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Opver the last 12 months, the Trump Administration has sought to eliminate agencies, shed employees,
centralize processes, and decrease the government’s material footprint. Among the policy areas most
affected are foreign policy and national security. The Trump Administration has attempted to shut
down the U.S. Agency for International Development, overseen significant reductions in civilian
personnel in the Department of State and Department of Defense, and pulled back grant and contract
spending. While the Administration has defended its actions as efforts to improve efficiency, critics
worry that the actions are doing long term damage to state capacity. Evaluating these competing claims
is difficult because of confusion surrounding the concept of state capacity, its evolution, and resilience.

What is state capacity?

At a fundamental level, state capacity is the ability of governments to do what their constituents ask
them to do. Democratic governments are the recipients of numerous demands from citizens. Some
states are effective translating voter wishes into outputs and others are not.

People using the term state capacity sometimes include the ability of elected officials to act effectively
in their definition. At other times, the focus is simply on the robustness of the administrative system.
In the first use of the term, the inability of the U.S. Congress to overcome damaging partisan
polarization would suggest lower state capacity. Through the collective action of elected officials,
structured by institutional rules and procedures, governments distill public sentiment into concrete
policies. When they cannot do this effectively, the state may lack capacity under this definition.

In the second use of the term, however, the ability or inability of elected leaders to lead effectively
would not in itself comprise part of state capacity. State capacity can exist independent of what is
happening in the political branches. It is the ability of departments and agencies to complete the
missions given them by legislatures and executives. High capacity states anticipate problems and
prepare for them. They provide elected officials more and better policy options and they implement
their laws and directives more successfully (Huber and McCarty 2004).

How has it evolved?

State capacity in the United States has evolved significantly in the last 65 years, shaped by changes the
way government works, decades of political neglect, and recent efforts at deconstruction. The federal
government increasingly pursues public goals with new tools. This has shifted the type of personnel
the federal government employs, defines the contours of federal and state capacity, and shapes the
willingness of elected officials to invest in capacity more generally.

Figure 1 graphs inflation adjusted federal spending and federal civilian employment since 1960.
Federal spending is plotted relative to the left axis and shows that federal spending in real dollars has
increased from $733 Billion to $5.5 Trillion in 2025, an increase of more than 500 percent. Federal
employment is indexed against the right axis. It has increased from 2.3 million civilian employees to
2.9 million in 2025, a 26 percent increase. To keep pace with spending, federal employment would
have had to increase to more than 11.5 million employees.

By these metrics, the federal government is doing 5 times as much as in 1960 with modestly more
personnel than it employed then. National policymakers have expanded the scope and reach of
government activity by enacting significant new social welfare, environmental, financial, and security



policies. These include programs like Medicaid, the Clean Water Act, commodities regulation, and the
Department of Homeland Security.

Part of the explanation for the growing gap between activity and employment is the increasing
productivity of labor. Technological developments such as computers, telecommunications, and the
internet have made individual employees significantly more productive and reduced the need for
workers such as typists and messengers. This change, however, does not fully explain the stability in
employment. Increasingly, the national government is choosing new tools to achieve policy goals.
Among them are grants to state and local governments along with contracts to private and not-for-
profit organizations (Dilulio 2014). The national government also increasingly relies on policies that
change incentives and behavior through tax policy and credit and insurance programs (Howard 2007,
Mettler 2011). The federal government is doing less direct delivery of services and more management
of other people and systems to achieve policy goals. A government that once built ships in federal
shipyards now contracts to purchase them. Federal officials that used to provide direct education
benefits shifted to incentivizing banks to provide low-cost student loans. Direct subsidies to help the
poor now come in the form of tax credits rather than cash payments (Mettler 2011). Whereas U.S.
officials once directly engaged in development and relief work, foreign policy bureaucrats now provide
funds to other organizations to do this work (U.S. House 1981).

Figure 1. Federal Spending and Employment, 1960-2025
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The federal government has shifted to governing by proxy (Dilulio 2014). State and local government
employment has expanded significantly and the number of contract employees has ballooned (Light
1999). This change in governance is driven by complementary forces. Elected officials have sought to
be responsive to new public demands on government while keeping the number of federal employees
small (Bolton 2021; Mettler 2011). The public has repeatedly revealed in surveys a desire both for
more services and programs and smaller government (Lerman 2019). In an era of divided parties and
insecure majorities, liberals have been better able achieve goals with tools acceptable to conservatives
such as grants, outsourcing, and tax breaks (Mettler 2011). The goals are progressive, but the means
are often conservative.

