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I. Introduction

Until recently, Public Choice and, in general, Institutional Economics literature has paid little attention to explaining how democracy came to be established. No doubt, the latter school of thought has had more pressing tasks than looking into the past in search of the origins of democracy. However, since this is a discipline devoted to the analysis of this particular form of government, that lack of attention could appear paradoxical. Since the late 1980s, however, a number of authors related to this and other branches of institutional analysis have contributed new works on the origins of parliament in particular historical settings. Although focused in different times and countries, the hypotheses proposed tend to converge to the same conclusion. Namely: that parliament tends to arise when and where it is in the interest of rulers to create it. Public Choice theory and Constitutional Economics have also dealt with aspects of the evolution of democracy, such as the gradual extension of suffrage or the growth of the public sector and regulation. Nonetheless, these theories have focused on the consequences of these changes, rather than on their causes.

In this paper I will address the task of putting together several separate pieces of research and thought into a coherent model of parliament enactment, development and dismissal. Some attention will also be paid to the causes of the process leading from the minimal State of the 19th century to the distributive democracy of the 20th, in an attempt to provide a slightly more detailed account of the political evolution of the modern World. The resulting explanation of the advances and setbacks of parliamentary institutions does not contradict the main conclusions emerging from the recent literature. If anything, I have tried to expand and refine the argument to account for the experience of past centuries. The thesis of this article is that parliamentary institutions and the self government of cities tend to arise as devices to reassure factor owners against the fiscal demands of the State, whenever the level of economic activity and, with it, the tax revenue of the State, become particularly sensitive to expectations regarding the tax rate. This happens where production factors are highly mobile and/or technological change in its broadest sense creates new opportunities for investment. Hence, all variables that affect the mobility of the factors of production, including the physical characteristics of territory and distance to frontiers have to be taken into account in a model of political change. The final outcome of such an endeavour is a model of historical evolution that includes innovations in war, production and exchange technologies, together with economic growth and political institutions, and stretches from hunter-gatherers’ societies to the present.

Though this can be seen as an inordinately ambitious project, I have by no means been alone in the task. Rather, what this article provides is a particular combination of different pieces, which have been contributed by a large number of different authors. Most ideas in this article are not new. Hence, if there is any merit in it, this lies in the way these ideas are put together. If this is well done, this is not a big merit either: since the ingredients were already there, the outcome would resemble one of those “pre-ordered discoveries” for which all prior steps have been done by others. If the model turns to be misleading, its merit should be further reduced to have challenged the problem and provoked further reflection. Almost a century ago, the Spanish thinker Miguel de Unamuno wrote: “I wonder how much we know altogether”. And he answered to himself: “This is what nobody knows”. I would be content if I could have shown in this article that perhaps we do know more altogether than we realise. 

The article has been organised as follows: Section II presents a concise review of the state-of-the-art of the literature concerning the transition to democracy from an autocratic setting. Although some recent work has dealt with cases set several centuries ago, the bulk of it refers to recent examples, however, and none addresses the topic of which political regime, whether autocracy or democracy, should be taken as the starting point in an account of very long-term political evolution. This is the topic of section III. Here I contend that, although autocracy is by no means the “natural” form of government, there were powerful forces at work that almost inevitably pulled ancient societies towards autocratic forms of political organisation. A model of the working of the autocratic State is offered in the fourth section, which rests heavily on the prior work of McGuire and Olson (1996). Section V is more original and shows that when factor owners are highly sensitive to expectations about their fiscal burden, an autocracy may develop representative institutions as well recognise self government of cities. In this section a number of propositions are derived and confronted with episodes drawn from European history, as a preliminary test to check for their validity. Section VI explores the long run feasibility of the deal between king and parliament, to explain why and when the occurrence of a revolution was to be expected. Here again the predictions are faced with the most conspicuous examples of conflict during the 17th to 19th centuries. The final section inquires into the causes and consequences of the later evolution of democracy, on the basis of insights gained in the prior ones, as well as of Public Choice and Constitutional Economics literature. In this section our prior conclusion about the superiority of representative government over autocracy in the domain of economic performance receives qualification for the particular case of our distributive democracies. The conclusion, much in line with that of the specialists, is sceptical regarding the continuity of the relationship that goes from political liberty to economic growth in today’s World.   

II. An overview of the recent literature on the rise of democracy

The author who appears to have been first to conclude that democracy tends to emerge from the wishes of the ruling elite itself has been Gordon Tullock (1987a:ch.4). According to this author, it is very seldom, if ever, that triumphant revolutions can be described from inception to end as popular uprisings against an autocrat and his armies. More often than not, at least the first steps of these processes tend to be taken by the autocrats themselves, under the form of (usually timid) offers to share their monopoly on power. Another iconoclastic (and related) idea put forward by this author is that in successful revolutions the revolutionaries have usually counted on the decisive support of existing armies, instead of resting on unorganized mobs solely. Regarding the motives that an autocrat may have to initiate a liberalisation process, Tullock takes the example of Louis XVI and his seeming conviction that absolutism led France to an inferior equilibrium in the domains of income and tax revenue when compared to that achieved by the more liberal Britain. These ideas are in line with the ones presented in Tullock’s (1974) prior work on revolutions: though this contribution developed a rational model of participation in a revolutionary process, the very model served to illustrate how difficult it is that big masses join the cause of revolution against an autocrat determined to remain in office.

While agreeing on the point that political liberalisation usually responds to the initiative of the ruling monarch or elite, subsequent authors disagree about the motives that may lead them to start such a process. On this point, the motives of the ancient style autocrat, whose prototype could be a medieval king, seem to diverge from those of most current authoritarian regimes, even if some of today’s dictators could sustain comparison with any despot of Antiquity
. Hence, depending in part on what time period are they analysing, different authors may come to diverse conclusions. 

North and Weingast (1989) published a widely read article on the process that led the new British rulers to acknowledge an important role to the Parliament in 1688. These authors emphasised the role of Parliament as a guarantee for State creditors against the dangers of confiscation and debt repudiation, at a time in which international conflicts forced the states to extensive borrowing and default. It is worth noting that their thesis has been recently contested by Stasavage (2003) on the grounds that a parliament cannot become an effective check to debt repudiation unless debtors have a majority in the chamber, which is not usually the case. 

Other authors have applied similar ideas to the analysis of other institutions of the past, also endowed with powers, both political and economic, that could be used to counterbalance the power of the monarch to expropriate. This is the case of Hickson and Thompson (1991) on the rise and endurance of the craft guilds, as well as that of Greif, Milgrom and Weingast (1994) on the origins and nature of the merchant guild. In the latter contribution the role of the merchant guild as a barrier against expropriation is extended to its acting as a check against heavy taxation in general. 

To the extent that Tullock is right and it is the monarch who has usually taken the initiative to create the institutions that challenged his own monopoly of power, these contributions suggest that his original intention may have been limited to reduce tax rates
 in order to maximise the total product of taxes. Of course, one can detect here the shadow of Arthur Laffer behind the scene, and the timing of the publication of Laffer’s work and that of these authors seems to endorse this interpretation. Given his initial purpose, the reasoning goes on, a monarch trying to reduce the tax rate can step on the incredulity of his subjects regarding the sincerity and durability of his promises. Thus, confronted with a game of credibility, the monarch puts the power to tax (or, more often, some part of it) in the hands of the subjects themselves, as the sole expedient able to demonstrate the sincerity of his commitment.

The role of the parliament as an instrument of credibility to dissipate the fear of too high taxes has been also stated in a clear manner by Rogowski (1998) in a contribution that reviews several episodes of political liberalisation. Less clear statements can be found in other contributions compiled by Drake and McCubbins (eds.) (1998), although it is necessary to add here that these tend to focus on recent events. In another chapter of the same volume, Heller, Keefer and McCubbins take the task of abstracting general propositions from the different case-studies. In their opening essay, Drake and McCubbins pay attention to the question of what exactly a ruler is trying to maximise, a point in which the distinction made above between classical and modern autocrats is especially pertinent: for an autocrat worried about maximisation of his or her own income, the quest for credibility in relation to taxes seems to be the most common motive behind a process of liberalisation. 

Another interesting contribution to the study of these topics was published by Carles Boix (2003). This author agrees that episodes of political liberalisation have been usually started by the ruling elites. As for the factors that seem to trigger their initiatives, he identifies the fear of revolution and the mobility of assets. Though the importance attributed to the former seems to conflict with the views of Tullock, the latter fits better into the shared scheme, in so far as the mobility of assets plays an important role in determining the exact shape of the Laffer curve. 

Finally, in another interesting paper Robert Fleck and Andrew Hansen (2002) state the same proposition that democracy can be thought of as an invention of the ruling elites to pursue their own goals. They apply this idea with seeming success to the birth of Athenian democracy, and, drawing on the prior work of Kydland and Prescott (1977, 1980), they elaborate a formal model for the enactment of democratic institutions in general. An original piece in their interpretation is that they do not attribute much importance to the fact that being a citizen in a maritime republic like Athens greatly facilitated the mobility of people and assets. Rather, they consider that the key decision in the hands of Athenian farmers was investment in land improvement, in an era of big opportunities for agricultural specialisation in commercial crops. Thus, the main interest of the rulers lied in reassuring these farmers about the soundness of their property rights and stability of taxes on land.   

The last contribution to date, to my knowledge at least, is Acemoglu and Robinson (2005). While these authors agree that political liberalisation is usually the work of the ruling elites, they join Boix in identifying as their motive the fear of revolution. Since they deal mostly with recent cases, it is no wonder that the reasons they find differ to some extent from the ones found by other authors who deal with older materials.

At the end of this brief overview, some widely shared ideas appear to emerge:

· First, transition to democracy (or to something related to it) often seems to be the creation of those who have enjoyed prior monopoly of power.

· The precise motives of the rulers to initiate a move towards democracy depend upon which variable are they trying to maximise. When this is their fiscal revenue, democratisation appears as a device to convince people about the sincerity of their commitment to low tax rates. 

· Asset mobility plays an important role in this game. When this mobility is low, taxpayers cannot do much facing high tax rates, so that the top of the Laffer curve is high and far from the origin on the horizontal axis of the figure. In this case, rulers do not have to worry about a decrease in their fiscal revenue as they increase the tax rate. On the contrary, high mobility of assets implies that the optimal rate is low, and assurance has to be given to taxpayers that it will not go beyond that point.

