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 In a democracy, do 
institutions matter? When a 
majority agrees on a course 
of action, do the political 
institutions really affect the 
majority’s ability to achieve 
its goals?

 Are politicians the servants 
of the public, as they say in 
their campaign ads, or are 
they just self-serving? Why 
do we need them?

T he Democrats’ losses in the 2014 midterm elections were not nearly as 
surprising as the “shellacking” President Barack Obama acknowledged he 
and his party received in 2010. The 2014 results had been predicted, 

including the Democrats’ loss of the Senate, but back in 2010 the party held 
out hope that it would retain control of both houses of Congress. Instead, 
sixty-four Democrats in the House of Representatives were defeated in 2010, 
resulting in a Republican takeover of the chamber. Jubilant Republican leaders 
announced that rescinding the new national health care program would be the 
first order of business. Thanks to weak Tea Party–sponsored Republican chal-
lengers, Democrats had managed to hang on to a slim majority in the Senate. 
But with the filibuster an ever-present threat, Democratic leaders could only 
expect success on issues where they could garner significant Republican sup-
port. News analyses portrayed President Obama as the next victim in 2012, 
and generally depicted Democrats as if they were well on their way to becom-
ing an endangered species. While Obama won reelection in 2012, the results of 
the 2014 midterm election indicate the future of the Democrats remains 
uncertain, and the power struggle that ensued after the Republicans’ 2010 win 
could be a sign of more to come.

Before the new Congress reintroduced divided government in January 2011, 
the lame-duck Democratic Congress returned after Thanksgiving to deal with 
several major, unresolved items on the legislative agenda. Foremost among them 
was the “Bush tax cut,” scheduled to expire on January 1. All politicians prefer  
to cut taxes, but this one included provisions that had long rankled many Demo-
crats. It sharply reduced estate and income taxes on wealthy citizens. Moreover, 
extending it would cost the treasury an estimated $900 billion in revenue over the 
next decade—revenue that some Democrats had already earmarked to pay down 
a ballooning deficit in the federal budget and relieve pressure to cut spending on 
social programs favored by Democrats. Finally, ending the tax break appeared  
easy. All Congress need do was nothing. The law would expire, leaving the  
new Republican House with the almost impossible task of having to persuade a 
Democratically-controlled Senate and the president to sign on to new legislation 
reinstating the tax breaks.

Yet within several weeks of convening the late session, the House with its sixty-
four exiting Democratic members and the Senate passed a bill extending the tax 
cut on estates and high incomes for two years. Were President Obama and his 
party wholly rudderless and unable to withstand Republican demands? How 
Democrats found themselves reenacting these tax breaks depicts a classic instance 
of American politics in action. President Obama had railed against income tax 
breaks for the wealthy during his election campaign, but two years later other, 
more pressing concerns held his attention. The soon-to-expire law that contained 
the objectionable tax breaks also included reduced taxes for middle-income earn-
ers. Without them, the president’s economic advisers warned, the nation’s tentative 
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steps out of the deepest recession since the Great Depression would likely 
halt and possibly even reverse. Moreover, without new legislation two mil-
lion unemployed citizens would exhaust unemployment benefits in early 
2011. These and other expiring Democratic programs sent Obama to the 
negotiating table with Senate Republicans (who were threatening to filibus-
ter legislation during the lame-duck session) to hammer out a quid pro quo 
whereby each side would get a temporary extension of its preferred pro-
gram. Within a week, the deal on the massive spending and tax break pack-
age was consummated.

On learning of the deal, many liberal Democrats in Congress were 
incensed and ready to rebel. The president had just removed their one source 
of revenge against Republicans—for many, their last opportunity to stand up 
for their principles before leaving office. To add insult to injury, they had no 
say in the matter. Even many conservative Republicans blanched at the sheer 
magnitude of the package’s cost—$860 billion. They questioned if their lead-
ers had conceded too much to preserve the sacrosanct tax cut. After meeting 
with the Democratic Party’s caucus, in which a single member reportedly 
defended the president, House Speaker Nancy Pelosi reminded reporters that 
the brokered bill on which Democratic leaders had not been consulted 
would, nonetheless, have to pass both chambers and would be unlikely to do 
so in its current form. Senate Majority Leader Harry Reid, who had barely 
survived reelection weeks earlier, was only slightly more reserved in express-
ing his displeasure. He too predicted a final bill with amendments more to 
the Democrats’ liking. Soon thereafter, the Washington press corps dubbed 
President Obama “rudderless.” Weakened by the election, he was caving in 
to Republican demands.

During the next week, the president made his case to Democratic leaders 
and the public in a heavily covered press conference. He reminded fellow 
partisans that neither side could appear to be holding the American public 
hostage to the partisan fight in Washington. He also noted that the contro-
versial extensions were temporary. They would expire in two years, just in 
time for the next election cycle. Finally, he recited the list of policies that the 
other side had grudgingly accepted, which would have stood little chance in 
the incoming Republican House of Representatives. In the end, Democrats 
on Capitol Hill continued to grumble, but they passed the deal without 
changes. In the aftermath of the 2014 midterm elections, President Obama 
and Republican leaders vowed to work together, but as these events from 
2010 show, “working together” can come with a slew of compromises.

Inevitably, social choices breed conflict, especially when they involve issues 
that affect the political parties’ core constituencies. Through politics, people 
try to manage such conflicts. Neither side may be thrilled by the process or 
the results, but when politics succeeds, people of different persuasions agree 
on a course of action that satisfies them more than what they would have had 
without it. Try as they may, politics does not always end in success. Resources 
are too scarce to satisfy the competing claimants, and values prove irreconcil-
able. And even when the configuration of interests might allow reconcilia-
tion, the political process may be deficient. Participants may fail to discover  
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T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S  3

a common ground or suspect that the other side might find a way to renege on their agreements. 
Under these circumstances, disagreement persists, and disputants may even resort to force.* Suc-
cessful politics does not always lead to happy endings. No one in either political party expressed 
enthusiasm for the tax deal; yet politics allowed them to find a mutually advantageous exchange.

In more formal terms, politics is the process through which individuals and groups reach agree-
ment on a course of common, or collective,† action—even as they disagree on the intended goals of 
that action. This definition covers a great variety of social relations. Parents and teenagers nego-
tiate over use of a family car; bosses and employees haggle over working conditions and pay; 

* In 1832 the Prussian general Carl von Clausewitz proclaimed famously that war is “politics by other means.” 
Clausewitz wrote, “War is not merely an act of policy but a true political instrument, a continuation of political 
intercourse, carried on with other means.” Carl von Clausewitz, On War, ed. and trans. Michael Howard and Peter 
Paret (Princeton, NJ: Princeton University Press, 1976), 87.

† This text concentrates on politics in the American national government, but it also draws freely on examples 
from other settings because the logic embedded in political processes is not confined to matters related to govern-
ment. Consequently, throughout the text we frequently refer to some generic collectivity, whose members engage 
each other in reaching a collective decision either to undertake some collective action or to produce some collective 
good. We enlist these general terms whenever we offer a definition, an observation, or a conclusion that has a 
general application.

During the Great Depression, when millions of Americans were suddenly impoverished, many critics blamed unfettered 
capitalism. The National Association of Manufacturers, still a politically active industry association, posted billboards like this one 
around the country in an effort to bolster support for “private enterprise” by associating it with other fundamental preferences. 
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4 T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S

and organized crime families jockey over turf for conducting their illicit activities. Politics 
matters because each party needs to find a solution to its conflict or disagreement. A solution 
requires parties to cooperate, even when cooperation is costly and difficult to achieve.

Success at politics almost invariably requires bargaining and compromise. Where the 
issues are simple and the participants know and trust one another, bargaining, such as the 
prolonged exchange of proposals and counterproposals between teenagers and their parents, 
may be all that is needed for the group to reach a collective decision.

Although successful bargaining could lead to the discovery that the contending parties actu-
ally agree with each other or possibly to one side’s capitulation (such as handing over the keys 
without any conditions attached), generally it ends in a compromise, or a settlement in which 
each side concedes some preferences to secure others.

Those who create government institutions (and the political scientists who study them) 
tend to regard preferences as “givens”—individuals and groups know what they want—that 
must be reconciled if they are to agree to some common course of action. Preferences may 
reflect the individual’s economic situation, religious values, ethnic identity, or some other val-
ued interest. We commonly associate preferences with some perception of self-interest, but they 
need not be so restrictive. Millions of Americans oppose capital punishment, but surely very 
few of those who do so expect to benefit personally from such a ban.

Reconciling preferences represents a fundamental problem of governance. In one of the 
most memorable and instructive statements justifying the new Constitution, James Madison, 
who played a dominant role in drafting the document and to whom we repeatedly turn for 
guidance throughout this book, explains that the new government must be devised to represent 
and reconcile society’s many, diverse preferences that are “sown into the nature of man”:

A zeal for different opinions concerning religion, concerning government, and many other 
points . . . have, in turn, divided mankind into parties, inflamed them with mutual ani-
mosity, and rendered them much more disposed to vex and oppress each other than to  
co-operate for their common good. So strong is this propensity of mankind to fall into 
mutual animosities, that where no substantial occasion presents itself, the most frivolous 
and fanciful distinctions have been sufficient to kindle their unfriendly passions and excite 
their most violent conflicts.*

Certainly, Madison’s observation appears no less true today than when he wrote it  
in 1787.

THE IMPORTANCE OF INSTITUTIONAL DESIGN
As participants and preferences multiply and as issues become more complex and divisive, 
unstructured negotiation rarely yields a collective decision all parties can accept. It may sim-
ply require too much time and effort. More crucially, it may expose each side to too great a 
risk that the other will not live up to its agreements. Fear of reneging may foster mutual sus-
picions and lead each side to conclude that “politics” will not work. When this occurs, war 
may become the preferred alternative. The conflict in the 1990s among Serbs, Croats, and 

* This passage is from Madison’s Federalist No. 10, published initially in 1787 as a newspaper editorial supporting 
the Constitution’s ratification. We shall examine this immensely insightful essay in Chapter 2; it is reprinted in its 
entirety in the Appendix.
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T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S  5

Muslims in Bosnia followed such a dynamic. The earlier collapse of Yugoslavia’s communist 
government resurrected ancient enmities among people who had lived peacefully as neigh-
bors for decades. In the absence of effective political institutions they could count on to 
manage potential conflicts, ethnic and religious rivals became trapped in a spiral of mutual 
suspicion, fear, and hostility. Without a set of rules prescribing a political process for reaching 
and enforcing collective agreements, they were joining militias and killing one another with 
shocking brutality within a year. A decade and a half later, European and American forces 
still police the region as the former Yugoslav states, now separate national governments, strive 
to build institutions that can replace violence with politics.

