities we
can observe and describe inform our categoriesiaae our conclusions about it. Such
an approach has often been lacking in politicarsm® analyses of public policy, which
tend to stop with passage of the law rather thaméxing how programs and policies are
actually implemented on the ground. Yet, a lothef conflict around public policy
concerns implementation — precisely how servicdseoefits are going to be delivered.
Thus, debates over universal health coverage hatventy been over philosophical
guestions of economic redistribution, but have i@lytbeen concerned with who is
going to deliver this insurance, who will provideatth care services, and precisely how
all of these actors will be paid. The answerdesé questions, in turn, determine the
structure of governing institutions — the naturehaf state and how it actually functions.
When we are attentive to how, on the ground, atispragrams are turned into concrete
realities, we gain a better understanding of tHaipal stakes around many redistributive
programs, but also can see more clearly how ftas American governing institutions

actually work.
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What does such an approach yield in looking atimerican state? We believe
that the American state is better described natstgutionally strong or weak, but as a
system of delegated and diffused authority. Conti@the Weberian ideal-type of the
centralized, hierarchically-organized bureaucrstiiacture characterized by clear lines of
authority and accountability, the contemporary Aiceer state is, as Elisabeth Clemens
(2006) says quite bluntly, “a mess.” This was fruthe first decades of the 2@entury
when, at a time of expanding governmental respditgjlprogram administration was
achieved through heavy reliance upon private adtorthe delivery of social services
and the use of intergovernmental grants (Clemefi§;2lbhnson 2007). The tremendous
expansion of federal responsibilities in the posirfM/War Two era created ever greater
dependence upon non-federal actors for the impléatien of federal programs (Mosher
1980; Dilulio 2003). Federally-funded programs dedivered by state and local
governments through intergovernmental arrangemsats$) as grants-in-aid. Many
functions are contracted out to private actor£05, the number of contract employees
has been estimated to be four times the numbeavibibn employees (Light 2006),
rendering the “true size of government” signifidghérger than we might think when
looking only at government employees. There atechgbrid governing institutions that
defy simple categorizations as public or privateJuding governments-sponsored
enterprises, such as Fannie Mae and Freddie Mddpan guarantee programs such as
Sallie Mae that rely on private banks to providen® to college students (Salamon

1981). As Frederick Mosher wrote in 1980 (p. 543):

“The use and the extent of all of these tools tgreevn enormously in
recent years—even as federally performed operationslly stood
still. Few new policies and programs failed to/r@bon other
governments or institutions in the private sectoraf major part or all
of their execution. The extension of federal iagtrand intervention
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into the nooks and crannies of our economic, spcidiural, and even
personal lives seems almost unlimited. And moshisfis being done
through others, not strictly a part of the fedgr@ernment itself. The
growth of federal influence defies precise quatititsmeasurement,
but there can be no question that it has been pier/a.”

Do these governing arrangements produce a “strongiveak” state? A better
way to frame the question is to explore the impioses of delegated governance along
the lines we described above: the effectivenessabé action — can the state achieve its
goals in a cost-effective manner; its redistribeitdbonsequences; and its effects on
democratic accountability? The answers to thegstegans are empirical and hinge on
the nature of the governing arrangements developédifferent sectors of public policy.
Were we able to cumulate studies of a large nurabéifferent areas, we could paint a
more realistic picture of the American state, hofumctions, and the political forces that
have shaped it development. We can only do thimendomain — the welfare state,
which we winnow down even further to the area ofdMare — but we hope to
demonstrate the merits of analyzing how prograraggaverned, why they are governed

that way, and what consequences this has for ses@nd polities.

Conclusion

The American welfare state intertwines public andagte authority in pervasive ways.
We develop the concept of delegated governance ddlegation of administrative
authority for publicly-funded programs to privatg@s — to describe some of these
arrangements. Although the US is not alone inmglyn private actors for the
implementation of public programs, it does so pgmaly and in some unusual ways.
Historically, the US often turned to non-profit argzations to deliver social welfare

benefits and services. In more recent decadessVerwthe emphasis has shifted to
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building social welfare marketplaces comprisedahpeting, for-profit actors in the
social welfare field. Along with this change hasre a shift in the locus of decision-
making and risk. Hitherto, the government madesit@es about who would provide
services and bore risk for these decisions. Istngéy, individuals are expected to
choose from a menu of competing providers, and fwstprofit providers bear risk (their
profits are at stake), and individual bear risk (feeir choice of welfare provider).

