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‘ by

* Vincent Ostrom
 Indiana University = -

B The primary preoccupation of public ch01ce theory has been‘w1th none .h’
"1,market decision making and thus with p ublic ch01ce, not market cho1ce._*7ﬂ5& |
7f?}Economists have always recognized that market 1nstitut10ns are subJect to ,‘

.fyserious limitations and that an array of goods and serv:ces w111 be supplied
":through 1nstrumenta11t1es of government in one form or another‘ Unfortunately,
~1nst1tut10ns of government are also subject to 1nst1tut10na1 weaknesses and
w;;fa11ures.‘ Reliance upon governmental authority to correct for problems of
e d}market weakness need not lead to an improvement in welfare. .
- References to market 1nstitutions, to governmental 1nst1tutions and

N

' to problems of 1nst1tut10na1 weakness and failure suggests a preoccupation

ifiin public ch01ce theory that 1s akin to the work of 1nstitut10na1 economa’ts..la”
‘ﬁ'gijhe k1nsh1p 1n 1nterest 1s however, accompanied by substantial dlsparity h“ |
” 5:f1n method Contemporary public cho1ce theorists are more likely to. be B
';;lgrounded in the micro-economic theory associated w1th the Chicago School .: SR
:bli}}than in the work of the tradltional 1nst1tut1ona1 economists.v 5
Whether public ch01ce theory represents a major advance in 1nst1tut10na1
jddﬂlﬂanalysls w111 depend upon whether the new approach prov1des a methodology |

:'gﬁfbr the comparative study of 1nst1tut10na1 arrangements that take us beyond

R e *Prepared for presentation at the meetings of the American Agricultural "'”
rgﬁchonom1cs Assoc1at10n, Ohio State Univer51ty, Columbus, Ohio August 11 1975



"the earlier 1nst1tut10na1 economists._ The task is accompanied by a number :

,°f d1ff1cu1t1es that need to be acknowledged In examining these difficulties

v I shall focus upon some of the basic elements in public cho1ce theory that
Stv'p01nt to some problems involved. These elements include .1) methodological,:
individualism, and 2)zthe nature of goods as these relate to implicationsi”

for institutional design.

Methodological Individualism

- A basic presumption in economic reasoning is that all choices are made
‘and actions taken by individuals who weigh costs and benefits, or advantages 5
ﬂand dlsadvantages, in relat1on to alternatives that are available'to,them,
nMethodological individualism'implies that analysts rigorously and persistently
use a-languege that comes hack to individual persons as decision makers.
The work of the earlier institutionel eeonomists would be criticized by nany-d
~public'choice theorists on the grounds that their use of language too fre§
quentlyfabandoned methodological individualism and painted sweeping word
~pictures of human societies'as a whole. |
The development of an analytieal language that makes rigbrous andv -
,b’persistent use of methodological individualism is plagued’hy two major diffi-
:culties. The first is that of stipulating'a model of man that will provide'v"‘
en eppropriate definitional referent in-using individuels as the basic unit,
.of analysis. 'The‘seCOnd‘difficulty is shifting the units and levels ofkuv
; enalysis tO‘take‘account of jointness of effort and interdependenoe of eetions-

o iemong aggregates of individuals.

F:Assumpt1ons About Human Conduct

Homo s_p1ens through their use of language are endowed with a cultural “



hfinheritance that is. var1ab1e 1n t1me and place.. The 1nformat10n or k1ow1edgev._a
vthat forms a part of thlS cultural 1nher1tance s1gn1f1cant1y affects the_f:z"

'opportunltles and the strateglc poss1b11it1es for ch01ce that are ava1lab1e ft

D to 1nd1v1duals. Trad1t1ona1 assumptions about 1nd1v1duals as used in a f,fhw:;ﬁ*"

htheory of market ch01ce cannot be applled as e351ly to non-market declslon
';maklng T1me hor1zons An constitut1onal dec1s1on maklng, for example, are |
bof radlcally dlfferent magnltudes than the t1me horlzons involved 1n market
dec151ons. Assumptlonsuabout certarnty and rlsk are less tenable. Problems,'