Whether at war or simply at odds over the mundane matter of scheduling employee coffee 
breaks, the parties to a conflict will benefit from prior agreement on rules and procedures for 
negotiations. Indeed, this theme reappears throughout this book: a stable community, whether 
a club or a nation-state, endures by establishing rules and procedures for promoting successful 
collective action. In January 1999, when the Senate turned to the impeachment trial of Presi-
dent Bill Clinton, the stage was set for an escalation of the partisan rancor that had so marred 
the impeachment proceedings in the House of Representatives. Yet the Senate managed to 
perform its constitutional responsibility expeditiously and with a surprising degree of decorum 
thanks to an early, closed-door meeting in which all hundred senators endorsed a resolution 
that laid out the trial’s ground rules. More important, in their desire for partisan and institu-
tional comity, senators gave their majority and minority leaders the right to reject any changes 
in these rules. Thus members on both sides of the partisan divide could proceed toward a deci-
sion without fear that the other side would resort to trickery to get the results it favored. That 
the Senate would find a way to manage its disagreements is not so surprising. Its leaders take 
pride in finding collegial ways of containing the potential conflicts that daily threaten to dis-
rupt its business.

Reliance on rules and procedures to reconcile competing preferences is nothing new, of 
course. In an era of arbitrary kings and aristocrats, republican political theorists understood 
their value. In a 1656 treatise exploring how institutions might be constructed to allow con-
flicting interests to find solutions, the English political theorist James Harrington described 
two young girls who were arguing about how to share a single slice of cake. Suddenly one of 
the girls proposed a rule: “‘Divide,’ said one to the other, ‘and I will choose; or let me divide, 
and you shall choose.’” At this moment, Harrington stepped away from his story and seem-
ingly shouted to the reader, “My God! These ‘silly girls’ have discovered the secret of republican 
institutions.”* With that ingenious rule, both girls were able to pursue their self-interest (the 
largest possible slice of cake) and yet have the collective decision result in a division both could 
happily live with.1 Over a hundred years after Harrington’s treatise, the Framers of the Consti-
tution spent the entire summer of 1787 in Philadelphia debating what new rules and offices to 
create for their fledgling government. They were guided by their best guesses about how the 
alternatives they were contemplating would affect the interests of their states and the prefer-
ences of their constituencies (see Chapter 2). The result of their efforts, the Constitution, is a 
collection of rules fundamentally akin to the one discovered by the girls in Harrington’s story. 
It was intended to reassure diverse interests that they would be better off under the proposed 
system than they had been under the Articles of Confederation.

* Actually, Harrington exclaimed, “Mon Dieu!” Note that the lowercase “republican” refers to a form of  
government, and not the (uppercase) Republican Party. The same case distinction applies to “democratic” and 
Democratic Party. Both of these forms of government are examined later in the chapter.
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6 T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S

The events in Philadelphia remind us that however lofty the goal that gives rise to reform, 
institutional design is a product of politics. As a result, institutions may confer advantages 
on some interests over others. Indeed, sometimes one side, enjoying a temporary advantage, 
will try to permanently implant its preferences in difficult-to-change rules and procedures. 
The present-day Department of Education, for example, arose from the former Department 
of Health, Education, and Welfare in 1977 after newly elected Jimmy Carter proposed this 
split as a reward for early support from teacher organizations who had long regarded a sepa-
rate department as key to their ability to win increased federal funding for schools and 
teacher training. The history of this department bears out the wisdom of their strategy. 
Republican Ronald Reagan followed Carter into the White House with the full intention of 
returning the education bureaucracy to its former status. But before long the cabinet secre-
tary he appointed to dismantle the department began championing it, as did many Repub-
licans in Congress whose committees oversaw the department’s activities and budgets. 
Nearly four decades later, the Department of Education is entrenched in Washington and 
has helped implement such education reforms as President George W. Bush’s ambitious “No 
Child Left Behind.”

CONSTITUTIONS AND GOVERNMENTS
All organizations are governed by rules and procedures for making and enforcing decisions. 
Within colleges and universities, the student government, the faculty senate, staff associa-
tions, academic departments, and, of course, the university itself follow rules and procedures 
when transacting regular business. Although rules and procedures go by different names (for 
example, constitution, bylaw, charter), their purpose is the same: to guide an organization’s 
members in making essentially political decisions—that is, decisions in which the partici-
pants initially disagree about what they would like the organization to do.

And what happens when the organization is a nation? Consider the problems: the number 
of participants is great, the many unsettled issues are complex, and each participant’s perfor-
mance in living up to agreements cannot be easily monitored. Yet, even with their conflicts, 
entire populations engage in politics every day. Their degree of success depends largely on 
whether they have developed constitutions and governments that work.

The constitution of a nation establishes its governing institutions and the set of rules and 
procedures these institutions must (and must not) follow to reach and enforce collective agreements. 
A constitution may be a highly formal legal document, such as that of the United States, or it 
may resemble Britain’s unwritten constitution, an informal “understanding” based on centuries 
of precedents and laws. A government, then, consists of these institutions and the legally pre-
scribed process for making and enforcing collective agreements. Governments may assume 
various forms, including a monarchy, a representative democracy, a theocracy (a government 
of religious leaders), or a dictatorship.

Authority versus Power
The simple observation that governments are composed of institutions actually says a great 
deal and implies even more. Government institutions consist of offices that confer on their 
occupants’ specific authority and responsibilities. Rules and procedures prescribe how an 
institution transacts business and what authority relations will link offices together. Authority  
is the acknowledged right to make a particular decision. Only presidents possess the  
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T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S  7

“authority” to nominate federal judges. However, a majority of the Senate’s membership 
retains sole authority to actually “confirm” these appointments and allow the nominees to 
take office.

Authority is distinguishable from power, a related but broader concept we enlist through-
out the book. Power refers to an officeholder’s actual influence with other officeholders and, as 
a consequence, over the government’s actions. An office’s authority will be an important ingre-
dient in its occupant’s power, but an officeholder’s power includes the skill to deploy that 
authority when dealing with other officeholders and politicians. President Obama has the 
authority only to nominate a judge, but whether the Senate confirms his appointment may rest 
on Obama’s persuasiveness with members of the Senate Judiciary Committee, his mobilization 
of key support groups to lobby undecided senators, and his ability to generate favorable public-
ity for his candidate and perhaps even unfavorable publicity for opponents.

Institutional Durability
Institutions are by no means immutable, but they tend to be stable and resist change for sev-
eral reasons. First, with authority assigned to the office, not to the individual holding the 
office, established institutions persist well beyond the tenure of the individuals who occupy 
them. A university remains the same institution even though all of its students, professors, 
and administrators are eventually replaced. Institutions, therefore, contribute a fundamental 
continuity and orderliness to collective action. Second, the people who are affected by them 
make plans on the expectation that current arrangements will remain. Imagine how senior 
college students would react if, during their last semester, their college or university increased 
the required course units for a degree. Or consider the anxiety that the millions of workers 
approaching retirement must feel whenever politicians in Washington talk about changing 
Social Security.* Finally, even those who seek change typically find it hard to agree on a pro-
posed alternative. Virtually everyone endorses some reform on national health care policy, 
but they disagree sharply over its direction. As a result, current arrangements, though pre-
ferred by few, if any, members of Congress, have undergone only minor changes.

Sometimes reform is undertaken to make institutions perform more efficiently. During the 
opening session of the First Congress in 1789, James Madison, while serving as a member of 
the House of Representatives from Virginia, observed that “in every step the difficulties arising 
from novelty are severely experienced. . . . Scarcely a day passes without some striking evidence 
of the delays and perplexities springing merely from the want of precedents.” Then, more san-
guinely, he predicted that “time will be a full remedy for this evil.” And time has proven 
Madison right. By setting rules and following precedents, the House of Representatives has 
become a well-regulated machine, allowing members to concentrate on lawmaking.

On other occasions reforms enable institutions to accomplish new collective goals. In 1970 
an executive reorganization plan consolidated components of five executive departments and 
agencies into a single independent agency, the Environmental Protection Agency, with a strong 
mandate and commensurate regulatory authority to protect the environment. By coordinating 
their actions and centralizing authority, these formerly dispersed agencies could more effec-
tively monitor and regulate polluting industries. Within agencies new tasks are added to old, 

* Hence, in his 2005 State of the Union address President George W. Bush sought emphatically to reassure  
the most anxious segment of the public approaching retirement—specifically, those over age fifty-five—that his 
sweeping reform proposal would not apply to them.
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8 T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S

until the work outstrips the capacity of existing structures; only then are new offices and pro-
cedures created. Before there was the modern White House Office, presidents relied informally 
on a handful of assistants loaned to them from the executive departments. In the late 1930s 
Congress, acceding to President Franklin Roosevelt’s request, created a separate staff and des-
ignated six assistants to the president. Gradually, as presidents took on more responsibilities, 
the White House Office grew in number and complexity. Today its staff, composed of more 
than five hundred policy and political specialists, occupies two office buildings. Like rings 
within a tree, the history of the presidency can be seen in the layers of offices that have  
accumulated in response to successive demands and challenges. While the changes have been 
gradual, over time they transformed the office.

The Political System’s Logic
The quality of democracy in modern America reflects the quality of its governing institu-
tions. Embedded in these institutions are certain core values, such as the belief that those 
entrusted with important government authority must periodically stand before the citizenry 
in elections. Balanced against this ideal of popular rule is the equally fundamental belief that 
government must protect certain individual liberties even when a majority of the public 
insists otherwise. Throughout this text we will find politicians and citizens disagreeing on 
the precise meaning of these basic beliefs and values as they are applied or redefined to fit 
modern society.

Also embedded in these institutions—initially by the Framers in the Constitution and later 
by amendment and two centuries of political evolution—is a logic based on principles about 
how members of a community should engage one another politically to identify and pursue 
their common goals. Although the Framers did not use the vocabulary of modern political 
science, they intuitively discerned this logic and realized they must apply it correctly if the 
“American Experiment” were to succeed.* For us, too, this logic is essential for understanding 
the behavior of America’s political institutions, the politicians who occupy them, and the citi-
zens who monitor and respond to political actions. To that end, the concepts presented in the 
remainder of this chapter are the keys to “open up” America’s political institutions and to reveal 
their underlying logic. We begin with the problems (or one can think of them as puzzles) that 
confront all attempts at collective action. Many institutional arrangements have been devised 
over time to solve these problems. Those we examine here are especially important to America’s 
political system and will appear throughout the book.

COLLECTIVE ACTION PROBLEMS
By virtue of their size and complexity, nations encounter special difficulties in conducting 
political business. In those nations where citizens participate in decisions through voting and 
other civic activities, still more complex issues arise. Successful collective action (that is, the 

* They were, after all, contemporaries of Isaac Newton and found in his theory of mechanics inspiration to 
search for similar natural laws to create a well-functioning polity. With Britain the only real-world model to guide 
them, which they tended to judge more as a model of what to avoid than to emulate, the Framers depended heavily 
on carefully reasoned ideas, which took them to Newtonian physics. Consequently, the terms force, counterweight, 
and balance were familiarly employed during debates at the Constitutional Convention and by both sides in the 
Constitution’s subsequent ratification campaign.
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T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S  9

efforts of a group to reach and implement agreements) challenges participants to figure out 
what to do and how to do it. The former involves comparing preferences and finding some 
course of action that sufficient numbers of participants agree is preferable to proposed alter-
natives or doing nothing. The latter concerns implementation—not just the nuts and bolts 
of performing some task, but reassuring participants that everyone will share the costs (e.g., 
taxes) and otherwise live up to agreements.

