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~out full discussion with the State Department, for the same ‘reason,

‘There is here at least an incipient mechanism for insuring that decision-

~ makers take spillover effects into account in making their decisions, and
for providing them with some of the information they need in order to

~ take them into account.8! RS N e

 ‘Always, however, governmental decisions involve some sort of bar-

gaining. The significant problem, therefore, is the difficult one of choosing

~ particular bargainingvarra{ngements that are better than others, Agpresent, .

| “there are surely opportunities for«improyemgnt;,Wiith»»exiSting: inst;

feel that effort devoted to getting his budget increased is more rewarding
than -analysis -and effort devoted to getting greater capability from a
- givenbudget. Pube Soabeid il e
~ This tendency might be countered by some device for permitting units
- to keep a part of any cost savings. An extreme form of correction, which
- admittedly has certain disadvantages, would be to give each unit a budget
_ fixed in amount for two (or even more) years in advance, Commanders
~ would then have more time and stronger reason for trying to use their
‘budgets efficiently. Another step might be to give commands greate
dom to reallocate funds among appropriation-categories. (such as.c
tion, maintenance and operation, and personnel). If this were done, the
- commands would not fight a running battle over each appropriation-cate- .
- gory, pressing hardest for those ite ns that have the most glamour and in
- the end finding themselves hamstrung by constraints on t e amou] i
specific items that they can use. Again, commanders wouild ‘have more .
time and reason to seek efficient ‘combinations of the inputs, as well as
greater freedom to do so. These and other ways of improving the insti- =
tutional framework — of trying to remove perverse incentives, cause the
 costs of decisions to impinge on the decision-makers, and make criteria
at-various levels consistent with national aims — deserve careful study ai d
- some experimentation. Some such changes may be ess 1t f -
- the improved choices suggested by analysis or better economic understand-
~ ing, or both, are to be implemented. . .o

 ®This view of bargaining was originally pr
. “Bargaining: The Hidden Hand in Governme
- Memorandum RM-1434-RC, 1955. -




