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INTRODUCTION 

I n  every year  b u t  one s i n c e  1960, t h e  f e d e r a l  
government has  run a budgetary d e f i c i t .  The modest s u r p l u s  of 
$3.2 b i l l i o n  i n  1969 d id  l i t t l e  t o  impede the  upward movement 
of t h e  n a t i o n a l  debt ,  which now exceeds $1 t r i l l i o n .  

As Table 1 revea l s ,  f e d e r a l  d e f i c i t s  have been 
e s p e c i a l l y  acute s i n c e  1973, averaging nea r ly  $54 b i l l i o n  a 
year  between 1974 and 1981. Even a f t e r  allowing f o r  t h e  
r e c e n t l y  passed $99 b i l l i o n  inc rease  i n  f e d e r a l  taxes f o r  t h e  
next t h r e e  f i sca l  y e a r s  ( n u l l i f y i n g  25 percent  of t h e  Reagan 
a d m i n i s t r a t i o n ' s  1981 multi-year t ax  c u t )  , t h e  annual f e d e r a l  
d e f i c i t  p ro j ec t ed  by t h e  admin i s t r a t ion  f o r  f i s c a l  y e a r s  1983 
through 1985 w i l l  average almost $94 b i l l i o n .  The 
Congressional Budget Off ice ,  meanwhile, estimates t h a t  t h e  
average de f i c i t  could exceed $140 b i l l i o n .  If p ro jec t ed  
off-budget ou t l ays  were added t o  budgeted ou t l ays ,  thf  f u t u r e  
federal  d e f i c i t  p i c t u r e  would appear even more bleak. Recent 
h i s t o r y  only suppor ts  t h i s  p i c tu re ,  as year  af ter  year  actual 
def ic i t s  have tended t o  exceed "estimated" d e f i c i t s  by s e v e r a l  
b i l l i o n  d o l l a r s .  

Only t h e  naive expect p o l i t i c i a n s  t o  l i v e  up  t o  t h e i r  
f requent  bu t  f a i n t  promises t o  balance the budget, e s p e c i a l l y  
when they claim a t  t h e  same t i m e  they can hold down taxes.  
For, when federal  income and s o c i a l  s e c u r i t y  t axes  are  
combined, t h e  average tax  r a t e  paid by most Americans w i i l  be 
h i g h e r  i n  1984 and 1985 than at t h e  s t a r t  of t h e  decade, j u s t  
a s  t h e i r  average tax r a t e s  i n  1980 were h ighe r  than they  were 



Table 1. Budget Balance of the Federal Government 
1961-1985 ( b i l l i o n s  of dollars) 

Year Deficit ' ( - 1  
Surplus (+) 

1961 
1962 
1963 . 
1964 
196s 
1966- 
1967 
196 8 
1969 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
Trans i t i on  q u a r t e r  
1977 
1978 
1979 

1980 
1981 

1982 
1983 
1984 
1985 

-3.4 
-7.1 
-4.8 
-5.9 
-1.6 . 
-3.8 
-8.7 - 
-25 -2 
+3.2 

-2.8 
-23.0 
-23.4 
-14 -5  
-45.2 
-66.4 
-66.4 
-13 -0  
-44.9 
-48.8 
-27.7 

-59 -6 
-57.9 

Estimates 
Reagan Congressional 
Admini str a t i  ona Budget Off icea 

-108.9 -116.0 
-115.0 -146.0 
-92 -6 -152.1 
-73.6 -150.2 

Sources: A c t u a l  1961-1981 f igures ,  Office of the President ,  

(Washington: Government P r in t ing  Office,  1982) , . p .  9-62; 
estimated 1982-1985 f igu res ,  P u b l i c  Affairs Office, O f f  ice of 
Management and Budget (Augus t  25 , 1982) . 
Note: aEstimates on budget balances f o r  1982-1985 by both the 
Reagan adminis t ra t ion and the  Congressional Budget O f f  ice were 
made i n  l a te  Ju ly  1982. Congressional budget Office estimates. 
are averages of the l d m i t s  of fo recas t  range and are based on 
'pessimistic '  assumptions about economic behavior. 
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i n  1978. I f  r a i s i n g  t a x  rates were a cure f o r  federal 
deficits ,  red ink  would have been expunged from federal 
budgetary records long  ago. 

The economic harm of rou t ine  federal def ic i ts  i s  
commonly acknowledged. Government def ic i ts  "crowd o u t "  
p r i v a t e  borrowers from capital  markets i n  t he  process  of 
d r i v i n g  up i n t e r e s t  rates. Employment i n  t he  housing, 
durable,  and investment goods i n d u s t r i e s  e s p e c i a l l y . i s  
depressed by high i n t e r e s t  rates, and t h e  c o s t s  of r e s u l t i n g  
i d l e  l abor  inc lude  s lugg i sh  economic growth and t h e  t e n s  of 
b i l l i o n s  of d o l l a r s  of goods and s e r v i c e s  never produced. 

Deficits can, a lbe i t  i n d i r e c t l y ,  c o n t r i b u t e  t o  
i n f l a t i o n a r y  pressures .  High i n t e r e s t  rates pu t  p re s su re  on 
t h e  Federal Reserve t o  inc rease  the  rate of growth i n  t h e  
money,stock, which as experience has  t augh t  leads inexorably 
t o  a higher  i n f l a t i o n  rate. Higher rates of i n f l a t i o n ,  i n  
t u r n ,  can resul t  i n  even higher i n t e r e s t  rates, which f u r t h e r  
d i s t o r t  t h e  economy's u s e  of resources: more resources are 
directed i n t o  t h e  p u b l i c  s e c t o r  by p r i v a t e - c i t i z e n s  i n  t r y i n g  , 
t o  avoid t h e  adverse consequences of i n f l . a t i on ,  which may be 
measured i n  p a r t  by t h e  reduced va lue  of people ' s  monetary 
wealth and by higher  t a x  rates on income caused by t h e  forces 
of "bracket creep." 

I n  t h e  f i n a l  a n a l y s i s ,  federal def ic i ts  act as a t a x  
on people ' s  incomes. The "def ic i t  t ax , "  however, is  i n d i r e c t  
i n  i ts  effects and obscured from f u l l  public sc ru t iny .  
Because of its obscur i ty ,  t h e  de f i c i t  t a x  a l lows  Congress t o  
impose a heavier  government burden on the  c i t i z e n r y  than  it 
could impose, i f  Congress had t o  l e g i s l a t e  more v i s i b l y  o v e r t  
t a x  i n c r e a s e s  t o  cover t h e  deficits . 