Even when differences are in principle reconcilable, there is no guarantee that a solution 
will be discovered and implemented. Two fundamental barriers—coordination problems and 
prisoner’s dilemmas—may block effective collective action. Coordination is perhaps the sim-
plest to overcome: members of the group must decide individually what they want, what they 
are prepared to contribute to the collective enterprise, and how to coordinate their efforts 
with those of others. A prisoner’s dilemma arises whenever individuals decide that even 
though they support some collective undertaking, they are personally better off pursuing an 
activity that rewards them individually despite undermining the collective effort. Prisoner’s 
dilemmas pervade all of politics, from neighbors petitioning City Hall for a stop sign to leg-
islators collaborating to strike budget deals in Congress. These dilemmas especially interest us 
because the “solution”—that is, having everyone contribute to the collective undertaking—
depends heavily on providing the kinds of incentives to individuals that governments are well 
suited to provide.
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Figure 1-1 Republicans Pick a Presidential Nominee, 2012
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10 T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S

Coordination
A classical music performance offers an education in the costs of coordinating collective 
action. During a concert the members of a string quartet coordinate their individual perfor-
mances by spending nearly as much time looking at each other as they do following their 
music. Volume, tempo, and ornamentation must all be executed precisely and in tandem. By 
the end of a successful concert, the effort required is evident on the triumphant musicians’ 
perspiring faces. A symphony orchestra, by contrast, achieves comparable coordination, 
despite its greater numbers, by retaining one of its members to put aside the musical instru-
ment and take up the conductor’s baton. By focusing on the conductor, orchestra members 
are able to coordinate their playing and produce beautiful music. And at the end of the con-
cert, the conductor is the first one to mop a perspiring brow.

Coordination problems increase with the size of a group. Large groups trying to reach a 
shared goal might emulate the symphony in designating and following a leader. Members of 
the House of Representatives and the Senate configure procedures to enable Congress to decide 
policy for the hundreds of issues presented each session. But to achieve the same objective, the 
435-member House and the 100-member Senate proceed quite differently, following a logic 
reflecting the size of their organizations. The House delegates to a Rules Committee responsi-
bility for scheduling the flow of legislation onto the floor and setting limits on deliberations 
and amendments. This important committee becomes the “leader” in setting the body’s agenda. 
The entire House cedes this authority to a committee because coordination is vital if the cham-
ber is to identify and pass the most preferred legislation. By contrast, the smaller Senate has 
found that it can achieve comparable levels of coordination without having to surrender 
authority to a specialized committee. Rather, informal discussions among members and party 
leaders suffice.

When the number of participants desiring to coordinate is really large—say, a state’s  
voters—coordination may generally be unachievable. It explains, after all, why a society’s col-
lective decisions are generally delegated to a small group of professionals, namely politicians, 
who intensively engage one another in structured settings, namely government, in order to 
discover mutually attractive collective decisions. For some problems simple, self-enforcing 
rules—such as traffic staying to the right side of the street—might be all that is required.  
For other kinds of collective choices, institutions severely limit options, allowing like-minded 
individuals to coordinate easily. Political party nominations offer voters an obvious  
common choice.

Successful mass coordination occasionally arises even in the absence of institutions chan-
neling individuals’ choices. The 2012 presidential primaries saw conservative Republican 
voters race en masse from one candidate to another in search of an alternative—apparently any 
alternative—to moderate and eventual winner Mitt Romney. As displayed in Figure 1-1, five 
of Romney’s serious challengers for the nomination briefly achieved front-runner status in the 
public opinion polls. On reaching the top of the pile, each faltered and was quickly discarded 
by voters in favor of yet another “anyone but Romney” nominee. Eventually, they all stum-
bled badly, leaving Romney the only viable candidate still in the race. At this point, conserva-
tive Republicans switched their mantra to “anyone but Obama” and rallied behind their 
party’s nominee.

Among the several surprising outcomes in this chronology is the alacrity with which 
Republican voters’ preferences switched from one candidate to another. How, for example, did 
so many survey respondents manage to shift from front-runner Rick Perry (after he forgot the 
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Renán Almendárez Coello, “the Latino 
Howard Stern”
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These Los Angeles Spanish-language DJs, among others, are credited with turning out nearly five hundred thousand 
demonstrators for an immigration reform rally in downtown L.A. in March 2006.
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12 T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S

names of several government departments he promised to disband) to Herman Cain, who had 
until Perry’s debate fiasco barely registered a blip in the polls? In such instances a critical ingre-
dient of success lies in identifying a common focal point to help individuals target their ener-
gies toward a common purpose. A focal point is some prominent cue that helps individuals 
recognize the preferences of others with whom they want to cooperate. A strong debate per-
formance might win some supporters, but equally important, it might identify to all the 
candidates who will attract the most support. Similarly, a narrow victory in a state delegate 
caucus could signal the candidate that all like-minded voters should gather behind. Or 
endorsement by some accepted authority—like the Tea Party—could concentrate support. 
And so each of these kinds of focal point cues guided conservative Republicans as they settled 
on a “not Romney” alternative who, shortly thereafter, displayed some fatal flaw that sent 
them searching for another candidate.

Internet-based social networks offer levels of focal point coordination unimaginable in ear-
lier decades. A remarkable example of nearly spontaneously coordinated protest activity 
occurred in 2006, when a Los Angeles union and church organized a protest march against 
anti-immigrant legislation under consideration by the House of Representatives. The organiz-
ers hoped to arouse twenty thousand participants, but after they persuaded several Spanish-
radio DJs to publicize the rally, over half a million protesters showed up. The size of the turnout 
amazed everyone, including the organizers, and the crowd quickly overwhelmed the police 
force. Clearly, there was a pent-up demand needing only a cue as to when and where everyone 
would show up.

Coordination problems essentially arise from uncertainty and insufficient information and 
may prevent collective undertakings even when a great majority agrees on a course of action, 
such as Republicans’ desire to win back the presidency in 2012. We now turn to potentially 
more problematic challenges to collective action—the problems of the prisoner’s dilemma. 
Unlike a lack of coordination, where mutual ignorance prevents participants from identifying 
and working together for a common goal, prisoner’s dilemma problems find participants  
privately calculating that they would be better off by not contributing to the collective action 
even when they wholeheartedly agree with its purpose. Where coordination problems fre-
quently require no more than direction and information, prisoner’s dilemmas generally neces-
sitate monitoring and the threat of coercion.

The Prisoner’s Dilemma
Since it was first formally introduced in the late 1950s, the prisoner’s dilemma has become 
one of the most widely employed concepts in the social sciences. A casual Google search gen-
erated over half a million hits on this phrase, bringing up websites on subjects far afield from 
political science and economics (where systematic consideration of the concept originated), 
including psychiatry, evolutionary biology, and drama theory. The prisoner’s dilemma depicts 
a specific tension in social relations, one long intuitively understood by political thinkers. 
Solving this dilemma fundamentally distinguishes political success and failure and is a cor-
nerstone of our inquiry. What precisely is the prisoner’s dilemma, and why is it so important 
for the study of American politics?

The prisoner’s dilemma arises whenever individuals, who ultimately would benefit from 
cooperating with each other, also have a powerful and irresistible incentive to break the 
agreement and exploit the other side. Only when each party is confident that the other will 
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live up to an agreement can they successfully break out of the dilemma and work to their 
mutual advantage.

A simple example of how this works is the original exercise that gives the prisoner’s dilemma 
its name. In the movie stills from the 1941 drama I Wake Up Screaming (see photos), homicide 
detectives are subjecting screen legends Victor Mature and Betty Grable to the prisoner’s 
dilemma. Specifically, each murder suspect is being advised to confess and testify against the 
other, in return for a lighter prison sentence. The diagram on the next page maps out the likely 
prison term each faces. Deep down Mature and Grable know the police do not have enough 
evidence to convict them of murder. All they have to do is stick to their story (i.e., cooperate) 
and, at worst, they may have to spend six months in jail on a gun possession charge. If both 
were to confess, each would get a five-year sentence. Each is offered a deal: in exchange for a 
full confession, the “squealer” will get off scot-free, while the “fall guy” or “sucker” will be 
convicted and likely receive a ten-year prison term. In the movie both suspects are isolated in 
their cells for a few days, with the detectives hinting that their partner is “singing like a canary.” 
As the days pass, each begins to recognize the other’s character flaws and panics. If Mature 
squeals, Grable realizes, she must also in order to avoid a ten-year stretch. If, however, she has 
underestimated his virtues and he holds out, well, that would be unfortunate, but she gains 
some solace in knowing that her lone confession will be her “get-out-of-jail” card. Of course, 
Mature, stewing in his cell, reaches the same conclusion. Why this movie presents a genuine 
dilemma is that in this setting confessing offers the best outcome for each suspect, regardless of 
what the other individual does. So, in the end, they both confess and spend the next five years 
in the slammer.*

* For this reason police have traditionally objected to giving suspects early access to lawyers, who might help the 
otherwise isolated prisoners coordinate their plan. But this is a different story we will return to in Chapter 5. By the 
way, the movie offers a happy ending.

Subjected to the classic prisoner’s dilemma interrogation, Victor Mature and Betty Grable turn out to have nothing to confess in 
the 1941 whodunit I Wake Up Screaming. Since its introduction in the 1950s, thousands of articles have enlisted this metaphor to 
explore the fundamental conflict between what is rational behavior for each member of a group and what is in the best interest of 
the group as a whole. 
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14 T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S

So what does this dilemma have to do with American politics? Everything. Every successful 
political exchange must tacitly solve the prisoner’s dilemma. Exchanges occur because each side 
recognizes that it will be better off with a collective outcome rather than trying to act alone. 
Had Mature and Grable somehow managed to stay silent, their cooperation would have shaved 
all but six months from their five-year terms. And both knew this. Yet neither could be sure 
the other confederate would stay silent. To get something worthwhile, both sides must typi-
cally give up something of value in return. The moral: unless participants in a collective deci-
sion can trust each other to abide by their commitments, they will not achieve a mutually 
profitable exchange.

How do the Matures and Grables shift the outcome from that quadrant, where neither 
cooperates, to the one where they both do? One solution involves making reneging and defec-
tion very expensive. In some settings this can be achieved informally. For example, politicians 
who repeatedly make campaign promises that they subsequently fail to act on lose credibility 
with voters, making them vulnerable to defeat in the next election. Once in office, reneging on 
an agreement will quickly damage a politician’s reputation, and others will refuse to deal with 
her in the future. Where failure to live up to one’s agreements imposes costs down the road, 
politicians will think twice before doing so.

Another common solution is to create institutions that help parties discover opportunities 
to profit through cooperation and, most importantly, guarantee that agreements are honored. 
Here the government’s coercive authority is useful. An anthropologist once reported that two 
tribes in a remote region of New Guinea lived in a state of continual warfare, to the point that 
many more men from both tribes had died in battle than from natural causes. The anthro-
pologist summed up their dilemma: “In the absence of any central authority, they are con-
demned to fight forever . . . since for any group to cease defending itself would be suicidal.” He 
added that these tribes might “welcome pacification.” One day the distant government in 
Papua sent a ranger armed with a handgun to establish territorial boundaries between the tribes 
and rules governing their chance encounters. Suddenly, the decades-long warfare ended. Each 
side believed the ranger with his single sidearm presented sufficient force to punish any breaches 
of the peace agreements, and the now-peaceful neighbors began to use politics—not war—to 
solve their conflicts.2 Members of a society must be able to engage one another politically. 
Without confidence that agreements will be enforced, the political process quickly unravels. 
Participants will balk at undertaking mutual obligations they suspect their bargaining partners 
will not honor.