· Nonetheless, even when the goal is revenue maximisation, the shape of the Laffer curve does not depend on mobility of people and capital solely. As shown by Fleck and Hansen (2002), as well as by the school of the firm as a nexus of treaties, it may be easy to force people to work hard on simple tasks, but it is difficult to compel them to contribute all of their talents to specialised ones. Thus, incentives and assurances may be sometimes needed to induce taxpayers to allocate all factors of their own to productive uses. In general, we need to be alert about the type of factors needed for production in a given time and place when speaking about the effects of tax increases on final revenue.  

III. Autocracy or democracy: What comes first?
So far, we have assumed that autocracy is, so to speak, the natural state of affairs in politics, out of which democracy arises: all authors reviewed in the prior section start their account by depicting a situation in which power is monopolised by a ruler or an elite. In particular, when Gordon Tullock (1987a) wrote his book Autocracy he insisted on the character of democracy as an exception in a World and a History where absolute power is the rule. A question relevant for Institutional Economics and for the history of political organisation is: Why is autocracy such a widespread form of government?

Should we dive in search of a “natural” form of government, we would emerge with the conclusion that it is no government at all. Anthropologists who study the more “primitive” societies usually depict the band of hunter-gatherers as a social unit in which no vested authority exists. Game theory and the “economic” theory of anarchy have provided an interpretation that fits into the anthropologists’ depiction of these “face to face” societies. According to this view, there is a repeated interaction among any pair of members of the small band chosen at random, an interaction that comes to an end only at the uncertain date of their death. When everybody has the means to respond with kindness to kindness and with insult to insult (and there is little doubt that a hunter has such means), the situation resembles a prisoners’ dilemma supergame, and social discipline arises out of that continuous interaction. However, the duration of this golden age depends on the existence of a low population density, which is the precondition for the survival of the small band as the social unit: whenever a band grows beyond a certain limit, continuous interaction among members and the resulting discipline weaken, and the band has to split sooner or later. For this, however, it is necessary to count with extra land and, hence, the process eventually comes to an end. What comes next has been described by anthropologists as the gradual emergence of the institution that we call the State. During a first stage, the tribal society somehow resembles a democracy: the power of chieftains is limited in all senses and plenty of room is left for the role of assemblies. Eventually, however, power becomes more and more concentrated in the hands of a few. 

Sadly, neither anthropologists nor historians can rely on written records to document why and how this concentration of power takes place. Among the former, Carneiro (1970) was first in relating the precocity of states located in fertile territories circumscribed by natural barriers such as deserts to their geographical characteristics. In his model, the process of continual division of bands simply comes to an end soonest in such an environment. However, when pressed to give a detailed account of State formation, this author could only offer the hypothesis that at a certain moment some chief and tribe impose their power on others by force. Other social scientists have proposed similar explanations. Historian Franz Oppenheimer (1926) and economists Herbert Spencer (1967), Mancur Olson (1993) and José M. Sánchez Molinero (2000), agree with the Hobbesian idea according to which the State is a creation of force. Others seem to be more sympathetic to the idea of the State as the outcome of something similar to a social contract: anthropologist V. Gordon Childe (1936) and historian Karl Wittfogel (1957) emphasised the role of the State as a provider of public goods, and a legion of economists have contributed to formalise their implicit model. When all is said and done, however, we are left with mere hypotheses, but no evidence to confirm or reject them. As a result, many would agree with Douglas North (1981) when he termed as insolvable the problem of the origins of the State, and sterile the debate on the topic.

However insolvable this problem may seem, there is in my view a way out. Theorists of Constitutional Economy and Public Choice have often deplored the lack of communication between their disciplines and the study of corporate governance, in spite of the similitude of the problems under scrutiny. In an attempt to bridge this gap, I think that the best check to the social contract theory is to be found in the theory of contracts developed by firm theory. According to this theory, contracts pertain to one of the following two groups: enforceable and non enforceable, with the former split into third-party enforceable and self-enforcing. A contract is self-enforcing when both parties can withdraw at will. When we apply this scheme to the State, it becomes apparent that an institution defined as the legal monopoly of force cannot constitute a third-party enforceable contract. As for the feasibility of calling the State a self-enforcing contract, this will depend crucially on the ability of the citizen to withdraw, which, in most cases, means emigration. Hence, whenever the costs of migration are low, the view of the State as a social contract seems to be accurate; otherwise, however, this becomes increasingly problematic. 

Robert Bates, an expert in African economics, agrees with this idea. Bates (1987) published a very interesting article on the political forms in pre-colonial Africa as depicted by explorers, missionaries, colonial officials and anthropologists. By comparing the political and geographical characteristics of a set of African societies, he came to the somewhat surprising conclusion of a seemingly germane development of monarchies and of assemblies endowed with judicial and/or political powers. In sum, the embryonic states of pre-colonial Africa seem to have exhibited some features of a social contract, at least in a majority of cases. Why? In Bates’ own words, the reason lies in the low population density of pre-colonial Africa:

“[Land] being abundant, it was practically free. In societies where people derived their incomes from farming, this meant that they could readily move from one society to another. […] Being mobile, the citizenry could thus bargain for favourable treatment by their rulers. […] Chiefs often had to rule through councils dominated by non-royals. […] The fact that in most states the people were the army and that the monarchs had no independent full-time forces of his own also placed limits on central power. […] Further enhancing their bargaining power was the level of competition within the political elite.”
 

Thus, the dilemma posed by population mobility to the ruling elite is present from the very origin of the State, and appears to be the main force behind representative regimes from the Stone Age to the present. 

Over time, however, the same increase in population density that made necessary the minimal political organisation that we find in tribal societies and embryonic states would be, in turn, fostered by the protection of property rights lent by these early states
. With reinforced increase in population density, at home as well as abroad, these states become “socially circumscribed”, to use an expression coined by Carneiro. In each of these, resources become scarce given the existing technology, and immigrants cease to be welcome and presented with free land. Now, as the costs of emigration become higher for the citizen, the social contract ceases to be self-enforcing and there is no dike against the expansion of the State. The latter evolves towards autocracy, and becomes increasingly demanding for the taxpayers; Leviathan triumphs over his milder brother; the Olsonian tale of the bandit king, though historically inaccurate, turns out to be a good metaphor for the State, and we have a highly credible explanation of why Tullock is right when he asserts that democracy is the historical exception rather than the rule. 

Here I have to admit that the paragraph above is purely speculative. Though historians and anthropologists have provided a non-negligible amount of literature on the early State
, most of this consists of case studies based on such and such a time and place. I feel confident that a new reading of the data, if there are data on the relevant variables of our model, would show that these do not conflict with the hypothesis just stated, rather the opposite. However, the number of case studies is high, figures on population density and its changes over time are often missing in the published work, and perhaps they are missing altogether. Furthermore, the main topic of this article is not the emergence of autocracy but that of the exception called democracy. Hence, I will go no further than merely proposing the above stated hypothesis about the triumph of autocracy. In the remaining sections of this article, I shall try to explain how the exception has worked its way into the course of History.

IV. Tax rates, public goods, and the equilibrium of the autocrat

In this section I formulate a model of the behaviour of a classical autocrat deciding on tax rates. The model presented here draws on the one offered by Olson (1993) under the form of a verbal account, and formalised by McGuire and Olson (1996). While starting from the same assumptions, our formulae and explanation fall somewhat apart from theirs. All the same, we proceed step by step, which facilitates the purposes, as pursued in the next sections, of analysing the effects of exogenous changes and contrasting the equilibrium of the monarch with that of his subjects. We could also have taken the Laffer curve as our starting point; however, the model of McGuire and Olson has the merits, in my opinion, of looking at the State in its double role as tax receiver and producer of public goods.    

As a start, imagine that we have an autocrat commanding over a country and deliberating about the rate of a given tax. It is of little importance if we assume that our autocrat perceives a single tax, whose base is the social product of the economy under his command, or a full array of taxes, placed on different people and activities. In the former (and simpler) case, we could write:

[1]
T = Y·t
Where  T = total fiscal revenue 

     Y = social product

              and t =  the rate corresponding to the single existing tax.

In a similar vein, we will consider that the autocrat provides his subjects with a single public good, in a quantity denoted as G. It doesn’t seem unrealistic to assume that provision of this good has a beneficial effect on the social product.

Of course, the social product is the outcome of an aggregated production function whose arguments are the quantities of factors allocated to that end as well as the state of technology. However, we will adopt the postulate that the quantities of allocated capital, effort and land are a function of, among other things, the quantity of the public good supplied (G) and the exiting tax rate (t). Furthermore, we will assume that this functional dependence of Y on t and G operates not only via allocation (or not) of the existing quantities of production factors, but, to some extent, via the effect of G and t on the rates of saving, accumulation of human capital and R&D activities. Of course, there are other variables, here taken as exogenous and grouped together under the general label of vector R, that also help to determine the quantities of factors allocated as well as the state of technology. Thus, we can rewrite the aggregated production function as

[2]
Y = Y(G, t, R)

Where    
Y’(t) < 0



Y’(R) > 0



Y’(G) > 0



Y’’(G) < 0 

In addition, 

t = 1 ↔ Y = 0

G = 0 ↔ Y = 0
Nothing prevents our autocrat from channelling a part of his fiscal revenues to purposes different from the production of the public good G, be them the construction of palaces or pyramids, the purchase of jewels and armours or the conquest of new territories. Hence,
T ≥ G
As a matter of fact, we will assume that the autocrat aims at maximising the difference between T and G in order to obtain private goods like those for himself, so that his target function can be termed as

[3]
→ max (T-G)

A comment is perhaps needed in relation to the assumed target of our autocrat. When we speak about a monarch aiming at maximising his tax revenue, the image that comes to our imagination is that of an egocentric tyrant, indifferent to the fate of his subjects. This image may fit well to some conspicuous brutes, but is questionable regarding the pleasant faces we can admire in any royal portrait gallery. All that is needed, however, to make our assumption credible is that the ordering of preferences of the king, often depending on prejudices about prestige, religious duties, etc differs to a significant extent from those of his subjects. The Spanish Hapsburgs, for instance, look very pleasant in most of their portraits, but they ruined nonetheless their states by pursuing their own interpretation of their duties as monarchs.      