This evolution in policy making has had dramatic consequences for state capacity. The national
government has shed or foregone certain kinds of capacity in exchange for greater ability to manage
large networks of policy implementers. In many areas, the national government has built up a white-
collar administrative workforce of lawyers, managers, and rule writers. These are administrators rather
than makers or doers. A 2015 Congressional Research Service Report (2015, pp. 6-7) on the U.S.
Agency for International Development is illustrative:

This shift [from the agency “having significant operational responsibilities to an agency
which largely plans and finances projects which other groups implement, and the
agency monitors and evaluates”] occurred because, in addition to new programs in
lower-income countries, the new development approach required a different set of
technical skills—social scientists and rural development specialists instead of
infrastructure engineers—at the same time that budget cuts slashed the agency’s U.S.
direct hire workforce...” The consequent difficulty in meeting technical requirements
increased the need to turn to contractors and grantees.

The foreign policy bureaucracy does less direct technical work and more management of grants and
contracts. Similarly, federal employees do fewer inspections. They rely on state officials to do that
work. Government scientists do less direct research. University scientists on federal grants do that
work. Federal agencies do less of their own analysis. They contract out to one of the large accounting
or consulting firms for that work.

An aggregation of choices to do what is politically feasible, without recognition of the cumulative
effects has led the government to be high capacity in some tasks but not others. Indeed, the federal
government has built a very particular kind of capacity, one that revolves around policy making and
buying and managing rather than delivering directly (Bednar 2024). There are still many parts of
government where government employees do direct administration of government programs, but this
kind of activity is a decreasing proportion of agency work.

The government has also built what can be called a compliance capacity. Public sector work is different
from private sector work in that the public demands rationality, equity, and transparency in public
work (Kaufman 1977; Wilson 1989). The public demands that decisions are well reasoned, fair, and
ethically sound. These demands result in procedures, rules, and paperwork requirements — i.e., red
tape. It is easier to demonstrate compliance with such rules than whether a public program is effective.
Unlike private sector businesses where performance can be measured by profit or firm valuation, it is
hard to measure the performance of public sector organizations on fulfilling their core missions. For
example, it is easier to determine whether the environmental impact statement has been filed or the
notification requirements have been fulfilled than whether the air is cleaner as a result of the actions
of the Environmental Protection Agency. It is easier to determine whether the State Department has
tulfilled its reporting requirements than whether they have successfully contributed to democracy in



the Balkans. When federal work is being done by states or contractees, the demands for accountability
only increase, and with them increased rules for reporting and increased personnel to ensure
compliance with rules.

Neglect

The shift in policy tools has also made it harder to sustain investments in state capacity. It is harder
for the public and its elected representatives to connect spending to outcomes. If veterans get loans
from a bank rather than the Department of Veterans Affairs, they do not directly observe the role of
government (Lewis 2018; Mettler 2011). If local school performance is propped up by federal dollars
and shaped by federal policy, voters do not see this. They connect local school performance to /ocal
officials. If the Department of Housing and Urban Development cuts grants for homelessness, voters
do not experience this cut directly. Rather, their local government cuts its Office of Homeless Services
and local non-profits reduce their activities because they get fewer federal dollars. As a result, residents
see more homeless individuals on the streets, but they do not connect this problem to the federal
government. They connect the problem to local officials.

The disconnect between what people experience and the actions of the federal government reduces
the willingness of elected officials to invest in capacity (Lewis 2019). This problem is greatest in foreign
policy where the actions of the foreign policy bureaucracy are arguably least tangible to voters. Hiring
one more grants manager or procurement official or executive to coordinate the actions of key
partners is hard to connect to outcomes. Developing a whole new procedure or buying one more I'T
system is not a tangible outcome. The voter learning about famine in a foreign country, the parent
interacting with their local school, the veteran trying to get a loan, or the shopper encountering a
homeless individual do not see such investments in personnel, process or equipment as addressing
those issues. What voters want is for those issues to be dealt with well and efficiently and they cannot
see why government is wasting money on more grant managers, procurement officials, or
administrative personnel (Lerman 2019). With this perspective, it is easy to understand how elected
officials want to cut the federal government bureaucracy and still want to address these problems. It
is also easy to understand why neglect of state capacity is so common and deconstruction of the
administrative state is so popular with many voters.