President  Reagan en te red  o f f i c e  dedicated t o  
supply-side economic p r i n c i p l e s ,  through which he be l ieved  a 
u n i v e r s a l l y  held goa l  could be achieved: higher  economic 
growth w i t h  lower unemployment and i n f l a t i o n  rates. The 
a l l e g e d  failures of t h e  supply-side policies have been 
a t t r i bu ted  t o  federal def ic i ts  and t o  t h e  higher  i n t e r e s t  
rates they  have spawned. Such a conclusion i s  much l i k e  
blaming i n f l a t i o n  on higher  prices: it describes what has  

palatable remedies. 

t h a t  they  have not  been app l i ed  t o  supply-side policymakers, 
s p e c i f i c a l l y ,  Members of Congress, t h e  P res iden t ,  .and t h e  
Board of Governors of t h e  Federal Reserve System. One means 

' of doing t h i s  would be t o  provide i n c e n t i v e s  f o r  Congress t o  
balance i ts  budget. Regardless of whether t he  balanced 
budget/tax l i m i t a t i o n  amendment now pending i n  t h e  Senate  

. happened, b u t  o f f e r s  l i t t l e  i n s i g h t  .for developing p o l i t i c a l l y  

Perhaps one problem w i t h  supply-side p r i n c i p l e s  is  

. . . .  
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(SaJ, R e s .  58) is  passed, Members of Congress mus t  be given 
pay inducements t o  restore a balanced budget. The same 
gene ra l  s o l u t i o n ,  however, could be appl ied ,  w i th  adjustment 
i n  the pay o b j e c t i v e ,  t o  t h e  P res iden t  and t h e  Board of 
Governors. While sugges t ive  of what 'needs t o  be done t o  
achieve  balanced budgets, t h i s  proposal  r ev ives  a c e n t r a l  
p o l i t i c a l  dilemma i n . a  democracy: how can w e  g e t  those who 
govern t o  regulate themselves? 

I n  developing t h e  argument f o r  what is called a 
"deficit  pay schedule" f o r  Members of Congress, a . p a r a l l e 1  is  
drawn between t h e  i n c e n t i v e s  p o l l u t e r s  have t o  "overuse" 
environmental resources  when proper ty  r i g h t s  are undefined and 
and t h e  i n c e n t i v e s  Members have t o  "overuse" t h e  budget 
process  by way of expanded government programs. A c o r r e c t i o n  
i n  the use of environmental and budgetary resources can be 
achieved by marginal realignment i n  i n c e n t i v e s  people have t o  
produce p u b l i c  and private goods, I n  t he  case of 
environmental economics, t he  public good i s  served  by c l eane r ,  
b u t  no t  p e r f e c t l y  c lean ,  ai8 and water: i n  t he  case of t he  
government budget, t he  p u b l i c  good i s  served  by a movement 
toward, b u t  no t  n e c e s s a r i l y  completely t o ,  a balanced budget. 

THE PROBLEM 

The tendency of t h e  federal government t o  incu r  
a d d i t i o n a l  debt  emanates from two primary sources.  F i r s t ,  
deficits  tend  t o  obscure the  c o s t  of government programs. 
Second, i n d i v i d u a l  Members of Congress can blame budget 
def ic i ts  on federal programs promoted by o the r  Members. 
Overa l l ,  they have an inadequate  i n c e n t i v e  t o  avoid def ic i ts ,  
t h a t  is, deficits  of a c e r t a i n  magnitude, though d e s t r u c t i v e  
t o  the  economy gene ra l ly ,  possess  elements of p o l i t i c a l  
r a t i o n a l i t y  . 

Members of Congress, ever mindful of r e e l e c t i o n ,  have 
a b u i l t - i n  i n c e n t i v e  t o  v o t e  f o r  federal programs t h a t  b e n e f i t  
the i r  c o n s t i t u e n c i e s  and a g a i n s t  t a x  i n c r e a s e s  imposed on 
these same c o n s t i t u e n c i e s ,  Special i n t e r e s t  groups have un'due 
political power because the  bene f i t s  of t h e  programs designed 
w i t h  their  welfare i n  mind are concent ra ted  on a r e l a t i v e l y  
small number of people who have a s t rong  i n t e r e s t  i n  e n l i s t i n g  
congress iona l  support .  Federal programs i n  a r e p r e s e n t a t i v e ' s  
d i s t r ic t  tend  t o  ea rn  him suppor te rs ,  whereas federal t a x e s  
tend  t o  l o s e  him votes ,  The p o l i t i c i a n  i n t e r e s t e d  .in 
maximizing h i s  chances of being reelected w i l l ,  i n  t h e  absence 
of budget def ic i ts ,  vo te  f o r  a d d i t i o n a l  government 
expendi tures  as long  as t h e  a d d i t i o n a l  d o l l a r s  spen t  e a r n  more 
v o t e s  than  are l o s t  by t h e  accompanying a d d i t i o n a l  taxes. On 
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t h e  margin, the  a d d i t i o n a l  vo te s  gained by t h e  l a s t  $1 m i l l i o n  
i n  expendi tures  might be expected t o  e x a c t l y  match the  
a d d i t i o n a l  v o t e s  l o s t  because of an a d d i t i o n a l  $1 m i l l i o n  i n  
taxes .  . 

For several-  reasons,  v o t e r s  w i l l  p e rce ive  a $1 m i l l i o n  
government expendi ture  f inanced by o v e r t  t a x e s  as being more 
c o s t l y  than  the  same expendi ture  f inanced  by a debt. 
C lea r ly ,  l e g i s l a t e d  t a x e s  can be d i r e c t l y  observed by workers 
i n  terms of reduced take-home pay; and when e x p l i c i t  t a x e s  are 
used t o  f i n a n c e  government p r o j e c t s ,  t h e  personal  c o s t  of t he  
a d d i t i o n a l  government expendi tures  can be measured by t h e  
worker i n  terms of lowered purchasing power. 

