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individual-as-dictator, 166-167,
177-178n20, 197

individual-in-society, 15, 164n5, 164166,
166f

net fiscal incidence, 201, 204n6

Cournot coercion, 84, 87

credible commitments, 40, 55-56
problem of, 34-35

deadweight loss, 17, 66, 203, 222. See also
taxation
decentralization (decentralized)
advantages over centralization, 249-253
and efficiency, 187, 253-256, 301-302
extensions of welfare-coercion trade-off
analysis for, 187-188
formal, 19
and homogeneity assumption, 249,
254
and interplay between coercion and
redistribution, 260-263
reducing coercion through, Macedonia,
256-259
simple stylized model, 253-256
theorem (Qates), 18—-19
through devolution of function to lower
government, 253-254. See also fiscal
federalism
decentralized punishment, 301-302
decision makers (DMs). See resistance game
Declaration of Independence, American, 120
democracies
and impersonality 56
KHS criterion as not implementable in, 170
liberal democracy, 3—4, 273-274, 290
despotic regimes, 290-291
dictator games, 330n4
dominant coalition, 32, 39, 40-41, 43-44,
55-56, 87
double balance, 44n13

efficiency/efficient allocation

and commitment by rulers, 75-80

and decentralization, 187, 253-256,
301-302

and decision rules, 161

and fines/punishments, 103, 104, 109, 114

non-coercive, 6

non-coercive, incentive compatible,
145-147

Pareto (see Pareto)
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use of mechanisms to reduce inefficiency.
See also incentive compatibility in
public goods; Samuelson rule
(condition)
elasticity of substitution, 204, 204n7, 210,
224-226, 226t
elections, contested
in Kenya, 45
in United States, 45
emigration
baseline effect on, 92
rent extraction effect on, 103—109, 114. See
also exit; migration
England, transfer of power from monarch to
landholders, 83
equilibrium
asymmetrical, 79—-80
Bayes (Bayesian), 147-149, 152, 155
coercive, 17, 38
competitive proprietary, 70-73, 85
decentralized, 19
interregional numerical model, 201-202,
207-208
Lindahl, 18, 143, 145, 147, 155, 198-199,
214. See also Lindahl equilibrium
monopolistic, 85
Nash equilibrium, 65, 70-72, 78-79, 108,
145, 147, 184
numerical for incidence analysis, 203
partial equilibrium net fiscal incidence,
216n22, 242
productive, 6365, 67-68, 70, 72-73,
75
symmetrical, 70-71, 108. See also allocations
ethics, 91, 122, 133
and idealized knowledge baselines, 113
and universal normative baselines, 112
ethnic differentiation, 20, 270. See also
Macedonia
ethnic heterogeneity, 269. See also Macedonia
euvoluntary, defining, 118n3, 122n8
ex ante baselines, 92-94, 97
exchange theory of government origin, 120
exit
ex ante baselines, 92-94, 97
exit costs, 104—109, 114
experimental studies on mechanisms, 301-302
experiments. See net fiscal benefits, measures
of distribution/incidence of; public
goods game; resistance game
externality, 125-130

and collective decision making, 127, 130
expected externality mechanisms, 151
internalized, 125

negative, 129-130

reciprocal, 125, 130-131

fairness, 22, 130, 147n6, 197
Federalist Papers (Madison), 252, 268
Finanztheoretische Untersuchungen (Wicksell),
4
fiscal federalism
empirical literature on preference matching,
252-253
in median voter framework, 254-255,
255f, 256
regulation of liquor sales in US, 253
theoretical literature on decentralization
and coercion, 249-252
political identity, 252
predatory governments, 250-251
folk-theorem, 75-76
forecast, 277-278
accuracy distribution, 287f, 287-288, 288f,
289
forecast error, 280
France
centralization in, 250n2
equal access in, 48, 55
power of king/emperor in, 83
fraudulent offers, 112-113
free riding, 1, 14, 36
ex post/ex ante dilemma in free riding
problem, 332-333
insufficient information for punishing, 301
in liberal vs. rent-extracting state, 101-104
and public goods game, 317, 319, 321
and resistance game, 284, 319, 321