Thus, our autocrat faces an exercise of non restricted maximisation. With two variables on which he can decide (t and G), this exercise requires two first order conditions. Namely,

∂ (T-G)

[4]           ――― = 0  , and
    ∂ G

   ∂ (T-G)

[5]          ――― = 0

    ∂ t

The first of these two conditions becomes, step by step, into 

∂ T        ∂ G

――  - ―― = 0  , i.e.,

 ∂ G      ∂ G

∂ T                            ∂ T                           ∂ (t·Y)             

――  - 1  = 0  ,       ――  = 1  ,   or       ――― = 1

∂ G                           ∂ G                          ∂ G     
   In the latter expression, the lack of a direct relation between G and t, due to the fact that T and G aren’t balanced in this case, allows us to treat the tax rate t as a constant, or even as a real number, with which we can write:

∂ Y        

―― · t = 1  , or
 ∂ G     

∂ Y          1       

[6]
    ――  = ―

 
    ∂ G         t

This expression, first enunciated by McGuire and Olson (1996), has a powerful intuitive appeal. Since t indicates the part accruing to the royal coffers for each penny of which the social product consists, what the expression tells is that the despot finds himself in equilibrium when the increment in the social product (Y) induced by the last penny expended in the provision of the public good is fully recovered via taxes. For lower levels of G the despot can increase his revenue by augmenting this variable; for higher levels, the last coin expended in public goods yields less than its fiscal product. 

As for the other first order condition for revenue maximisation, we can rewrite [5] as

∂ T        ∂ G

――  - ―― = 0  ,  i.e.,
 ∂ t         ∂ t
∂ T        ∂ G

[7]          ――  = ―― 

 ∂ t         ∂ t

That is, in equilibrium the slope of the line tangent to the Laffer curve T(t) has to be equal to that of the function G(t). Thus, the intuitive meaning of expression [7] is analogous to that of expression [6].

In order to solve the model, our own assumptions about the sign of the derivatives of these two functions make clear that any limit value had to be a maximum and, hence, make it unnecessary to enunciate second order conditions. As for the procedure to follow for model solving, in order to avoid additional assumptions about the precise shape of our functions I will resort to the graphical method, the sole one for which the assumptions made provide us with sufficient information. 

As a first step, we can start with expression [2] Y = Y(G, t, R) and with our ancillary assumptions Y’(G) < 0 ; Y’’(G) < 0  and G = 0 ↔ Y = 0 to draw a function Y(G), taking R and t as given. This function had to pass through the origin and exhibit a positive slope, but tends to a horizontal asymptote as in Figure 1.

Figure 1. The social product as a function of public good provision when the tax rate is
given
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Of course, the exact form of this function depends on the values of t and R. Thus, for different values of t we can map a full family of Y(G) functions, as in Figure 2. 

Up to this point, we have managed as if t were an exogenous variable, which of course cannot be in our model. In order to put the things in their right order, we should proceed to draw the function that links T to Y for any given value of t. Since t is a constant by assumption [1], this can only be a single proportional function. Now, since T and G are measured in the same units of account and pertain to the same order of magnitude, nothing prevent us to represent the functions Y(G) and T(Y) on the same plane. To do so, we only have to manipulate the function T = Y·t, acting as if Y was the depending variable, i.e., Y = T· 1/t. This function is represented in Figure 3.

Figure 2. Family of Y(G) functions for different tax rates 
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Figure 3. The social product as a function of the tax revenue when the tax rate is given
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Here it is pertinent to draw attention on one of our first order conditions. Namely, equation [6], which states that, in equilibrium, the slope of the tangent to Y(G) has to be equal to 1/t, which is the slope of Y(T). In our represented function Y(G) when t = tx there is only one point in which this condition is fulfilled. This point is depicted in Figure 4.

Figure 4. Equilibrium values of public good production and social product for a given tax rate
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Different values of t give rise to different functions Y(G), as we have already seen in Figure 2, as well as to different functions Y(T). And, in each case, we will have a single point in the corresponding function Y(G) that accomplishes with first order condition [6] and, hence, can be a candidate to be the final equilibrium point of the despot. Which of these points is eventually selected depends on fulfilment of our second first order condition [7]. But, for the moment, we will limit ourselves to represent on the plane delimited by axes Y and G the shape of the “true” function Y(G) which includes all points that are candidates to be the equilibrium point, and only these points. The resulting curve exhibits the rather bizarre shape depicted in Figure 5. For very low values of t, the value of G is also very low, since so low a tax rate does not allow for big expenditures in the public good; and, as we have assumed that G = 0 implies Y = 0, we have to conclude that G values close to 0 determine values of Y also close to nil.  However, for too high values of t, Y also tends to 0, as it is implied in the Laffer curve, and G values cannot be high, either. Thus, the “true” function Y(G) starts in the origin of the two axes, presents an increasing half, and gradually retreats to point G=0, Y=0.  

This strange looking function provides the starting point for the mapping of the rest of curves of our model. To continue, we can draw a Y(t) function, i.e. the curve behind the Laffer curve, by adding to our figure a third axis for t. On the vertical of every value ti we need only to depict the corresponding value of Y, as indicated by the height of the Y(G) function in the right half (i.e., the original one) of the figure (see Figure 6). 

Figure 5. Equilibrium values of public good production and social product for different tax

rates
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Figure 6. The social product as a function of public good production and the tax rate
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 Just the same, out of the “true” Y(G) function we can depict a G(t) function. Since we do not want to include too many curves on the same plane, we prefer to draw the function G(t) on a third quadrant, as in Figure 7. For this, we have to take the values of G that correspond to each ti in the original (upper right) quadrant, projecting them towards the lower right quadrant, and redressing them to the lower left one with the help of a 45o straight line (see Figure 7). 

Figure 7. Functions of the social product with respect to public good production and the tax rate, plus function of the public good production with respect to the tax rate 
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Once this is done, all that is left to complete the model is to depict the T(t) function, i.e., the Laffer curve. This is done by taking the Y(t) function as it appears in the upper left quadrant and multiplying every value of Y by the corresponding t. Just the same as the Y(t) function, the T(t) function consists of two distinctive parts: the first one exhibiting a positive slope, and the second a decreasing one. However, since t does not stop increasing after Y stagnates, the maximum of the Laffer curve is located, by necessity, to the left of that of the Y(t) curve. The new curve has, thus, the general aspect of the one depicted on the two left quadrants of Figure 8. We have good reasons for drawing it in both quadrants. On one hand, the moment has come to recall the second of our first order conditions for maximisation: i.e., ∂T/ ∂t = ∂G/∂t. In other words, the equilibrium of the despot has to be found in the value of t for which the slope of the tangent lines to T(t) and G(t) is exactly the same. This point is, of course, more easily visualised when we represent the two functions on the same quadrant of our graph, i.e. on the lower left one. On the other hand, drawing the Laffer curve in the upper right one allows to see the disposable national income after taxes, as the vertical distance between Y and T at the equilibrium point.   

Figure 8. The equilibrium of the autocrat  
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Hence, t* represents the autocrat’s equilibrium, or the tax rate at which he or she maximises his [her] fiscal revenue. Of course, for actual despots in the past the sole method to get close to this equilibrium rate consisted of trial and error. However, in a slowly changing environment it is credible that they were able to eventually select tax rates not too far from their equilibrium points.

V. Changes in the equilibrium of the autocrat and the institution of parliaments

 Now, let us imagine that, for any given value of t, every amount expended in the public good, G, gives rise to a new value of Y that is higher than it used to be earlier. Is there any reason why this may happen? The answer is yes, and there is not a single possible reason, but several. To be precise:

· The elasticities of Y to t and G may suffer from exogenous changes. Other things being equal, t and G can differ considerably from country to country without causing major migrations, provided that the cost of these is high. Now, if the cost of migration decreases because of reduced transport costs, reduced distance to frontiers (e.g. as a result of military defeat), increasing cultural homogeneity among countries or any other factor, then we will have as a result that Y becomes more sensitive to t and G differentials among countries.

· Exogenous changes in other arguments of the aggregated production function would also result in changes in the position of the Y(G) curves on the plane. If there is an improvement in the state of technology and/or increased population and/or capital, the effect can only be an increase in Y, holding constant t and G.

· More intriguing phenomena arouse from the fact that our country is not alone in the World. When we realize this, we consequently have to expand the list of arguments in our aggregated production function to include the tax rates and public good provision in neighbour countries. If, for instance, t increases [G is reduced] in a neighbour country, two effects of opposite sign are set in motion. On one hand, holding constant t and G in ours should result in an entry of labour and capital that increases our national product. As in the cases mentioned above, this would result in an upwards displacement of all Y(G) curves. On the other hand, however, that increase in taxes in neighbour countries would raise the cost of emigration for taxpayers in our country, thus reducing the elasticities of Y to G and t in our country. This latter effect would flatten our Y(G) curves, thus counteracting the prior effect. Which one predominates cannot be stated a priori.    

It is important to bear in mind that, to the extent that migration of people, capital accumulation or investment in R&D activities and human capital depend on t and G, it is not so much the actual values of these variables what matter, but their expected values. For the moment, however, let us concentrate on changes in the equilibrium as if the mechanisms described acted in an automatic manner, and later on we will turn our focus to changes in the expectations of actors. 

 For any given tax rate (as tx in Figure 9), an upwards displacement of the function Y(G) gives rise to a change in the position of the sole point in it that fulfils the first order condition ∂Y/∂G = 1/tx. As Figure 9 shows, the new point is situated above the older one. 

Figure 9. A change in the function of the social product to public good provision for a given tax rate
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Since this happens for every value of t and, hence, for every other Y(G) function, the “true” function of Y to G, consisting only of those points, exhibits now a different shape: every point in it is considerably higher with respect to its former position (See Figure 10, upper right quadrant).  As a result, if we repeat all the steps taken in the preceding section to represent the new equilibrium of our despot, we shall eventually end up with a figure in which the curves Y(t) and T(t) reach higher maximums than did before. Figure 10, in which the older curves haven’t been erased, allows us to appreciate this difference. The G(t) curve also may experience some change, but not as much as the other two curves. As for the equilibrium point, given the lesser changes in the G(t) function with respect to the T(t) one, it seems likely that t* would decrease. However, the important (and general) result is that the income disposable after taxes increases. 

Figure 10. New equilibrium of the autocrat after an improvement in some exogenous factor                                                                                                    
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In the following sections we shall enquire about the long term feasibility of such an agreement. But, prior to that, we may learn much by deducing some propositions from our list of possible causes able to modify the autocrat’s equilibrium. As we shall see, some of these propositions are old wine –and not mine, by the way; however, classifying well-known species into a new taxonomy does not lack some interest. Of course, it goes without saying that all of the propositions that follow are stated under the cæteris paribus condition.

Proposition 1. Tax rates imposed on economic activities intensive in mobile factors shall tend to be lower than those imposed on other activities; and the owners of mobile factors are more apt to become parliamentary representatives and to self government. 