Most Americans probably have never thought through the  
complicated logical sequence by which def ic i t s  impinge on t h e  
use of t h e  n a t i o n ' s  resources  -- and are tantamount t o  
legis la ted taxes. For these Americans, t h e  fewer goods and 
s e r v i c e s  t h a t  are t h e  i n d i r e c t  result  of deficits  may no t  be 
f u l l y  a t t r i b u t e d  t o  t h e  deficits  bu t  t o ,  for example, t he  
profit-maximizing e f f o r t s  of firms t h a t  a c t u a l l y  raise their  
prices, inc luding  i n t e r e s t  rates. 

Steeped i n  Keynesian economic theory ,  many Americans 
a c t u a l l y  b e l i e v e  t h a t  deficits  are "good for the  economy": 
" A f t e r  a l l ,  they  help balance the  economy and main ta in  
employment," or so t he  argument has been developed. Keynesian 
economics has l e d  a whole gene ra t ion  of s t u d e n t s  i n  economics 

are the  only way t o  acquire t h e  fabled economic "free lunch," 
t h a t  is, greater product ion a t  ze ro  or almost z e r o  Costa The 
r e s u l t  of t he  power of special i n t e r e s t s  i n  politics combined I 

w i th  the  d e c l i n e  i n  what James Buchanan and Richard Wagner 
cal l  t h e  "balanced budget norm," caused by Keynesian 
economics, has been a form of "budgetary anarchy" i n  which 
almost every conceivable  s p e c i a l  i n t e r e s t  seeks t o  g a i n  from 
some government program, gnd a budget process  t h a t  appears  
v i r t u a l l y  ou t  of c o n t r o l .  

I 

I 
I 

Granted, g r e a t  numbers of Americans do understand the  
economic consequences of f e d e r a l  def ic i ts  and may f u l l y  equate 
them wi th  taxes .  For these people, def ic i ts  do not  unde r s t a t e  
t he  c o s t  of government. The people who induce p o l i t i c i a n s  t o  
employ deficits  are those who can see c l e a r l y  the  economic 
consequences of taxes b u t  cannot see w i t h  e q u a l  c l a r i t y  t h e  
economic impacts of deficits;  they s h i f t  the  d i s t r i b u t i o n  of 
v o t e s  toward p o l i t i c i a n s  who o f f e r  t o  expand government 
programs wi thout  r a i s i n g  e x p l i c i t  taxes .  To the  e x t e n t  t h a t  
federal def i c i t s  obscure the  tax-cost of government 
expendi tures ,  deficits  should lead t o  an expendi ture  l e v e l  
greater than would  otherwise occur -- greater than the  po l i ty  
would choose i n  t h e  l i a h t  of f u l l  information concernina t h e  
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personal  c o s t  of government out lays ,  regardless of how t h e  
o u t l a y s  are f inanced.  T h i s  is  because, on t h e  margin, when 
the  prospec t  of a def ic i t  is f i r s t  introduced,  t h e  v o t e s  
gained from an a d d i t i o n a l  $1 m i l l i o n  government expendi ture ,  
unaccompanied by o f f s e t t i n g  e x p l i c i t  taxes, w i l l  then  be 
greater than  t h e  v o t e s ' l o s t :  t h e  perceived tax-cost. w i l l  be 
unders ta ted ,  something less than $1 mi l l ion .  How much the  
cost w i l l  be unders ta ted  and t o  what e x t e n t  a def ic i t  is 
p o l i t i c a l l y  practical, w e  cannot know i n  t h e  abstract, o u t s i d e  
t h e  poli t ical  process.  

On the  o the r  hand, we do know t h a t  under c u r r e n t  
poli t ical  c o n s t r a i n t s ,  Members of Congress can be rewarded by 
running deficits  ug to a ce- . By spending more than 
is collected i n  t axes ,  they can secure a d d i t i o n a l  vo te s  a t  t h e  
public 's  expense, and/or they  can secu re  a d d i t i o n a l  vo te s  w i t h  
fewer expendi tures  from their  own campaign accounts  (or  more 
v o t e s  w i t h  the same campaign. expendi tures ) .  Beyond a c e r t a i n  
po in t ,  however, t he  c o s t  of def ic i t  spending can become so 
r e a d i l y  apparent  t h a t  def ic i ts ,  l i k e  t axes ,  begin t o  lose 
votes .  The c e n t r a l  no t ion  still  holds: Because of the 
r e l a t i v e  fiscal i l l u s i o n  of deficits ,  there is a p o l i t i c a l l y  
optimum budgetary def ic i t ,  e s t a b l i s h e d  l a r g e l y  independent of 
economic cond i t ions  i n  the  country. 

Economists have a r e l a t i v e l y  s t r a igh t fo rward  
explana t ion  f o r  t he  ex i s t ence  of a p o l l u t e d  waterway. 
Property r i g h t s  t o  t h e  waterway are nonexis ten t  or have been, 

. i n  some respects, a t tenuated .  Because no one has proper ty  
r i g h t s  t o  t he  waterway, no one can be excluded from its use.  
A l l  can use t h e  waterway a t  no c o s t  (or  a t  an unders ta ted  
c o s t )  t o  themselves. Each can reason t h a t  t h e  waste water he 
dumps i n t o  the  waterway can be carried away t o  become someone 
e lse 's  problem; t h e  c o s t  of the  p o l l u t i o n  is, thereby,  
"ex terna l ized ,"  Aside from t h e  very  large users of the  
waterway, each p o l l u t e r  can reason a l s o  t h a t  t h e  small amount 
of waste he dumps i n  t he  stream has l i t t l e  or inconsequent ia l  
effect on t h e  o v e r a l l  water q u a l i t y .  For a l l  practical 
purposes, t h e r e f o r e ,  an i n d i v i d u a l ' s  p o l l u t i o n  imposes no cost 
on himself or on others. 

The i n d i v i d u a l  polluter can conclude t h a t  h i s  own 
cleanup e f f o r t s  w i l l  resul t  i n  l i t t l e  or no improvement i n  t h e  
o v e r a l l  water q u a l i t y .  Besides,  a d d i t i o n a l  c leanup c o s t s ,  
incur red  by one producer b u t  not  by o t h e r s ,  w i l l  reduce t h a t  
f irm's competi t iveness  and decrease its share of market sales. 
The reduct ion  i n  t h e  firm's c o n t r i b u t i o n  t o  p o l l u t i o n  can be 
o f f s e t  by add i t iona l  p o l l u t i o n  from other firms, reducing 
t h e i r  costs  and expanding t h e i r  share of the  marke t .  The 
r a t i o n a l  p o s i t i o n  of each polluter is t o  use the  waterway t o  
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t h e  f u l l e s t  e x t e n t  necessary.  The c o l l e c t i v e  result of 
r a t i o n a l  behavior of a l l  water u s e r s  is, however, perverse:  
t he  waterway is  used, abused, and overused, clogged w i t h  
waste, and can become an environmental mess. A t  t h e  extreme, 
t he  waterway can become t h e  p r a c t i c a l  equ iva len t  of a 
cesspool ,  a result t h a t  pleases no one, n o t  even those  who are 
r e spons ib l e  for t h e  po l lu t ion .  