>~fof Uncertainty, fallibility, and‘error will assume greater magnitudes.-“The E

' Lliacquls1t1on of 1nformat10n will be a variable that is subJect to econom1c

. calculat1ons under cond1t10ns of uncertalnty. Under such c1rcumstances,fy
vlearn1ng and the generation of new knowledge become a character1st1c of
1nd1v1dual human behav1or whlch may transform the range of opportunit1es ‘that

1

. are ava11ab1e and the way that preferences are ordered among sets of poss1-‘

b ; b111t1eS.‘:/m

Assumpt1ons of fa111b1l1ty, uncertalnty and error proneness greatly | }
"ijrestrlct the ragor of deduct1ve 1nference. Reasoned 1nference and conclu-_
f%s1ons are st1ll p0551b1e as Gordon Tullock has. demonstrated 1n h1s efforts>
y'to fashlon a theory of bureaucracy upon a 51mple set of assumpt1ons about Lo
"'*ind1v1duals seek1ng to advance career opportunltles w1th1n a bureaucratlc“
borgan1zat10n. Tullock derives loss of-1nformatlon and loss-of-control

functlons whlch enable h1m to generate conc1u31ons about systematlc tendenc1es

'fi “toward goal’d1splacement and "bureaucrat1c free»enterprise" 1n'large-sealeﬁ

s :"fbureaucratié‘structures.

>

vanst1tut1onal Varlables in Shlftlng Un1ts and Levels of Analy31s

thle ind1v1duals may be regarded ‘as the bas1c units to be taken 1nto



g ;iaccoumt 1n decision-making 51tuations, they usually act w1thin a social

o m111eu that takes account of the interdependent 1nterests and actions of

"'.°other 1nd1v1duals.. Much of market behavior 1nvolves ind1v1duals who function

*»qipxn productlon teams organized as bu51ness f1rms rather than 1nd1v1dua1 pro_'::_°5':

'?“prietorships., If the f1rm manager is v1ewed as a 51ngle sovereign seek1ng

. gto maxlmize proflt the assumptions appllcable to purely 1nd1v1dua1 conduct

v'n’can be ascribed to the firm w1thout too much difficulty._ But to treat firms -

as though they were ind1v1duals obscures the problem of specifying the

' \‘»ghstructure of authority relationships wh1ch both constrain some possib111t1es .

’fand create 1ncent1ves to pursue other p0551b111t1es. These structures of
‘fauthorlty relationships become the composrtional or relat10na1 rules for :7
hihtransformlng patterns of 1nd1v1dua1 behavior into j01nt,v1nterdependent '{5;h;

hrelationsh1ps that take on characteristic patterns of organized soc1a1 |
"fabehav1or.'v» - | h o : R
» & Market conduct, for example, 1s organized by reference to SpeCIfIable l“ E
*irules of the game whlch can be stlpulated in relation to the distribution i
effof 1ncome, the structure of property rights, terms and conditions for L
gfentering 1nto bindrng contractual agreements and the constralnts that apply |

;to unlawful conduct.. Those are the rules that establlsh terms of trade and B
‘d'aspecify 11m1ts to ‘market relationships. | |

Patterns of authority relat1onsh1ps within the bu51ness firm may vary "

"?_;substant1ally from the patterns of relat1onsh1ps that are character15t1c of ;i L

?;tﬁmarket conduct.i In ‘turn market conditions in a highly regulated monopoly

"lﬁfstructure w111 vary substantially from a highly competltive, open market

' h:arrangement. The structure of authority relationships both- within the firm ::'_:fl

"‘;}and w1th1n the product market represent two different 51multaneous games which ' 4

'*f5faffect the patterns of conduct and performance in part1cular industries..'yfi:fﬁ;