The ways in which programs are administered arélyhgechnical details
deserving only of attention in public administrati@xtbooks. Yet, political scientists
have generally ignored these arrangements, endaiganalyses with the passage of
policy. This is unfortunate, given that much of olitical conflict generated by public
policy concerns how programs will actually be puplace, such as who will provide
them, and how they will be paid for. Can we reaitglerstand the political stakes around
public policies if we don't the implications of poy design and implementation for
government bureaucrats, interest group stakehgldedsbeneficiaries? We believe that
you cannot, and thus argue that scholars of thiareettate should give attention to its

governance.

36



Citations

Altenstetter, Christa. 2003. “Insights from Hedlthre in Germany.American Journal of Public Health
93, 1 (January): 38-44.

Anderson, Karen M. and Ellen M. Immergut. 2007. &len: After Social Democratic Hegemony.” Pp.
349-95 in Immergut, Anderson, and Isabelle Schukgs. The Handbook of West European Pension
Politics. Oxford: Oxford University Press.

Baldwin, Peter. 2005. “Beyond Weak and Strong: Réthg the State in Comparative Policy History”
Journal of Policy History17, 1: 12-33.

Bauer, Rudolph. 1990. “Voluntary Welfare Associaion Germany and the United States: Theses on the
Historical Development of Intermediary Systemédluntasl, 1 (1990): 97-111.

Bergmark, Ake. 2008. “Market Reforms in Swedish ke&are: Normative Reorientation and Welfare
State Sustainability.Journal of Medicine and Philosopl33, 3: 241-61.

Blomgqvist, Paula. 2004. “The Choice RevolutionvBtization of Swedish Welfare Services in the 1990s
Social Policy & Administratior38, 2 (April): 139-55.

Bode, Ingo. 2006. “Disorganized Welfare Mixes: \adtary Agencies and New Governance Regimes in
Western Europe.Journal of European Social Policyg, 4: 346-59.

Brenton, Maria. 1982. “Changing Relationships intdduSocial ServicesJournal of Social Policy 1, 1:
59-80.

Brinton, Milward H. 1996. “Symposium on the Holldstate,”Journal of Public Administration Research
& Theory6, 2 (April): 193-5.

Carpenter, Daniel P. 200The Forging of Bureaucratic Autonomy: Reputatidistworks, and Policy
Innovation in Executive Agencies, 1862—138nceton: Princeton University Press.

Clemens, Elisabeth S. 2006. “Lineages of the Rubldligrg State: Building and Blurring Public
Programs, 1900-1940.” Pp. 380-443 in lan Shapitepi®n Skowronek, and Daniel Galvils.,
Rethinking Political Institutions: The Art of théaf New York: New York University Press, 2006.

Conley, Dalton and Brian Gifford. 2006. “Home Owst@p, Social Insurance, and the Welfare State.”
Sociological Forun®1, 1 (March): 55-82.

Dekker, Paul. 2004. “The Netherlands: From Privaiiatives to Non-Profit Hybrids and Back?” Pp.4t4
65 in Adalbert Evers and Jean-Louis Laville, eflee Third Sector in Europ€heltenham, UK:
Edward Elgar.

Demone, Harold W, Jr. and Margaret Gibelman, efi891Services for Sale: Purchasing Health and
Human ServicefNew Brunswick, NJ: Rutgers University Press.

Dilulio, John J. Jr. 2003. “Government by ProxyFaithful Overview.”"Harvard Law Reviewt16: 1271-
84.

Docteur, Elizabeth and Howard Oxley. 2004. “Hed@tfstem Reform: Lessons from Experience.” In
Docteur and Oxley, edslpwards High-Performing Health SystenRaris: OECD.

Doorslaer, Eddy van and Frederik T. Schut. 20@&Igium and the Netherlands Revisiteddurnal of
Health Politics, Policy and La®5, 5: 875-887.

Drucker, Peter F. 1969. “The Sickness of Governthéhiblic Interestl4 (Winter): 3-23.

Dutton, Paul V. 200 Differential Diagnoses: A Comparative History ofdlth Care Problems and
Solutions in the United States and Franitkaca: Cornell University Press.

Enthoven, Alain C. 198Mealth Plan: The Only Practical Solution to the 8og Cost of Medicare Care
Reading, MA: Addison-Wesley Publishing Company.

Esping-Andersen, Ggsta. 1990he Three Worlds of Welfare CapitalisRrinceton: PUP.

Fording, Richard, Sanford Schram, and Joe Sos&.2B@ce and Discretion in the Implementation of
Welfare Reform: An Analysis of Local Variation ilANF Sanctioning in Florida.” Presented at the
Annual Meeting of the Midwest Political Science Astion, Chicago IL.