Like our physical infrastructure of bridges and levees, numerous scholars prior to the Trump
Administration worried that our governance infrastructure was crumbling (e.g., Fukuyama 2014; Light
2008; Verkuil 2017). Evidence was and continues to be easy to find from Hurricane Katrina to the
Gulf Oil Spill to the 2008 financial collapse to the failed Obamacare rollout. The federal government
processes every federal retirement claim by hand in a limestone mine in Boyers, Pennsylvania and the
Internal Revenue Service’s has been trying to upgrade its legacy computer system for 35 years
(Fahrenthold 2014; Sapirie 2025). President Biden promised 500,000 electric vehicle chargers and
produced only 7 by his fourth year (Osaka 2024).

The governance failures have been increasing because few elected officials have incentives to engage
in the long and hard work of building capacity. This is particularly the case in an era of slim majorities
(Lee 2016; Lewis 2019; Light 2014). Long term investments in capacity do not bring political credit
because it is hard for voters to connect these choices to outcomes (Bednar and Lewis 2024). The
effects appear 5 to 7 years in the future, long after today’s decision makers have left the scene, or not
at all in the form of problems avoided (i.e., dogs that did not bark). Elected officials prefer choices
with clear and observable benefits that voters can see before elections (Healy and Malhotra 2009). In
the analogy of public infrastructure, they prefer the new road that people can see to spending on the



maintenance of a bridge. In addition, if the minority helps the majority pass legislation, this could help
that majority keep or pick up seats in the next election.

Deconstruction

Some conservatives have used these failures as further justification to deconstruct the administrative
state. Trump White House advisor, Stephen Bannon, identified deconstruction as one of three key
Trump Administration goals in 2017 (Parshall and Twombley 2020). Bannon and other conservatives
have long opposed the actions of the departments and agencies of government that implement the
domestic policies of New Deal and Great Society and foreign policies of past congresses and
presidents. The failure of conservatives to repeal these programs through legislation has led many to
try to give presidents more power over the bureaucracy. Many prefer to break the departments and
agencies that implement policies they do not like, from foreign aid to financial regulation to federal
involvement in education than have them continue implementing the laws Congress has enacted
(Dearborn 2025; Howell and Moe 2025; Skowronek, King, and Dearborn 2021). President Trump,
haltingly at first, and more aggressively in his second term, has worked to unravel the machinery of
government through executive actions, budgets and spending, and the politicization of federal
personnel (Lewis 2026). In foreign policy they have reduced analytical and planning capacity, disrupted
the people and processes involved in relationships with foreign governments, and dismantled some
operational capacity by removing people and equipment.

Despite the evidence from the cases above and the views of informed observers, there is very little
evidence of a systematic decline in capacity (Bednar 2024; Krause and Lewis 2026). This is partly due
to the fact our best measures of capacity focus on policymaking capacity (Bednar 2024). The Biden
Administration also acted to rebuild what they perceived as broken by the Trump Administration.
Agencies that enjoy bipartisan support such as the Departments of Defense and Veterans Affairs are
less likely to be neglected and Trump himself built up some agencies like the Department of Homeland
Security. This leads to an averaging out of aggregate capacity across government. More generally,
however, there is very little data available for comparisons over time. Measuring capacity is difficult
and the current administration delayed the release of personnel data and did not collect legally required
data on employee attitudes. Many of the personnel involved in measurement of performance have
departed government.

How sensitive is it to policy interventions?

State capacity can vary over time, but it is generally durable because its key components — personnel,
processes, and equipment — are themselves slow changing. Dramatic recent efforts to reduce the
federal workforce, centralize processes, and reduce the federal footprint will challenge this durability.
Policy interventions that reduce capacity are likely easier than those that build it and efforts to rebuild
capacity will be vulnerable in the long run to the same forces that have led to current patterns of
neglect and deconstruction.

Stability in Personnel, Process, and Equipment

Public sector personnel systems encourage stability by protecting the rights of employees in laws and
rules. Elected officials choose these policies to create stable environments in which employees will
invest in useful expertise untroubled by political turbulence.! Even without these protections many
federal employees stay in their jobs. Like other employees, they need the work and the benefits. Public

! Public sector union lobbying has also contributed to the expansion and reinforcement of these rules (West 2006).



sector work has the added benefit of being meaningful work helping people (Perry and Wise 1990).
Some employees have few choices but to stay, either because they need the job or because there are
few outside options. Certain kinds of government work have no private sector equivalent (e.g., air
traffic control, food inspection) because government is often a monopoly provider of some services.
This makes opportunities for movement out of the public sector challenging since expertise gained in
the federal government may not be compensated in the private sector (see, e.g., Bertelli and Lewis
2013; Borjas 1982; Whitford and Lee 2008).