games
dictator game, 330n4
threshold (see resistance game)
true game, 158. See also public goods game
general equilibrium model
computable, 273n1
interregional numerical, 201-202, 207-208
for net fiscal incidence analysis, 203
numerical general, 17
general laws, 55
Georgia. See net fiscal benefits, measures of
distribution/incidence of
Gore, Al, 45, 45n15
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governance and democracies, 56
advanced democracy, 20-21, 56 in limited access societies, 52
kleptocracy, 61 in open access societies, 51-52, 56-58
Leviathan, 3, 60—65, 100, 266 and organizations, 47-57
liberal democracy, 3—4, 273-274, 290. See incentive compatibility in public goods,
also government; limited access 145-147
societies; open access societies commitment/enforcement issues, 156—158
government discussion of, 195, 198-200
benevolent, 2, 9, 19, 195-196, 301 efficiency/non-coercion trade-off with
predatory, 250-251 incomplete information, 147-152
weak, 42n10, 42, 43. See also governance dominant strategy equilibrium, 153-155
gross domestic product (GDP), 11, 114, ex ante information, 147-148, 150-152,
128-131 199-200
group ex ante non-coercive, effective allocations
Olsonian, 41 and voting, 152
as unitary actor, 46—47 ex post incentive compatible allocation,
153-155
heterogeneity interim information, 147-150, 199
and efficient provision of public goods, and guardians, 158
304 temporal issues, 156-158
ethnic heterogeneity, effect on coercion of and voluntary participation, 146, 153-155.
majority, 20, 269 See also Lindahl equilibrium
in housing values, 244-245 incentive-compatible constraints, 143-144,
of preferences, problems with, 18-20, 181, 158, 198-199
183-185, 267(see also homogeneity) income tax, 172-178, 186, 191, 196—198,
of preferences and decentralization, 228-230, 260-263
253-254, 256 individual-as-dictator, 166-167, 177—178n20,
of preferences and uniform tax price, 273 197. See also counterfactuals
and socially optimal tax plan, 9, 15 individual-in-society, 15, 164n5, 164-166,
as undermining decentralized enforcement 166f. See also counterfactuals
mechanism, 301 information
highly divided society, 19. See also Macedonia complete, 118, 127-130, 155
history, of coercion in public finance, 4-8 ex-ante, 147—-148, 150-152, 155, 199-200
Hobbesian jungle, 110 incomplete, 147-152, 155
homogeneity interim, 147-150, 199. See also constraints;
in housing values, 244-245 incentive compatibility in public goods
of jurisdictional boundaries, 251, 267-268 Inter-Community Relations Committee,
and localized decision making, 19-20, 259n10
268-269 interim incentive compatibility, 153
and migration, 267-268 interim information, 147-150, 199
and mobility, 18, 244 interim voluntary participation constraints,
of preferences and decentralization, 19-20, 148-150, 156—-157
249, 254 invisible hand, 6

horizontal equity constraint, 197
Jim Crow laws, 268

idealized knowledge baselines, 113 jurisdictional boundaries, and homogeneity,
impersonal relationship(s) 267-268
in application of tax law, 9, 31-32
and conceding option of using violence, Kaldor-Hicks-Scitovsky criterion (KHS), 15
49-50 compensation principle, 12, 167-168, 170
defining, 45-46 test, 256
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Kaldor-Hicks-Scitovsky (KHS)/Coasian
Bargaining (CB) comparison, 12, 118,
122-130, 136

breach of low transactions cost assumption,
118, 130-133

CB with varying rights assignments, 132-133

KHS with no compensation

CB as euvoluntary in existing property
rights regime, 118, 125-127

CB as fundamentally voluntary, 118

isomorphism of KHS and CB results, 118,
127-130

KHS as fundamentally coercive, 118,
122-125

subjectivity problem, 137

willingness to pay, 126, 132-133

katanagasmos (coercion), 171

Kenya, contested elections in, 45

Kibaki, Mwai, 45

kleptocracy, 61. See also governance

knowledge

common, 14, 83, 152-153, 254, 274, 305
idealized knowledge baselines, 113
Korean peninsula, 262-263