.
a SpeciinngF%hevstructure'of:authOrity relationshipsdfor'ordering sociaiﬁ
: reiationships'requires erplicitdattentionrto institutional variables. Ex-
’ftending an analysis to non-market decision-making‘arrangements requiresva‘fh
‘spec1f1cat10n of essential relatlonshlps and constraints that apply to non;
vmarket conduct. Tullock's theory of bureaucracy spec1fies a set of 1nst1tu-t“'
} t1onal 1ncent1ves and constraints that are qu1te dlfferent from those wh1ch
vwould be fbund in a market structure where individuals were free to trade w1th‘
one another to each other's advantage. Instead, super1ors were assumed'to
~<_dom1nate the career opportun1t1es~fbr subordinates within a given organization.,
| Unless ana1y51s is constrained by an arbitrary law and order assumpt1on
the spec1f1cat10n of relevant structures of institutional arrangements can :
1v- become extraord1nar11y'comp1ex. The rules for the play of a game within a -
lteam w111 be quite dlfferent ‘than the play of a game among teams._ Whether
‘those rules are effectlve 1n orderlng conduct depends upon the avallabillty
H-'of referee1ng.or_enfbrc1ng arrangements. Unless those are assumed away, .
patternsvof enforcementlneed be expressed in probability terms. 'We'arefthen
confronted w1th the task of spec1fy1ng 1nterdependence among inst1tut10na1
structures on an assumptlon that a move or a choice of strategy in one game
‘can be potent1a11y v1ewed as a s1mu1taneous move in a serles of other games.

As publlc ch01ce theorlsts focus upon non-market decision mak1ng the1r.
b,success in p051t1ve ana1y51s will depend upon the1r capac1ty to specify rules
hand relat1onsh1ps whlch order social behavior in spec1f1ab1e ways. Prerh;ff
_sent1ng the logical 1mp11cat10ns of rules and relationships for specifiahle rv”

S un1ts and levels of analys1s w111 be a major task. No singie‘theory of’teams.'
"tor of coa11t10n format1on w111 be approprlate to all dec151on-mak1ng arenas. .
The games of war,,electoral pol1t1cs, bus1ness competltlon and of adversary |

'v11tigat10n 1nvolve qu1te different patterns of confllct, compet1t1on and o



.cooperation w1th1n and among teams of vary1ng conf1gurat1ons.v
;t By exp11c1t1y spec1fY1ng the rules and relatlonshlps -which fac111tate

and constraln the choxce of strategy on the part of 1nd1v1dua1 actors, pub11c
..cholce theory may be able to avo1d the creation of models of man that d1f-b'
ferentlate "economlc man" from "organlzatlon man'' or "p011t1ca1 man."
Instead we might anticipate how the same individual is led to pursue dif-
ferent strategies by the structure of incentives created in the rules and‘x.
relationships stipulated by different types of:institutiohal arraﬁgements;
The‘same individuai functions as an economic man, orgahization man or
'polit1ca1 man depending upon the games of life that he plays in varying

: 1nst1tut1ona1 settlngs‘ A general model of man can be used if the 1nst1tu§j
' tlonal context is more explicitly characterized and institutional vatiabiesu

»atebekplicitly‘identified as affectiﬁg the structure of opportunities and
» _the choice of strategies in different units and levels of analysis. |

| If pub11c choice theory can 1) ma1nta1n a strong and exp11c1t commit-
ment to methodolog1ca1 1nd1v1dua11sm, 2) specify the comp051t10na1 and
relat1ona1 rules associated with joint efforts or teamwork and 3) specify
the patterns of interaction that apply among teams in different declslon- -
making arenas, we may be able to proceed with step-by—step increments to
:the analysis of institutional behavior rather than‘commehting about aggregaté’
| structures of institutional arrangements in general. ~When analysis shifts:
xtovdifferent units and levels we need to be qoite\exPlicit about those units
aﬁd'levels ofbanalysis if we are to make comparisons,where similarities |
and differencesAcaﬂ be eaplicitly accounted for. Otherwise it becomes
' 1mp0551b1e to account for what differences institutional arrangements make
in ordering soc1a1 conduct and how these patterns of conduct affect the

well-being of those who funct1on,1n different 1nst1tut1ona1 structures.



. The Nature \_q_f;"coeds -

Perhaps the most important element in publlc choice theory has been an =

v,

: exp11c1t effort to 1dent1fy character1stics of goods wh1ch are assoclated

'3Q. 5w1th drfferentlal 1nst1tut10nal arrangements for organ121ng econom1c efforts

’bto yield an advantage~through Jornt»actron. The task has been: one of d1f-
'ferentlat1ng marketable goods and services from those wh1ch are not subJect
fto market provrslon and requ1re recourse to non-market 1nst1tut10ns to
Asecure the1r provrsloml , The degree of success or fa11ure in th1s effort
'w111 probably be the cr1t1ca1 factor in establishlng the net contr1but10n V
of public ch01ce theory to 1nst1tut1ona1 analysis.
"fﬂ Economlsts have long 1dentified exc1u51on as belng an essent1a1 condl-‘i
‘ tlon of market organlzatlon and the absence of exclu51on as a condition |
) yevoklng market fallure.; J01ntness of use, non-subtractability of consumpt1on;'.’
ﬂ’fgmeasurab111ty of outputs, and durablllty of a good or service are some of o
‘the other attrlbutes, apart from exclu31on, that bear upon efforts to dls-ﬁef-f'“

“thngu1sh the nature of goods and serv1ces.

