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The Public Choice Revolution

N THE 1950s and 1960s, economists with

rare exception treated government as a
corrective device available to right the
economic wrongs of this world. While
hypothetical competitive markets allocated
resources efficiently, the real world was
characterized as being replete with market
failure. Externalities, public goods, lack of
competition, and imperfect information all
were thought to plague market economies.
Economists typically saw their function as
one of developing “solutions,” which in turn
would be faithfully adopted by democratic
governments to promote the general wel-
fare.

Despite this near consensus within the
academy, thoughtful students of that era
were troubled by the chasm that separated
the classroom view of government from
simple observations of the real world. It did
not take a genius to determine that real world
governments not only failed generally to
adopt the optimal solutions of economists,
but often intervened in ways that promoted
economic inefficiency, thereby clashing
sharply with the economists’ prescriptions
for good government. For example, while
most economists opposed tariffs, particularly
those protecting concentrated industries
such as steel and automobiles, the political
process nonetheless led to trade restrictions
in these areas. Similarly, while most econo-
mists opposed agricultural price supports,
minimum wage legislation, rent controls,
and various government-imposed barriers
restraining market competition, such poli-
cies seemed to be a natural outgrowth of the
political process. Observing the policies of
the real world, many students of economics
during the 1950s and1960s found them-
selves asking: “If government is a device for
correcting market failure, why do govern-

ments often adopt policies that are obviously
wasteful and inefficient?”

The public choice revolution provided the
answer. Government is not a corrective
device. It is not a pinch hitter we can counton
to supply a base hit whenever we fear the
market might strike out. Government is nota
person, it has no mind or conscience. It is
simply a set of processes by which people re-
late to one another. Governmental decisions
and policies are simply the outcomes of the
interactions of the people who relate to one
another through a particular political system
or constitutional order. If we want to know if
and when government can be expected to
yield preferable outcomes compared to the
market, we must systematically analyze how
the political process works. This is precisely
what public choice theory does. Public
choice analysis is to government what
traditional economic analysis is to markets.

Public Choice and the Political Process

During the last 25 years, public choice
scholars have made great strides in expand-
ing our knowledge of how democratic politi-
cal processes work. Public choice, which
has now developed to the point where one of
its founders, James M. Buchanan of George
Mason University, was awarded in 1986 the
Nobel Prize in Economics, is often described
as representing the application of economic
reasoning to politics.' Just as economic
reasoning holds that people are predomi-
nantly self-interested creatures, so public
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choice holds that political processes are
likewise dominated by self-interest. This is
not to deny the existence of benevolence, but
only to note that benevolence providesanin-
adequate basis for social organization. Self-
interest is pervasive in the organization of
human affairs and it would be futile and
foolish to think otherwise. As Adam Smith
noted: “It is not from the benevolence of the
butcher, the brewer, or the baker that we ex-
pect our dinner, but from their regard to
their own interest. We address ourselves not
to their humanity but to their self-love, and
never talk to them of our own necessities but
of their advantages.”

Just as economics studies the interactions
among self-interested creatures within mar-
ket processes, so public choice does the same
thing within political processes. The voter
who selects among political alternatives is
the same person who selects among market
alternatives. If Jones is influenced by the ex-
pected personal benefits and costs when he
makes choices in the department store, it
makes sense that he will also be influenced
by personal interests when he makes choices
in the voting booth. Similarly, the men and
women working in government as poli-
ticians and bureaucrats are pretty much the
same as their counterparts in the private sec-
tor. If pursuit of such rewards as personal
wealth, power, and prestige motivates peo-
ple in the marketplace, there is every reason
to believe that these same elements will
motivate them in the political arena.’ A pivo-
tal implication of public choice scholarship is

that political outcomes will depend impor-

tantly on how political institutions and con-
stitutional rules influence the incentives peo-
ple face and not just on who in particular is
elected or appointed to political office.