laboratory experiments. See public goods
game; resistance game
legitimate violence, 38, 42, 50
Leviathan, 3, 60, 65, 100, 266
liberal democracy
coercion in, 3—4, 273
majority rule in, 274
resistance in, 273-274, 290. See also
governance
limited access societies, 41, 42
capacity for violence in, 44
internal coercion within dominant
coalition, 55-56
requirements for dispersion of violence
capacity, 51
transition from limited to open access
society, 56
unanimity-impersonality trade-off in, 52
what is limited in, 43
Lindahl equilibrium, 18, 143-145, 147,
198-199, 214
allocation function, 147
allocations, 145, 198-199
and complete information, 155
and incentive compatibility in public goods,
145, 147, 198-199

345

Lindahl-equivalent tax prices, 208t,
214-215, 215n20, 216-217, 220-221,
221t, 222, 237-238
with no excess burden/no tax exporting,
208t, 217t, 218
and Samuelson public good quantity, 208t,
219-220, 220t, 238
Lindahl fees, 102n3
Lindahl market analogue pricing rule, 204
Lindahl net fiscal incidence, 16-17, 201,
203-207
Lindahl solution, 16-18, 182-183, 202. See also
Lindahl equilibrium
linear public goods game. See public goods
game
linear (progressive) tax
and aggregate coercion constraints, 190-192
and degree of coercion, 191
and individual coercion constraints,
188-190
and social welfare/coercion trade-off, 15,
172-179, 1791, 186, 190-192, 196-198.
See also coercion; taxation
literacy, effect on opening of open access
societies, 84
lump-sum taxation, 101-103, 104n4, 105-106,
151, 177, 210

Macedonia, 19-21
Badinter majority system in, 258, 269
civil war in, 257
commissions to improve interethnic
relations in, 259
and consociational arrangements, 20,
258-259, 269-270
ethnic make-up of, 257
language issues, 258
marginalization during old regime, 257
national level community relations
committee in, 259n10
Ohrid Agreement provisions, 257-258
policy outcomes of decentralization, 259
and redistribution-coercion interplay, 262
reducing coercion through decentralization
in, 256-258, 259
majority rule, 13, 15-16, 127, 182, 185, 274
marginal benefit curve (MBi), 205, 207
marginal cost of funds (MCF), 176, 186
marginal evaluation, of public goods, 13
marginal willingness to pay (MWP), 82,
201-202, 206

© in this web service Cambridge University Press

www.cambridge.org



http://www.cambridge.org/9781107052789
http://www.cambridge.org
http://www.cambridge.org

Cambridge University Press

978-1-107-05278-9 - Coercion and Social Welfare in Public Finance: Economic and

Political Perspectives

Edited by Jorge Martinez-Vazquez and Stanley L. Winer

Index
More information

346

measurement of coercion
coercion measure by level of public good,
170f, 170-171
constraint specifications, 171t, 171
example using analogy to social role of
money, 169
individual-in-society counterfactual, 166f
using individual vs. group level of coercion
constraints, 169-170
written/unwritten constitutional provisions,
168-169. See also coercion
mechanisms, 13-14
allocation, 13
design of, 14
experimental studies on, 301-302
decentralized costly punishment, 301-302
heterogeneity of actors as limitation, 301
insufficient information for punishing
free riders, 301
lack of appropriate punishment
technologies, 301
voluntary contributions triggered by
conditional cooperation, 302
Falkinger, 300-301
Groves-Ledyard, 300
performance functions of, 144-145
median voter, 138, 196, 202, 206f, 205-207,
254-255, 255f, 256
migration, 11, 104-106, 108, 114, 244, 251,
262-263, 267-268. See also proprietary
state; exit
minimal-government allocation, 195
minimum contributing set (MCS), 332
minority veto, 269
monopolistic proprietary rule, 62, 65-68, 85
monopolistic rule, 73. See also proprietary state
monopoly, on violence, 7, 8, 29. See also
Weberian state
motivation crowding-out, 322, 323
MRI imaging, 14

narrowcasting, 266—267
Nash equilibrium, 65, 70-72, 78-79, 108, 145,
147, 184. See also equilibrium
natural baselines, 98—100, 102
Hobbes on, 99
institutional solutions, 100
Locke on, 100
during natural disasters, 98-99
natural rights, 91, 119
natural state, 3741, 82-83, 83f