Exclusron 1mp11es that a vendor can deny a potent1a1 buyer the use of I

:"a good or serv1ce unless he is w1ll1ng to pay a pr1ce. Jorntness of use :
1mp11es that a number of 1nd1v1duals w111 s1multaneously enjoy the benef1ts .
“or endure the costs that are. assoclated wrth some set of events wh1ch can be
:l conceptuallzed e1ther as a "good" or as a "bad " Reduclng the costs of a :l"

;bad which would otherw1se be endured is the equlvalent of enjoyrng the benefrtgv

: :_“of a good On the basrs of these ‘two considerat1ons -- jointness of use and

’Eexclu31on -- a prov1srona1 def1n1t1on of a publlc good or serv1ce 1s one. that»_>
: is subject to j01ntness of use where exclu51on is d1ff1cu1t or costly to

o yattarn.v?



Jointness_of use or éonsumption does not fbrecloée'the possibility
that partial exclusion can bé attained for some goods and Se:vices. A |
,»théatrical‘production is jointly‘eﬁjoyéd or consumed by an aﬁdience but
exclusion can be attained in admitting only those who pay a price for
admission. The saﬁe pfinciple can épply to toll roads and to jointly used'
goods or services subject‘to_usér charges. My colleague Elinor Ostrom has
referred to such goods as '"toll" goods. Toll goods typically involve an
element éf choice for the potential user asiagainst a no-choice circum-
| Stance that may apply to individuals in many public-good situations.

Where jointness of consumption occurs and exclusion cannot be attained
éﬁ‘open question remains about the size or magnitude of the field Qf effeéts
asssociated with events that can be identified as a potential public good. :
of service. 36Undary condition$ characteristic of such events may be more
or less precise or ambiguous. The boundary conditions that apply tqvwater-'
sheds, for example, aré easier to establish than boundary conditions for
éfmbspheres or micro-climates. Man-made conditions such as the provisioh 1
of law and order, the aésthetic quality of an urban landscape or other types
of public goods and services may be differentiable over a larger domain but
,subject to an undifferentiated jdintness of use or consumption within a
sﬁaller domain. So long as thé Tiebout option is available, the choice of
:avtesidehce among differentiated neighborhoodélmay be similérvto an admiésioh
charge for a toll good.
| vl Another éharacteristic of events which are tieated as goods or serviqe
is whether use or consumption by one individual exhausts the utility of aA
.'goddvand precludes'its use or consumption by other individuals. The defini-
tion of consumption in market economics is usually based upon a stipulation -

that consumption by one precludes consumption by others. Samuelson's initial



. -efforts to conceptuallze a publ1c-good turned cr1t1ca11y upon non-subtract1b1l1ty
;:of consumption.’ A pub11c good is one where use or consumpt1on by one does : |
;' not subtract from its use or consumptmn by others.» ‘The margmal cost of the
add1t10na1 user or consumer is neg11g1b1e or zero and each 1nd1v1dual has
E equal access to the use or enJoyment of a public good
These conditions may apply w1th1n thresholds but the caee of a purelyf"
hhhiic good‘characterized by complete non;subtractibilityrof consumptionla"
ieddifficnlt to imagine. John F. Dales, for example, has commented that f"
grav1ty is the only case of a purely public good that he can 1dent1fy : Perfect
non-subtract1b111ty in consumptlon may imply that no effort need be made to
seeure such a purely public good. |
‘The disconcerting problem for a public eeonomy'iS'where jointness of

nse or consumption occurs under conditions of.partial subtractibility. At ‘
some threshold of supply;»use by an. additional pereon or'for an'alternative
\type of use may impair.the value of the good for other users or alternative
types of nsers. The condition of partial subtractibility when aggregated»ﬂ
'demands‘eXceed'the threshold'of supply can lead to an erosion or degradation
in the quality of a public good or service. Conditions of partial subtract1-
b111ty imply that jointness of use gives rise to potential conflict as among_
uses and patterns of use. The resultlng impairment of'use generates
"pollutlon," "congestlon," or an "er051on" in the qualltles of llfe.

