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While much attention over the last year has been focused on the 
European crisis, the United States also faces daunting fiscal and 
economic challenges. Most Americans understand that unless these 
issues are addressed soon, America’s future may look far more like 
Greece than like Norway. Polling data indicate that a substantial 
majority of Americans believe the country is headed in the wrong 
direction and that younger generations are more likely to lead lives 
more difficult, less prosperous, and less fulfilling than their parents. 
Most Americans even understand that the solution will require 
addressing both the “entitlement” problems (represented by growing 
deficits in the federal social security pension plan, medical care, and 
other “safety net” programs) and the thorny issue of raising revenues.

Notwithstanding the consensus that the problems exist, there is almost 
no commonality around solutions or even plans to come up with 
solutions. Competing versions of budget proposals, each obscured 
by special accounting and budgeting sleight of hand, lead people to 
believe that perhaps the answer can be found in the Beltway version of 
financial engineering. Even if there were agreement about a workable 
set of budget numbers, the problem is deeper than just making the 
numbers work. The problem lies as well, most Americans believe, in 
political dysfunction, the belief that Washington is broken. Congress 
is held in such low esteem that, like the interest rates offered by the 
Treasury, there is almost no room to fall lower. The presidency does 
better, but not by much. Even the courts have lost respect, in part 
because their decisions are seen by many (rightly or wrongly) to have 
been influenced by political more than jurisprudential considerations.

Thus our fiscal challenges are viewed as technically complex problems 
whose solution is obstructed by a dysfunctional political system. Yet 
this is not the source of our current predicament. Our fundamental 
problem springs from basic governance failures of which these are 
symptoms. The solution will need to be political, not just technical.

Welcome to the inaugural issue 
of the Hills Governance 

Program newsletter. The Hills 
Governance Program is unique in 
that we are actually a network of 
seven centers, located in Beijing, 
Jakarta, Manila, Mexico City, 
Nairobi, Seoul, and Washington, 
D.C. Our central interest is 
improving governance, both public 
and corporate. We do so by trying 
to understand the root causes of 
governance dysfunctions, proposing 
remedies, and helping to implement 
them. We launch this newsletter 
with the hope that it will be a useful 
way to communicate some of the 
issues on which we are focusing, 
what we have come to understand, 
and some of our proposed solutions. 
The newsletter will present rotating 
analyses from our global centers 
on governance issues of interest 
in those countries. Our first issue 
focuses on governance challenges 
here in the United States. We hope 
this leads to increased conversation 
and engagement, and we always 
welcome your views.
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Governance Gridlock in the United States (continued)

Congress cannot act because it reflects the 
polarization between the two major political 
parties, each of which also has barely reconcilable 
factions within it. The Republican Party is willing to 
address the deficit by cutting spending, especially 
on entitlements, and by reducing taxes, it argues, 
to raise revenues by increasing economic growth. 
Consequently, a vast majority of Republican 
members of Congress have signed public pledges to 
oppose any tax increases. Members or candidates 
that do not sign or who renege on their previous 
pledges face Republican opponents in their next 
primary races and may well lose their party’s 
nomination. Democratic members propose to raise 
taxes, but only on the top 10 percent of income 
earners and will oppose reductions in entitlement 
spending. They may even recognize that raising taxes 
in that way will not cover the deficit, but they too will 
face opponents in their primaries if they vote to cut 
entitlement spending.

Both sides say they understand that compromise will 
be necessary. Both seem to believe that compromise 
simply means that the members of the other party 
must yield. The general public thinks both sides 
need to go back to kindergarten where they can 
re-learn elementary rules of how to share their toys 
and play nicely with other children. Some, perhaps 
even many, members of Congress would be willing 
to reach real compromise but feel trapped by their 
internal party dynamics. Others are certain that 
yielding ground would be a betrayal of fundamental 
principles. Consequently when a bipartisan 
commission, appointed by President Barack Obama, 
issued a report with several possible options, the 
president failed to support it and the divided 
Congress refused even to consider it.

The presidential failure is reparable with the 
president’s professed willing to compromise. The 
congressional failure, however, is more challenging 

and entrenched. It exemplifies a common, globally 
prevalent, harder-to-resolve governance problem 
revolving around perverse incentives that lie in 
the redistricting of the past few decades. Districts 
that were once fairly rational have been redrawn 
with the advice of partisan election experts and 
political scientists, hired of course by incumbent 
state legislators. Their objectives have been to create 
as many “safe seats” for their party’s incumbents 
as possible and therefore to minimize the number 
of “swing seats,” even if their party has a decreased 
chance of winning in the state or in Congress as 
a whole. Even when a party’s state representatives 
recognize the general disadvantages of “safe 
seats,” they are crystal clear about their personal 
advantages. So there is little incentive for incumbent 
legislators to create more competitive districts.

So we are confronted by asymmetric incentive 
structures, which are also the source of so many 
seemingly intractable problems globally. For 
example, donors often offer incentives aimed at the 
“general good”—infrastructure, budget support, 
health clinics, or education assistance—in exchange 
for lower levels of corruption or privatization of 
state-owned enterprises. But that means individual 
corruption is to be exchanged for general rewards, 
good for the public at large but detrimental to 
individual officeholders. Will a corrupt official forgo 
more personal income, a larger house, a vacation 
abroad, or family benefits in exchange for better 
schools, health clinics, or roads that benefit the 
general public? Will a representative in a safe seat 
agree to a more difficult, competitive campaign so 
that the legislature as a whole will more accurately 
reflect a changing population even by partisan 
gains? And doesn’t the advantage of democracy 
depend on the discipline of competitive elections? 
How do you overcome the personal benefit of 
dysfunction by the general benefit of reform?
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The specifics of the U.S. economy, the deficit, the debt, and entitlements are not simple. But the deeper 
problem, the one holding the country back, is governance: the failure of its current institutions and 
procedures to address this fundamental set of challenges that virtually every citizen understands will 
threaten the future of the country as a whole if left unresolved. The solutions are constrained, as in so many 
other countries, by governance stalemates, self-interests, philosophical impasses, and other deep-seated 
governance dysfunctions. Yet, like any illness, correct diagnosis is often half the battle. For governance ills of 
this sort, treatment needs to address the issue of collective action and how to get the incentives right.

This will depend on finding a way to get a majority of the legislature to subordinate individual to public 
goods, which will require leadership, collective courage, and some compromises. We are now seeing 
promising attempts to overcome the individual incentive issues. CSIS has been hosting a series of high-level, 
bipartisan forums, entitled Strengthening of America, that lay out the economic problems very explicitly 
and grapple with the political ones as well. The unanswered question is whether the collective political will 
to overcome the asymmetrical individual incentives and reach the necessary compromises can be found.

We continue to explore the governance and political economy aspects of these issues and hope that there 
are others out there who share our concern and mission. We welcome your comments and suggestions at 
hillsgovernance@csis.org. ■
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