Subject Index

administration of coercion as anonymous,
57
Lockeian, 100, 110
Nozickian, 110
neoclassical theory of the state, 39—40
net fiscal benefits, measures of
distribution/incidence of, 21,
226-228
benchmark equilibrium of tax prices/public
goods demand, 213t
definition of net benefits, 201
demand curves for public goods, 225t
elasticity of substitution, 204, 204n7, 210,
224-226, 226t
future research issues, 228
general equilibrium model for net incidence
analysis, 203
interregional applied equilibrium model,
201-202, 207-212, 213t, 213, 214, 242
applied Georgia model, 209-210, 211t
Rest of the United States (ROUS) model,
209, 210
Lindahl net fiscal incidence, 203-207
Lindahl market analogue pricing rule, 204
incidence in median voter model,
205-206, 206, 207
Lindahl tax prices/Samuelson public good
provision, 221t
mathematical specification of model, 202,
209t, 208-209, 211, 228-231, 232,
234-237
Lindahl-equivalent tax prices and
Samuelson public good quantity, 208t,
237,238
Lindahl-equivalent tax prices with no
excess burden and no tax exporting,
208t, 238
Lindahl tax prices with no excess
burdens/no tax exporting and
Samuelson public good quantity, 208t,
238
median voter rule for public good
provision, 208t
Samuelson provision of public good,
208t, 238
simulation steps, 237-238
median voter equilibrium, conditions to
become Lindahl equilibrium, 206-207
public good quantity as Pareto optimal,
206-207
unanimity, 207
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results, 202-203, 214-218, 224, 242
excess burdens of taxes/consumer surplus
from public goods, 202
exclusively Georgia perspective, 202-203
inefficient supply of public goods due to
political process, 202
Lindahl-equivalent tax prices, 214-215,
215t, 216
Lindahl-equivalent tax prices and
Samuelson public good quantity,
219-220, 220t
Lindahl-equivalent tax prices with no
excess burden and no tax exporting,
216-217, 217t, 218
regressive net fiscal benefits distribution,
202,243
regressive to progressive net fiscal
incidence distribution, 203
tax exporting effects/median voter public
good provision, 222-223, 223t, 224
tax exporting/importing across regions,
202,243
shortcomings of, 243-246
summary of experiments, 214
voting equilibrium with inefficiency in
public goods supply, 207f
net fiscal incidence
counterfactual, 204n6
defining, 241
non-coerced population, 21. See also public
goods game
normative public economics, 186, 195
North Korea, 262-263

QOates model, 268
Olsonian group, 41
open access societies
capacity for violence, consolidation of, 44
criteria for, 53
impersonality in, 51t, 51-52, 56-58
literacy effect on opening of, 84
rent creation in, 51
requirements for consolidation of violence
capacity, 51
transition from limited to open access
society, 56
unanimity-impersonality trade-off in, 52
unanimity in, 53
what is open in, 43-44
optimal tax, 9, 15, 163n3, 172-178, 186,
196—-198. See also taxation

347

ordering (of society). See limited access
societies; open access societies
organizations
adherent, 39, 55-56, 82-83
and conceding use of violence to
government, 49-50, 53, 57-58
contractual, 39-40, 83
specific rents, 40, 41, 48-50, 50n20.
See also rents
organized anarchy, 62, 69-74
organized violence, 32-33, 49-50, 57-58
Others. See resistance game
out-of-equilibrium transfer demands,
274-275, 275n3, 283-284, 289