Fording, Richard C., Joe Soss, and Sanford F. 8tit@07. “Devolution, Discretion and the Impact of
Local Political Values on TANF SanctioningSbcial Services Revie8i, 2: 285-316.

Fougere, Geoff. 2001. “Transforming Health Sectbisw Logics of Organizing in the New Zealand
Health System.Social Science & Medicing2: 1233-1242.

Frederickson, H. George 2005. “Whatever Happeoad®lblic Administration? Governance, Governance
Everywhere.” Pp. 282-304 in Ewan Ferlie, Laurencéy®n, Jr., and Christopher Pollitt, edEhe
Oxford Handbook of Public Managemeéxford, OUP.

37



Freedman, Henry, Mary R. Mannix, Marc Cohan, antdeéRea Scharf. 2002. “Uncharted Terrain: The
Intersection of Privatization and Welfare.” @tearinghouse Reviedb7 (January-February).

Freeman, Jody. 2000. “The Private Role in Publivé&@nance, New York University Law Reviel®
(June): 543.

Friedberg, Aaron L. 2002. “American Antistatisndahe Founding of the Cold War State.” Pp. 239+66 i
Ira Katznelson and Martin Shefter, eddhaped by War and Trade: International Influences o
American Political DevelopmentPrinceton: Princeton University Press.

Galambos, Louis. 1987. “By Way of Introduction.”.Pp20 in Galambos, edThe New American State:
Bureaucracies and Policies since World WaBaltimore: Johns Hopkins University Press.

Gidron, Benjamin, Ralph M. Kramer, Lester M. Salamb992. “Government and the Third Sector in
Comparative Perspective: Allies or Adversaries?” BB0 in G, K, and S edssovernment and the
Third Sector: Emerging Relationships in Welfaret&aSF: Jossey-Bass Publishers.

Gilbert, Neil. 2004 Transformation of the Welfare State: The Silenté&wder of Public Responsibility
Oxford: OUP.

Gilman, Michele Estrin. 2001. “Legal Accountabilityan Era of Privatized Welfare.” &alifornia Law
Reviewbs69-642.

Gurin, Arnold. 1989. “Governmental ResponsibilitydaPrivatization: Examples from Four Social
Services.” Pp. 179-205 in Sheila B. Kamerman arfcedlJ. Kahn, edsBrivatization and the Welfare
State Princeton: Princeton University Press.

Hacker, Jacob S. 2002he Divided Welfare State: The Battle over Pubfid &rivate Social Benefits in
the United State<Cambridge: Cambridge University Press.

Hacker, Jacob S. 2004. “Review Article: Dismantlthg Health Care State? Political Institutions, liRub
Policies and the Comparative Politics of Healthdret.” British Journal of Political Sciencg43
(October): 693-724.

Helderman, Jan-Kees. 20@tinging the Market Back In? Institutional Complemtarity and Hierarchy
in Dutch Housing and HealthcarePhD dissertation, Erasmus University Rotterdam.

Hirschman, Albert O. 197 Xxit, Voice and Loyalty

Howard, Christopher. 199The Hidden Welfare State: Tax Expenditures andab®ailicy in the United
StatesPrinceton, NJ: Princeton University Press.

Howard, Christopher. 200The Welfare State Nobody Knows: Debunking MythaiAU8 Social Policy
Princeton, NJ: Princeton University Press.

Jacobs, Alan. 1998. “Seeing Difference: Market HeBRleform in Europe.Journal of Health Politics,
Policy and Law23, 1 (February): 1-33.

Jensen, Laura S. 2008. “Government, the StateGawdrnance.Polity 40, 3 (July): 379-85.

Kettl, Donald F. 1988Government by Proxy: (Mis?)Managing Federal Progsgi#Vashington DC: CQ
Press.

King, Desmond and Robert C. Lieberman. 2009. “lesrof State Building: A Comparative Perspective on
the American State World Politics61, 3 (July): 547-88.

Klein, Jennifer. 2003For All These Rights: Business, Labor, and the 8tgapf America’s Public-Private
Welfare StatePrinceton: Princeton University Press.

Klitgaard, Michael Baggesen. 200DDd Welfare State Regimes Determine Public SectdorRes? Choice
Reforms in American, Swedish and German Scho8lsahdinavian Political Studie30, 4: 444-68.

Kolderie, Ted. 1986. “The Two Different Conceptsuivatization.”Public Administration Review6, 4
(July/August): 285-91.