Large organizations that take repeated actions according to standards of rationality, equity, and
transparency develop standard operating procedures, rules, and guidelines (Wilson 1989). These
features of organizations reduce the transaction costs of acting. They help coordinate and regularize
the behavior of personnel inside the organization and help shape agency engagement with
stakeholders outside the organization. Clear procedures and rules make behavior predictable. Internal
and external actors depend upon stability and predictability to coordinate their actions. This makes
procedures, rules, and guidelines difficult to change.

The equipment of agencies, including agency computers, I'T systems, cell contracts, automobiles, and
buildings are also sticky (Pahlka 2023). They are part of capital plans and their purchase and
replacement are bound by the same kinds of rules and procedures as constrain personnel. The desire
of elected officials for accountability often leads agencies to choose large, lengthy, and detailed
contracts. This locks in specific programs and vendors over a long period of time. These choices get
embedded in agency rules and procedures. Agencies are cautious about making changes because these
past choices lock them into systems that are critical for agency functioning and hard to change easily.

Given the stability of personnel, procedure, and equipment, it is no surprise that recent empirical work
on capacity suggests it is generally stable (Bednar 2024). It is also important to remember that the
federal government employs more than 2 million civilians working in 250 to 300 different agencies.
More than 80 percent of these employees work outside the Washington, DC metropolitan area. Most
do work that is relatively uncontroversial, from approving patents to helping veterans get benefits to
protecting ports. Few have any direct contact with political appointees. This machinery of government
continues to operate regardless of who controls the White House or Congress. It is governed by laws
and rules and decades of regularized practice. It does not change easily.

Recent efforts to dramatically reduce the federal workforce, change agency structure and process, and
physically dismantle computer and payment systems, however, may challenge this durability. In 2025,
more than 335,000 employees left their jobs in the federal government through a combination of
voluntary departures, removals, and reductions in force (Kornfield and Morse 2026). This amounts to
11 - 12 percent of the federal workforce. This overall statistic, however, masks some dramatic changes
since immigration enforcement agencies have dramatically expanded. Indeed, the federal government
has hired more than 100,000 persons in specific agencies for a net loss of 225,000 employees. Agencies
such as the Departments of Education and Housing and Urban Development have seen reductions
in personnel of between 20 and 40 percent. They added new political appointees and eliminated
removal protections for a large class of civil servants.

The administration also added new procedures for centralized review of rules, contracts, and grants.
The president issued executive orders aimed at giving the White House and political appointees more
control over the allocation of grants (E.O. 14322), rulemaking (E.O. 14192) and data (E.O. 14243).
The administration targeted equipment by ending contracts, listing federal buildings for sale,
dismantling payment systems, and locking employees out of offices and computer systems.



How disruptive these changes will be is unclear, but it is likely the case that deconstruction is easier
than construction. One challenge for building capacity is that government work often includes a very
particular or government-specific kind of expertise. This expertise can only be gained on the job and
built up over time through experience. The federal government is virtually a monopoly provider of
many activities and services (e.g., air traffic control, foreign aid, food inspection). This makes it hard
to find people in the private sector to hire to do the work. Even in cases where government employs
persons in common occupations such as lawyers, accountants, or I'T professionals, government work
requires a particular kind of knowledge to do those jobs well. The government cannot easily replace
experienced employees if those employees depart.

Unfortunately, there is no easy way to rebuild that lost capacity quickly. Agencies will begin the slow
and careful process of searching, hiring, onboarding and developing. The effects of these actions can
be seen in the short run to some extent, but the effects of these choices may not be fully realized until
10-15 years from now. Government offices here and abroad will either be full of seasoned and
motivated senior officials solving problems and effectively implementing public programs or a
hodgepodge of short termers, generalists, hacks, and consultants trying to patch together government
programs in complex networks of interagency, intergovernmental, and intersectoral systems.