Paretian theory, on coercion, 91
Pareto
criterion, 15, 132, 167
inferior outcomes and horizontal equity
constraint, 197
and Kaldor-Hicks-Scitovsky compensation,
118,122, 128-129, 131-132
optima, 123, 126, 206-207, 214
strict, 15, 167. See also efficiency
partial coercion. See public goods game
partial equilibrium net fiscal incidence,
216n22, 242
participation constraints, 14
and incentive-compatible constraints,
198-199
interim voluntary, 148-150, 156-157
in mechanism design, 11, 13, 16, 195
and non-participation, 199
voluntary, 153, 158. See also constraints
personal relationship(s), 37, 42, 83, 92
personal rights, 51
Pigouvian fines, 102, 102n3, 103, 109, 114
podesta, 77
poor, the
application of rights to, 168
and provision of public goods, 219-220,
253
transfers from rich as coercion, 2, 6, 15
transfers to as rent extraction, 111n9.
See also social welfare
positive theory of the self-enforcing fiscal
system, 168n9
power to tax, 6, 6n4, 42n10, 168n9. See also
taxation
predatory governments, 250-251
predatory taxation, 266
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preference(s)
formation of, 136-139
homogenous, 19-20, 249, 251, 254
matching, 248-250
private contracts, 3
private property rights, 102-103, 114,
125-127, 129-130, 195, 330-331
probabilistic spatial voting model, 183186
probability discounting, 123
procedural justice. See resistance game
property tax, 54-55, 244-246
proportional income tax, 165n8, 180
proportional representation, 20, 269
proprietary public finance
defining, 60
previous research on, 60—61
proprietary state, 9-10, 85f
atomized anarchy, 62-65
collective protection and self-governance
in, 64-65
producers and bandits in, 62—-64
commitment, reducing inefficiency through,
75-80
competitive proprietary rule (organized
anarchy), 69-75
and free-rider problem, 73
and inefficiency, 74-80
long-run equilibrium, 72-73
short-run equilibrium, 70-72
and viability of democratic rule, 73-74
emergence of, 61-62
folk theorem as mechanism for
commitment, 74—80
and coordination problem, 76
and lack of need for organizations, 76
and multi-period interactions, 76
and static, inefficient equilibrium, 75
monopolistic proprietary rule, 62, 65-68
ruler better at extraction than bandits,
68
tax rates in, 65-66
state building and commitment, 77-80
degree of commitment, 77
deterring entry, 79
Nash equilibrium, 78-79
Nash equilibrium, commitments higher
than those in, 79-80
podestas in medieval Genoa, 77
symmetry of rulers, breaking, 79-80
supply of public goods in, 84-86
protection technology, 64-65, 68, 69-74

provinces, 18-19
provision point (PP), 330, 332
public economics, and utilitarianism/social
planning, 5-8
public finance
history of coercion in, 4-8
local, 17-18, 244245
proprietary, 9-10, 60
public goods
demand for, 82-84, 173, 175, 180, 212, 213t,
225t
elasticity of substitution, 204, 204n7, 210,
224-226, 226t
government vs. citizen preference for
spending on, 332-333
inefficiency in supply of, 202, 207f
level of, 170f, 170-171, 175-176, 212-213,
250n2
marginal evaluation of, 13
threshold, 274, 304. See also public goods
game
public goods economy, defining, 144
public goods game, 21
beliefs about others’ contributions, 310-317
in baseline and coercion treatments,
312-313, 313f, 314-315, 315t, 316
countervailing forces at work regarding
the effect of lifted expectations,
316-317
free riding, 317
in low- and high-coercion treatments,
311f, 311-312, 314-315, 315t, 316
compensation for subjects, 307
contributions to public good results,
307-310
group level, 308, 308f, 324t, 324f
non-committed (non-coerced) group
members, 308-309, 309f, 310t, 310
discussion and conclusion, 321-323
motivation crowding-out, 322-323
partial commitment, 322-323
self-commitment, 323
discussion of, 328-329
experimental design and procedures,
304-307
beliefs elicitations, 306-307
beliefs elicitations, using interval scoring
rule, 306
beliefs elicitations, using quadratic
scoring rule, 306-307
contributions to public good, 305
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multi-period, comparison with resistance
game, 289
overview of, 302-303
partial coercion, 21
related experimental literature, 303-304
collective agreements on obligatory
contribution levels, 304
effect of obligations on beliefs of others’
contributions, 303—304
effect of obligations on voluntary
contributions, 303
non-binding recommendations on
contributions to threshold good,
304
results, 303, 307-321
self-commitment and contributions,
317-321
free riding, 319, 321
group level contributions of
non-committed subjects, 324t, 324f
levels of contributions, 317-318, 318f,
3191, 321
of non self-committed subjects, 320f
voluntary contribution mechanism (VCM),
304
punishment
conditional, 95-97, 109—-110
decentralized, 301-302
pure public good, 273n2