The g e n e r a l  s o l u t i o n  economists offer t o  s o l v e  
problems of environmental d e t e r i o r a t i o n  i s  t o  provide 
i n d i v i d u a l s  w i t h  i n c e n t i v e s  t o  do what is  i n  their  c o l l e c t i v e  
i n t e r e s t ,  i . eOr  c u t  back on t h e i r  i n d i v i d u a l  p o l l u t i o n  l e v e l s .  
Such an i n c e n t i v e  system can take the  form of (1) assignment 
of proper ty  r i g h t s  (which al lows t h e  owners t o  charge f o r  t h e  
u s e  of the  ass igned  p r o p e r t y ) ,  (2 )  imposi t ion of government 
fees f o r  t he  use of t h e  waterways (which impl i e s  t h a t  the 
government has assumed ownership of the  environmental 
resource) or (3) government r e g u l a t i o n  throngh p o l l u t i o n  
s tandards  w i t h  f i n e s  for noncompliance (which can tragslate 
i n t o  fees f o r  the use of the  environmental resource) .  

Environmental p o l l u t i o n  is another  way of saying t h a t  
too few environmental  goods have been produced, while  too many 
o ther  p u b l i c  and p r i v a t e  goods and s e r v i c e s  have been 
produced. One way t o  c o r r e c t  t h e  problem is  t o  charge and, 
thereby,  discourage the i n e f f i c i e n t  u s e  o f . t h e  environment. A 
proper balance between t h e  product ion of environmental and 
other goods can be achieved, t h e o r e t i c a l l y  speaking, by 
a d j u s t i n g  t h e  charges. If a given schedule results i n  t o o  
much expendi ture  on c l ean ing  up t h e  environment, then t h e  
charge can be lowered. 

To i n d i v i d u a l  Members of Congress, t he  federal 
government's budget is much the  same as t h e  environmental 
resource is t o  t h e  i n d i v i d u a l  p o l l u t e r  -- an oppor tuni ty  t o  
e x p l o i t  f u l l y  i n  t h e  absence of c o n s t r a i n t s  and i n c e n t i v e s  t o  
do otherwise.  Each Member can reason, for t h e  most p a r t ,  t h a t  
any b i l l  he offers i n  suppor t  of his cons t i tuency  w i l l  have an 
impercept ib le  impact on t h e  o v e r a l l  budget t o t a l ,  t h e  l e v e l  of 
taxes ,  and t h e  magnitude of the budget def ic i t .  The b i l l s  
supported by i n d i v i d u a l  Members of Congress are l i k e l y  t o  
c o n t r i b u t e  l i t t l e  t o  t h e  c o s t s  t h a t  t h e  taxpayers  i n  their  
d i s t r ic t s  bear i n  t he  form of higher e x p l i c i t ,  legislated 
t a x e s  or higher implicit ,  d e f i c i t  induced taxes. Most of t he  
c o s t s  of a government program, l i k e  t h e  c o s t s  of p o l l u t i o n ,  
are e x t e r n a l i z e d  t o  the  rest  of t h e  c i t i z e n r y  through the  
federal t a x  system. A s  i n  t he  case of t h e  p o l l u t e r ,  t h e  
p o l i t i c i a n  can a l s o  reason t h a t  any r e s t r a i n t  on h i s  part i n  
suppor t ing  expensive programs f o r  h i s  cons t i tuency  is l i k e l y  
t o  provide r e p r e s e n t a t i v e s  from o the r  d is t r ic ts  i n  h i s  s ta te  
and i n  o the r  states t h e  opportuni ty  t o  expand programs favored 
by the i r  c o n s t i t u e n c i e s .  
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The r a t i o n a l  course of behavior of each i n d i v i d u a l  
Member of Congress i s  t o  "pollute" the  ha l l s  of Congress wi th  

c o n s t i t u e n c i e s  d i f f e r e n t i a l l y  and p r e f e r e n t i a l l y .  J u s t  as i n  
t h e  case of the pol lu ted  waterway, t he  c o l l e c t i v e  outcome can 
be perverse:  a federal budget t h a t  is used, abused, and 
overused -- bloated beyond r a t i o n a l  boundaries. I n  s h o r t ,  the  
federal budget may become the  f iscal  equ iva len t  of an.  
" inver ted  CeSsp001." As opposed t o  throwing t o o  much waste 
i n t o  t h e  pool, which is t h e  outcome of environmental 
p o l l u t i o n ,  p o l i t i c i a n s  throw i n  " too many" b i l l s  and e x t r a c t  
" too much" i n  t he  way of resources from t h e  n a t i o n a l  income 

J u s t  as t h e  i n d i v i d u a l  polluter of t h e  waterway can 

' proposed government expendi tures  t h a t  b e n e f i t  h i s  

pool 

claim, wi th  some j u s t i f i c a t i o n ,  t h a t  t h e  "po l lu t ion"  is due t o  
the  waste of a l l  t h e  o the r  p o l l u t e r s ,  t he  i n d i v i d u a l  Member of 
Congress can claim t h a t  t h e  "bloated" budget is due t o  t h e  
f iscal  i r r e s p o n s i b i l i t y  of most of t h e  o the r  534 Members of 
Congress.' And a t  t h e  same time t h a t  each i n d i v i d u a l  Member of 
Congress in t roduces  expansive l e g i s l a t i o n ,  c r e a t i n g  what may . 

be called " b i l l  p o l l u t i o n , "  he can ca l l  f o r  f iscal  r e s t r a i n t  
and f iscal  r e s p o n s i b i l i t y  through reduced def ic i t  spending, 
blaming a l l  t h e  other Members for t h e  deficits  t h a t  are 
emerging. The convent ional  wisdom t h a t  "when' r e s p o n s i b i l i t y  
is shared by a l l ,  it is assumed by no one" applies f u l l y  t o  
the  way Congress views t h e  budget. 