The key players in the democratic political
process are citizen-voters, politicians, and
bureaucrats. While politicians may be moti-
vated by a broad range of factors, their ability
to achieve both private and public objectives
is dependent upon one thing—winning elec-
tions. Understandably, politicians will seek
to promote an image and stake out positions
on issues that will enhance their chances of
winning elections. Just as market entre-
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preneurs pursue profits, politicians pursue
votes.

Political competition more or less forces
politicians to pay primary heed to how their
actions influence their electoral prospects. If
a politician refuses to support policies that
are vote-getters, perhaps because he thinks
the policies are counterproductive or mor-
ally wrong, the politician runs an increased
risk of being replaced by a competitor who is
more strenuous in his search for votes. The
requirements of electoral competition pre-
sent even the most public-spirited politician
with a strong incentive to base decisions
primarily on political considerations. Just as
neglect of economic profit is the route to
market oblivion, so is neglect of potential
votes the route to political oblivion.

While the politician’s position is parallel to
that of a producer in the marketplace, the
voter’s position is parallel to that of a con-
sumer. Just as consumers use dollar votes to
demand market goods, citizens use votes,
lobbying, campaign contributions, and the
like to demand political goods—that s, to try
to bring political outcomes into line with per-
sonal objectives. Many elements may enter
into a voter’s decision concerning which
legislative candidate to support. The televi-
sion image, perceived honesty, communica-
tion skills, and experience of alternative can-
didates may, in varying degrees, influence
the choices of voters. However, the basic
postulate of economics indicates that voters,
like consumers, will ask “What can you do
for me and how much will it cost me?” Other
things remaining constant, voters willtend to
support those candidates whom they believe
will provide them with the most political
goods, services, and transfer benefits net of
personal costs.

In making their choices, however, voters
are likely, by and large, to be poorly in-
formed. It is more likely that a voter will be
struck by lightning on the way to the polls
than it is that his vote will decide who is
elected mayor or county commissioner, to
say nothing of senator or congressional rep-
resentative. Since one vote is not going to
decide who is elected, why should an in-
dividual study the issues and research the



position of alternative candidates? After all,
the outcome will be unaffected regardless of
whether a voter makes an informed choice or
simply chooses on the basis of current
knowledge and vague impressions. Voters
have, at best, a weak incentive to invest the
time and energy required to cast a well-
informed vote. It is not surprising, then, that
few voters are able to accurately identify
their congressional representative, much
less identify and understand the position of
their representatives on issues like minimum
wage legislation, tariffs, or agricultural price
supports. The scanty information voters
have on most political issues—a fact con-
firmed again and again by voter surveys—
merely indicates that they are responding
sensibly to the political incentive structure.
Since it was first articulated by Anthony
Downs in 1957, public choice theorists have
referred to this phenomenon as the “rational
ignorance effect.”

The political process can be visualized as a
complex set of interrelationships among
citizens, politicians, and bureaucrats. Public
choice analysis seeks to understand and
assess the outcomes that emerge from dif-
ferent political processes. Its cardinal pre-
supposition, which was also held by the
Founders of the American constitutional
order, is that a properly functioning political
order depends not on the generosity or the
self-denying capacities of those who engage
in political activity, but on the presence of a
well-constructed constitutional order that
channels the pursuit of self-interest into
generally desirable directions.

For instance, when the people who pay for
a public sector project are the same as those
who desire or benefit from the project,
democratic political processes generally
work quite well. If a project generates more
value than it costs, most citizens affected by
the project are likely to gain, provided that
taxpayers and beneficiaries are the same
people. Predictably, politicians will be sup-
portive of such productive projects. By the
same reasoning, counterproductive projects
that generate less value than costs will im-
pose losses on most voters, so long as tax-
payers and beneficiaries are the same peo-

ple. Vote-seeking politicians have an incen-
tive to oppose such projects. The general
principle that emerges from this line of
reasoning elaborated by public choice
theory is that so long as government acts in a
non-discriminatory manner, thereby avoid-
ing “the violence of faction,” the individual
pursuit of self-interest within political proc-
esses will tend to be harmonious with the
general or common welfare.’