In the real World, an autocrat wouldn’t be content with a single tax. On the contrary, he or she would invent new taxes every couple of days, some of them as bizarre as the tax on bearded men devised by Tsar Peter the Great. “Our” proposition stems from the observation that the product and, hence, the fiscal revenue are more elastic to international differences in G or t the lower is the cost of migration
. The owners of mobile factors are subject to lower costs of migration and, as a result, cannot be taxed with rates much higher than they are abroad. As a consequence, the autocrat feels constrained in his desire to tax them. Regarding the second part of the proposition, expectation building on the part of these persons may dictate the necessity of reassuring them against future increases, by means of letting in their hands the power to be taxed.

 Casual observation seems to confirm this proposition. Regarding taxes in a broad sense, the oppression to which medieval peasants were subject contrasts with the lighter charges imposed on merchants, who were highly mobile almost by definition. And most civilizations of Antiquity, both classical and pre-classical, also resemble the Middle Ages in this respect
. Artisans seem to fall in an intermediate situation, sometimes similar to that of merchants (as in the Middle Ages), and sometimes resembling the peasants, as happened where they were hold as an inferior caste. As for the relationship between the kind of activity on one hand and the extent of self government and the likelihood of representative bodies on the other, the ample faculties attributed to medieval cities in both domains, as well as the roles acknowledged to merchant communities in the Ancient Era, also seem to be in full accord with the proposition.

Nonetheless, one has to handle this proposition with care. True, agriculture is intensive in land, which is the immobile factor par excellence. However, when agricultural labourers possess no land, or when land is cheap, agricultural manpower can be seen as a highly mobile factor. Now then, as Evsey Domar (1970) made clear, the extreme cases of peasants’ exploitation, represented by their being coerced to work as in slavery or serfdom, do appear precisely when land is abundant and cheap relative to labour. Here one shouldn’t forget that the political authority may have the possibility of putting artificial restrictions on the movements of people. During the early medieval period, and during the early modern in Eastern Europe, restrictions to the movements of peasants were enacted that permitted the ruling elite to exploit them at ease. Thus, the next question is: When and to whom do have the rulers the ability to impose the artificial circumscription of territory? In my view, attention should be given to two factors. The first one is the phase of State development. In the cases analysed by Bates, the African monarchs or ruling elites may have been unable to impede emigration simply because the institution of the State was still in its cradle and they had “no independent full-time forces of his own”. In a later phase of statehood, however, the monarch and his entourage can and must weigh the advantages of two alternative solutions to their maximisation problem: that of light taxes and assemblies, and that of restricting the movements of people. The second variable to be accounted for is the easiness (or difficulty) of monitoring the intensity and efficiency with which a factor is applied to production by their owners. Just as easy-to-control factors tend to give rise to the classical firm and not-so-easy-to-control ones use to give birth to partnerships, profit sharing, sharecropping and similar arrangements, the original owners of the former factors can be politically coerced by using the stick, but carrots have to be employed when dealing with the owners of the latter
. In the latter instance, acknowledgement of city self-government and the later enactment of a parliament was clearly a more effective expedient
. 

A second reason why we shouldn’t make too big a case for factor mobility is that city dwellers had another way to withdraw from their “contract” with their lord. For centuries, the sole way to hold permanent control of a territory consisted of keeping a garrison operating from a walled base camp. Since the defining feature of a city was its being surrounded by a wall, control of a city meant control of the countryside around, and this enabled city dwellers to collectively respond to tax differences by transferring their loyalty from one lord to another. This applies mainly to cities close to borders, but, in a World of small political units and complicated borders as was medieval Europe, many cities fit the model. Hence, we have a second reason why cities tended to be blessed with lighter taxes than those prevailing in the countryside. Finally, we should note that the force of this argument is contingent upon the effectiveness of defensive vs. offensive military techniques, and that municipal autonomy induced by the high mobility of city dwellers could increase the chances of a collective transfer of loyalty, which in turn would produce even lower taxation in cities. 

Proposition 2. Territories in which the cost of migration is low shall tend to exhibit lower tax rates than territories without this characteristic, and to be more prone to parliament enactment.

This proposition is parallel to the prior one, with the sole difference that it applies to territories rather than to activities. It merely summarizes the conclusions reached by all authors who have emphasised the political role of personal mobility, from Thiebout (1956) to Carneiro and the rest of authors cited in the preceding sections. 

Proposition 2 could be seen as confirmed by the contrast existing between the small state-cities of Mediterranean shores in the Ancient Era, where democracy flourished, and the big empires of the Near East. In the latter we find the characteristics of difficult migration, due to the immensity of the territory as well as to the fact that this was circumscribed by deserts, oppressive taxes and astounding concentration of power in the hands of the monarch. Another possible instance of hypothesis confirmation may be provided by Renaissance Europe. This part of the World emerged from the Middle Ages as the leader in every domain of human activity. Several historians have wondered about this European miracle, and often have related it to the political fragmentation of the continent
. However, it seems to me that they have failed to identify how exactly this fragmentation may have been beneficial for the progress of the economy and politics. Some historians have pointed at the favourable conditions that fragmentation offered to political thinkers or to (often heterodox) scientists and inventors whenever they found themselves in trouble in their homelands. I do not deny this but, in my view, it is perhaps more accurate to indicate that, given the cultural homogeneity of Europe, her fragmentation into a myriad of sovereign or semi-sovereign states favoured economic development by forcing the rulers to compete for low taxation, and fostered political development through the inferior economic performance of pure autocracies vis-à-vis monarchies endowed with a parliament and local autonomy. Of course, political fragmentation had also its costs in terms of more frequent conflicts, so that one would say that the mix of costs and benefits at some moment of the Middle Ages was such as to ensure the leadership of Europe vs. other parts of the World. 

Proposition 3. Exogenous changes that increase the size of the national territory tend to produce increased taxation and a setback of parliamentary institutions.
This being a straightforward corollary of the precedent proposition, it is unnecessary to invoke new arguments to sustain it. Contrasting it with historical evidence is, on the contrary, a necessary task. However, prior to this it may be interesting to wonder what kind of exogenous changes could bring about an increase in the size of the national territory. Or, if we are pursuing the characteristic of generality, what changes seem to be able to increase the optimal size of the states. 

The economist and historian Leonard Dudley has written a series of contributions dealing precisely with this question
. According to this author, certain changes in military and informational technologies provide the answer. These changes in the techniques of information acquisition, transmission, compilation and recovery that favour centralisation tend to produce big states; and techniques favouring decentralisation of information tend to oppose them. As for military technology, some technologies are subject to constant returns to scale whereas others exhibit increasing ones. An example of the former is provided by medieval war technology, whose two key pieces were the castle and the armoured knight. In an early medieval battlefield, the sole force that could be opposed to a troop of enemy knights charging at break neck gallop was an equivalent number of friend knights; of course, one of the armies could outnumber its opponents, but there was no possible way by which the whole of its knights could fight simultaneously with the smaller force of enemies. As a result, the combat was almost all the time one to one, and the numbers of casualties in the two parties were more or less balanced, no matter the difference in the initial effectives: Dudley calls this constant returns to scale. This has to be compared with what happens when soldiers are provided with guns. If, for instance, we have an army of one hundred men and the enemies are ten, assuming the cæteris paribus condition and a rate of strikes of one in ten, all enemies would be swept away at the first round, while our troops would suffer one single casualty: this is increasing returns to scale. Of course, technologies subject to increasing returns to scale give rise to big states, whereas those subject to constant returns allow for the survival of the small ones, due to the high costs imposed on would-be conquerors.

Unfortunately the centralizing or decentralizing character of the information techniques existing at any given moment may be on the whole difficult to assess. Furthermore, I have doubts about the exogenous character of any possible bias that this technology may present. In my opinion, the case is clearer as long as military technology is concerned. Blum and Dudley (1989) have insisted in the relationship between the introduction of gunpowder in warfare and the rise of national states during the second half of the 15th century. According to these authors it was the bet on artillery made by the King of France what put a victorious end to the Hundred Years War. Some years later in Spain, the marriage of Ferdinand and Isabella put the crowns of Castile and Aragon on the same heads, but it was an artillery train of eighty pieces, partly imported from Northern Europe together with experts, which allowed them to subdue the Moorish Kingdom of Grenada, to the south of the country. If marriage and inheritance helped the fusion of once independent states in Early Modern Europe, it seems by no means exaggerated to say that gunpowder was the cement that glued them together for the future. If the reader is not convinced by Dudley’s hypothesis about the returns to scale of gunpowder and their effect on taxes and frontiers, it is self evident that the use of cannons could only debilitate the cities in their relation with the monarch inasmuch it debilitated their walls. For the sceptical, there is still an older (though no so convincing) hypothesis that relates gunpowder to the building of national states and high taxes: according to Hickson and Thompson (1991:132) as well as to historians of the “military revolution” of 16th century, the high cost of the new guns provided a strong incentive for both territorial and tax increase
.  

After his victory over the English, the King of France was able to subjugate the rest of his powerful vassals; under Emperor Maximilian I the Hapsburgs added the Burgundian states and the Bohemian Kingdom to their possessions, and further concentration of territories was achieved during late 15th century and the whole of 16th century in the Iberian Peninsula, in South Eastern Europe under the Turks and in the North. Often, the territorial expansion allowed by the military revolution went beyond the cultural or historical boundaries of the new national states. Again, the King of France led the way by attacking Milan, Burgundy and Naples towards the end of the 15th century, and this was responded by the diplomatic alliance, supported by new weddings, of the Empire, Spain, England and Burgundy. During the 16th century a re-enactment of the Roman Empire could have been possible under some of the two contending candidates to the imperial crown (i.e. Charles, sovereign of Spain, Burgundy and the Hapsburg conglomerate, and François I of France
), and this possibility of an European (or even worldwide) hegemonic power has been appearing and disappearing since then, depending on whether the progress of military technology favoured offensive or defensive tactics.

Prior to the introduction of gunpowder there is less certainty about when we can speak about economies of scale in warfare, and when we are facing really exogenous changes in that technology instead of simple choice among already existing techniques
. As a general rule, any change that facilitated several warriors to fight at one and the same time against a single enemy would result in a smaller number of casualties among the bigger army, and changes in the opposite sense would lead to a more balanced outcome. Just the same, progress in defensive techniques favoured the few against the many as well as the cities against the kings, and the contrary occurred with progress in offensive ones. To take another instance, also invoked by Dudley (1990), the Romans’ proficiency in siege warfare, their use of missile weapons (the pila of legionaries) and the flexibility of the Roman infantry formations put in their hands the means to conquer their Empire at a low cost
. In turn, the invention of the stirrup and saddle, together with breeding of new races of stronger horses able to carry an armoured cavalryman and a harness for themselves, enhanced the effectiveness of mounted troops, letting the Roman infantry obsolete in the face of these quickly-moving enemies and re-establishing constant returns to scale for centuries
.