In his 1651 treatise on the origin and purposes of government, Leviathan, political philoso-
pher Thomas Hobbes examined the straits to which society is reduced when its government is 
unable to enforce collective obligations and agreements. (See box “Hobbes on Monarchs.”) In 
a famous passage he warned that life would return to “a state of nature . . . solitary, poor, nasty, 

 Victor Mature

  Stays Silent Confesses

Betty Grable
Stays Silent

Confesses

6 months      6 months

No jail        10 years

10 years    No jail

5 years       5 years

 (Grable’s sentence is listed first.)
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In 1651 Thomas Hobbes argued in Leviathan, one of the 
most important books in political theory, that the English 

monarch was a necessary guarantor of collective agree-
ments.1 He proposed that since the king and his offspring 
derived their wealth directly from the population in taxes 
and labor, they would pursue the nation’s welfare because 
it would enrich them as well. Even if the monarch were 
wicked and expropriated too much of the nation’s wealth 
for himself, the citizenry was still better off with him wield-
ing power arbitrarily than if no one had enforcement 
authority. Restated in the vocabulary of this text, Hobbes 
argued that monarchs offered a cost-effective means to 
collective action. 1. Thomas Hobbes, Leviathan, or The matter, forme, & power of a com-

monwealth ecclesiasticall and civill (1651; reprint, Oxford: Clarendon 
Press, 1958). 

HOBBES ON MONARCHS

logic of politics

brutish and short.”3 The mortality rate of New Guinea tribesmen confirmed Hobbes’s insight. 
They were not naturally bellicose; rather, these tribes simply could not trust each other. Thus 
enforcement succeeded in inducing cooperation, but not by flaunting overwhelming force or 
imposing a solution on the contending parties. The ranger’s presence simply rendered any 
party’s defection more costly than its compliance.

Hopefully, the relevance of the prisoner’s dilemma to American politics is becoming clearer. 
Virtually every policy the government adopts represents a successful resolution of this dilemma. 
Constituencies and their representatives cooperate to achieve their separate goals—recall our 
definition of politics on page 3—because institutions have developed to help diverse constitu-
encies discover opportunities for mutual gain through cooperation and, just as importantly, 
deter them from reneging on their agreements. Like the ranger with a handgun from Papua, 
America’s political institutions foster collective action by solving the prisoner’s dilemma.

There are failures, to be sure. Antitrust laws are designed to prevent competitors in the 
marketplace from colluding to fix prices or restrain trade in other ways. In 2014 new oil pro-
duction technologies combined with a slumping world economy to create suddenly a world-
wide oversupply of oil. Crude oil prices plummeted to less than half their value of a couple of 
years earlier, leaving the American oil industry in a predicament. Many drillers that had recently 
taken on debt to expand production now found themselves contributing to an oil glut. One 
obvious solution would be for everyone to cut back production. Unable to coordinate, they 
individually drill yet harder to service their debt in the face of depressed prices while hoping 
that their competitors will cut back.4 

Other issues simply do not offer mutual gains through cooperation. One party’s gain is the 
other’s loss, and politics may break down and give way to force. National policy on rights to 
abortion frequently becomes just such an issue where irreconcilable preferences seek to control 
policy. Chapter 4 recounts the most intractable issue of all in American political history—the 
failure, despite repeated compromise attempts, to come up with a policy on slavery’s extension 
into the territories during the 1850s. This issue was only resolved by the deadliest war of its time.
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16 T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S

Even where each side can envision opportunities for mutual gains, American politics is not 
fail proof. Everyone agrees that in several decades the Social Security program will be unable to 
provide its current level of benefits for the next generation of retirees. Both Republican and 
Democratic politicians in Washington want to fix it, and from time to time one side will make 
an overture to the other. But all of the solutions are costly or unpopular, either requiring hefty 
new taxes or curtailing benefits. Both political parties worry that as soon as they offer a tough 
solution, the other side will seek to exploit it and score points in the next election. Until politi-
cians figure out a way to cooperate and share the blame, Social Security reform will remain the 
proverbial “third rail” of politics: “Touch it and you are dead.”*

FREE-RIDER PROBLEM. A form of the prisoner’s dilemma that afflicts large groups is the 
free-rider problem. With each individual’s contribution to the success of the collective activ-
ity quite small and inconsequential, each member will be tempted to free ride—that is, to 
defect from the agreement by withholding a contribution to the group’s undertaking while 
enjoying the benefits of the collective effort. Pediatricians report that some parents openly 
state their intention to free ride in not having their children immunized from measles and 
other contagious childhood diseases. Misinformed by baseless claims that common inocula-
tions cause autism, they reason that since all the other kids are getting the shots, theirs need 
not do so.5

To better understand the critical role of group size to this particular form of prisoner’s 
dilemma, let us return to the collective efforts of our quartet and symphony. Suppose a violin-
ist is tempted to skip practice and party with friends the evening before a performance. As a 
member of a quartet, the violinist faces powerful incentives to fulfill her obligations. If she 
performs poorly, her three colleagues will quickly notice, as will music critics and many in the 
audience. Since each musician’s contribution is manifestly vital to the quartet’s collective prod-
uct, all are likely to stay home and practice. Now consider the decision of the would-be party-
goer who is a member of the symphony. As one of twenty violinists in the orchestra, each 
performer’s contribution adds only marginally to the collective product, certainly much less 
than do the contributions of members of the string quartet. This introduces an opportunity to 
free ride. The symphony musician might be tempted to spend the night on the town knowing 
that he could still bask in the orchestra’s beautiful music.

The free-rider problem arises whenever individuals recognize that their small contribution 
to the collective enterprise will not affect its success or failure. And because contributing is 
somewhat costly, they decide not to make the effort. Even those who enthusiastically support 
an enterprise realize that they can escape fulfilling their obligations. If many people react this 
way—and many do—and suspect their neighbors of doing so as well, too few people will con-
tribute to collective endeavors, and, thus, some may fail.

During Barack Obama’s 2008 presidential campaign, “get out the vote” operatives discovered 
that organizing volunteers into groups of more than ten volunteers reduced the group’s success 
in contacting prospective voters. Instead of crusaders making a difference, they felt like “num-
bers on a spreadsheet.” A lot of them dropped out of the campaign. Having learned this lesson, 
in 2012 they organized into smaller teams where they could more easily see that their contribu-
tion made a difference. As a result, the campaign’s voter contact efforts proved more successful.6

* The third rail metaphor refers to the third rail of subway tracks, the one that carries the electricity.
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For many voluntary associations, this strategy is unavailable. With about 10 percent of its 
regular viewers ever donating to their local PBS affiliate, the Public Broadcasting System 
requires an annual government subsidy to stay in business. Given the logic of nonparticipation, 
why does anyone ever contribute to a collective enterprise? Clearly some people find some 
activities intrinsically rewarding, however minor their contribution. That said, most of the 
people, most of the time, are inclined to free ride. If a collective effort is to succeed, it must 
provide potential participants with a private inducement. A few PBS viewers donate to their 
local station because they want to express their support for public television (or perhaps their 
disgust with commercial television). But many others are lured into donating by the monthly 
program guide subscription, license-plate holders, coffee mugs, discount coupon books, and 
other direct benefits of membership.

Governments face many of the same free-riding issues as voluntary associations, but gener-
ally they solve them not by rewards and plying individuals with selective benefits but rather by 
sanctions and, if necessary, force. Immediately after the United States declared war on Japan 
after the attack on Pearl Harbor, thousands of patriotic young men rushed to the army and 
navy recruiters. In case they did not, however, Congress passed a draft law. Imagine how few 
people would pay income taxes if there were no Internal Revenue Service (IRS) waiting in the 
wings. Governments also have a variety of other resources at their disposal to induce participa-
tion in collective undertakings. One of the most controversial features of the national health 
care law enacted in 2009 was the requirement that everyone sign up for health care insurance. 
Failing to do so would result in an extra tax added to the individual’s income tax to cover these 
premiums. Clearly the intuition behind the mandate was that in a setting where no one could 
be denied insurance coverage, many people would wait until they got sick to sign up. In a sense 
they would free ride—that is, not contribute to the overall financing of the program—but avail 
themselves of the collective good whenever they liked.

THE TRAGEDY OF THE COMMONS. Another distinctive and important form of the 
prisoner’s dilemma is the tragedy of the commons. It resembles free riding in that the 
provision of a public good is divorced from its consumption. Where free riding empha-
sizes efforts of individuals to avoid contributing to the creation or preservation of a pub-
lic good, tragedy of the commons concentrates on individuals’ costless consumption of a 
public good (the “commons”) that results in its ruination. Having a large number of 
participants encourages each to renege on contributions to the public good. The differ-
ence is that the good already exists and will be destroyed if its exploitation is not brought 
under control. This dilemma takes its name from another instructive allegory. A number 
of herdsmen graze their cattle in a common pasture. Gradually, they increase the size of 
their herds, destroying the pasture and with it their livelihood. With each herdsman rea-
soning that adding one more cow to the herd will increase his income while having negli-
gible impact on the pasture, they all add cattle, and do so repeatedly. The end result is a 
disaster—eventually, overgrazing strips the pasture of fodder, the cows starve, and the 
herdsmen go broke.

A real-world analogy is the collapse of the cod fishing industry off New England. Entire 
communities based their economies on fishing cod in nearby waters, but so many fishermen 
exploited this resource, without allowing nature to replenish it adequately, that they managed 
to wipe out the fishery on which their jobs depended.7 Kansas wheat growers confront the  
same dilemma when they over-irrigate their fields even while recognizing that they are rapidly 

Copyright ©2016 by SAGE Publications, Inc.  This work may not be reproduced or distributed in any form or by any means without 
express written permission of the publisher.

Do n
ot 

co
py

, p
os

t, o
r d

ist
rib

ute



18 T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S

depleting the underground aquifer and, consequently, their long-term livelihood. In these and 
many other examples of overpopulation and pollution, participants find themselves racing 
toward ruin as they deplete natural resources.

The commons metaphor has broader and timely applications. When patients fail to take 
their full prescription of antibiotics, they contribute to the emergence of a more resistant strain 
of bacteria to which everyone could be exposed. The Internet can be thought of as a commons 
in a variety of respects (see Politics to Policy box on Google’s attempt to create a new digital 
library). Anyone can post information on the Internet, attract Net surfers’ attention, and glean 
some revenue as viewers click on accompanying advertising banners. Since high-quality infor-
mation is costly to produce, many will seek to exploit this commons by creating cheaply pro-
duced, low-grade information, making it difficult for quality information to distinguish itself 
and ask for compensation for its more-costly-to-produce information.*

The trick to avoiding the tragedy of the commons lies in proper institutional design. As with 
free riding, the solution links the individual’s personal interest to provision (in this instance, 
preservation) of the collective good. A decision to squander or conserve resources must  
somehow be made to affect each participant’s personal welfare. One solution is regulation—
setting up rules limiting access to the common resource and monitoring and penalizing those 
who violate them. The House of Representatives strictly rations access to the floor with rules 
prescribing time limits to debates and germaneness of motions. But enforcement can be costly, 
since individuals will be tempted to exploit the collective good if they see their neighbors and 
colleagues flaunting the rules.