Public Choice and Democratic Pathology

The theory of public choice has articulated
with contemporary analytical techniques
what was common knowledge among the
Founders of our constitutional order: demo-
cratic political processes can, both through
their police powers and their budgetary
powers, become an instrument of dis-
crimination that accommodates the plunder
of some for the benefit of others.® One of the
major subsets of public choice scholarship
has come to be called the theory of rent-seek-
ing, which is an examination of the various
ways by which government can serve as an
instrument of discrimination and plunder.”
Rather than trying to build that proverbial
better mousetrap, people might lobby for
tariffs or quotas on imports, they might lobby
a safety commission to ban lower cost, com-
petitive mousetraps, or they might lobby to
prevent people from making mousetraps at
home. Rather than applying resources to the
creation of wealth, rent-seeking uses re-
sources to redistribute previously created
wealth.

The incentive to engage in rent-seeking is
directly proportional to the ease with which
the political process can be used to transfer
income and modify existing property rights.
When the effective law of the land makes it
difficult to take the property of others or to
force others to pay for projects favored by
you and your interest group, rent-seeking is
unattractive. Because the benefits of rent-
seeking are relatively low under such cir-
cumstances, few resources flow into rent-
seeking activities. But when government
becomes more involved in transfer activities
and when it fails to link its expenditures with
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taxes, the payoff to rent-seeking expands and
rent-seeking attracts resources away from
socially productive activities.

When government gets more involved in
doing good things for some people (for ex-
ample, providing them with direct transfers
or favored programs) by imposing bad
things on others (forcing them to pay for
benefits supplied to others), individuals and
groups will invest more resources into ef-
forts designed to shape political outcomes to
their advantage. Resources that otherwise
would be used to create wealth and generate
income will be “invested” in rent-seeking.
People will spend more time organizing and
lobbying politicians and less time producing
goods and services. The employment of lob-
byists, “expert” witnesses, lawyers, account-
ants, and other political specialists capable of
influencing public policy and/or the size of
one’s tax bill will expand. By contrast, en-
gineers, architects, physical scientists, craft
workers, machine operators and other work-
ers involved in the creation of goods and
services will decline as a share of the labor
force. The size of the economic pie will
decline (or expand less rapidly) as more and
more resources are employed in rent-seek-
ing activities rather than the creation of
wealth. Fewer people will be engaged in
seeking after that proverbial better mouse-
trap as more become engaged in such things
as lobbying for tariffs or quotas on imported
mousetraps or for regulations restricting the
ability of new firms to compete with es-
tablished producers.

As the size of the tax-transfer sector in-
creases, the theory of rent-seeking indicates
that more resources will flow into lobbying,
which is the most visible manifestation of
rent-seeking. The data are consistent with
this view. Between 1976 and 1983 the num-
ber of lobbyists registered with the federal
government rose from 3,420 to 6,500, an in-
crease of 90 percent in 7 years. As recently as
1979 New York City had twice as many
national trade associations as Washington,
D.C. By 1983 the number of Washington
trade associations exceeded New York’s by
nearly 20 percent. A recent study found that
65 percent of the chief executive officers of
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the top 200 Fortune firms are in Washington
on business at least once every two weeks,
up from 15 percent a decade ago.? When the
political process makes transfers more likely,
an increase in rent-seeking and a decrease in
wealth creation are natural outcomes.
Viewed in this light the economic stagnation
in personal disposable incomes during the
past two decades is not surprising. It is a
man-made and not a “natural” occurrence.

Sources of Democratic Pathology

The democratic pathologies characterized
by the theory of public choice arise out of
some institutional features that distinguish
political processes from market processes.
Those features lead to a predominance of
special over general or common interests,
produce a shortsightedness within govern-
ment, and promote waste through the
bureaucratic form of organization.

