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Public Goods, Collective Choice and Allocative Efficiency (I)
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We may enjoy a particular good or service under either private or collective choice.
Conversely, we may choose any kind of goods or services as either private or collective
consumption. Usually those goods and services are defined as private or public or quasi-
public goods according to the extent of rivalness or non-rivalness in consumption. However
in this paper, those goods and services are classified into private consumption goods or
collective consumption goods in no relation with some particular nature of goods. Any
type of goods from private to public one can be collective consumption goods in our
definition.

Firstly, we show when individuals shift their choice from private one to collective one
in consuming some good. Next, we examine the case in which a particular non-rival public
good is left in collective choice and a decision making there follows simple majority voting
rule. In the framework of the median voter model, we suppose a tax share of each individual
as given and fixed and then analyze how the size of that collective consumption good is
chosen. We analyze and compare the two cases in which one assumes a tax share as uniform
among individuals and the other assumes a tax share as given by ideal Lindahl tax scheme.
In conclusion, the assumption that a tax share of each individual is given and fixed is
important for applying the majority voting model in a consistent way, but that gives the
restrictions on allocative efficiency as a whole and also the welfare level of each individual.
If an initial tax structure is set in a unwise way, some individuals might worsen their utility
levels by sifting from private to collective choice. Here we observe a kind of risk in a
democratic decision making and the trade-off between majority voting rule and allocative
efficiency.
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