‘ These characteristics of public-good situations mlght be’ extended by a
v»_con51derat10n of other attrlbutes including measurability, durability, and
other 51mllar character1st1cs. The problems of measuring a good and servxce '
where exc1u51on is d1ff1cu1t to attaln and consumpt1on is subject to partlalr
subtract1b111ty is too well known to persons. fam111ar w1th publlc—good ”

problems to pursue in the 11m1ted time and space constraints avallable‘for s



"ithis.diSCussion, When consumptlon or use of a serv1ce occurs 51multaneously_l'
’*'w1th its productlon the capaclty to d1fferentiate an output or a product

7_;from the productlon process 1s also d1fficult to: reallze. Mon1tor1ng the

",i*performance of those who supply pollce services, for example, poses d1f-jbj

:'f1cu1t1es because of the non durabillty of the service and the problems p:*i -
of measurlng the output |
Publ1c choice theory has . only begun to cope w1th the essent1a1 con-s
‘ceptual problems in characterlz1ng the nature of goods.' Ideal type ‘a" .
.,fbrmulat1ons for spec1fy1ng purely pr1vate and purely public goods are
'r_‘l1kely to apply only to a few tr1vial cases or to null sets., Instead wefbv
'T.mlght V1ew attrlbutes such as exclus1on, 301ntness of use, doma1n, sub- ‘

tract1b111ty of consumpt1on, measurabil1ty, durablllty and other such

*“_character1st1cs as. var1ab1es where more or less of any g1ven attr1bute or

: comb1nat1on of attrlbutes m1ght be spec1f1ed . We mlght then arrange»specle
'1f1able goods on a contlnuum between purely pr1vate and purely publ1c. The"
rpresence or absence of certa1n attrlbutes or characterlstlcs might be viewed
“as creat1ng opportun1t1es or pos1ng problems that are subJect to var1able
"solutlons. W1th all of 1ts 11m1tat1ons public cho1ce theory 1s, nonetheless, |
”"hhlghly suggestlve of 1mp11cat10ns for dlfferent p0551b1l1t1es that m1ght
fhbe pursued in the de51gn of non-market 1nst1tutional arrangements in a

publlc economy.

' Igplications for Institutional,DeSign

Mancur Olson in hls Loglc of Collect1ve Actlon ‘has 1nd1cated that whereh;'

"a publlc good 1s subJect to Jo1nt consumptlon and where exc1u51on cannot be

"‘,iatta1ned we_canvantlclpate'the_fa11urevof a solutxon thatudepends ent1re1y‘fp,’-j’ e
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unon'voluntary agreement among the individuels involved. Each individual
“within the relevant dcmain will ,by definition ,be able to enjoy the benefit |
of whatever good is secured by natural provision or by the efforts of
others. If expenditures are required to modify the supply of such a good
some individuals will have an incentive to take advantage of whatever levei,
of good is freely available and to minimize costs by withholdingbhis own -
| ccntribution to the joint efforts. Unless the community of beneficiaries
is sufficiently small to be able tc coerce one another and to keep account
~ of each cther's contribution to the common good,‘individuals will have an
incentive.to follow the ekample of successful holdouts and an unsatis-
_ factory supply of public services will be provided. The community of individuals
will suffer depriVations from the failure to supply a public good of |
pctential benefit to each member of the inchoate commumity.

| Given the probability that purely voluntary efforts to supply a pﬁﬁlic
good.will fail, rational individuals would then be lesd to search out non;
:vcinntary solutions which would enable the community ef potential bene-/
ficiaries to procure a joint gcod while minimizing their potential costs ' ‘.
in se doing. ' If we assune'that public goods come in different sizes and
shgpes, Olson has formulated a '"principle of fiscal equivalence'" to indicgte‘
“that the boundaries of a jurisdiction to procure a public good or service
should be drawn to take account of the relevant structure of events so that
potential benefits and potential costs for the potential comnunity of
‘users can be internalized within a given domain. If appropriate boundaries
~are drawn, if the éssessment costs are proportioned to benefits received,v
"and if benefits exceed costs each individual would have an incentive to
“support . an arrangement where each individual is foreclosed from functioning
’as a holdout or freerider and coercedvto‘pay‘for his fair share of the joint‘

effort.