Efforts to restore processes may be quicker. This will likely take from a few months to a few years
because some processes involve coordinating multiple stakeholders across units and sectors. Installing
new processes will require interagency agreements or the initiation of rulemaking. Similarly, restoring
equipment and systems can be time consuming if new purchases require new requests for proposals,
bidding processes, and contract awards. The time will be shorter if agency employees remember and
embrace the new processes and experienced contractors are on the federal schedule or have past
frameworks easy at hand.

What to do?

The immediate response to a decline in state capacity is to rebuild it by hiring new personnel, changing
processes, and improving equipment. This can be particularly helpful in foreign policy if targeted
toward analytical and planning operations, teams involved in relationships with foreign governments,
and operations.

While this can help in the short run, it will not change the underlying conditions that make
maintenance of capacity difficult. As long as capacity (and its importance) is invisible to voters and
their elected representatives it will be difficult to sustain. This is particularly the case for programs that
are domestically unpopular (e.g., foreign aid) or politically controversial (e.g., United Nations, NATO).
Enduring efforts to build and maintain state capacity depend upon efforts to improve data access,
increase the visibility of capacity, and free up government managers. It also depends upon getting
good people into government.

Data: A fundamental problem of U.S. state capacity is that people cannot see the connection between
capacity and outcomes. One reason for this is that data on both capacity and outcomes is hard to
access. Presidents are reluctant to provide comparative and systematic information on capacity and
performance since the administration’s critics can use this information against the president. This is
precisely the point. The regular, clear, and reliable production of data generates its own political
momentum. Its presence makes neglect and inattention more difficult. What gets measured gets
attention. The publication of reliable and regular data also highlights good performance. This
encourages further good behavior and protects high performing agencies from unwarranted political
attacks.



Visibility: Even with plentiful and clear data it can be difficult to connect capacity to performance
because of the nature of government policy making. Congress should discourage the use of the policy
tools that obscure the role that government plays in the lives of Americans. Sometimes tools such as
tax incentives, insurance programs, or credit programs are really the best tool for accomplishing public
purposes. In other cases, they are chosen for political convenience. Such tools provide a way for liberal
members to get social programs and have them be acceptable to conservatives (Mettler 2011). The
choice of such tools should be based upon effectiveness and the benefits should be weighed against
the consequences of their obscurity.

The national government should build capacity to do more direct production and delivery of
government services. Decisions to outsource the implementation of public programs frequently have
little to do with efficiency. In a recent study, 40 percent of contracts over $150,000 were single-bid,
sometimes because of a choice of a non-competitive process and in other cases because there is no
market for the sought after good or service (Dahlstrom, Fazekas, and Lewis 2016). Instead, federal
officials must purchase goods and services because the federal government has shed this capacity (or
never built it). Federal managers also pursue contracts to work around the stodgy processes of the
bureaucracy. Without competition, however, the market is no more efficient or accountable than
federal employees. When voters receive public services from private actors, they are less likely to
attribute the services they provide to the national government (Lerman 2019).

Eliminating Administrative Burden: Persuading elected officials to invest in state capacity is difficult if
government looks ineffective. One challenge federal managers face are the requirements placed upon
them due to the good intentions of elected officials and agency leaders. At a fundamental level,
managers must justify the rationality of their decisions, document steps taken to allow participation,
and provide numerous steps to allow transparency. They must also comply with rules trying to
accomplish other worthy goals (e.g., buy American, veterans’ preference, reporting requirements) or
rules created to respond to a past failure. The accumulation of these rules dramatically increases the
difficulty of implementing public programs and leads to a focus on procedural compliance instead of
core mission. Congress needs to take a closer look at how to free up agency officials to do the work
Congress has given them to do and then hold them accountable for results.

People: Fundamentally, state capacity is comprised of people. These people can have better or worse
processes and better or worse equipment, but people need to be in place to prepare for the future,
anticipate problems, develop options for public officials, and then effectively implement public
programs. The long-term capacity of government depends upon a stable pool of high-quality
prospective employees, an effective system for bringing them into government, and persuading them
to stay. Colleges and universities often do a poor job preparing graduates for government work,
whether in the civil service or foreign service. The federal government, with a few exceptions (e.g.,
Army, Central Intelligence Agency, Government Accountability Office) is a poor recruiter of talent.
Bright young graduates find it difficult to navigate the federal hiring system and easy to work in
government consulting. As a country we need to do a better job improving student preparation and
federal recruitment. This would be facilitated by the creation of a national School of Public Service,
the devolution of increased direct hire authority to agencies, the elimination of USAJobs, and greater
budgets and authority for modern human resources management.
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