* Blog monitoring site Technorati presently tracks traffic to over 6,700 political blogs posted from U.S. sites.

Classic tragedy of the commons scene: too many boats chasing too few fish, not because the skippers are greedy, but because in 
the absence of an agreement, none can afford to stop fishing and surrender the harvest to others. Here, ships collide at an 
opening of the Sitka Sound herring fishery as they compete to catch the remaining tons of herring left in the year’s quota. 
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In many settings, a less costly and more effective alternative solution to conserving the com-
mons involves privatizing it—that is, converting it from a collective good to a private good. 
After a second straight disastrous harvest in 1622, the residents of Plymouth Plantation found 
themselves as close to starvation as at any time since their arrival on the Mayflower. In des-
peration, the community’s leader, William Bradford, announced an end to communal farming. 
He divided the acreage into family plots and left each family to provide for itself. This ended 
the famine. As one historian noted, “[T]he change in attitude was stunning. Families were now 
willing to work much harder than they had ever worked before.”8 After instituting the reform 
Bradford observed, “The women now went willingly into the field and took their little ones 
with them to set corn.” Confronted with decreasing stock, modern fishery management has 
increasingly switched from regulations (i.e., catch quotas) to privatization by granting fisher-
men exclusive access to parts of the ocean in the hope that this will motivate them to harvest 
prudently. Whether regulation or privatization, the solution involves aligning personal gain 
with promotion of the collective good.

THE COSTS OF COLLECTIVE ACTION
Collective action offers a group benefits its members cannot achieve on their own. But par-
ticipating in a collective enterprise also entails various costs. The key to successful collective 
action lies in designing a system that achieves the benefits of a collective effort while mini-
mizing its costs. For example, the Senate, with its 100 members, efficiently accomplishes its 
business with fewer and less restrictive rules than those required for the much larger, 
435-member House of Representatives.

Some of the costs associated with collective enterprises are not hard to spot. An obvious one 
is each person’s monetary contribution to an enterprise—for example, tax payments funding 

Privatizing the Commons. Citing the headaches that hundreds of city drivers face each day, an 
enterprising entrepreneur has developed an app-based service, MonkeyParking, that identifies 
vacant parking spots on city streets. He recently took service one step further in Los Angeles and 
proposed that, for a fee, the service would send someone out to reserve the slot for the subscriber. 
This would have effectively privatized this commons—that is, street parking. City Hall, however, 
decided that the commons is not his to privatize and banned the practice.
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In 2004 Google unveiled a grandiose plan to digitize 
every book and make each of them universally available 

on the Web. It launched the project by announcing agree-
ments with more than a dozen major research universities 
throughout the world, allowing Google to copy their col-
lections. In effect, the Google project envisioned the cre-
ation of a new “commons”—the ability to search every 
book online and, depending on the copyright, read select 
passages or the entire book. The benefit to users was 
obvious. Books long out of print, many out of copyright, 
and many others “orphans” in that their copyright holder 
was unclear would come out of the recesses of library 
storage and become instantly accessible via Google’s 
search engine. Although the concept won widespread 
support, the project ran into opposition on two fronts. 
First, other companies—such as Amazon—had their own 
designs on creating downloadable libraries. Google’s 
plan would give it a huge advantage over others in provid-
ing print on demand and other services. Moreover, every-
one going to this new “commons” would pass through 
Google’s site, which is loaded with advertising banners.

The second group of critics consisted of authors and 
publishers. Google anticipated complaints from these pro-
ducers, and it assured everyone their copyrights were safe. 
The public could “preview” books by reading a selection of 
pages, but other pages would be omitted. Those who sued 
held that Google proposed to offer too much and that, since 
it had a financial stake in drawing users to its site, it was the 
inappropriate party to decide what contents of a book would 
be available. Copyright holders’ objections were unabash-
edly self-interested. After all, those who contribute to the 
expansion of knowledge should be compensated. Without 
control over copyright, which the Google plan compro-
mised, authors and publishers would be less likely to under-
take books and journals.

Ironically, Google’s thoroughly twenty-first-century con-
cept of a “cloud” library conjures up the same issues that 
afflicted publishing at its founding. It is a history that offers a 
moral that is arguably more relevant today than at any time 
during the intervening four centuries. Shortly after the inven-
tion and manufacture of the printing press in the early sev-
enteenth century, a class of freelance printers, or publishers, 

sprang up throughout England. The number of books pub-
lished exploded. But within a few years authors and publish-
ers experienced a crisis that threatened the future of the 
industry. Some wily publishers would only “publish” books 
that already had a market—the same strategy pursued by 
those who make knockoffs of Coach handbags today. They 
would reprint a text and, to gain a market edge, attribute 
authorship to someone famous. Authors and publishers had 
no legal recourse because the “copyright” had not yet been 
invented. Their books entered the public domain freely avail-
able for anyone to copy. Given the prospect that even a 
highly successful book would offer publishers little return on 
their investment, these early printer-publishers petitioned 
the government for protection. In 1709 the British Parliament 
decided to privatize this commons in passing the first copy-
right law, with its title appropriately beginning with “An Act 
for the Encouragement of Learning.” This history raises the 
following question for the Google project: would reverting to 
a commons ruin the resource (i.e., knowledge) Google pur-
ports to advance?1

1. In a series of settlements, Google introduced some limitations on access 
and gave authors a right to remove their books from the proposed digital 
library. Lawsuits, tentative settlements, and Justice Department antitrust 
investigations ensued. Early in 2014, the federal courts dismissed a major 
lawsuit against Google, and the massive scanning project continues.

GOOGLE PROPOSES  
A LIBRARY IN A CLOUD

politics to policy

road construction or staffing of a police department. Less obvious are the “overhead” costs of 
enforcing agreements, such as the ranger’s salary in New Guinea or the costs associated with the 
judicial system and the lawyers needed to ensure that those who enter into business agreements 
live up to their contracts. Overhead costs also include the government’s effort to combat free 
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riding. If people were not inclined to free ride, the federal government could disband the large 
bureaucracy that goes after tax cheats.

Two kinds of costs that are especially relevant for designing and evaluating institutions are 
transaction costs and conformity costs. Though they represent separate aspects of how a com-
munity tackles collective enterprises, they often involve a trade-off with one another. In creating 
institutions to achieve desirable collective goods, a society should collectively weigh the balance 
between members’ private autonomy and the requirements for achieving the collective good.

Transaction Costs
Transaction costs are the time, effort, and resources required to make collective decisions. 
Consider a student activities committee that selects which band to bring to campus. First, do 
students want rock, hip-hop, or some other kind of music? Then, what bands are available, 
how good are they, and what do they charge? Of course, unsatisfactory answers to the second 
set of questions might return the committee to the first. Once a decision has been made, the 
bands must be contacted, dates and prices negotiated, and a venue found. The time and 
effort spent researching available bands, debating preferences, and implementing decisions 
are all transaction costs of the collective good of campus entertainment.

Transaction costs can pose a formidable barrier to political agreements. These costs rise 
sharply as the number of participants whose preferences must be taken into account increases. 
In the absence of institutions for negotiating and implementing collective agreements, these 

In 1856, several days after learning of Senator Charles Sumner’s fiery speech against admission of 
Kansas to the Union as a slave state, South Carolina’s Preston Brooks, a member of the House of 
Representatives, entered the chamber and beat Sumner unconscious. Everyone was shocked, but no 
one intervened. Sumner eventually recuperated and returned to the Senate for another eighteen years.

T
he

 N
ew

 Y
or

k 
Pu

bl
ic

 L
ib

ra
ry

/A
rt

 R
es

ou
rc

e,
 N

Y

Copyright ©2016 by SAGE Publications, Inc.  This work may not be reproduced or distributed in any form or by any means without 
express written permission of the publisher.

Do n
ot 

co
py

, p
os

t, o
r d

ist
rib

ute



22 T H E  LO G I C  O F  A M E R I C A N  P O L I T I C S

costs might overwhelm the ability of participants to identify and to commit themselves to  
collective enterprises. With well-designed institutions, however, agreements become easier to 
make. In the above example, the student body greatly reduced its transaction costs by authoriz-
ing a committee to make a collective choice for it. 

Sometimes, though, high transaction costs are intentionally put in place to make some col-
lective activities more, not less, difficult. Having fashioned a delicately balanced plan of govern-
ment, the Framers were understandably uninterested in making it easy for some group down 
the road to rewrite the Constitution. Indeed, the prospect that their labors might soon be 
undone could have prevented them from reaching agreement in the first place. The Framers 
ratcheted up the transaction costs of future constitutional change. A proposed amendment to 
the Constitution must be endorsed by two-thirds of the membership of both houses of  
Congress and ratified by three-fourths of the states.*

Conformity Costs
In negotiating a common course of action, parties advocating competing interests rarely dis-
cover that they want precisely the same thing. Politics invariably means compromise. Most of 
the time there are losers—parties whose preferences receive little accommodation but who 
must still contribute to a collective undertaking. To the extent collective decisions obligate 
participants to do something they prefer not to—and all resolutions of the prisoner’s dilemma 
involve this—we refer to this necessity as a conformity cost. Conformity costs range from an 
ordinary task such as paying property taxes to extraordinary sacrifices such as serving in Iraq 
away from home and family. Rules that require fishermen to stay at the dock during a por-
tion of the fishing season, rules that make a citizen spend part of her income to fund govern-
ment programs that she opposes, and rules that limit the time allotted a member of Congress 
for a floor speech all impose conformity costs on individuals in order to achieve a collective 
goal. Not surprisingly, members of a community prefer minimum conformity costs. But 
since collective goals never come effortlessly, elected representatives must continually weigh 
what kinds of and how much costs its citizens are prepared to bear for a particular good. 
Failure to do so, as Democrats discovered in the 2010 congressional elections shortly after 
passage of comprehensive health care policy, could find them ushered out of office.

In that transaction and conformity costs generally entail a trade-off, such calculations tend to 
be complicated: those institutions that minimize transaction costs, making it easy for government 
to act, may do so by imposing excessive conformity costs. An extreme case would be a dictator 
who arbitrarily decides national policies (minimal transaction costs) by insisting that everyone do 
what he, not they, prefers (maximum conformity costs). At the opposite end of the continuum 
would be government by consensus. The group does nothing unless everyone agrees to it. Of 
course, governments based on consensus often have a difficult time undertaking any collective 
enterprise, although they expend great effort (exorbitant transaction costs) discovering this.

These extreme mixes of transaction and conformity costs might seem far-fetched when 
referring to national governments, but for many of the Constitution’s Framers this was precisely 
the issue that brought them to Philadelphia. Chapter 2 examines America’s unhappy, precari-
ous experience with government by consensus in the decade following independence. The 
Articles of Confederation, the nation’s first constitution, allowed any state to block national 

* Alternatively, two-thirds of the state legislatures can ask Congress to call a national convention to propose 
amendments, but this has never been done.
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action on important policies such as taxes. Moreover, the absence of enforcement authority 
fostered rampant free riding even when the states could agree on a course of action. Conse-
quently, even in a country with only thirteen participating states—each with one vote in the 
Confederation Congress—the transaction costs of consensus government proved impossibly 
difficult and prompted all but one state, Rhode Island, to send delegates to a constitutional 
convention to create a more viable arrangement.