As i n  t he  case of waterway p o l l u t i o n ,  the  s o l u t i o n  t o  
, t he  " inve r t ed  budgetary cesspool"  m u s t  l i e  i n  providing 
Members of Congress wi th  p r i v a t e  i n c e n t i v e s  t o  do what may, on 
t h e  margin, be i n  t h e i r  acknowledged c o l l e c t i v e  i n t e r e s t  -- 
reduce the  deficit .  Each r e p r e s e n t a t i v e  mus t  be held 
accountable ,  i n  t h e  sense t h a t  he i n c u r s  a cost, f o r  def ic i ts .  
Only then  w i l l  deficits  be e l imina ted  or s u b s t a n t i a l l y  
reduced. ' 

THE SOLUTION 

Reaganomics i s  grounded on supply-side p r i n c i p l e s  
t h a t ,  i n  t u r n ,  are based on the simple bu t  gene ra l  
p ropos i t ion :  people respond t o  i n c e n t i v e s  and d i s incen t ives .  
The problem-with Reaganomics i s  t h a t  its own supply-side 
p r i n c i p l e s  have no t  been app l i ed  t o  t he  development and 
achievement of supply-side goals .  To c o r r e c t  t h i s  r e q u i r e s  a 
radical change i n  t h e  way policymakers are paid. 

I n  t h e i r  search' f o r  an explana t ion  f o r  p o l i c y  
fa i lures ,  admin i s t r a t ion  supporters have f o r  t he  past twenty 
years poin ted  t o  t h e  lack of p o l i t i c a l  gumption among 

I 
! 
I 
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policymakers i n s i d e  and o u t s i d e  the  White House and 'congress  
i n  making "tough" budgetary dec i s ions ,  i n  o the r  words, 
handl ing t h e  p o l i t i c a l  consequences of ba lanc ing  t h e  budget by 
either r a i s i n g  t a x e s  or  reducing expendi tures .  The problem 
may be more fundamental. I t  may e x i s t  because policymakers -- 

. even those  steeped i n  supply-side p r i n c i p l e s  -- have l i t t l e  or 
no i n c e n t i v e  t o  do what w e  rind they  want t o  do, t h a t  is, 
reduce budgetary deficits ,  stimulate growth i n  jobs and 
income, lower i n f l a t i o n ,  and i n c r e a s e  the  s t a b i l i t y  of t h e  
money stock. These policymakers, l i k e  t h e  p o l l u t e r s ,  may be 
w i l l i n g  t o  suppor t  p o l i t i c a l l y  imposed r e s t r i c t i o n s ,  which may 
come i n  t h e  form of incen t ives ,  .on t h e i r  own behavior t o  do 
what i s  i n  their  common i n t e r e s t .  

Members of Congress r ece ive  an annual salary of 
$60,000 a y e a r r  no matter i f  t h e  def ic i t  i s  $50, $100, or $200 
b i l l i o n .  S imi l a r ly ,  t h e  P res iden t  is  pa id  $200,000 annual ly ,  
regardless of t h e  s ta te  of the  economy. Members of t he  Board 
of Governors and ' the  Open Mark-et Committee of the  Federal 
Reserve System are paid a' f i x e d  amount wi thou t  regard for the  
rate of t h e  growth i n  t h e  money s tock  d i r e c t l y  under the i r  , 

c o n t r o l  or  t h e  rate of i n f l a t i o n  i n d i r e c t l y  related t o  their  
c o n t r o l  of t h e  money stock. 

While a t t r i b u t i n g  blame for the  "excessive" government 
. spending t o  o t h e r s ,  Members of Congress claim t h a t  achieving a 

balanced budget is "impossible" or "impractical." The Federal 
Reserve argues t h a t  it does not  know how t o  keep t h e  growth i n  
t h e  money stock w i t h i n  the  bounds of its own self-imposed 
"growth targets." The c i r c u l a r i t y  of blame is complete: The 
P res iden t  blames Congress and the Federal Reserve for 
excess ive  spending and money growth. The Congress blames t h e  
P res iden t  for lack of e f f e c t i v e  leadership and f o r  fol lowing 
"voodoo economics" by " d r a s t i c a l l y "  c u t t i n g  t a x e s  i n  1981, and 
it blames t h e  Federal Reserve for high i n t e r e s t  rates t h a t  

Congress and t h e  P res iden t  f o r  t h e  deficits  t h a t  push up 
i n t e r e s t  rates whi l e  they pressure t h e  Fed t o  expand the  money 
s tock.  
accepted. 

' deter growth. The Federal Reserve chairman blames t h e  

Tge blame is  f u l l y  d i f fused ,  therefore, nowhere 

Of course, t h e  va r ious  claims of Congress, t h e  
P res iden t ,  and t h e  Federal Reserve a l l  have an element of 
t r u t h .  The lack of blame is  indigenous t o  t h e  i n c e n t i v e  
system that has been constructed.  If Texas Instruments  
execut ives  were paid t h e  same way as  Members of Congress, t he  
P res iden t ,  and t h e  Board of Governors, one could accu ra t e ly  
f o r e c a s t  t h a t  Texas Instrument execut ives  would hum a similar 
chorus. They, too,  would complain t h a t  j ugg l ing  their  
i n v e n t o r i e s  t o  meet m a r k e t  demands would be a d i f f i c u l t ,  i f  
n o t  an impossible, undertaking. They a l s o  would attempt t o  
s h i r k  r e s p o n s i b i l i t y  f o r  t he  f i n a n c i a l  h e a l t h  of t h e  company. 
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Given the  magnitude of t he  l o s t  o u t p u t  l i n k e d  t o  
federal deficits ,  it is  t i m e  t h a t  t he  n a t i o n  s e r i o u s l y  r e th ink  
t h e  way i n  which policymakers are paid, recognizing t h a t  they  
are much l i k e  the rest of Americans: they  too respond t o  
r e g u l a t i o n  and incen t ives .  W e  can s ta r t  by provid ing  
r e p r e s e n t a t i v e s  and s e n a t o r s  w i t h  monetary i n c e n t i v e s  t o  
e l i m i n a t e  def ic i t  spending. 

d e f i n i t e  merit (cons ider  t h e  balancgd budget-tax l i m i t a t i o n  
amendment c u r r e n t l y  before .Congress ) I  it could be y e a r s  
before it becomes law. Before then, a new i n c e n t i v e  pay 
system f o r  Congress can be inaugurated.  T h i s  r i g h t f u l l y  can 
be called a "deficit pay schedule" because it pegs the  pay of 
Members of Conggess t o  t he  actual budget def ic i t  of . the 

While o u t r i g h t  p r o h i b i t i o n  of def ic i t  spending has 

year.  