This detour through the singularities of warfare may have been long, but it seemed necessary in order to state when we should expect an increase in the role of parliaments or a setback of this institution. Whereas the development of Roman military technology should lead to the formation of a huge empire, this expansion of Roman frontiers should put in jeopardy the survival of the Roman Republic, according to our proposition, and should reduce the Roman Senate to a minor role. As a matter of fact, this is what happened: the Empire replaced the Republic, and, though the Senate survived, it ceased to be an effective counterweight against an emperor willing to use his powers
. 

The political evolution of the different kingdoms in Early Modern Europe offers another test to check the validity of our proposition. This leads us to predict increased taxation and a setback of parliaments in the newly unified monarchies, and this is precisely what we see in this period. Whereas the increase in urban taxes was more or less universal, the prediction of parliament dismissal receives the clearest confirmation in the case of France, where the King did not summon the General States for almost two centuries between 1614 and 1788. In Spain the Hapsburgs managed to carry on their international politics with the (not always achieved) collaboration of the kingdoms’ Cortes, in a process plagued by tensions, fraud, bribery of representatives and curtailing of city power; eventually, when the Bourbon dynasty came to seat on the Spanish throne at the beginning of the 18th century, their kings quickly imitated their French ancestors and cousins and gave unlimited vacation to the Cortes. Even in England, whose boundaries had expanded the least, the Stuarts weren’t happy with their powerful Parliament, and Buckingham, l’homme à la mode, governed in their name without Parliament for decades. Everywhere in Europe, the word absolutism defined the new creed of monarchs and their entourage for a long time, and the competitive move towards democracy reversed.

If our proposition seems to predict well the trend of internal politics in Early Modern Europe, something can be also learnt by examining the deviations from the norm. The inhabitants of, and immigrants to the rebellious Low Countries proved to be exceedingly proficient in taking advantage of the opportunities that nature, the human control of flows, the quick development of new fortification techniques and involvement of the Spanish King in other military conflicts offered them to establish a small, independent and seemingly representative State in a World of great powers. According to our proposition, we shouldn’t wonder that the small Dutch Republic was governed by her States General, instead of a king, and enjoyed more freedom and local autonomy than did other countries in Europe. To the South of the Continent, meanwhile, diplomacy and their unique role in the domain of international finances may have played a similar role in the survival of the Venetian and Genoese republics. As for the precocity of the English Revolution, it is difficult not to relate it with the fact that this country had scarcely enlarged her territory between the 15th and the 17th centuries. As a minimum, this fact should lead to the restoration of the powers of the English Parliament at the least opportunity; why the English went beyond this point is a question with which we shall deal in the next section.

Proposition 4. Periods of rapid technological progress are likely to lead to the creation or reinforcement of representative institutions of government. 

As we have seen already, technical progress should lead to higher social product and tax revenues, obtained with lower tax rates. However, this demands investment in capital goods, human capital and R&D activities, and this investment cannot be made when would-be investors mistrust the sovereign regarding tax rates. The likely response from the king is commitment to leave the approval of taxes in the hands of a parliament. If those investments were to be made once and for all, nothing could prevent the king from withdraw his promises at a later moment. However, in practice investment uses to come as a flow in the course of time, the more so when one innovation follows another.

Fleck and Hanssen (2002) have related the advent of Athenian democracy in the 5th century BC to the need for long term investment in the new commercial agriculture that flourished at that time. In turn, Rogowski (1998) has emphasised the relationship linking the level of democracy to stocks of physical and human capital. Interesting as the Athenian case may be, I think that the best illustration of the relationship linking technical progress with democracy is to be found in the 19th and 20th centuries. From an early date, philosophers and other scholars have noticed the crude synchrony between the industrial revolution and the liberal revolution. Again, however, they seem to have missed the key. Taking Karl Marx and his disciples as an example, their pleas about the desire of the bourgeoisie to accede to the property of the production means or to establish the liberty of industry do not convince me. By far, I prefer an explanation grounded in the desire of investors and entrepreneurs not to be cheated by rulers eager to increase their fiscal revenue, and in the fact that, more often than not, these rulers were avert that accomplishment of their aim in the long run demanded low tax rates and instilling confidence onto economic agents. Since the American Revolution, if not before, the Western societies have deployed considerable ingenuity in trying to fragment the up to then monolithic nature of the State, so as to make the social contract third party enforceable. However, it remains to be seen whether the success of democracy in today’s Western World is due to success in that endeavour or simply reflects the realisation by the part of the State of the importance of investment for the growth of the economy and of tax revenue. 

A final comment on the general question of when parliaments can emerge is that the propositions stated here leave little room for an autonomous role of political thinking. Historians of political ideas like to attribute to them an important role in the shaping of the World and to present their evolution as a progress similar to that of mathematics or physics. An important difference, however, is that the step from a mathematical proposition to the next one usually requires considerable effort, whereas its equivalent in political philosophy is often immediate. Why then an entire lifetime is usually required to give such a step? A likely answer, in my opinion, is that serious theorists of politics don’t like to make proposals that seem unfeasible to their contemporaries and to themselves in the first place. Politics can experience autonomous changes just the same as the technologies of production, exchange or war. However, more often than not the progress of political ideas seems to me subordinated to other changes that may convert a utopia into a practicable platform.    

VI. War and peace between King and Country
Up to this moment we may have made the impression that, when some of the above listed changes occur, kings and taxpayers, each pursuing their own interests, may always find a middle of the way in which both parties win. If this is the case, why, then, the war breaks sometimes between both parties? It is important to realise that the coincidence of the interests between monarch and subjects in creating a parliament can only be temporary. Whereas the former sees in that creation a means to increase the difference between total tax revenue and expense in public goods, the ultimate goal of the latter is the elimination of such a difference. Of course, taxpayers will do well in refraining from expressing such a desire when they are presented with the power to veto any increase in taxes. The questions are if and when they eventually will put it on the table, and whether this will lead to open conflict.

There appear to be a number of factors that may stimulate the parliament and taxpayers to demand a role beyond the approval of new taxes. A short list includes:

· First, the consolidation of the parliament’s role as the master of the coffer keys and accession to official status of the doctrine: “No tax without consent” can only strengthen the role of taxpayers and their representatives facing the monarch.

· Again, international evolution may also play a role. If there are countries in which the parliaments have more power than in the rest and this results in lower taxes in these countries, pressure towards reform should increase in the politically retarded ones. Of course, this factor cannot be at play in the case of the pioneering countries, but may be important for the follower ones.

· Moreover, if there is evidence that politically advanced countries are more apt to take profit of technological or other economic opportunities that pressure should increase in the countries neighbour to them, as indicated by Tullock (1987a).

But it is also possible that the conflict receives some impulse from the rulers’ part:

· New demands for taxes could provoke a clash between the king and the parliament. However, such demands are likely to arise in the aftermath of a war, as a part of a plan to cancel the debts incurred .

· In general, hostility of a new monarch towards the parliament, whatever the reason, should produce the same effect.

· Problems with dynastic succession may act as well as triggers for the parliament or subjects to formulate new claims. At least some among the candidates could make (or accept) an offer that includes more powers for the parliament. And, in general, the very existence of relatives of the monarch to whom to resort in the case of a conflict could act to strengthen the confidence of the parliament when it comes to initiate it. 

Early revolutions seem to adapt to these hypothesis in that it is the rulers who seem to have provoked the rupture or, at least, initiated the escalade leading to it. But, prior to proceed to contrast hypotheses, it is time to present a formal model of optimisation of the size and role of the public sector, not from the ruler’s but from taxpayers’ view. Of course, every citizen has his or her own opinion about the optimal size and competences of the public sector, according to his or her preferences and the position held in society. However, when confronted to a conflict with the sovereign, it is credible that citizens may sign something like a truce among them regarding their distributive goals
. In doing so, their speakers may be allowed to build a constitutional agreement as if aroused from behind the Rawlsian veil of ignorance, i.e., a Constitution that attempts to maximise the social product as such, and not the welfare of particular citizens.  

As a matter of fact, the revolutionaries of late 18th and 19th centuries enacted constitutions that severely limited the scope of the State. Whether they did this to make the exploitation of the citizen by the State impossible for the future being, to achieve the amplest coalition possible against their enemies, or to protect their own property and income
, they took considerable trouble to bar the possibility of using the tax system as a means for redistribution. Therefore, the ideal of a constitutionalist of that time appears to have been a State in which there were no more taxes than the necessary to finance genuine public goods, and in which the latter were produced in the quantities optimal for social product maximisation. True, they were unable to eliminate all distributional consequences of State activity, for there is no way to have State activity without distributional consequences. And perhaps they didn’t want that, either: for instance, like the citizen behind the veil of ignorance they may have incorporated to their ideal a certain amount of vertical redistribution not to abandon the destitute to his fate. This last qualification doesn’t force us to modify our prior representation of their ideal, on the condition that we define the social product to be maximised as the social product net of the part devoted to this kind of redistribution. 

This picture of the ideal of a 19th century revolutionary can be formalised in a manner similar to that used in relation to the ideal of the despot
. Furthermore, this exercise in not without interest for the purpose of contrasting the two optima, thus providing a graphical description of the two ideals confronted in a revolution. Besides, this representation can be illustrative of what citizens can gain with a revolution, as well as a first step to compare the constitutional ideal with the actual situation under a real democracy, as we plan to do in the ensuing section. Thus, let us start by stating the target function of the constitutionalist as:

              → max (Y-T)

where

[8]
  T = G
The rest of our assumptions are the same as in the case of the autocrat’s model.  Again, the government arousing from revolution has to decide about G and t, which gives rise to two first order conditions. However, by identity [8], and given that T = Y·t, decision on one variable (G or t) automatically implies decision on the other. Hence, the two (and related) first order conditions for maximisation are
:
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Substitution of assumption [8] for old condition [7] implies that, for every value of t, expenditure in the public good (G) and the resulting social product (Y) are bigger in the ideal World of the constitutionalists than they used to be in a World dominated by autocrats. A geometric measure of how bigger it is, is provided by Figure 11. In this graphic we have depicted one of the functions Y(G), that corresponding to the tax rate t=tx. Old condition [7], in force in the autocrat’ world, stated that the sole point in this curve that was a candidate to be an optimum was that in which the tangent line was parallel to the Y(T) function, presenting the incline 1/tx. Now, after the revolution had made T equal to G, the point candidate to be an optimum is supposed to be that in which the function Y(G) is intersected by the “function” Y(T). As Figure 11 shows, this point is far above, and to the right to the old one.