In contrast with the situation when the
benefits and costs of individual voters are
closely linked, the political process goes
awry when the two are disconnected and fis-
cal discrimination arises. Special interest
issues—policies that provide substantial per-
sonal gain to a concentrated group of
beneficiaries at a cost which is spread widely
among voters—illustrate the troublesome
features of fiscal discrimination, as a com-
parison of the political gains a vote-seeking
politician can expect from supporting the
special interest relative to the disorganized
majority shows. Since the personal stake of
the concentrated beneficiaries is substantial,
they have a strong incentive to inform them-
selves and their allies and to let candidates
(and legislators) know how strongly they
feel about the issue. Many such benefici-
aries—perhaps as illustrated by, among
others, social security recipients or protected
industries—will vote for or against politi-
cians almost exclusively on the basis of
whether those politicians support their in-
terests. Such concentrated beneficiaries will
also use financial assistance and work to sup-
port politicians who are receptive to their
views and oppose those who are not.

By contrast, consider the probable political



consequences a representative could expect
from the support of the interests of the dif-
fuse majority—the ordinary taxpayer if you
like. Voters who have only a small personal
cost imposed on them by special-interest
measures will care little about the issue. Most
likely, they will be rationally uninformed
(remember the rational ignorance effect)
since the time and energy necessary to ex-
amine the issue and figure out its impact will
be more costly than it is worth, particularly if
the issue is fairly complex. And even if the
diffuse majority of citizens is informed on
the issue, they will not feel very strongly
about it because it exerts little impact on their
personal welfare.

If you were a vote-seeking politician, what
would you do? Clearly, you would gain little
from supporting the interest of the largely
uninformed and disinterested majority. An
astute politician would almost surely sup-
port the special, concentrated interest over
the general, diffused interest. Support of the
special interest is capable of providing ad-
ditional votes, campaign workers, and per-
haps most importantly, campaign con-
tributions. In turn, the finances supplied by
the special interest can be used to buy media
time and take other steps to win the support
of other voters.

When the benefits are concentrated and
the cost diffused, politicians will be led as if
by an invisible hand to serve the purposes of
the well-organized, concentrated benefici-
aries.’ This is true even if the project reduces
the size of the economic pie. Much economic
inefficiency emanates from this deficiency of
the political process. For example, consider
the case of the roughly 11,000 sugar farmers
in the United States. The cost of producing
sugar in the U. S. is three or four times higher
than production costs in many other coun-
tries, particularly in the Caribbean. Nonethe-
less, Congress has instituted import restric-
tions and price supports which have pushed
the U. S. price above 20 cents per pound
compared to the 7 cents per pound price on
the world market. As of 1986 the average
U.S. resident pays approximately $6 more
for sugar each year than would otherwise be
the case, while the 11,000 sugar farmers gain

$1.5 billion in gross income, approximately
$130,000 per farm. Of course, the average
(“rationally ignorant”) voter is totally un-
aware that special interest policies have
pushed up the price of sugar, while the sugar
farmers are among the leading contributors
to those politicians who exert a key impact
on agricultural policy. As a nation we are
poorer, because we could buy sugar cheaper
than we can raise it. Nonetheless, the con-
tinuation of the program under both Repub-
lican and Democratic administrations in-
dicates that catering to the concentrated
interests of the sugar industry is “good
politics” even if it is “bad economics.”

The special interest effect helps to explain
the presence of tariffs and quotas on steel,
automobiles, textiles, and several other prod-
ucts. Regulations mandating that Alaskan
oil be transported by the high cost American
maritime industry reflect the industry’s
political clout, not its economic efficiency.
Acreage restrictions and price supports on
feed grains, tobacco, and peanuts generate
waste and promote the adoption of ineffi-
cient production methods. Nonetheless,
they survive in the political marketplace
because agricultural pressure groups sup-
port such policies while most others are
largely disinterested and uninformed. Fed-
erally-funded irrigation projects, subsidized
grazing rights, subsidized loans, subsidies to
airports—the list goes on and on. Policy in
each of these areas is rooted in the special in-
terest effect and not in sound economic doc-
trine. While each such program individually
imposes only a small drag on our economy,
in the aggregate they drain our resources,
threaten our standard of living, and impair
our liberty.