12

Buchanan and Tullock have developed a cost calculus that can be used

to conceptuallze the problem of const1tut1onal cholce in organ121ng a
' collect1v1ty to prov1de a Publlc good The choice of const1tut1ona1 decii G
b51on rules would stlpulate the: cond1t1ons that would apply to the taklng of
enfbrceable collectlve dec1s1ons so that expected 1nterdependency costs would
B be m1n1mlzed in relation to the het benefit to be derived from the prov1s1on
of a publ:c good or service. | |

A whole series of problems in the constitution of a collectlveventere:
prise to procure the'supply of a public good or service can be spun off.
- The domain of_the good needs to betrelated,to‘the territoriality’of jurise;
dlction. The particular type of good needs.to be related to the scope of”
juriSdiction., Powers of taxatlon and of eminent doma1n are requared to solve
the holdout or free rider problem. In the presence of coerced pr1c1ng and
relaxat1on of the rule of unan1m1ty, alternatlve declslon-maklng mechanlsms
1need to be establlshed to artlculate user preferences and to aggregate those
prefcrences 1nto collectlve decls1ons about the quantlty and/or quality of
,the publlc good or serv1ce to be prov1ded for the community of users.

The essent1a1 d1ff1culty in deal1ng w1th publlc goods is jointness of

. use or consumpt1on where the failure of exclus1on permlts potential free- _p'

r1ders or holdouts. The essent1a1 problem occurs in organlz1ng the consggption’l':

51de of economic relat10nsh1ps. Establishing cond1t1ons of terr1t0r1a11ty,
;sc0pe of Jurlsdlct1on, taxation, votlng, representation and-aggregate.declslon-z
:'mak1ng authorxty and the capac1ty to authorlze prov151on fbr a ngen quan- d.
hitlty or qua11ty of pub11c service are all aspects that bear upon collectlve |

. consumptlon fhnctlons. | _ o

| vAny collectivity that is orgahized to perform‘collective conSumptlohk'

'fuhctions then faces an independent question of how to arrange for the
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'fproduct1on and de11very of a pub11c good or serv1ce. Among the opt1ons 5
h1t m1ght pursue is to develop 1ts own product1on team and supply the - S

| service through its own product1on efforts, contract w1th an 1ndependent.
::producer, who mlght be prlvate vendors or another publlc agency, or a
“comblnatlon ofvboth p0551b111t1es.- A collect1v1ty m1ght rely upon 1ts

: gown productlon team to supply some components of a service and enter 1nto

contractual and cooperat1ve arrangements with prlvate vendors and other :'h

: publlc producers to supply other components of a serv1ce.

By d1st1ngu1sh1ng collect1ve consumpt1on unlts from product1on un1ts

o 11t becomes poss1b1e to ant1c1pate the development of quas1 market condltlons
in the relat1onsh1ps among the dlfferent un1ts of a pub11c economy. The
vh‘quas1—market condltlons are created by the contractual arrangements among col-
~lective consumptlonvunlts and 1ndependent productron un1ts‘and by:competltlve
iriValryvamong’potential producers;;eScale conditions'that appiy to thep”'
’forgani;ation of coilectivetconSumption umits maysvarY’radicaliv.from those
ﬂthat.apply to production units. A user of interstate highways, for example,
"m1ght ga1n an advantage in actlng through a national government as the most
'.appropr1ate collectlve consumpt1on um:t. It is an 1ndependent questlon;as :
vto what size of un1t is most efficient in bu11d1ng and ma1nta1ning inter-
‘state highways given varlable geographlc and c11mat1c cond1t10ns. “
Multlple agencies, fragmentatlon of authority and overlapplng Jur1s- -
;d1ct1ons may as a consequence of these con31derat1ons be more respon51ve ~
feto diverse preferences and supply services more effectlvely for any g1ven
. level of expend1ture than where a fully integrated unit of government o
'}7becomes“the sole,supplier of publrc goods: and'serv1ces. We might expect;'
‘baiternative institutional arrangements’to be appropriate for pubiicvsector