q-referenda, 152, 155
quadratic scoring rule, 306-307

random effects, 284t, 284—285, 285t, 286287
rational choice model, 136-137
Rational Choice theory, 136-137
rationality
common knowledge of, 152-153
toward policy, 33
redistribution
vs. coercion by social planner, 166—168f
before decentralization, 260-261, 261f
with decentralization, 261-262
and disappearance of coercion, 260-263
in divided societies, 262
in re(unification) of countries, 262-263
relationship(s)
anonymous, 46, 47, 83
impersonal (see impersonal relationship(s))
personal, 37, 42, 83, 92
voluntary (see voluntary relationship(s))

rent extraction, 11
and baselines, 92-93
competition among societies with exit costs,
106-109
competition among societies without exit
costs, 104—-106
and free riding, 14, 36
mobility of non-elites, effect on, 103-104,
104n6, 105-109, 114
reducing in federalist milieu, 114
reducing using civil law and takings clauses,
114
reducing using zero-rent extraction baseline,
114-115
transfers to poor as, 111n9. See also rent(s);
rent seeking
rent(s)
individual specific, 48—49
in limited access societies, 43
in open access societies, 51. See also
organizations
rent seeking, 5n2, 21
expenditures, 111
expenditures as percent of GDP, 111
resistance
difficulties to cooperating against, 273-274,
290
successful, 274. See also resistance game
resistance fund, 274, 277, 2871, 287-288, 288f,
289
resistance game, 20-21
average earnings of DM, observed/
predicted, 275
clustered standard errors, 286n8
comparison to multi-period public goods
game, 289
compensation for participants, 276n5,
277
conclusions, 289-291
consequences of increasing resistance
threshold, 275
Decision Forms for DMs, 295
Decision Forms for Others, 294-295
decision maker, 274
decrease in probability of resistance in later
rounds, 275, 289
descriptive statistics of sample, 279t,
278-281
average earnings, DMs and Others,
280-281
contributions to resistance fund, 278-280
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resistance game (cont.)
demographics of subjects, 280
RFB forecast error, 280
transfer demands, 278
transfer demands, percentage resisted, 280
discussion of, 330-331
econometric models of strategy choices of
DMs/Others, 284-287
DM strategy choice, 284t, 284286
Others strategy choice, 285t, 286—287
equilibrium strategies used by subjects,
277-278
experimental design and method, 275-278
findings, 275, 278-289
free riding, 275, 284
instructions for participants, general,
291-292
instructions for participants, specific,
292-293
“Others,” 274
out-of-equilibrium transfer demands,
274-275, 275n3, 283284, 289
Post-Experiment Questionnaire, 277,
297-299
Practice Decision Forms for Others,
293-294, 296
Practice Exercises for DMs, 294, 296
Practice Exercises for participants, 294
Pre-Experiment Questionnaire, 296-297
resistance fund balance (RFB), 274, 277
donations, 274
forecast accuracy of, 287f, 287288, 288f,
289
similarity to Mertins’s procedural justice
design, 276-277
transfer demands/resistance, frequency of
distribution, 281f, 281-284
modes in frequency distribution of
transfer demands, 281-282
transfer demand increase, effect on
resistance, 282f, 282-283, 283f
Rest of the United States (ROUS) model. See
net fiscal benefits, measures of
distribution/incidence of
revelation, 131, 133
truthful, 14
revelation principle, 148, 153, 154
revenue maximizing ruler, 32-33n4, 39f, 66—67
revenues
for coercion, 189
and demand for public goods, 173, 175, 180

Subject Index

for financing policy, 249
and net fiscal incidence of state and local
taxes/expenditures, 209-210, 215-216,
218, 236-237, 242, 244-246
and proprietary state, 9—10
and rent-extraction, 102
and unanimity, 34-35, 54-55. See also
taxation
rich, the
application of rights to, 168
and provision of public goods, 189,
219-220, 253
transfers to poor as coercion, 2, 6, 15
rights-based arguments, and baselines, 92
roaming (roving) bandit, 10, 61, 85-86, 87
rule of law, 8
for elites, 77, 79-80
impersonal, 3, 8-9, 37, 51, 51n22