Kramer, Ralph. M. 198 Noluntary Agencies in the Welfare Statgerkeley, CA: University of California
Press.

Krieble, Todd A. 2000. “New ZealandJburnal of Health Politics, Policy & La®5, 5: 925-30.

Light, Paul C. 1999The True Size of Governmém{ashington DC: Brookings, 1999).

Light, Paul C. 2006.

Mettler, Suzanne. 2007. “Representing StudentabieSviae? Exploring Organizational Feedback Effect
of Higher Education Policy, 1965-2007.” Presentedranual Meeting of the American Political
Science Association, Chicago, IL, August 30-Septemzb

Moe, Terry M. 2001.Schools, Vouchers, and the American PubIi: Brookings Institution Press.

Morgan, Kimberly J. and Monica Prasad. 2009. “Thigi@s of Tax Systems: A French-American
Comparison.’American Journal of Sociology14, 5 (March): 1350-1394.

38



Morone, James A. 1992. “Hidden Complications: Whaahh Care Competition Needs Regulation.”
American Prospect0: 40-8.

Morone, James A. 2000. “Citizens or Shoppers? Sotidunder Siege.Journal of Health Policy, Politics
and Law25, 5 (October): 959-68.

Morris, Andrew. 2008The Limits of Voluntarism: Charity and Welfare freine New Deal to the Great
Society Cambridge: Cambridge University Press.

Mosher, Frederick C. 1980. “The Changing Respolits#s and Tactics of the Federal Government.”
Public Administration RevieNov/Dec): 541-8.

Newman, Janet. 2004. “Modernising the State: A igye of Governance?” Pp. 69-88 in Jane Lewis and
Rebecca Surrender, eddlelfare State Change: Towards a Third W&y&ord: Oxford University
Press.

Novak, William. 2008. “The Myth of the ‘Weak’ Amiean State.’American HistoricaReviewl13, no. 3:
752-72.

Palffy, John M. 1983. Revitalizing Low-Income Hougi Heritage Foundation Backgrounder #269, May
26. Available: www.heritage.org/Research/Welfare/bg269.cfm

Pavolini, Emmanuele and Costanzo Ranci. 2008. fRetstring the Welfare State: Reforms in Long-Term
Care in Western European Countrie®urnal of European Social Polic8, 3: 246-59.

Pawson, Hal. 2006. “Restructuring England’s Sodialising Sector Since 1989: Undermining or
Underpinning the Fundamentals of Public Housing8using Studieg1, 5 (September): 767-783.

Pfaff, Martin and Dietmar Wassener. 2000. “Germadgurnal of Health Politics, Policy & La®5, 5:
907-14.

Prasad, Monica. 200&he Politics of Free Markets: The Rise of Neolib&eonomic Policies in Britain,
France, Germany, and the United Stat€kicago: University of Chicago Press.

Rein, Martin and Lee Rainwater. 1987. “From Welfatate to Welfare Society.” Pp. 143-59 in Rein,
Rainwater, and Ggsta Esping-Andersen, &tagnation and Renewal...

Rosenau, Pauline Vaillancourt, ed. 20BQblic-Private Policy Partnerships<ambridge: MIT Press.

Salamon, Lester M. 1981. “Rethinking Public ManagatnThird-Party Government and the Changing
Forms of Government ActionPublic Policy29, 3 (Summer): 255-75.

Salamon, Lester M. 199Rartners in Public Service: Government-Nonprofité®ens in the Modern
Welfare State Baltimore: Johns Hopkins University Press.

Savas, E.S. 198Privatizing the Public Sector: How to Shrink Govweient Chatham, NJ: Chatham House
Publishers, Inc.

Schmidt, Vivien. 1990Democratizing France: The Political and Administvat History of
Decentralization NY: Cambridge University Press.

Schussheim, Morton J. 2003ousing the Poor: An OverviewNew York: Novinka Press.

Schwartz, Alex F. 2006. Housing Policy in the Udifgtates: An Introduction. New York: Routledge.

Seidenstat, Paul. 1999. “Theory and Practice oft@oting Out in the United States.” Pp. 3-25 in
Seidenstat, edGontracting Out Government Servic®gestport, CT: Praeger.

Sharkansky, Ira. 1980. “Policy Making and ServiadiiZery on the Margins of Government: The Case of
ContractorsPublic Administration ReviedO (Mar/Apr): 116-23.

Skocpol, Theda and Kenneth Finegold. 1982. “Stateacity and Economic Intervention in the Early New
Deal.” Political Science Quarterl97, 2 (Summer): 255-78.