To s tar t ,  the  honor and r e s p o n s i b i l i t y  of being an  
elected U.S. r e p r e s e n t a t i v e  would be recognized by r a i s i n g  t h e  
annual pay t o  $500,000. B u t  t h i s  s a l a r y  would be trimmed 
according t o  a scale l i n k e d  t o  budget deficits .  For every 
$20=Qi l l ion  of a d d i t i o n a l  def ic i t ,  for example, pay would be 
c u t .  TPn minimum pay would be held a t  its c u r r e n t  l e v e l  of 
$68,880. Rea l iz ing  t h a t  each success ive  $20-bi l l ion 
reduct ion  i n  t h e  def ic i t  is more d i f f i c u l t  t o  achieve  and each 
increment i n  congress iona l  pay may be worth less t o  t h e  
Members, e s p e c i a l l y  after p rogres s ive  income taxes are 
applied, each success ive  marginal reduct ion  i n  t he  def ic i t  
should be accompanied by a progress ive ly  greater marginal 
i nc rease  i n  pay. Using these- p r i n c i p l e s ,  t he  fol lowing pay 
schedule could apply : 

Table 2. Deficit Pay Scedule 

Congressional . Budget 
Annual Pay Deficit . 

$500,000 

$300,000 

$175,000 

$ 75,000 

$ 60,000 

Balanced Budget , 

$20 b i l l i o n  

$40 b i l l i o n  

$6 0 b i l l  i o n  

$80 b i l l i o n  
~~~ ~ 

We need n o t  make t he  Members worse o f f  than  they  are 
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c u r r e n t l y .  
their  job,  much as they  might provide i n c e n t i v e s  f o r  welfare 
r e c i p i e n t s  t o  move o f f  pub l i c  relief.  

W e '  need only provide them' wi th  an i n c e n t i v e  t o  do 

PROBLMS WITH THE SOLUTION 

Admittedly, the  proposed pay system f o r  Congress is 
n o t  pe r fec t .  Problems abound, s e v e r a l  of which can be 
reso lved  w i t h  a d d i t i o n a l  r u l e s  for the  s t r u c t u r e  of 
congress iona l  pay. For example, such a pay schedule  provides  
no i n c e n t i v e  for Members of Congress t o  c o n t r o l  i n f l a t i o n  and 
t a x  rates. The budget could be balanced by legis la ted t a x  
i n c r e a s e s  and/or i n f l a t i o n  induced t a x  inc reases .  The 
i n f l a t i o n  problem can be guarded a g a i n s t  i n  two ways. First ,  
'overcompensate' Members of Congress i n  t h e  sense  t h a t  their  

. congress iona l  pay exceeds the i r  v i a b l e  a l t e r n a t i v e  pay i n  t h e  
p r i v a t e  s e c t o r .  A reduct ion  i n  purchasing power of the  
Members' pay, brought about by i n f l a t i o n ,  would then  mean a 

. true economic l o s s  t o  t he  Members. Second, disconnect ,  t o  the  
e x t e n t  possible, t h e  pay of Congress from the i n f l a t i o n  rate. 
The Members' pay could be ad jus ted  a t  the same time 
congress iona l  seats are reapport ioned,  meaning t h e  real 
purchasing power of congress iona l  pay could erode wi th  t h e  
forces of i n f l a t i o n  for as many as t e n  years .  Granted, a t  t he  
end of t he  decade j u s t  before the  pay schedule were adjusted,  
Members would lose much of their  pay i n c e n t i v e  t o  work toward 
t h e  c o n t r o l  of i n f l a t i o n .  Although d e f e c t i v e  i n  t h i s  regard, 

' t h e  proposed system would be an improvement over t h e  c u r r e n t  
system, which a l lows  Members of Congress t o  adjust  t h e i r  pay 
f o r  i n f l a t i o n  whenever they  th ink  it is  p o l i t i c a l l y  expedient  
t o  do SO. 

The problem of balancing budget v i a  t a x  i n c r e a s e s  
cou ld .be  p a r t i a l l y ,  b u t  no t  completely, resolved by imposing a 
rule  on Congress t h a t  t h e  t a x  rate i n c r e a s e s  imposed on t h e  
gene ra l  public w i l l  t r a n s l a t e  i n t o  a more seve re  pena l ty  on 
r e p r e s e n t a t i v e s  and sena tors .  Curren t ly ,  t he  con t r a ry  is 
true. Members of Congress have exempted themselves from 
social s e c u r i t y  t a x e s  and have provided themselves wi th  many 
nontaxable perquisites of o f f i c e  and deduct ions f o r  l i v i n g  and 
working i n  Washington. Spec ia l  t a x  p r i v i l e g e s  f o r  Members 
should be prohib i ted .  How genera l  t a x  rate i n c r e a s e s  are 
converted i n t o  more seve re  p e n a l t i e s  on Congress is l a r g e l y  . 

arbitrary.  The important  po in t  is  t h a t  cons ide rab le  i n c e n t i v e  
t o  balance the  budget must  remain i n  t he  def ic i t  pay schedule  
after t a x e s  and a d e f i n i t e  mathematical l i n k  m u s t  be 
established and maintained between the  t a x  rates imposed on 
t h e  pub l i c  and t h e  t a x  rates imposed on t h e  Congress. 

One possible r u l e  (and t h e  possibilities are 
numerous): ad jus t  t h e  def ic i t  pay schedule i n v e r s e l y  t o  t h e  
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percentage of t h e  n a t i o n ' s  income going t o  taxes. An i n c r e a s e  
i n  t a x  rates imposed on t h e  general publ ic  would then mean a ' 

downward s h i f t  i n  t h e  de f i c i t  pay schedule . .  The de ta i l s  of 
t h e  pay schedule  could be so cons t ruc t ed  t h a t  Members r e t a i n  a 
s t r o n g  i n c e n t i v e  t o  balance the budget b y - c o n t r o l l i n g  
expendi tures  rather than by r a i s i n g  taxes .  Again, t he  
important  p o i n t  is t h a t  a mathematical l i n k  m u s t  be 
established between t h e  t a x  rates imposed on the  publ ic  and 
t h e  burden imposed on Members of Congress. 

Inhe ren t  i n  any pay schedule  t h a t  provides  i n c e n t i v e s  