The same happens for every value of t other than tx, so that the “true” Y(G) function draws an ampler curve than it used to do when it was an autocrat who decided about the values of t and G. To better appreciate this, in Figure 12 I have depicted the two functions: that of the constitutionalist (drawn in dark stroke) and the autocrat’s (outlined in soft stroke). In all points of the new function the condition G/Y = t is verified. 

Figure 11. Equilibrium values of public good production and social product for a given tax rate when the whole of the tax revenue is expended in public goods   
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Figure 12. Equilibrium values of public good production and social product for different tax rates when the whole of the tax revenue is expended in public goods
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Out of this curve it is not difficult to depict other functions, as we had done before when dealing with the equilibrium of the autocrat. To begin with, we can proceed to add a function of the social product to the tax rate, as depicted in Figure 13.

Figure 13. The social product as a function of public good production and the tax rate, as the constitutionalists see them
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In the present case, however, given that G = T, we can also draw in the plane the T(G) function, as a 45º straight line with no intercept. By means of this line, the value of G (and T) corresponding to each t can be projected to the left, to draw the T(t) function, or Laffer curve. Since the condition for optimum is ∂Y/∂t = ∂T/∂t, the optimum is easily identified by representing the two curves, Y(t) and T(t), on the left half of  Figure 14. In order to stress the contrast between the equilibrium of the constitutionalist and that of the autocrat, we have added Figure 15 in which the two are depicted. It is to no surprise that the former is characterised by higher social product and after-tax income, as well as by a lower tax rate.
Figure 14. The equilbrium of the constitutionalist
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Figure 15. The equilibria of the constitutionalist and the autocrat compared
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After having compared the goals and achievements of autocrats and constitutionalists, it is time to turn back to the facts, in order to see how well the outbreaks of actual conflicts fit to the causes listed at the beginning of this section. As we have already indicated, it is reasonable to expect that early revolutions start with a move by the part of the ruler to regain some or all of the fiscal power ceded to the parliament. In the case of later ones it seems more likely that the initiative corresponds to the revolutionaries, or that rulers voluntarily yield to democratic reforms. This is not simply a case of bandwagon effect: rather, if countries with a constitution enjoy lower taxes and higher rates of investment (both public and private) and growth, there is little else to do for inhabitants of the politically retarded ones than to imitate the former.

The English Revolution of the 1640s passes as being the first in History. Our reasoning predicts that it is more likely that such an early conflict was initiated by the ruler, rather than by the Parliament, and, as a matter of fact, historians seem to agree in that the Stuarts’ disgust towards the Parliament was a key factor for the outbreak of the Revolution. However, our model enables us for further predictions. First, the bigger and older the powers of a parliament, the stronger it should be to resist the Kings’ assault. And, second, interesting predictions arouse from changes in the international arena. In sharp contrast to the national unification processes in France and Spain, the borders of England suffered almost no changes under the reigns of the Tudors and Stuarts. As stated before, unification should lead to increased tax burdens and a decrease in the role of parliaments in both France and Spain. The position of England, however, resembled that of a firm whose rivals had increased their prices. On one hand, the increase of taxes in those countries should lead to an inflow of labour and capital in England, leading to a reduction in the optimal tax rates of her kings. On the other hand, however, worsening expectations of prospective outward migrants produced the opposite effect and invited the English rulers to increase taxes at home. Not surprisingly, in trying to find out where their new equilibrium laid the Tudors and Stuarts embarked in continual experiments in fiscal and political matters. Whereas the Tudors managed to conduct these in agreement with the Parliament
, the Stuarts and their favourite, the Earl of Buckingham, succumbed to temptation of dispensing with the House. Though the Parliament was again summoned following Buckingham’s death, it distrusted the King none the less, and the escalade of grievances rose. One has the impression that, facing the dubious initiatives of Charles I, the Parliament felt considerably strong thanks to its long prior record as the decision maker in tax matters, and, as a matter of fact, it showed to be strong enough so as to make a credible case of betrayal against Charles I. All the same, its long acknowledged role as the owner of the money seems to have had a weight when the armed forces were faced to the choice between the King and the House
.  

The next chapter in the history of revolutions shares these characteristics, although the precedent of the English Revolution seems to have played a role. The American revolutionaries’ motto was also the principle: “No tax without consent”. To the extent that this principle was already established in 17th century Britain, there was nothing new in this, but in so far as the English Revolution had impressed it more firmly in the minds of all British subjects, the Americans had it somewhat easier. Again, we find a demand for new taxes at the origin of frictions and, again, this demand was a result of a military conflict. In textbooks we find the standard list of fiscal demands put on the Americans as a consequence of the French Wars, as well as the inclusion of the Northwest Territory into Quebec in 1774, to the annoyance of colonists, merchants and land speculators. Was this enough to spark off the Revolution? The economic historian Joseph Reid (1978) has indicated that the future expectations of the Americans may have been even worse than the deeds. The British Parliament had adopted the viewpoint that the Americans were the main beneficiaries of the victory in the Seven Years War, which had eliminated the threat of a French invasion from the newly conquered Canada, and seemed determined to make them pay for it
. The elimination of that threat may have been important on its own as well since, as Douglas North (1966) suggested, it dramatically affected the expectations of the Americans for the case of a revolt against Britain. Prior to 1763, the most likely alternative to British rule for the Americans was becoming the subjects of the French absolutist monarchy; since, after the British conquest of Canada, the new choice was one between self-government and a system in which the colonists didn’t feel represented, this could only encourage them. 

The English and American revolutions, in turn, had to have an influx on the next important clash between subjects and rulers. Namely: the French Revolution. Whatever their differences regarding their interpretation of later events, all historians start their stories with the summoning of the General States in 1788. Behind this voluntary deed of Louis XVI we find the familial tale about wars, debt and the impending crisis of the royal finances. However, we also find the realisation that several centuries of absolutism had lead to a situation inferior to that enjoyed by the more liberal Britain. The French rulers felt that the British finances were buoyant in comparison, and, as Napoleon a few years later, they had sufficient evidence on the increasing difficulty for the French manufactures to compete with the British. Even they could thus have a vague feeling that the good performance of Britain was somehow related to the functioning of her Parliament
. Not surprisingly, this feeling seems to have been stronger among the middle classes, including some ministers and many officers of the Army, and the precedent of the American Constitution as an example of spelled social contract could only reinforce their demands. Understandably, Louis procrastinated, but his succession of steps forward and backward created once more that mutual distrust that ended with his arrest and execution.   

 Many cases of conflicts between rulers and subjects can be found in 19th century Western World, but the fact that they weren’t the first ones may help to understand their occurrence. Other countries’ institutions are part of the milieu. As the more developed countries adopted a Constitution, the more evident seemed to be the economic advantages of having one. Opinions about the extent of reforms could diverge between rulers and citizens as well as among citizens themselves. There is no wonder, then, that the first half of the century was a time of political unrest. Some conflicts reflected the clash between the excluding views of liberalism and absolutism and tended to be serious. In others, however, the dispute was about the scope of the reforms needed. In so far as this can be thought of as a minor matter, there is no wonder, either, that the numbers of citizens involved were often small. Be that as it may, the general trend favoured the progress of political institutions and tended to reinforce itself.  

VII. Democracy in practice
The political regime brought about by late 18th and 19th century constitutionalists perhaps cannot be termed still as a full democracy, at least in Europe. In the first place, it is possible that the newly enacted constitutions had put restrictions on the right to vote. Even where they had enacted the universal franchise of adult males, they had not even considered the question of female suffrage. Historians of politics often point at a second difference between simple liberalism and democracy proper: under 19th century regimes the public sector was usually small, and the “social” expense almost nonexistent
. For most historians both the universal suffrage and a big, redistributive public sector are characteristics of democracy and constitute changes for good. 

The Public Choice or Constitutional Economics scholar agrees in the positive valuation of universal suffrage, but looks at the rest of the assumptions with care. Any coalition formed to fight against an absolute power shall try to be as encompassing as possible, and this is a good reason not to tackle distributive matters. On the contrary, whenever collective choices are made by means of majority rule, any coalition marginally over 50 per cent of voters will obtain victory, so that there is no reason to abstain from redistributing income at the expense of non members to the benefit of those who are. Moreover, when it comes to form a coalition to share the bounty arousing from public intervention, the size of this bounty directly depends on the numbers of non members, whereas the share accruing to any single member  is inversely related to the own size of the coalition. Hence, there are strong incentives for the coalitions to form minimum winning majorities. By establishing majority rule as the rule with which to make collective choices it can be said that early constitutionalists planted the seeds for the long term destruction of their own ideal of the State. 

The favourable judgement of a majority of scholars regarding the expansion of the scope of the State lies in their implicit assumption that the resulting redistribution of income is always vertical, going from rich to poor: and, if the marginal utility of income is decreasing, this can increase social welfare. The synchrony between enfranchisement of non owners and the start of the growth of the public sector share in GDP in most countries seems to avail the belief that this growth reflects an ample vertical redistribution. Even Public Choice theory has produced theoretical models that link the two events
. However, also on theoretical grounds, a coalition of the low and medium-income voters against the rich is perhaps as likely as anyone else. The same Public Choice research has discovered ample evidence of horizontal redistribution, often disguised as vertical, going from non-organised groups to well organised ones. Also, even when redistribution goes from rich to poor, the possibility exists that its magnitude exceeds from what an impartial observer, placed behind the “veil of ignorance”, would have considered as reasonable
. When this happens, and it is likely that this happens when the force behind is a coalition of homines æconomici, the outcome may be almost as bad for the economy and social welfare as that of horizontal redistribution
. 

The real extent of the use of politics to extract rent from others, as well as the extent to which the historical growth of public sector and regulation is a result of such a process, are largely unknown. The magnitude of that growth is in itself a disturbing signal, the narrow margins by which most electoral victories are won point at the working of minimum winning coalitions with distributional targets, and, in a more general sense, the very existence of political parties is indicative of a tendency to form coalitions to impose on others. Neither in constitutions (at least in the old ones) nor in the writings of 18th century theorists are to be found provisions for political parties. However, they made their appearance all the same, as the non-desired children of majority rule. 

Now, we have at least three challenges ahead:

· To build a formal model of the redistributive State, on the lines of the precedent ones, and formulate some predictions out of it.

· To check for these predictions, at least in a cursory way.