Skocpol, Theda. 199®rotecting Soldiers and Mother<Cambridge: Belknap Press.

Skowronek, StepheRuilding a New American State: The Expansion ofdval Administrative
Capacities 1877-1920. Cambridge: Cambridge University Press.

Smith, Steven Rathgeb and Michael Lipsky. 1998nprofits for Hire: The Welfare State in the Ade o
Contracting Cambridge: Harvard UP.

Starr, Paul. 1989. “The Meaning of Privatizatiopy. 15-48 in Sheila B. Kamerman and Alfred J. Kahn,
eds. Privatization and the Welfare Staterinceton UP.

Stevens, Beth. 1988. “Blurring the Boundaries: HbherFederal Government Has Influenced Welfare
Benefits in the Private Sector.” Trhe Politics of Social Policy in the United Statedited by Margaret
Weir, Ann Shola Orloff, and Theda Skocpol. PrilmcetPrinceton University Press.

Stevens, Rosemary. 1991. “Can the Government GBuazasons from the Formation of the Veterans
Administration.” Journal of Health Politics, Policy and La®6, 2: 281-305.

Stevenson, Dru. 2003. “Privatization of Welfare\&zs: Delegation by Commercial Contradifizona
Law Reviewd5: 83-131.

39



Sunstein, Cass R. 2000. “Nondelegation CandudsiVersity of Chicago Law Revied7, 2 (Spring): 315-
343.

Terrell, Paul. 1979. “Private Alternatives to PeliHuman Services Administratior§ocial Services
Reviews3 (March): 56-74.

Uliman, Claire F. 1999The Welfare State's Other Crisis: Explaining thevNRartnership between
Nonprofit Organizations and the State in Frandoomington: University of Indiana Press.

U.S. Department of Housing and Urban DevelopmE3®0. “Experimental Housing Allowance Program:
Conclusions.” Office of Policy and Development d&ekearch, Division of Housing Assistance
Research, February.

Weidenbaum, Murray 1963he Modern Public Sector: New Ways of Doing thegBuwent's Business
NY: Basic Books.

Zimmer, Annette. 1999. “Corporatism Revisited—Theghcy of History and the German Nonprofit
Sector.”Voluntas: International Journal of Voluntary and iNwofit Organizationsl0, 1 (1999): 37-
49.

40



Figure 1. Social Spending in OECD Countries, 200350
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Figure 2. Public spending on health as a percent ¢tdtal spending
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Table 1. Forms of Delegated Governance

Programs with
DG elements

Programs with DG added over time

DG Programs

FFS Medicare Welfare Welfare JOBS Child support| Medicaid Medicare Part D drug | Section 8 School Private
benefits (pre- services enforcement (HMOs) Advantage plans housing vouchers | prisons
post-TANF) vouchers

Who Non-profit Pre-TANF: State and local Federal State and local State govts. | Federal Federal govt. | Govt. Public, For-
administers | (BCBS); for- state/local govts. Post- government | governments | [need to govt. private profits
program profits (esp in govts. Post- TANF, some [I need to check] lottery
Part B) TANF: some | non-profits, check] programs
non-profits, for-profits.
for-profits
Who Private Local Mostly non- Mix of Local For-profits For-profits For-profits Private Private For-
delivers providers; non- | governments, | profits, for government, | governments, landlords | schools profits
service profits or non-profits, profits. non-profit, For-profits (non-
perceived as for-profits. for-profit [check on this] profits)
non-market centers.
actors
Locus of Govt contract State, local State/local Govt contract| Govt contract| Govt Indiv Indiv chooses| Indiv Indiv Govt
decision with govt contract | govt contract; contract chooses provider chooses chooses contract
making intermediaries; individuals w/ provider provider provider
Indiv chooses vouchers
provider.
Who bears Govt; providers.| Govt. Govt.; indiv. | Govt. Govt. Provider; Indiv. for Indiv. for Indiv. for Indiv. for Provider
risk for costs beneficiary | poor choice | poor choice | poor poor bears
above voucher for poor of MA; provider; choice choice of | market
amount. choice of Provider Provider provider; provider; risk
plan. bears market bears market | Provider Provider
risk risk bears bears
market market
risk risk
Can services| Yes, but rare Yes: sanctions| Yes: sanctions| Careis Careis Drug use is Yes Yes
be denied (doctors refuse | imposed. imposed. “managed,” | “managed”: | “managed”:
Medicare services may| services, therapies
patients) be denied. | therapies denied (or
may be more
denied expensive)
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