for congressmen t o  balance t h e  federal budget is t h e  r i s k  of 
t o o  seve re ly  tunnel ing  the  s o c i a l  v i s i o n  of policymakers whose 
g o a l s  are n e c e s s a r i l y  var ied.  The def ic i t  pay system could be 
so cons t ruc t ed  t h a t  Members of Congress a l low other. s o c i a l  and 
defense g o a l s  t o  go unattended. The proposal  being tendered 
here is in tended  no t  t o  unbalance budgetary outcomes, b u t  t o  
correct a cbmmonly acknowledged imbalance between t h e  
poli t ical  i n c e n t i v e s  of Members o f ' c o n g r e s s  t o  spend and t h e  
lack of po l i t i ca l  i n c e n t i v e s  of those same Members t o  raise 
revenue and balance the  budget. The t a s k  f a c i n g  those who 
a c t u a l l y  c o n s t r u c t  the de f i c i t -pay  schedule is t o  "tilt" t h e  
i n c e n t i v e  system toward, b u t  not  n e c e s s a r i l y  a, a balanced 

' budget. With t h e  new pay system, Members of Congress s t i l l  
can express  their  devot ion  t o  p r i n c i p l e s  of social welfare and 
n a t i o n a l  defense;  they  s t i l l  can u s e  the  budgetary process t o  
pursue pure ly  p o l i t i c a l  o b j e c t i v e s ;  they  s t i l l  can run 
budgetary deficits .  They w i l l - h a v v ~ ~ ~  t- 

defici ts  can be expected. As i n  the  example of environmental 
economics, r e s u l t i n g  budget def ic i ts  can be ad jus ted  by 
marginal changes i n  t he  i n c e n t i v e s  b u i l t  i n  t o  t h e  def ic i t  pay 
schedule. 

. To that  e x t e n t ,  lower 

A pay schedule  l i k e  the example i n  Table 2 is c l e a r l y .  
expensive. If  t he  annual de f i c i t  of t he  United States were 
reduced from over $80 b i l l i o n ,  where Congress' own budget 
o f f i c e  p r o j e c t s  it t o  be f o r  t h e  next  s e v e r a l  years ,  t o  zero,  
t h e  pay of Members of Congress would skyrocket.  The 
addlfslonal pay f o r  t h e  535 s e n a t o r s  and r e p r e s e n t a t i v e s  would 
be s l i g h t l y  more than  $235 mil l ion .  Achieving a balanced 
budget a t  t h i s  expense should, however, be a bargain.  I f  t he  
economic harm of government def ic i t  spending i s  no t  greater 
than a quarter of a b i l l i o n  d o l l a r s ,  a l l  t h e  concern about 
federal def ic i t s  has s u r e l y  been misplaced. 

. .  

The def ic i t  pay schedule  does no t  f u l l y  c o r r e c t  t he  
problem-of " b i l l  p o l l u t i o n , "  t h a t  is, t h e  tendency of 
i n d i v i d u a l  Members of Congress t o  propose new government 
programs. Even w i t h  t he  deficit-pay system i n  f o r c e ,  
i n d i v i d u a l  Members may cont inue  t o  propose new expendi ture  
programs, hoping t h a t  t h e  d e f i c i t  w i l l  be reduced by t h e  
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rates). And t h e  P r e s i d e n t ' s  annual pay could s t a r t  a t  $1 
m i l l i o n  and be reduced w i t h  i n c r e a s e s  i n  a composite economic 
i n d i c a t o r  such as the  "misery index" (which is t h e  sum of t he  
i n f l a t i o n  and unemployment rates). These pay schedules  do not  
have t o  be so narrowly cons t ruc ted  t h a t  t he  Board would choose 
t o  do nothing b u t  hold t h e  money growth rate t o  t he  target 
rate or t h a t  t he  P res iden t  would s e e k  no other o b j e c t i v e  than 
t o  minimize t h e  "misery index." As noted i n  t he  d i scuss ion  of 
congress iona l  pay, t h e  schedules need only tilt i n c e n t i v e  
s t r u c t u r e  toward, b u t  no t  n e c e s s a r i l y  a l l  t he  way to,  the  
achievement of s p e c i f i e d  n a t i o n a l  goa l s ,  those deemed worthy 
of special a t t e n t i o n .  

defeat of a l l  t h e  o the r  b i l l s  introduced by other Members. 
Y e t  the  def ic i t  pay system w i l l  i nc rease  the  a t t e n t i o n  Members 
are l i k e l y  t o  g i v e  t o  t he  c o s t s  of l e g i s l a t i o n  introduced by 
others as w e l l  as i n c r e a s e s  r e s i s t a n c e  t o  an expansion of 
expendi tures .  To t h i s  e x t e n t ,  t h e  de f i c i t -pay  system w i l l  act 
as a brake on t h e  growth of government. 
use of t a x e s  and a decrease i n  t h e  use  of def ic i ts  t o  f inance  
government o u t l a y s  should f o r t i f y  vo te r  r e s i s t a n c e  t o  
p o l i t i c i a n s  who favor  new and expansive government programs. 

An i n c r e a s e  i n  t h e  

F i n a l l y ,  w i th  pay t ied t o  computed deficits, Congress 
w i l l  have an i n c e n t i v e  t o  s h i f t  government suppor t  of s o c i a l  
goals from on-budget expendi tures  t o  off-budget programs and 
l o a n  guarantees  and t o  impose r e g u l a t i o n s  on the  p r i v a t e  
s e c t o r  t h a t ,  j u s t  l i k e  t axes ,  d i s t o r t  market prices. Such 
forms of government i n t r u s i o n  i n  t h e  p r i v a t e  s e c t o r  have 
become so widespread t h a t  t h e  concept of t he  "government 
budget" w i l l ,  sooner or la ter ,  have t o  be broadened t o  i nc lude  
them. The i n s t a l l a t i o n  of t h e  de f i c i t -pay  system must be 
predicated on recognizing a more i n c l u s i v e  concept of t he  
federal budget. 

CONCLUSION 

The p a r t i c u l a r s  of t h e  i n c e n t i v e  pay s o l u t i o n  are less 
important ,  however, than t h e  underlying p r i n c i p l e  t h a t ,  i n  