More commonly, governmental reform occurs within a narrow range of trade-offs between 
transaction and conformity costs. Rules, procedures, and resources are frequently changed to 
reduce transaction costs and make government more efficient and decisive. But sometimes the 
opposite scheme is adopted to prevent abuses. After the civil rights movement and the Vietnam 
War era, scandals uncovered widespread abuses by the Federal Bureau of Investigation (FBI) 
and Central Intelligence Agency (CIA) in spying on civil rights activists (including Martin 
Luther King) and antiwar leaders. Congress enacted procedures requiring judicial approval 
before these investigative agencies could undertake wiretaps and other forms of intrusive sur-
veillance of citizens. Such reforms to prevent abuses were adopted with little opposition in 
Washington and represent a classic instance of increasing transaction costs as a way to ham-
string action—in this instance, action taken against those who opposed current government 
policies. Over the objections of law enforcement officials, the government decided to preserve 
individuals’ freedom of dissent (reduce conformity costs) by jacking up transaction costs on law 
enforcement officials. After September 11, 2001, the balance shifted back to reducing the 
transaction costs involved in going after potential terrorists (via the USA PATRIOT Act), and 
conformity costs increased.

Protesters against Obamacare demonstrate in front of the U.S. Supreme Court in 2012. While the 
Supreme Court upheld most of the Affordable Care Act, the act’s imposition of conformity costs—
requiring everyone to purchase health insurance or pay a penalty on their income taxes—remains 
controversial.
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DESIGNING INSTITUTIONS FOR  
COLLECTIVE ACTION: THE FRAMERS’ TOOL KIT
What constitutional arrangements best solve the problems and costs associated with collec-
tive action? It depends on what is being decided. If citizens fear that government might 
intrude too far into their private lives, they might want to add high transaction costs and 
require consensus to make collective decisions. This perhaps explains why those leaders who 
feared a shift in power from the states to the new national government clamored for a Bill of 
Rights to limit the ability of national majorities to demand religious and political confor-
mity. (Their concerns resonated with the broader population and led to the quick adoption 
of the Bill of Rights as the first amendments to the new Constitution.) If, by contrast, citi-
zens greatly value quick and decisive action, as in defense against an imminent foreign 
threat, they may favor institutions that minimize transaction costs even at the risk of ceding 
more authority to leaders than they would normally deem prudent. Clearly, the delegates to 
the Constitutional Convention—many of them recent veterans with still-fresh memories  
of the frustrating and nearly failed revolution—harbored both concerns and many varia-
tions in between.

In devising the several branches of the national government and its relations with the states, 
the Framers relied on design principles that instituted varying trade-offs between transaction 
and conformity costs to fit the purposes of the institutions they were creating. And they sought 
balance—keeping the branches in “their proper orbits”—so that none would gradually gain a 
permanent advantage over the others.

By intent, the Constitution provides only a general framework for government. As its insti-
tutions have evolved over the past two centuries, the Framers’ design principles have shaped 
their subsequent development. Consequently, the principles, summarized in Table 1-1, are just 

TABLE 1-1

Design Principle Defining Feature Example

Command Authority to dictate others’ actions President’s commander-in-chief 
authority

Veto Authority to block a proposal or stop an 
action

President’s veto; Senate confirmation 
of the president’s appointments; 
judicial review

Agenda control Authority to place proposals before 
others for their decision, as well as 
preventing proposals from being 
considered

Congress presenting enrolled bill to 
president; congressional committees’ 
recommendations to the full chamber

Voting rules Rules prescribing who votes and the 
minimum number of votes required to 
accept a proposal or elect a candidate

Supreme Court decisions; Electoral 
College; selection of the Speaker of 
the House of Representatives

Delegation Authority to assign an agent responsibility 
to act on your behalf

Representation, bureaucracy

The Framers’ Tool Kit
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as useful for dissecting the internal organization of the 
modern House of Representatives as they are for studying 
the Framers’ plan. The Framers’ tool kit presented below 
will inform our analyses throughout the text—especially 
those chapters that delve into the logic of the govern-
mental system.*

Command
This refers to the authority of one actor to dictate the 
actions of another. Unlike the other design concepts, 
command authority gives its holder comprehensive con-
trol of those within the scope of its authority. Command 
cuts through both coordination and prisoner’s dilemma 
problems by conferring the authority to impose a solu-
tion regardless of the preferences of others—a solution 
that invariably favors the authority’s preferences over the 
preferences of those who must comply with the authori-
ty’s edicts. So while command certainly achieves effi-
ciencies in reducing transaction costs, it does so by 
imposing potentially huge conformity costs on the com-
munity. For decades, Cuba’s Fidel Castro banned whole 
genres of music from the radio. For Hobbes (see box 
“Hobbes on Monarchs,” page 15), monarchical com-
mand prevented society from deteriorating into anarchy.†

The Framers, and republican theorists before them, 
sought other institutional arrangements that would enable 
efficiency, yet minimize the conformity costs imposed by 
command. Consequently, “command” was rarely used in 
designing the Constitution. The only provision (Section 2, 
Article II) that comes close makes the president “the com-
mander in chief of the army and navy.” The military, then 
and now, is the one component of government designed to 
place a premium on conformity. Any squad member under enemy fire can appreciate the value 
of not having others in the unit calculating whether to cover for their buddies or to engage in 
free riding. Soldiers undergo intensive training to instill reflexive obedience to superiors’ orders, 
subordinating their own well-being to that of their unit. Each soldier’s place within the hierar-
chy, or “command structure,” is explicitly identified by his or her rank.

The work of government fundamentally differs from that of a squad in battle. The  
president may be the supreme commander, but the Framers made sure any pretense of  

* We do not present this list of design principles as exhaustive. One can think of other principles—such as the 
principles in the Bill of Rights prohibiting certain classes of government actions—but we do find that the tool 
kit’s principles are indispensable for understanding how America’s political institutions work the way they do.

† Moreover, Hobbes argued that in monarchies, the inherited right to rule was not just necessary but also salu-
tary; monarchs had a long-term stake in their subjects’ prosperity in order to maximize their own power and 
prosperity.

Widely published in opposition Whig newspapers, this cartoon 
depicts President Andrew Jackson trampling on the 
Constitution and public works legislation. However 
imperiously Jackson dealt with the opposition-controlled 
Congress and the Supreme Court, whose decisions he 
selectively ignored, the veto in his left hand hardly sufficed to 
allow him “to rule” the country.
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command authority ends there. Vivid evidence of their success appears in outgoing president 
Harry Truman’s prediction about his successor, army general Dwight Eisenhower: “He’ll sit 
here, and he’ll say, ‘Do this! Do that!’ And nothing will happen. Poor Ike—it won’t be a bit like 
the Army. He’ll find it very frustrating.”*

Veto
The veto embodies the right of an official or institution to say “no” to a proposal from 
another official or institution. Like command, the veto is unilateral, allowing its possessors 
to impose their views regardless of the preferences of others. Yet it is far less potent than 
command because of one critical difference: it is a “negative” or blocking action that pre-
serves the status quo.† The veto confers little direct advantage in shifting government policy, 
but in Chapter 7 we find that a president’s threat to use it may induce Congress to address 
the president’s objections as it prepares legislation. Moreover, the blocking effects of the 
veto can be limited by providing those subject to a veto the means of circumventing it. 
After weighing the pros and cons of giving the president an absolute veto, the Framers 
backed off and added an override provision. With a two-thirds vote in each chamber, the 
House of Representatives and Senate can enact a vetoed bill without the president’s endorse-
ment. A policy that withstands the huge transaction costs entailed in mustering superma-
jorities in both chambers has demonstrated its merits and deserves enactment despite  
the president.‡

The president’s veto is the only explicit use of this instrument in the Constitution, but the 
Constitution implicitly creates other important veto relationships. Both the House of Repre-
sentatives and the Senate must agree to identical legislation before it can proceed to the presi-
dent’s desk for his signature (or veto). In effect, then, each legislative chamber holds a veto over 
the legislation emanating from the other chamber. Yet another unnamed veto resides with the 
Supreme Court. Shortly after the new government was launched, the Supreme Court claimed 
the power of judicial review, asserting its authority to overturn public laws and executive actions 
it deemed unconstitutional. (We will discuss fully this important “discovered” authority in 
Chapters 2, 5, and 9.)

The greater the number of veto holders, the higher the transaction costs in making new 
policy. Consequently, with its numerous veto holders, the American political system deserves 
its reputation as being inherently conservative.

Agenda Control
This refers to the right of an actor to set choices for others. The choices might concern legis-
lation, proposed regulations, or any other decision presented to a collectivity. Political parties 

* According to most contemporary observers, Eisenhower’s experiences in office bore out Truman’s predic-
tion. According to one description of Ike’s sixth year in office, “The President still feels that when he has decided 
something, that ought to be the end of it . . . and when it bounces back undone or done wrong, he tends to react 
with shocked surprise.” Richard E. Neustadt, Presidential Power and the Modern Presidents (New York: Wiley, 
1960), 10.

† In fact, many of the Constitution’s Framers referred to the veto as a “negative.”
‡ All state governors possess some form of veto over legislation; many of these vetoes differ significantly from the 

president’s in allowing the governor to veto parts of bills and flexibility in appropriating expenditures less than those 
prescribed in the legislation.
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nominate candidates who define the choices available to voters on Election Day. Those who 
exercise agenda control gain both positive and negative influence over collective decisions. 
On the positive side, an agenda setter can introduce a choice to the collectivity—a senator 
proposing an amendment to a bill under consideration, for example—which then decides to 
accept or reject it. Where everyone enjoys this right—when, say, any fellow senator can offer 
an amendment to any colleague’s proposal—access to the agenda will be of little consequence 
in explaining collective decisions. Agenda control becomes consequential in settings where 
some members of the group exercise proposal power and others do not. The Constitution 
requires, for example, that tax bills originate in the House of Representatives, and so the 
House sets the Senate’s agenda on this important topic.