Samuelson rule (condition)
public good provision, 175, 201, 208t, 220t,
219-220, 221t, 238
voting, 205, 206-207, 218, 242
Wicksell-Lindahl, 13. See also efficiency
sanctions, 2-3, 138, 301, 328n2, 331
scale economies, 10
security, 9-10. See also proprietary state
self-commitment. See public goods game
self-enforcing fiscal system, positive theory of,
168n9
shirking, 21, 100, 102-103
single actor theories of the state, 32-33n4
social insurance, 111n9
social interaction, 1, 22
socialist calculation debate, 132
social orders. See limited access societies; open
access societies
social planner
coercion-constrained, 173-176
coercion-unconstrained, 15, 162, 174, 177,
185. See also social welfare; social
welfare-coercion trade-off
social solidarity, 8, 167, 174, 177, 189
social welfare
coercion effect on social planning, 15-16,
162, 167, 169, 170-172, 178-183,
185-187, 191
and decentralization, 187—-188
maximizing, 13, 30-31, 168-172, 173-176,
186-187
non-welfarist, 16, 169
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social well-being, 2, 184, 197, 274. See also
social welfare-coercion trade-off
social welfare-coercion trade-off, 178186,
187, 196-198
in competitive electoral system, 183-185,
198
in simplified setting, 180-183
counterfactual, 180
trade-off, 181-183, 183f
society
highly divided, 19(see also Macedonia)
impersonal, 51-52, 56-58. See also limited
access societies; open access societies
socioeconomic differences, 253n5. See also
poor, the; rich, the
sociological perspective, vs. Rational Choice
theory, 136-137
solidarity, social, 8, 167, 174, 177, 189
South Korea, 262-263
spatial model of state coercion, 86f, 86-87
spatial voting model, probabilistic, 183-186
special interests, 4
standard of reference, 12, 16, 202. See also
counterfactual
standing, 124, 124n11, 125, 130
state, failure of, 4
stationary bandit, 32-33n4, 47nl17, 61,
85
status quo, 112t, 112-113
status quo ante, 93-94, 97, 101
strategic behavior, 1. See also free riding
structured anarchy, 9-10. See also proprietary
state
subjectivity of coercion, 12-13
super-majoritarianism, 19-20, 267, 269
Sweden, 114
symmetrical equilibrium, 70-71, 108

taxation

broad-based, 9n7, 172

compulsory withholding, 22

counterfactual tax payment, 17

deadweight loss, 17, 66, 203, 222

differential tax incidence, 241, 262

distortionary, 202-203, 207n9, 217,
221-223,227

income tax, 165n8, 172-178, 180, 186, 191,
196-198, 228-230, 260-263

linear tax (see linear (progressive) tax)

lump-sum, 101-103, 104n4, 105-106, 151,
177,210

non-discriminatory, 9
optimal tax, 9, 15, 163n3, 172-178, 186,
196-198
power to tax, 6, 6n4, 42n10, 168n9
predatory, 266
property tax, 54-55, 244-245, 246
revenues (see revenues)
tax audit, 22, 331-332
tax avoidance, 197
tax compliance, 22, 35, 56, 138, 303,
322-323,331-332
tax evasion, 22, 105, 197, 322-323
semi-officially sanctioned, 251
tax exporting, 17, 202-203, 222-223, 223t,
224,243
tax withholding, 22, 329. See also coercion-
constrained optimal linear income
taxation
tax policy
ad valorem tax system, 54-55
property tax, nineteenth century U.S., 54-55
tax legislation paired with expenditure
legislation, 30-31. See also taxation
tax price, 165, 173
Lindahl, 220-221, 221t, 222
Lindahl-equivalent, 216-217, 217t, 218-220,
220t
marginal, 161
tax share, 165, 173, 177-178, 190, 196,
204-205
Tea Party activists, 138
Theory of Public Finance (Musgrave), 7
third party(ies)
absence of, 36
and conditional cooperation, 322
and contractual relationships, 39, 40, 83
government as, 31, 35
producers and security agents, 64-65
Tiebout coercion, 83-84, 87
Tiebout mechanism, 18, 244, 246
Tiebout model(s), 18, 199, 244-246,
267-268
Tiebout sorting, 208n11
totalitarian regimes, costs of resistance in,
273-274
traditional authority, and coercion preferences,
138-139
transaction costs
and baselines, 94-96
low transactions cost assumption, 118,
130-133
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transaction costs (cont.)
and neoclassical theory of the state, 40
and quorum rule, 267