What happens prior to the next election is
of crucial importance to incumbent poli-
ticians. Since issues of public policy are
usually complex, it is often difficult for voters
to anticipate future benefits and costs ac-
curately. To the extent this is so, voters will
tend to judge incumbents primarily on the
basis of economic conditions around elec-
tion day. Therefore, policies that improve the
state of affairs prior to an election will be at-
tractive to politicians, even if those policies
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are likely to have substantial negative conse-
quences after the election. On the other
hand, policies that impose costs now but
whose benefits will emerge only after the
next election will reduce the reelection pros-
pects of incumbents. As a result, the political
process is biased toward the adoption of
shortsighted policies and against the selec-
tion of sound long-range policies.

Essentially, legislators can claim credit—
whether rightly or wrongly is irrelevant—for
benefits (for example, improvements in the
economy) that accrue prior to the next elec-
tion, but they have much less ability to claim
credit for prospective benefits subsequent to
the election. Unlike their market counter-
parts, who can borrow against anticipated fu-
ture benefits to stay in business now,
politicians have limited ability to capture
prospective future benefits from wise deci-
sions. As a result, politicians tend to ex-
aggerate the importance of policy impacts
prior to the next election and to discount ex-
cessively their post-election consequences.

This shortsightedness often leads to a con-
flict between good politics and sound eco-
nomics. Even counterproductive policies can
enhance the election prospects of politicians
when the short-term results differ substan-
tially from the effects over a longer time
period. Unfortunately, this is often the case
with economic issues. Examples abound. Fi-
nancing government by monetary expan-
sion is likely to stimulate employment and
output in the short-run, even though infla-
tion, uncertainty, and instability are side-
effects observable in the long run. Borrowing
to finance short-term programs that benefit
coveted voting blocks is attractive even
though the long-term result will be higher
real interest rates, less capital formation, and
higher future taxes. Rent controls may re-
duce rental housing prices in the short-term,
but at the price of housing shortages, black
markets, and a deterioration in housing
quality in the long run. In each case, the posi-
tive short-term effects strengthen the politi-
cal attractiveness of policies that are general-
ly detrimental in the long run.

The day-to-day functions of government
are performed by bureaus, which derive
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most if not all of their revenues from the peri-
odic appropriations of the legislature rather
than from the direct sale of output to con-
sumers. In effect, the legislative body sup-
plies the bureau with a budget along with in-
structions for dealing with its assigned tasks.
The function of the bureau is to transform
the budget into public services.

If bureaucrats are pretty much like the rest
of us, neither more nor less virtuous or self-
interested, it is useful as a first approximation
to view them as seeking to maximize the size
of their bureau’s budget.”’ A larger budget
will enhance the opportunities and re-
sources available throughout the bureau. As
the bureau expands, the power, prestige,
salary and other benefits to bureau managers
will generally increase. At the middle and
lower levels of employment, a larger budget
and an expanding bureau will offer ad-
ditional job security and possibilities for pro-
motion. Larger budgets are also likely to
generate additional funds for office space,
furniture, travel, and other resources that im-
prove the work environment of bureaucrats.
Almost every bureaucrat can expect to gain
something from the growth of the bureau; it
is surely a rare bureaucrat who would lose as
the result of an expansion in the bureau’s
budget. Therefore, the people who staff the
bureau can be expected to develop and unite
behind a strategy designed to increase the
size of the bureau’s budget.

Political competition might seem to pro-
vide legislators with an incentive to curb in-
efficient performance by public sector sup-
pliers. However, there are several reasons
why it will be extremely difficult for a legisla-
tive body to control the cost effectiveness ofa
bureau and promote operational efficiency,
particularly when the bureau is a monopoly
supplier. Bureaus do not have an easily iden-
tifiable “bottom line,” analogous to the net
income of a corporation, that might be used
to judge the bureau’s performance. The ab-
sence of a well-defined index of performance
provides managers in the public sector with
considerably more leeway to gloss over inef-
ficiency and to pursue personal objectives
than is available to their counterparts in the
market sector. Neither do bureaus confronta




mechanism, like bankruptcy in the private
sector, capable of bringing inefficient proj-
ects to a halt. In fact, failure to meet objec-
tives often generates pressure for larger ap-
propriations in the public sector. If the crime
rate is rising, crime prevention agencies will
lobby for additional funds. If schools are
plagued with discipline problems and low
achievement scores, public school adminis-
trators and unions will demand more funds.
If the Department of Defense is beset with
cost overruns, you can bet that supplemental
appropriations will be requested.