Consider the advantage this right confers. The agenda setter can propose a course of action, 
while the others are limited to deciding between the proposal and the status quo (no action). 
The agenda controller thus limits the choices available to the collectivity. Unlike the Senate, 
where proposal rights are universal, the House has long been governed by rules that empower 
leaders to set the choices members will vote on. Leaders determine what, if any, amendments 
will be allowed, and limit the time available for debating alternatives. This procedural authority 
can have huge consequences. In fact, it probably led to that chamber’s impeachment of President 
Bill Clinton in 1998. In late fall 1998 the Republican-controlled Judiciary Committee sent to 
the floor articles of impeachment against President Clinton. Republican floor leaders faced a 
potential problem. They favored impeaching the president as well, but they were fairly certain 
that a majority of members did not favor this drastic course. Republicans held only a nine-vote 
majority overall. Moreover, with Democrats appearing unified in opposing impeachment, four 
to six Republicans informed their leaders 
that they preferred a softer punishment—
specifically, a resolution censuring President 
Clinton—to impeachment. Yet the Repub-
lican leadership’s agenda control held a 
trump card that guaranteed their ultimate 
success. With the authority to decide which 
proposals would be available for the mem-
bers to vote on, the leadership disallowed 
censure motions and forced Republican 
fence-sitters to decide between impeach-
ment and no action. In the end the fence-
sitters joined their colleagues, and on a 
nearly perfect party line vote, the House of 
Representatives impeached the president, 
even though a majority of the membership 
preferred censure.9

House members confer so much power 
on their leaders and knowingly bear heavy 
conformity costs because in the absence of 
agenda control the transaction costs would be 
unmanageable. Without leaders orchestrating 
the chamber’s decisions, the institution would 
be at the mercy of its 435 members—each, 
like their colleagues in the smaller Senate, 

Not just another lawyer joke. . . . Clearly the guards prefer the high 
conformity costs imposed by this hapless leviathan to the transaction costs 
of more democratic institutions.
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jealously protecting and exercising his or 
her right to offer any bill or amendment 
at any time. After members of a reform 
group in New York branded the major-
ity leader of that state’s senate as an 
autocrat for not letting their favored 
proposals come to the floor, he 
responded, “[P]ure nonsense. . . . Talk 
to the C.E.O. of any company. If you 
want to act on something, and the com-
pany has 212 employees, what are you 
going to do, have a discussion and let 
212 employees do whatever the agenda 
is? Is that what you do? So you have 212 
different agendas. And that is just  
chaotic, doesn’t work. That is Third-
World-country stuff.”10

Voting Rules
Any government that aspires to democracy must allow for diverse interests to be expressed in 
government policy. When members of a collectivity share decision-making authority, the 
outcomes are determined by some previously agreed-to voting rule. The most prominent 
option in classical democratic theory is majority rule. Normally this term refers to a simple 
majority, or one-half plus one.

Majority rule embodies the hallowed democratic principle of political equality. Equality 
requires that each citizen’s vote carries the same weight and offers all citizens the same oppor-
tunity to participate in the nation’s civic life. When all votes count the same, majority rule 
becomes an obvious principle: when disagreements arise, the more widely shared preference 
should prevail.

Yet majority rule offers no magic balance between transaction and conformity costs. It is 
just one possible constitutional rule midway between dictatorship and consensus. Govern-
ments controlled by popular majorities are less likely to engage in tyranny—that is, impose 
very high conformity costs—than are dictatorships, but this knowledge did not fully reassure 
the Constitution’s Framers. Worried about tyranny by the majority, they carefully constructed 
institutions that would temper transient passions of majorities in the new government. Separa-
tion of powers with checks and balances—two concepts we will examine in detail in the next 
chapter; different term lengths for members of the House and Senate, the president, and federal 
judges; and explicit provision for states’ rights all make it difficult for majorities to take charge 
of the new government.

Although majority rule figures prominently in the Constitution, it is explicitly required in 
only a few instances. A majority of the Electoral College is required to elect the president, 
although the winner may not necessarily receive a majority of the popular vote, as we saw in 
the contested presidential election of 2000 when Democratic candidate Al Gore received a 
half-million more votes than George W. Bush but lost the election.11 And a quorum, a majority 
of the membership of the House of Representatives, must be present before the House can 

Voting Rules of the U.S. Senate*

Motion Voting Rule

Passage of ordinary bills Simple majority of members
 and amendments  present and voting

Rule 22 (cloture to set time Three-fifths of the full Senate
 limit on debate)  (normally sixty votes)

Veto override Two-thirds of members present 
  and voting 

Unanimous consent to take up Unanimous agreement of 
 legislation out of turn   members present

* We will explain these rules fully in Chapter 5. 
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conduct business. Much of what the government does requires action by Congress, which, the 
Framers seemed to assume, would conduct its business by majority vote.

Yet the Constitution permits or tacitly authorizes other voting rules. The Constitution 
leaves it to the states to specify rules electing members of Congress, and states almost always 
have preferred the plurality rule (the candidate receiving the most votes, regardless of whether 
the plurality reaches a majority) in deciding winners. Elsewhere in the Constitution superma-
jorities of various amounts are required. If the president vetoes a bill passed by both houses of 
Congress, two-thirds of the House and of the Senate must vote to override the veto, or the bill 
is defeated. And in another example of steep transaction costs, three-quarters of the states must 
agree to any amendments to the Constitution.

Delegation
When individuals or groups authorize someone to make and implement decisions for them, 
delegation occurs. Every time Americans go to the polls, they delegate to representatives the 
responsibility for making collective decisions for them. Similarly, members of the House of 
Representatives elect leaders empowered to orchestrate their chamber’s business, thereby 
reducing coordination and other costs of collective action. The House also delegates the  
task of drafting legislation to standing committees, which are more manageable subsets of  
members. As in this instance, decisions are frequently delegated in order to control their 
transaction costs.

Social scientists who analyze delegation note that principals, those who possess decision-
making authority, may delegate their authority to agents, who then exercise it on behalf of the 
principals. Every spring, millions of Americans hire an agent—say, H&R Block—to fill out 
their tax forms for them and, they hope, save them some money. Similarly, the president 
(principal) appoints hundreds of staff members (agents) to monitor and promote the admin-
istration’s interests within the bureaucracy and on Capitol Hill. We will use these terms to 
identify and illuminate a variety of important political relationships that involve some form 
of delegation.

Delegation is so pervasive because it addresses common collective action problems. It is 
indispensable whenever special expertise is required to make and carry out sound decisions. 
The vast and complex federal bureaucracy requires a full chapter (Chapter 8) to describe and 
explain—because Congress has pursued so many diverse public policies and delegated their 
implementation to agencies. A legislature could not possibly administer its policies directly 
without tying itself in knots. In the next chapter, we will examine the Continental Congress’s 
failed attempts to directly supply Washington’s army during the Revolutionary War. The pre-
dictable failure resulted in the chronically inadequate provision of essential supplies to the 
troops. The lesson was not lost on the participants, many of whom served as delegates to the 
Constitutional Convention in Philadelphia two decades later.

Beyond the need for technical expertise, majorities may sometimes find it desirable polit-
ically to delegate decisions. For example, the government allocates space on the frequency 
band to prevent radio or television stations from interfering with each other’s signals. In 1934 
Congress stopped allocating frequencies itself, leaving decisions instead to the five members 
of the Federal Communications Commission. Congress had learned early that assigning fre-
quencies was difficult and politically unrewarding, as its decisions were regularly greeted with 
charges of favoritism or worse. Congress therefore delegated such decisions to a body of 
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experts while retaining the authority to pass new laws that could override the commission’s 
decisions. Thus Congress retains the ultimate authority to set the nation’s technical broadcast-
ing policies when it chooses to exercise it.

Finally, almost all enforcement authority—the key to solving prisoner’s dilemmas of all 
types—involves delegation to a policing agent. It might be the IRS, the Securities and Exchange 
Commission, the Equal Employment Opportunity Commission, or any of the hundreds of 
other federal, state, and local agencies that make sure that individuals abide by their collective 
agreements.

Delegation solves some problems for a collectivity, but it introduces others. A principal 
runs the risk that its agents will use their authority to serve their own rather than the princi-
pal’s interest. The discrepancy between what a principal would ideally like its agents to do and 
what they actually do is called agency loss. Agency losses might arise “accidentally” by incom-
petence or the principal’s failure to communicate goals clearly. Or losses might reflect the 
inherent differences between the goals of a principal and its agents. A principal wants its 
agents to be exceedingly diligent in protecting its interests while asking for very little in return. 
Agents, on the other hand, prefer to be generously compensated for minimal effort. The bal-
ance in most principal-agent relationships lies on a continuum between these extremes. Mild 
examples of agency loss include various forms of shirking, or “slacking off.” Our agents in the 
legislature might attend to their own business rather than to the public’s, nod off in commit-
tee meetings, or accept Super Bowl tickets or golf vacations from someone who wants a special 
favor. Citizens warily appreciate the opportunities available to their agents in Washington to 
“feather their own nest.” So voters are quick to respond to information, typically from oppo-
nents who covet the job, suggesting that the incumbent is not serving constituents well. Mem-
bers of Congress who miss more than a few roll-call votes usually do so at their peril.

So how can a principal determine whether its agents are being faithful when it cannot 
observe or understand their actions? Car owners face a similar problem when an auto 
mechanic says the strange engine noise will require replacement of an obscure part costing a 
month’s pay. How do owners know whether to trust the mechanic, especially since they know 
the mechanic’s financial interest clashes with theirs? They could get a second opinion, inves-
tigate the mechanic’s reputation, or learn more about cars and check for themselves, but all 
these solutions take time and energy. Governments employ all of these techniques and others 
to minimize agency loss. Whistle-blower laws generously reward members of the bureaucracy 
who report instances of malfeasance. Or governments can create an agent who monitors the 
performance of other agents. Congress has created about eighty inspector general offices 
within the federal bureaucracy to check and report to the president and Congress on agency 
failures to perform assigned duties faithfully and honestly. Delegation always entails a trade-
off between the benefits of having the agent attend to decisions on the principal’s behalf and 
the costs associated with agency loss and the effort required to monitor the agent’s behavior.

A virulent form of agency loss occurs when the agent turns its delegated authority against 
the principal. This possible scenario arises when principals provide agents with the coercive 
authority to ward off external threats or to discourage free riding. What prevents these 
agents—the police, the army, the IRS, the FBI, and many others—from exploiting their 
advantage not only to enrich but also to entrench themselves by preventing challenges to their 
authority? Certainly many have. World history—indeed, current affairs—is rife with news of 
military takeovers, secret police, rigged elections, imprisoned opponents, ethnic cleansing, 
and national treasuries drained into Swiss bank accounts. Institutions created to minimize 
transaction costs may, as the trade-off indicates, impose unacceptably high conformity costs.
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This risk raises another fundamental question: 
How much authority can citizens safely surrender in 
achieving their collective goals? When does delegation 
become abdication and invite tyranny? As we’ll see in 
Chapter 2, the Constitution’s Framers struggled 
mightily with this conundrum. James Madison 
regarded this question as critical. “In framing a gov-
ernment,” he wrote, “the great difficulty lies in this: 
you must first enable the government to control the 
governed; and in the next place oblige it to control 
itself.”12 How to design government to manage this 
“great difficulty” preoccupied the Framers of the Con-
stitution, as it did the political philosophers who 
influenced them.