organization, In the absence of enlightened and benevolent leaderShip'we"



| a mlght also expect publlc monopol1sts to be as self—serv1ng as’ private
'monopol1sts. | | |
. These arguments can be extended in a var1ety of dlfferent dxrections.
The essent1a1 p01nt is that publ1c ch01ce theory enables us to derive qu1te B
ﬂd1fferent solut1ons to the problem of public sector organ1zat10n than has
pbeen derlved from the tradltlonal prlnclplesjof admlnlstratlon used by students
of pub11c adm1n15trat10n to analyse problems of public sector organ1zat10n.-‘
": The app11cat1on of economic reasoning to non-market decision making has in |
‘effect provoked a parad1gmat1c challenge to those fields of scholarsh1p o
‘dwh1ch have been centrally preoccupled w1th non-market dec151on mak1ng. Thelv
. challenge 1mp1nges d1rect1y upon students of publlc adm1n1strat10n and of
' ;pol1t1cal science more generally.
Where we have theorles that lead to contradlctory conclus1ons the chorce
of theory to gulde future work depends critlcally upon whether ev1dence o

’_j‘cons1stently supports one or another contention. Work in pub11c cho1ce |

‘theory must now be,complemented by empirical investigations'where_contending;:‘v

lb,vhypotheses can be tested for their predictiVe value. A whole new generatlon

'of research w111 be stlmulated by thlS parad1gmat1c challenge.
| ~ The challenge 1nherent in pub11c choice theory may also lead'to a
_:bas1c reassessment of the- 1mp11cat1ons that have followed from pol1t1ca1 l
ﬁ;reform and reorgan1zat1on efforts that have been attempted over the past |
”~severa1 decades. Problems assoc1ated with the so-called urban cr1s1s,' |
- with crime.ln’the'streets;iwlth:thebperformance of localvg0vernment servicesh
more generally, and with the contemporary constitutional crisis over
'.»»eXecutive authority may‘all have been exacerbated by»inappropriate erOrmf'
‘~and reorgan1zat1on efforts. A positiye‘theory of public}choice is-a neces? '

:-jsary condltlon for undertaking reform or reorganizatlon efforts which w111
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d',fevoke the intended consequences.' Otherwise, reasoned ch01ce cannot be

| filfpused to inform political decisions.

Public choice theory also provides a basic link in going beyond 20th

:Jcentury scholarship and rediscovering the use of methodological ind1v1dualism oA

;'and economic reasoning in l7th 18th and 19th century political thought.4f77'”"b
The work of Thomas Hobbes, for example, is thoroughly grounded in methodolo-
ddgical 1ndiv1dualism and_economic reasoning as applied to the problem of,'
| :,constitutional choice. Alexander Hamilton and James Madison draw upon the
:same theoretical fbundations to introduce new conceptualizations and to -
_derive quite different solutions than Hobbes was able to derive.d In some
:v'ways Hamilton and Madison go well beyond ‘the Buchanan and Tullock formulation‘
) to conceptualize the conditions that are necessary for the maintenance of i

'7wan enforceable system of constitutional law. Hobbes had con31dered the,;~dﬁj]"

o m maintenance of an: enforceable system of constitutional law to be a logical .b

fimpossibllity or absurdity. Alexis de Tocqueville, both in Democracy in~

. America and in’ The Old gggime and The French Revolution relies upon the
‘ d‘same methods of economic reasoning to conduct his comparative analysisvofj 3 -;'.
azinstitutional arrangements in France and the United States. ﬁ 1 o
_ Public choice theory thus prov1des a maJor paradigmatic challenge to

’y20th century scholarship concerned with the study of government and public

:,~adm1nistration. At the same time public choice theory provides a link to

- jmuch earlier work in the study of political economy before economists became S

5f;ppreoccupied with market structures and political scientists became pre- |

joccupied w1th governments as their basic unit of analysis. If we can combine '
vboth the old and the new we may have the elements for an 1nst1tut10na1 =

‘ economics that lays the foundations both for a positive analysis of human

1nst1tutions and for the design of human institutions on the basis of reasoned ;fa

f’:ch01ce.
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