every sphere of human endeavor, there is need t o  convert  t h e  
publ ic  i n t e r e s t s  i n t o  private i n t e r e s t s .  1 n . p r i v a t e  dea l ings ,  
t h e  market m a k e s  t h a t  conversion t o l e r a b l y  w e l l .  I n  seeking 
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p r i v a t e  p r o f i t s ,  en t r ep reneur s  tend t o  produce what members of 
t he  g e n e r a l  p u b l i c  want a t  compet i t ive  prices. 
good t h a t  is achieved is not ,  f o r  the  most p a r t ,  created ou t  
of l o v e  of country or a sense  of duty  t o  higher  p u b l i c  
o b j e c t i v e s ,  b u t  o u t  of s e l f - i n t e r e s t .  

The gene ra l  

I n  p u b l i c  dea l ings ;  w e  need similar dev ices  t o  convert  
p u b l i c  i n t e r e s t s  i n t o  p r i v a t e  i n t e r e s t s  f o r  those who make and 
conduct po l icy .  
elected r e p r e s e n t a t i v e s  accountable  f o r  what they do. . The 
modern h i s t o r y  of e s c a l a t i n g  government deficits ,  accompanied 
by r i s i n g  unemployment and i n f l a t i o n  rates, however, is  ample 
.testimony t o  t h e  need for other devices.. The balanced 
budget-tax l i m i t a t i o n  amendment w i l l  help;  it w i l l  pu t  
pressure on Congress t o  balance i ts  budgets, and marginal ly  
lower deficits  ( n o t  a balanced budget) can be expected. Y e t  
Members of Congress w i l l  need a d d i t i o n a l  i n c e n t i v e s  t o  abide 
by t h e  Cons t i t u t ion .  Pa t r io t i sm,  sense  of duty t o  country,  
and p u b l i c  opinion have proved t o o  weak f o r  the t a s k  of making 
public and p r i v a t e  i n t e r e s t s  compatible and synerge t ic .  

congress iona l  i n c e n t i v e  system can be conceptual ized.  The . 

Catch l i e s  i n  convincing Members of Congress t h a t  they should 
set  up an i n c e n t i v e  system t h a t  w i l l  result  i n  a lower def ic i t  
than  they would otherwise choose. 

Competit ive politics helps t o  hold American 

The good news is t h a t  mechanisms for a l t e r i n g  t h e  

Richard McKenzie is on l e a v e  from ClemsOn Univers i ty  
where he is Professor of Economics. H i s  most r e c e n t  books are 

Press, 1982) and, as e d i t o r ,  Plant: BaUi,s_lorerivate 
Chaic_es (Washington, D.C.: C a t 0  I n s t i t u t e ,  1982).  

(Stanford,  Ca l i fo rn ia :  Hoover I n s t i t u t i o n  
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Notes 

'Off-budget o u t l a y s  averaged nea r ly  $13 b i l l i o n  

2See Richard B. McKenzie, "Supply-side Economics and 

between 1976 and 1981. 

t h e  Vanishing Tax C u t , "  A t l an ta  Federal Reserve &QIWJ& 
(May 1982) ,  pp. 28-24: and U.S. Department of t h e  

Treasury,  Summary of Staff Papers on Scheduled Tax Changes 
(June 15 ,  1982) . 

3For a comparative a n a l y s i s  of t h e  r e l a t i v e  f iscal  

(New York: Basic Books, 1978);  and James M. Buchanan, 

decept ion of taxes and debt,  see James M. Buchanan and Richard 
E. Wagner, Dem9crac_vin: ; 
"Debt, Demos, and t h e  Welfare State," a paper presented  a t  t h e  
1982 annual meeting of t h e  Western Economic Assoc ia t ion  ( J u l y  

. .  . .  

19,  1982)-  

. .The 4Buchanan and Wagner, D~flClf . .  
"balanced budget norm' was t h e  commonly held view among 
p o l i t i c i a n s  through t h e  1950s t h a t  t h e  federal budget must be 
balanced. 

5The purpose here is not  t o  debate t h e  r e l a t i v e  merits 
. of t h e  a l t e r n a t i v e  s o l u t i o n s ;  t h a t  task has  been handled 

admirably elsewhere. Rather,  t h e  purpose is  .simply t o  note  
t h e  gene ra l  n a t u r e  of t h e  so lu t ion :  t h e  i n s t i t u t i o n a l i z a t i o n  
of p r i v a t e  i n c e n t i v e s  t o  r e a l i g n  the  a l l o c a t i o n  of resources.  
For a d i s c u s s i o n  of t h e  p o l l u t i o n  problem as seen from t h e  
p e r s p e c t i v e  of a proper ty- r igh ts  paradigm, see Hugh H. 
Macaulay and T. Bruce Yandle, t h e  

'Apparently, Members of Congress have been reasonably 
successful i n  d i s p e r s i n g  blame for government d e f i c i t s .  A 
mid-1982 Gallup Po l l  found t h a t  t h e  p u b l i c ' s  d i sapproval  
r a t i n g  f o r  Congress as a whole was s u b s t a n t i a l l y  g r e a t e r  than 
c o n s t i t u e n t s '  d i sapproval  r a t i n g  of t h e i r  r e p r e s e n t a t i v e ,  "The 
Gallup P o l l :  Only 46% Can N a m e  Congressional Representat ive,"  

'See Alvin Rabushka,  A C\ 

. Warkef (Lexington, Mass.: Lexington Books, 1974) . 

(August 1, 1982) p. A3. 

(Washington: Nat ional  Taxpayers' Foundation, 1982).  

preceding year  i n  order  t o  avoid misleading f o r e c a s t s  t h a t  
would be p r e s e n t  if pay were related t o  projected or estimated 
deficits  

than  t h e  one suggested, providing f o r  adjustments  i n  

8The pay of Members i s  related t o  the  de f i c i t  of the  

'The pay schedule  could,  of course,  be more detailed 
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congress iona l  pay f o r  every $1 or $5 b i l l i o n  change i n  t h e  
budget deficit .  

"We need n o t  p e n a l i z e  r e p r e s e n t a t i v e s  by reducing 
their  pay below what it is  now. W e  need only provide them 
wi th  an i n c e n t i v e  t o  balance t h e  budget. 

Try Indexing Salaries a t  t h e  Board of Governors," Pathfinder 
(July/August 1981) 

"Morgan Reynolds, " Incent ives  Vs. Bad Money: L e t ' s  