REPRESENTATIVE 
GOVERNMENT
Modern democracies blend delegation with majority 
rule into what is known as representative govern-
ment. Citizens limit their decisions to the selection 
of government officials who, acting as their agents, 
deliberate and commit the citizenry to collective 
enterprises. This form of democracy eliminates the 
massive confusion that would ensue if large commu-
nities tried to craft policies directly, and it frees most 
citizens from having to attend constantly to civic 
business. For a large group or society, representative 
government, through delegation, makes large-scale 
democracy possible. Direct democracy, in which 
citizens participate directly in collective decision 
making, is reserved primarily for small communities 
and organizations.*

At the time of the adoption of the U.S. Consti-
tution, the idea of majority rule was controversial. The ancient city-state of Athens, one of 
the few experiments with democracy known at the time, had ended ignominiously in mob 
rule and ultimately dictatorship. The eighteenth-century political theorists who influenced 
the Constitution’s Framers endorsed a form of government called a republic, designed to 
allow some degree of popular control and also avoid tyranny.13 The Framers designed the 
new Constitution to pose formidable transaction costs on collective action. The Framers 
especially favored some form of veto or “check” of one institution over another. In a 

* Another approach to direct democracy that is adapted to a large electorate is the referendum. Nearly half the 
states allow the legislature to propose a change to the state’s laws or constitution, which all the voters subsequently 
vote on. An alternative and even purer form of direct democracy is the initiative, which places a proposal on the 
ballot when the requisite number of registered voters have signed petitions to place the issue on an election ballot.

“Pigs get fat . . . Hogs get slaughtered!!!!” So wrote Angela 
Spaccia (salary: $850,000), assistant city manager of Bell, 
California, to the incoming police chief (salary: $770,000, half 
of it tax free). To the left of Spaccia in the photo is City Manager 
Robert Rizzo, who awarded himself $1.5 million annually. 
Rounding out the gallery of indicted city officials are a former 
city councilman and mayor. Four other city officials also face 
charges of misappropriating funds and concealing it from the 
town’s citizens.
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 republic, voters elect their representatives, but 
these representatives are constrained in follow-
ing the majority’s dictates by constitutional 
guarantees for minorities and by institutions 
and rules requiring exceptionally large majori-
ties for certain decisions.

The notion of an independent, unelected 
judiciary also challenges the paramount demo-
cratic principle of majority rule, but presents no 
problem for the republican creed. By ratifying the 
Constitution and retaining the power to amend 
it, the people may choose to set up an institution 
independent of the others and unconcerned with 
short-term swings in public opinion to referee the 
political process and preserve the values on which 
the government is founded. In short, republican 
theorists, who had the allegiance of virtually 
everyone who attended the Constitutional Con-
vention in 1787, really believed in the role of 
institutions in reaching and preserving agree-
ments. And by making some collective decisions 
more difficult than others, the Framers con-
sciously built in higher transaction costs, even if 
they did not use those terms.

Since the American experiment was launched over two hundred years ago, experience with 
majority rule throughout the world has proved it to be a viable approach to self-governance. 
Although constitutions written in the twentieth century—such as those in France and  
Germany—may still divide authority in ways that allow their countries to be referred to as 
republics, they have dispensed with the elaborate rules and institutions designed to constrain 
majority rule by ratcheting up transaction costs. Rather than separating the executive from the 
legislature, most of the world’s modern democracies have fused them in parliamentary gov-
ernment. Many varieties of parliamentary government exist, but they all lodge decisive author-
ity in a popularly elected legislature, whose actions are not subject to the same severe checks 
by executive and judicial vetoes. The legislature in turn elects a team of executives called a 
cabinet, one of whose members serves as the premier or prime minister (see Figure 1-2). This 
system promotes majority rule in the sense that the political party or coalition of parties that 
controls the legislature controls the executive. In effect, parliamentary systems are able to forgo 
the higher transaction costs embedded in the U.S. Constitution’s separation of powers. At the 
same time, as the majority gains the capacity to act on its preferences, those who disagree are 
obliged to accept the majority’s preferences.

THE WORK OF GOVERNMENT
Given the variety of costs and risks associated with collective action, Americans weigh such 
undertakings carefully. Among other things, they calculate whether the prospective gains 
from a collective public effort are sufficiently greater than what they could achieve privately. 
The vast majority of these calculations favor private action, perhaps explaining why much of 

British
Parliamentary 

System

U.S. Presidential 
System

Prime
Minister

Cabinet

House of
Representatives

Senate
President

House of
Commons

Voters Voters

Figure 1-2  Comparing the American and British 
Constitutional Systems
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what Americans do and consume as individuals has little or nothing to do with government. 
Their homes, cars, clothes, food, and sources of entertainment fall into a realm called private 
goods—that is, things people buy and consume themselves in a marketplace that supplies 
these goods according to the demand for them.

What we will discuss in this book is the provision of public goods, which everyone par-
ticipates in supplying—say, through tax dollars—and which anyone can freely consume, as 
much as he or she desires. Stated another way, the two distinguishing features of all public 
goods are that their costs are borne collectively and that no one can be excluded from their 
benefits. An example of a public good is a freeway, which, as its name implies, may be used by 
anyone. A toll road is a private good because its costs are met by the motorists who pay a fee 
(toll) for its use. A quintessential public good is national defense. However, in the early 1950s, 
at the beginning of the Cold War, some fearful homeowners took a “private goods approach” 
and installed backyard bomb shelters to use in the event of nuclear attack. They were eventually 
abandoned as just about everyone accepted the logic of relying on national defense—a public 
good—to protect them from nuclear assault.

Citizens frequently look to government to provide positive public goods: national defense, 
public order, a legal system, civil liberties, and public parks. They also count on government to 
prevent or correct negative public goods such as laws controlling pollution, protecting endan-
gered species, and establishing residential, commercial, and industrial zones. For these tasks, 
the government enjoys two important advantages: it has sufficient resources to undertake 
expensive projects, and it has coercive authority to prevent free riding. Many public goods 
simply could not be produced any other way. Some are too risky financially to attract private 
investment. What business could afford to build a multibillion-dollar supercollider to research 
nuclear fusion and, at the project’s inception, expect to recover its costs within a period reason-
able to shareholders? Other goods offer better value when converted from a private to a public 
good. The history of fire protection in America is one example (see box “Fire Protection: From 
a Private to a Public Good”).

T he history of fire protection in America offers a clas-
sic example of the evolution of private goods to a 

government responsibility. During the nation’s colonial 
era, fire protection assumed the form of an insurance 
policy. Homeowners subscribed to a local protection 
service, mounted its identifying shield on the front of  
the house, and hoped that if they had a fire it would 
show up.

In many small communities voluntary fire departments 
formed to turn fire protection into a public good. The coordi-
nation problems were resolved, and the service’s responsive-
ness limited the spread of fires across structures. This 
arrangement worked reasonably well in towns and villages 
where everyone knew everyone else. Any “volunteer” who 

chronically slept 
through the fire bell 
might well have 
found his neighbors 
doing the same when 
the bell sounded for 
his house.

As communities 
grew and social con-
trols on free riding 
weakened, voluntary fire protection gave way to government-
run, professional fire protection. Typically, governments  
created a special fire district with taxing authority and hired 
professional firefighters to supply this public good.

FIRE PROTECTION
From a Private to a Public Good
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Another large class of goods and services has a “public 
good” aspect that justifies the collective provision of essentially 
private benefits. Earlier we examined a class of mixed policies 
where government privatizes the “commons” in order to con-
serve it. Federal and state tax codes are complicated because 
many of their provisions are intended not to raise revenue, but 
to motivate the public to contribute to some collective policy 
goal. Tax deductions or credits for charitable contributions, for 
contributions to personal retirement accounts, for installing 
solar heating, for restoring historic homes, and for investing in 
new equipment are just a few of a long list of federal incentives 
promoting some collective good.

In reality, most of the goods and services that governments 
provide cannot be easily sorted into either the private or the 
public bin. Public education is a classic example. A well- 
educated citizenry undeniably strengthens the civic and  

economic life of a society, but public education also bestows substantial private benefits on 
students and educators. The immediate beneficiary of a flu vaccination is the person who 
received it. But so too is everyone with whom he or she comes into contact, even if only by 
pushing the same elevator button. Because the work of modern governments typically belongs 
in this class of mixed goods, public policy is frequently referred to as dealing in collective 
goods. Throughout our discussion, we will employ this less restrictive term that includes both 
true public goods and mixed policies that also confer private benefits (see Figure 1-3). 

COLLECTIVE ACTION  
AND AMERICA’S CONSTITUTION
The Constitution’s Framers, who assembled in Philadelphia during the summer of 1787, did 
not employ the modern vocabulary of collective action problems, such as prisoner’s dilemma 
or tragedy of the commons. Nor did they formally label and classify their institutional design 
mechanisms. Yet they were intimately preoccupied with the collective action issues that 
afflicted society and overwhelmed the capacity of the nation under the Articles of Confedera-
tion to solve them. Although they sometimes disagreed on the design of the new government, 
delegates to the Philadelphia convention all understood that the nation’s previous failures 
stemmed from weak institutions. Citizens and state governments engaged in rampant free  
riding, and politicians failed to honor commitments because the institutions made reneging 
easy and cooperation risky. Americans were trapped in the same fundamental prisoner’s 
dilemma that ensnared Victor Mature and Betty Grable. The Framers undertook the enor-
mous task of refashioning the nation’s governmental system, knowing that the survival of the 
republic was at stake.*

To solve the nation’s pervasive collective action problems, the Framers designed a new govern-
ment that, by modern standards, minimized conformity costs. Some delegates worried  
that the states were being reduced to minor administrative districts. Others, including James 
Madison, were far more concerned that self-interested majorities might tyrannize minorities and 

* So too did rival nations abroad that tried to pry the nation apart by pitting states against one another in  
bidding for trade agreements that would weaken and eventually destroy the national union.

MixedPublic

Collective Benefits Private Benefits

Private

Figure 1-3  Several Types of Goods
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exploit the public good. The solution to both extremes lay in escalating transaction costs so the 
new government could better address the nation’s collective problems but would possess too little 
authority to allow self-interested politicians or a majority coalition to turn the power of govern-
ment against the citizenry. Separation of powers, staggered legislative terms, an unelected judiciary, 
limited national authority, and the other features explored in the chapters that follow all effectively 
constrain majority rule. The result is a highly complex constitutional system in which politicians 
must work hard to introduce even minor changes in national policy. The most  
appropriate place to begin our examination of modern American politics and apply the concepts 
presented here is at the reorganization of the entire government. In Chapter 2 we turn to the 
founding of the republic.

NOTA BENE
This chapter presents two sets of concepts that our discussion will employ throughout the 
remainder of the book. The first distinguishes the various kinds of collective action problems 
that invariably arise both within society and within government whenever differently minded 
individuals attempt to work together. The second identifies simple institutional design prin-
ciples that appear in all governmental organizations. For those chapters examining the several 
branches of government and federalism, problems of collective action and institutional design 
are naturally more prominent than in the political behavior chapters. Yet these issues arise in 
every chapter, and when they do, we will highlight the text (including the important topics 
located in the boxes!) to alert you that the concepts introduced here are being put to work.
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sented in this chapter.
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REVIEW QUESTIONS  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .
1. Why can’t we solve our disputes through simple bargain-

ing all the time? What factors undermine bargaining in 
different settings? What can people or governments do 
to help solve disputes despite these factors?

2. What sorts of institutions are commonly used to manage 
conflicts in societies? What are some examples of where 
these institutions have failed?

3. Discuss how the coordination and transaction costs for 
states changed when the national government moved 
from the Articles of Confederation to the Constitution.

4. What are principals and agents? When in your life have 
you been one or the other?

5. What are some examples of public and private goods 
that you have consumed today? How did you acquire 
them?
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