
3. Diagram Reality Check
 

In order for a diagram to be useful, it has to be accurate. But how do
we know if a diagram is accurate—that it reflects the actual realities
we are dealing with? First, we could ask if all the “parts” have been
accounted for. Maybe some important things have been left out.
Then we could ask if the relationships and flows are correctly
portrayed. Since our diagram seems to naturally follow a “plumbing”
metaphor, we could ask, in essence, have we got the “plumbing”
right?

The first thing we can see pretty easily is that the diagram has,
indeed, left out some key parts of the fiscal “plumbing”. The Dollars
that flow out of the FG pot to pay for public goods and services—
either entitlement or discretionary spending—don’t just disappear
into the right page margin after they are spent. They go somewhere.
They are paid to somebody. And who might that be?

In fact—and when you think about it, it’s obvious—the Federal
Government buys its public goods and services from the Private
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