· And to account for the pacific character of the process of enactment of the general franchise, which seems to be at odds with the importance of its distributional consequences.

Starting with the latter question, at least some part of the answer lies again, in my view, in the widespread game of coalition formation. Since this is a game in which solutions are intrinsically unstable, it is not unusual that the winners of yesterday may look at their future chances with gloomy eyes. If things are so, however, a government could consider the question of extending the right to vote to groups up to then deprived of it in exchange for support for the time coming. As a matter of fact, there is no need for guaranties about that support, provided that the rival coalition appears to be reluctant towards such an extension of franchise: if the newly enfranchised voters know their own interest, they will support their benefactors … at least for some time. Eventually, two rival coalitions may be viewed in this respect as the players in a prisoners-dilemma game. Time allowed, there is no doubt that sooner or later they will learn which one is their dominant strategy, even if their simultaneous realisation weakens the compromise of the new voters with a party and, with this, the reward to reformers. An interesting fact of the reforms that brought about general enfranchisement is that often they were introduced by conservative parties, in apparent accordance with this last remark. In Britain, it was Disraeli, and not Gladstone, who enacted male universal suffrage. In my own country, the left wing parties of early 20th century were reluctant about female suffrage, on the grounds that women went to church more often and, hence, were more conservatives than their husbands; and the right wing parties became more enthusiastic with the idea for the same reason. Thus, the proposed explanation could account for the successive (and peaceful) extension of the right to vote to the poor, to women, to the illiterate, to the 18 years old and to the non-resident nationals; and serves to predict as well for a near future the probable enfranchisement of teenagers, resident foreigners and, perhaps some day, of non-resident foreigners as well. 

The next task is to construct a formalised model of a redistributive State, similar to the ones proposed for an autocracy and the minimal State. In the present case, however, our preference for the graphics and the vaguely specified functions do not permit to go as far as we have come in those sections. Since we ignore the real importance of distributional targets in the quarrels among political parties, here we are forced to deal with extreme cases. As one of these, if the contending parties differ solely about issues that don’t have a bearing on distribution (say, about foreign policy or criminal Law), one should expect that, in economic matters, their platforms would be undistinguishable, all aiming at GDP maximisation. This extreme case does not differ from the already examined equilibrium of the 19th century constitutionalist
. 

At the other extreme, we are left with the case of a purely distributional coalition whose sole aim is maximisation of income for its members. The instruments to get this goal are variegated. Taxes can be common to all citizens if coupled with transfers or selective provision of goods to members of the governing coalition; taxes may fall solely on the shoulders of non members without further transfers, or something in between can be chosen. A sketch for a model should start with a list of expressions not too different from the following
:

Y = Yw+ YL

where subindices W and L indicate “winners” and “non-winners”, respectively;

Yw = Yw (tw , G)

YL = YL (tL , G)

G ≤ T ,
where the possible difference is devoted to transfers to members of the wining coalition in addition to their “normal” earnings (Yw); and

T = (Yw · tw) + (YL · tL)

Whatever the internal distribution of the booty inside the governing coalition, the government’s program would tend to:

→ max (Yw·(1–tw) + (T – G))

In the present case, the Government has three variables upon which to decide. Namely: G, tw , and tL, what gives rise to as many first order conditions. Unfortunately, this is too much for attempting a graphical solution of the model on a two-dimension paper sheet. Thus, the temptation arouses to choose a different strategy.

For decades, many authors have shown the negative consequences for economic growth and welfare of horizontal redistribution through politics. The approaches followed by these authors are variegated: there is the vast literature analysing the deleterious effects of this redistribution on consumers’ surplus
, the less numerous analyses on the dynamic effects of distributional coalitions on economic growth
, the empirical literature on the effects on income of public sector growth and regulation
, and the less numerous attempts to build equilibrium models for the distributional and the minimal State
. The last section of a paper is not the right place to abandon one tool box to take another. Thus, we will remain as attached as possible to our own methodology, which is still able to produce some arguments against redistribution through politics. Since we do not want to complicate the analysis too much, we will limit ourselves to offer some remarks accessible at the intuitive level.

If we take the target function of the redistributive government, develop the expression Yw·(1–tw) and replace the tax revenue that appears in it by its equivalent, we obtain

       → max (Yw – (Yw·tw) + ((Yw · tw) + (YL · tL) – G))

Simplification of this expression leaves it as:

→ max (Yw + (YL · tL) – G))

This maximand is equal to the disposable social product after deducting the amount to be expended in public good production, but for one “detail”: it fails to take into account the after tax income of those citizens who aren’t members of the winning coalition, YL · (1–tL). Thus, only by a rare chance the pursuit of redistributive goals could lead to a disposable social product as big as the one achieved when the latter is the variable to be maximised, and in no case can it lead to a bigger one.

In other words, the inclusion of redistribution among the targets of a government, even when this is not its sole goal, gives rise to an equilibrium income inferior to the one achieved when we adopt the target function of the individual placed behind the veil of ignorance. This applies to a pure distributional coalition, the case analysed in this section, but as well to any case intermediate between this and that examined in the preceding one. And, as we have already seen when comparing the equilibrium of the despot with that of the constitutionalist, a difference in targets can lead to a dramatic difference in income. Regarding the ultimate effects on social welfare, it can be added that the conclusion of a lower income applies as well to the product accruing to most –or perhaps all– social groups when taken one by one in the long term, and the reason lies in the general instability of majorities when their members pursue distributional targets. Only for a group able to be among the winners time and again could the game result profitable in the long run.      

The case of a minority exploited by a majority doesn’t need to differ much, regarding its effect on growth, from that of a majority exploited by a selfish despot or elite. Incentives to work and investment are reduced and resources misallocated in both cases, and the growth rate has to suffer. It seems likely that the growth rate be still higher than that of a country ruled by a despot. However, dangerous as they are not all modern dictators respond to the caricaturesque portrait of the tin-pot autocrat of our earlier model, and the economic incentives may become really low in a distributive democracy. What is implicit is that our long-established relationship going from representative institutions to superior economic performance may break, and this is indeed the conclusion of much of recent literature on the links between political freedom and economic growth in today’s economies (See below).       

Before abandoning the territory of the theoretical model to proceed to its testing, we still have an interesting problem to deal with. When speaking about the despot and his optimisation problem we argued that, given the slow pace of economic growth in the era of generalised despotism, the problem was solvable by trial and error. However, to the extent that that slow pace was attributable to generalised despotism and the high taxes it implied, it can be said that the problem was not adequately solved after all. Since the economic growth depends mainly on the rate of improvement of technology and this, in turn, depends on the conditions prevailing in the World as a whole, most monarchs couldn’t do much for economic growth by lowering taxes in their countries
. But despotism as such can be blamed to some extent for its harmful effect on incentives. Now then, our redistributive democracies face the same problem. Since most countries are too small to achieve a noticeable impact on technical progress, perhaps they wouldn’t obtain too a big acceleration in their growth rates via a reduction of the redistributive goals of their governments
. But the political system on the whole may be causing a considerable reduction in the rate of growth of the World economy through this mechanism when compared to its potential if the redistributive worries were reduced. That is, the bundle of our present societies may be failing miserably in the solution to their joint problem of accelerating the growth of the World economy.

Now, what about the facts? In a way, the story of 20th century democracy can be seen as the story of this failure. Profound mistakes were made in the interwar period, when democracy was established for the first time in the Western World as a whole. Ill devised redistributive policies of all sorts adopted in Continental Europe brought about inflation, slow growth, unemployment and the ruin of certain socio-economic groups. There was a reaction against these evils where they became acute. However, that reaction destroyed democracy in Southern, Eastern and Central Europe and, with it, the barriers to State tyranny over the individual … without eliminating the redistributive policies. Since the reaction against factionalism could only win through appeal to nationalism and concessions (often misguided) to vertical redistribution, the road was paved for the continuity of redistribution under those authoritarian regimes. Moreover, many interest groups could take profit of the wave of nationalism to achieve extensive horizontal redistribution via trade barriers and similar arrangements
. 

After World War II democracy was restored in Western Europe, whereas Latin America seems to be condemned to repeat the cycle time and again with endless variations. During the second half of the 20th century the quick growth of the share of public sector in GDP in all democratic countries, not to speak about State regulation, could not help being accompanied by (or is indicative of) pervasive redistribution of all kinds. In this environment, the sole guide of voters to evaluate economic policy in their country consists of comparing the performance of their national economy with that of other countries, whose economic policy may be as wrong as theirs and due to the same reasons. Hence, the trial and error method, the only one that governments and individuals have always had to solve the problem of the optimal tax rate, may serve for a single country, but can result definitely misleading at a global level. Incidentally, the coincidence of all countries in the same mistakes can only have the effect of eroding also the role of migration as a check to this excess of redistribution, except for the few individuals who can credibly maintain the fiction of residing in some fiscal paradise.

o o O o o

We have come to the end of our brief survey of History. Along it we have tried to uncover the conditions that lead to despotism and to representative government. The seeming conditions that allow for the latter have appeared more than once in History and, as a result, representative assemblies have flourished in different times. Unfortunately, the exogenous factors can also provoke a reversal of this process. Starting with the primitive democracy of the tribe, the emergence of an autocracy seems to have been the inevitable fate of society as population density increased and the prospect for outward migration disappeared. An important exception survived in the commercial cities located at the seashore. Turning now to European history, in the late medieval period the conditions were given again for the representative institutions to flourish. According to our model, the competitive drove for low taxes under this form of government could have led to sensible economic growth, thus explaining the rise of the Western World. However, the process experienced a temporary setback in continental Europe towards the end of the 15th century. It presented more continuity in Britain, which became the cradle of both the modern democracies and industrialisation. From there, the spark jumped to British America and to the continent. If our models represent the real World with some accuracy, the institution of democracy implies an important potential jump for economic growth with respect to the situation in which the assent of the parliament is required only when an increase in taxes is intended. Of course, though we have restricted ourselves to the economic sphere, transition to democracy could bring about similar improvements in any other field in which the individual may have strong preferences. Sadly, however, the rules selected to make the collective decisions in our democracies may have produced the effect of replacing the despotism of the monarch by the despotism of the fellow citizens. According to our models, this new despotism is bound to be milder, but is despotism nonetheless.      