The major source of information with
regard to the bureau’s performance invari-
ably comes from a biased source—the bur-
eau itself. In addition, bureaucratic suppliers
and their clients often constitute concen-
trated interests capable of influencing legis-
lative action. All of these factors combine to
reduce both the ability and the incentive of
legislative overseers to control the cost of
bureaucratic suppliers. It is important to note
that the fault lies with the organizational
structure and not with the character of public
sector employees. On the whole there is no
reason to think that government employees
are less competent, less energetic, or less
committed to their work than other workers.
Nonetheless, given the incentive structure
under which they toil, bureaucratic inef-
ficiency is a predictable result.

Constitutional Implications of
Public Choice

Both bad news and good news flow from
public choice analysis. The bad news is that
unconstrained democratic government is far
from being a corrective device, and is rather
itself a major source of economic waste and
inefficiency. Unless somehow restrained
constitutionally, democratic governments
will often enact programs that wdste re-
sources and impair the general standard of
living of their citizens. In the language of
economics, the world is beset not only by
“market failure” but also by “government
failure.” Therefore, we must understand
how both market and political processes
work before we can judge which is likely to

be more consistent with economic efficiency
and the general welfare. Merely because the
market fails to meet someone’s hypothetical
idealized conditions for economic efficiency
(what economists call pareto optimality), it
does not follow that government interven-
tion will improve the situation. In like man-
ner, just because the market does not achieve
what someone perceives as a fair distribution
of income, it does not follow that the political
process will do better.

In the aftermath of the public choice
revolution, sound economics must be com-
parative economics. Economists who for-
mulate optimizing solutions to market fail-
ure that are inconsistent with the operation
of political organization might as well be
spending their time working crossword puz-
zles. The real value of economics, at least
with respect to questions of public policy,
lies in its ability realistically to compare the
properties of different institutional frame-
works guiding the organization of economic
activity. Expected outcomes under market
organization (in its various forms) must be
compared with expected outcomes under
political organization (in its various forms).
Unless we follow this approach, we are as
George Stigler once stated, like the judge
who after hearing the first contestant sing,
immediately declared the second contestant
the winner.

Fortunately, there is also good news aris-
ing from the public choice revolution: if the
rules of politics are structured properly,
which is a task for constitutional construction
as the authors of The Federalist recognized,
many of the adverse consequences of the
political process can be limited. Public choice
theory provides insights into how this might
be accomplished—that is, how political in-
stitutions and rules can be designed in a
manner which will direct the self-interest of
political players to the furtherance of the
general welfare.