true game, 158

unanimity
collective choice mechanism, 19-20, 267
and net fiscal benefits, 207
in open access societies, 53
unanimity criteria, 30, 34
unanimity-impersonality trade-off
in limited access societies, 52
in open access societies, 52
unanimity rule, 30-31, 56
unitary actor, 40, 46—47, 47n17
United Kingdom (UK), equal access in,
48
United States (US)
Bill of Rights, 168
contested elections in, 45
equal access in, 48
general laws in, 55
idea of consensus in early, 52-53
Jim Crow laws and local control in, 268
and proposed value-added tax, 241
rent-seeking expenditures as percent of GDP
in, 111. See also net fiscal benefits,
measures of distribution/incidence of
universality rule, 31n2
universal normative baselines, 111-112
and ethics, 112
use to assess normative properties of choice
settings, 111-112
use to simplify analyses, 111
utilitarian justifications for initiation of
coercion, 118
utilitarian theory of distributive justice,
113-114
utility, diminishing marginal, 113-114,
114n10
utility functions, 16
Constant Elasticity of Substitution, 204,
204n7, 210

value-added tax, 241
VCG mechanism, 151
veil of ignorance, 14, 114, 114n10, 199, 200
violence
capacity of government for, 43n12
legitimate, 38, 42, 50
organized, 32-33, 43, 49-50, 57-58, 82-83

and Weberian conception of state, 7-8, 29.
See also violence, threat of; violence
specialists

violence, threat of, 29-30, 137

and credibility, 41

as inherent in coalitions, 41

as inherent in relationships, 36

and monopolies, 43, 56

and proprietary states, 61-62

and rule of law, 36-37

Wicksellian coercion as form of, 30

Violence and Social Orders (NWW), 8,
38

violence specialists, 39f, 38—40

voice, 14

voluntary, definitional difficulties, 137

voluntary association, Olsen’s, 36

voluntary consent

problem of voluntary consent and coercion,
33-36

specialists, 39f, 38—40

voluntary contributions, 20-21, 94, 197,
274-275, 290

mechanism (VCM), 304. See also public

goods game
voluntary participation, 146, 160-161

and ex ante information, 147-148, 150152,

199-200
voluntary participation constraints, 153, 158
voluntary relationship(s)

and baselines

average net return from
listening/evaluating proposals, 95
conditional punishments, 95-96
elimination of baseline, 94
emigration, 92
insurance policies, 96
completely voluntary, 93, 93t, 94
characteristics of, 93-94
defining, 91
less than completely voluntary, 94t
voluntary tax payment, 36
voluntary vs. coercive governance, 100-109
competition among rent-extraction societies
with exit costs, 106—-109
continuum of exit costs, 106—108
Nash equilibrium, 108

competition among rent-extraction societies

without exit costs, 104-106
baseline, 105
liberal state vs. rent-extracting state, 101-104
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payoff matrices, 103t and Coasian bargaining, 126, 132-133

voting and demand for public services, 82,

probabilistic spatial voting model, 183186 84

q-referenda mechanism, 152, 155 and different levels of coercion, 87

and Kaldor-Hicks-Scitovsky compensation,
Weberian state, 7, 8, 29, 32, 43, 61, 138 129,132,133
welfare. See social welfare marginal willingness to pay, 82, 201-202,
welfarist approach, 169, 197 206
Wicksell(ian) coercion, 30, 33-36, 84, 86-87. and net fiscal incidence, 204, 213-215
See also coercion and spatial model of state coercion, 86—87

Wicksell(ian) criteria, 34 and supply of public services, 85

unanimity criteria, 30, 34
willingness to pay (WTP) Yugoslavia. See Macedonia
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