We have ended this paper with this moderately pessimistic tone about the achievements of centuries of political evolution. Will the 21st century be the time in which this pessimism could be abandoned? Is it possible to substitute growth for redistribution as the political target while preserving majority rule as the rule with which to make collective choices, as well as the rest of the current apparatus of democracy? Or is this apparatus bound to suffer profound changes, and majority rule to be replaced by other rules of the kind of those newly proposed by Clarke, Groves, Hylland, Zeckhauser and others
? This paper has dealt with the past of democracy: its future is left to other contributions.   
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� Again, Tullock (1987a) has to be credited as the first author in having made this distinction. The point has been further elaborated by Wintrobe (1990, 1998), whose “tinpot” dictator would correspond to Olson’s bandit king. On the other hand, Wintrobe’s insights on the process of a modern dictatorship’s decline don’t include a model of its replacement by a democracy. Nor did Tullock (1987a, 1987b). 


� Taken in its broadest sense, the term tax rate could include the risk of expropriation as well.


� Bates (1987:41-42). Italics in the original.


� Anthropologist J. B. Birdsell (1973) has shown that the tribal stage is subject to the same dynamics of continuous division as prevailing in the society of bands whenever a critical size of population is reached. With sustained increase in population, the repeated division of the tribe should eventually come to an end, just the same as that in the prior band society and due to the same reasons. 


� To give but two examples, see Service (1975) as well as the articles collected by Claessen and Skalnik (eds.) (1978).


� Since I resort to a graphical solution of the model, I voluntarily avoid any attempt to further specify the function of Y to t and G. For a half hearted attempt, see Mueller (2003:chapter 18).


� The point has been raised before by Friedman (1977), Rogowski (1998) and by other authors as cited in the first section of this paper. 


� See Fleck and Hanssen (2002) on classical Greece.


� On the relationship between the problem of control and the economic organization, see Alchian and Demsetz (1972). Turning again to medieval peasants, another condition for the effectiveness of the stick alone was their concentration for work, which facilitated the control of their effort. This seems to be an explanation of the manorial system and the lords’ preference for labour surplus vs. product surplus extraction more convincing than the ones proposed by North and Thomas (1973) and by their critics. 


� Friedman (1977) mentions another alternative: the combination of several states into one in order to increase migration costs for traders. He cites some historical cases in which this occurred, and his list could be extended to account for the imperial expansion of former state-cities. However, the success of these attempts is often subject to the hazards of war. Hence, I tend to think that the “parliamentarian” solution is more common, at least in the short run.


Once a parliament has been created, the possibility of restricting the movement of even agricultural labourers may be somewhat hampered. This observation could help to answer the questions of why serfdom was not generalised again in Europe after the Black Death restored the scarcity of agricultural manpower, or why the agricultural labourers could move freely in the scarcely populated British colonies of Northern America or Australia. However, one should not exaggerate the extent of freedom in cases like these: one has to take into account also the high numbers of slaves, intended servants and coerced convicts living in the latter territories.


� With precedents dating back to Hume and Kant, that relationship has been outlined by Jones (1988) and by Baechler et al. (eds.) (1989). The more recent attempt I know of is the collective book edited by Bernholz and Vaubel (2004). 


� See Dudley (1990, 1991 and 1997). This author highlights also the effect on taxes, though not on political representation.


� A further effect of gunpowder on internal politics resides in that, the more territory in the hands of the King as a result of the working of the two preceding factors, the lower became the probability for a given city to be close to the border and, hence, the lesser its ability to transfer its loyalty to another monarch. This factor acts as a feedback which reinforced the process of territorial concentration.


� As François put it gracefully: “My cousin [Charles V] and I agree in everything: we both want Milan”. Milan meant dominion on the route through the Alps, which was tantamount to European hegemony.


� At least for an author, Latzko (1993), it is even dubious that we can speak at all about economies of scale in warfare prior to the invention of firearms. 


� Though Dudley seems to be right in classifying the Roman military technology as one leading to increasing returns to scale, the fact remains that the Romans often crushed armies that outnumbered them by far. There is no puzzle, however, if those enemies used an inferior technology, as it seems to have been the case.  


� This point has been stressed by several historians of warfare and civilisation, from whom has been taken by Dudley. See in English McNeill (1963 and 1976). Dudley credits Altheim (1952) with the merit.  


� A paradoxical feature of Roman politics is the continuity and spread of (nearly) democratic forms of government at the municipal level. However, in so far as the Pax Romana greatly reduced the cost of migrations between cities inside the Empire, this is what we had to expect according to our proposition. Now then, the power of cities to oppose an increase of imperial taxes remained low, also in accord to it. 


� In the meantime, confiscation of the fortunes of partisans of the Ancien Régime may serve to calm the thirst of redistribution, if needed.


� I explicitly renounce to offer here one more review on the question of whether the founding fathers of US Constitution reflected in it their own economic interests or not. The pioneering study on this subject is that of Charles Beard (1913). The most recent contribution to my knowledge, including a thorough review to all prior work, is McGuire (2003).   


� As with the case of the autocrat, McGuire and Olson (1996), as well as Niskanen (2003) have preceded us in this path. Here, too, our explanation differs from theirs to some extent.   


� By applying the rule of the chain one can be obtained from the other. If we prefer, we can consider them as one, and resort to another condition that has to be met. Since G = Y·t, his condition can be stated as Y/G = 1/t. This has an immediate application to the graphical method that we have chosen to follow in this contribution.  


� See Schofield (2004) for a detailed account of fiscal innovation under the Tudors. Regarding the power of the English Parliament, acknowledging of the principle “Redress before Supply” meant a substantial difference with respect to those existing in other countries.


� The role of the Parliament as the cashier of the Army and its further consequences has been stressed by Tullock (1987). For this author, however, the ultimate causes of the power of the Parliament in the English case remain “mysterious” (p.183). Other factors pertaining to our list seem to have been at work as well. The question of how to pay war debts was present at least in the 1688 episode, which, in other respects, resembled those of the 1640s.


� He also mentions that the initial strategy of the American representatives in Britain, trying to create division between King and Parliament and among parties inside the latter, proved wrong, given the good harmony between the two key institutions that existed under George III: frustration of this seemingly costless strategy eventually led the Americans to choose the more costly way of war. As another factor, Reid contends that the groups more damaged by the British measures to some extent alleviated the cost of Revolution to the rest of the population by taking on their shoulders the task of government.


� How exactly it was related is a question more difficult to elucidate. In our simplified model, low taxation provides an incentive to work and to invest. Complexities of real life had led historians and economists to highlight other ways of influence, as are: more secure property rights including intellectual property; less room for rent seeking, and enhanced independence of the judiciary. Even a cursory explanation of these mechanisms and reference to the authors that have proposed them would demand more room than is available in this contribution.   


� See, for an instance, Holcombe (2002). Public beneficence existed at the time, nonetheless.


� See Downs (1957), as well as Meltzer and Richard (1981 and 1983). Regarding the synchrony between general enfranchisement and extensive redistribution, this is most apparent in Europe. It seems likely that abundance of land and the resulting higher incomes per capita have delayed the distributional struggle in North America with respect to Europe. 


� The citizen under the veil of ignorance wouldn’t know whether she is bound to be rich or poor in the future. If only for this reason, and provided that the marginal utility of money is decreasing, she may feel adequate to redistribute some rent from rich to poor through the fiscal system. For a pure utilitarian, how much is to be distributed would be the outcome of a balance between, on one hand, the utility of the transfer in case of being a pauper multiplied by the expected probability of become impoverished, and, on the other, the disutility of paying the taxes necessary to sustain the paupers by the probability of being among those who have to pay. From the social welfare function perspective the optimum is identical. 


� For the reasons explained in the precedent footnote, almost any person, when placed behind the veil of ignorance, would be favourable to some transfer to the orphan, the disabled, the homeless or the involuntarily unemployed. Now then, if the transfers, established through imperfect political markets, exceed those resulting from application of the above stated criterion, they may constitute an invitation for the worker to remain unemployed or to convert himself into the victim of a provoked accident, for the people not to buy houses, or to convert the foundation of a mono-parental family into a career.





� This picture does not differ much from the predictions that can be made from the median voter models. Meltzer and Richard (1981) have shown that a considerable degree of vertical redistribution is possible even when the political decisions reflect the preferences of the median voter. The adverse consequences of this redistribution on growth could be big, but the outcome on social welfare wouldn’t be as adverse. Niskanen (2003) comes to more pessimistic predictions while attached to the median voter theory. 


� Again, McGuire and Olson (1996), as well as Niskanen (2003) have preceded us in the building of an equilibrium  model of redistributive democracy. Again, however, our model differs somewhat from theirs.


� For an extensive treatment, see Tullock (1989).


� See, among others, Olson (1982 and 1983), Choi (1983), Tang and Hedley (1998), Heckelman (2000), and Coates and Heckelman (2003a, 2003b). 


� Assessment of the relationships between public sector growth and the growth of income is plagued by serious econometric problems, though most contributions conclude that there is an inverse correlation. Among the immense literature published since the early 1980s, two papers that honestly acknowledge for these problems and attempt to solve them are De la Fuente (1997) and Fölster and Henrekson (1999). On the relationship between regulation and growth, see for instance Gwartney, Holcombe and Lawson (2004), Doucouliagos and Ulubasoglu (2006), Dawson (2006), and Weede (2006). 


� Practically limited to the contributions mentioned in footnote 32.  


� This is an implication of the communicable character of knowledge. The point has been extensively developed by growth economics and constitutes the cornerstone of the endogenous growth models.


� This could be one of the reasons why the empirical literature that tries to measure the impact of distributional coalitions on economic growth hasn’t found big differences in the rates of growth of different countries, even when these appear to be subject to different pressures stemming from those coalitions (See references in footnote 34). Another reason could be that, as a result, the international differences in the extent to which governments pursue distributional goals aren’t so big after all. The same problem could affect the empirical literature that tries to assess the negative impact of public sector growth on overall economic growth (See references in footnote 35). 


� The number of contributions comparing the economic performance of democracies and dictatorships in our present World has increased quickly during the last years. Though the conclusion of this literature is mainly sceptical, this serves to illustrate the vulnerability of democracy to interest groups, as well as the fact that when an autocracy establishes in once democratic countries (usually with the applause of a part of the electorate), its behaviour may present important differences with that of more traditional autocracies, and resemble that of democracies in many respects… at least, as long as it allows for migration of people.  As a sample, see Sirowy and Inkeles (1990), Przeworski and Limongi (1993), Farr, Lord and Wolfenbarger (1998), Wu and Davis (1999), Ali and Crain (2001 and 2002), Tavares and Wacziarg (2001), Plümper and Martin (2003), and Mueller (2003:chapter 18).


� See Tideman and Tullock (1976), Hylland and Zeckhauser (1979), and Tideman (1997).
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