The major problems of political organiza-
tion emanate from two related characteris-
tics: (1) centralization, and (2) lack of com-
petition among governmental units. Both
these factors strengthen the position of
organized interest groups relative to the
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general taxpayer, weaken the incentive for
efficiency in government, and enhance the
likelihood that public sector action will be
exploitative through fiscal discrimination.
What would a political structure designed
to bring the self-interest of political players
into harmony with the betterment of the
general citizens look like? Interestingly, with
regard to economic affairs it would encom-
pass a number of the ideas emanating from
Philadelphia 200 years ago. First, the pri-
mary function of the central government
would be to protect the life, liberty, and
property of its citizens from both foreign and
domestic aggressors, including the govern-
ment itself. Performance of these protective
functions would require that government
enforce contracts ([J.S. Constitution, Article
1, Section 10) and prohibit the taking of
private property without the granting of full
compensation to the owner (Amendment
V). Governments would also be prohibited
from the fixing of prices or the barring of
entry into the production of otherwise legal
goods, both of which restrain trade and are
indirect forms of taking property without
compensation.  Similarly, governments
would be restrained from imposing dis-
criminatory taxes and regulations designed
to limit the movement of people or goods a-
cross the boundaries of governmental units.
Second, at the central government level,
the primary beneficiaries of a program
should be required to foot the bill for its cost.
This would be accomplished if the central
government were permitted only to under-
take projects that provide widespread, gen-
eral, or common benefits to citizens financed
by general taxation. The U. S. Constitution,
Section 8 states: “The Congress shall have
power to lay and collect taxes, duties, im-
ports and excises to . . . provide for the com-
mon defence and general welfare of the
United States, but all duties, imposts and ex-
cises shall be uniform throughout the United
States.” This constitutional provision in-
dicates that it was the intent of the Founders
that uniformly levied taxes would be used
only for the finance of expenditures yielding
general benefits (the “common” defense and
“general” welfare). Certainly there is noth-
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ing in the Constitution authorizing programs
of the general nature that A and B enrich
themselves at the expense of C (and possibly
D and E as well). However, with the passage
of time and erosion of the original intent,
today a large share of federal expenditures
are precisely of this type—they benefit a
narrow segment of society at the expense of
others.! In order to assure greater adher-
ence to this substantive provision, tax and
spending proposals at the central govern-
ment level could be required to secure the
approval of a supra-majority (for example
three-fourths) approval of the legislative
members. Such a procedure would constrict
the scope for winning factions to practice fis-
cal discrimination.

Third, the size of the supra-majority re-
quired for legislative action could reasonably
decrease at lower levels of government. For
example, we might continue to permit local
legislative bodies (city commissions, county
commissions, regional authorities, etc.) to act
with the approval of only a simple majority,
while requiring a three-fifths majority for
legislative action at the state level and a
three-fourths majority at the federal level.
The increasing majorities required for legis-
lative action at higher levels of government
would help remedy a deficiency of the
current system: the tendency of public sector
activities to move toward the central govern-
ment, where government is least competitive
and the potential for oppressive action is
greatest. At the state and local level, citizens
are better able to control government and to
avoid being victimized by fiscal discrimina-
tion. If a decentralized governmental unit is
operated inefficiently or being used to fun-
nel resources to interest groups, citizens
could at a relatively low cost move to gov-
ernmental units which provide them more
value for their tax dollar. In a decentralized
setting, the tax base of inefficient govern-
mental units would fall relative to local
governments that are operated more ef-
ficiently. Much as the competitive process
roots out inefficiency in the marketplace,
competition among decentralized govern-
mental units could be a useful weapon
against public sector inefficiency.



Of course, public choice theorists are con-
tinuing to investigate the operation of alter-
native forms of political organization.'? The
challenge before us is to develop political in-
stitutions capable of bringing, to the fullest
extent possible, the self-interest of politi-
cians, bureaucrats, and voters into harmony
with the general welfare of a society. In other
words, public choice economists seek to
design political structures and procedures
capable of directing the political players to
serve the general welfare just as Adam
Smith’s invisible hand directs market par-
ticipants to serve the general welfare.

With regard to the achievement of this ob-
jective, one thing is certain: success rests
upon our ability to develop and institute
sound rules and procedures rather than on
our ability to elect “better” people to political
office. Unless we get the rules right, the
political process will continue to be char-
acterized by special interest legislation, bu-
reaucratic inefficiency, and the waste of rent-
seeking. The political incentive structure is
like the law of gravity. Just as both Republi-
cans and Democrats fall at 32 feet per second,
so too do both engage in special interest
politics and other socially wasteful political
behavior when the political incentive struc-
ture encourages them to do so.

As James Buchanan has often stated, in a
very real sense the roots of public choice
analysis are found in the writings of the
American Founders, particularly the con-
tributions of James Madison in The Federal-
ist Papers.”® The Founders were designing
a government for fallible men. As Madi-
son- stated in Federalist No. 51: “If men
were angels, no government would be nec-
essary.”
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