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Abstract 
 

Economists	  and	  political	  scientists	  have	  been	  studying	  what	  governs	  political	  behavior	  across	  
polities	  for	  many	  years.	  	  How	  do	  leaders	  capture	  power?	  How	  do	  leaders	  maintain	  power?	  How	  can	  
the	  interests	  of	  leaders	  be	  aligned	  with	  those	  of	  their	  citizenry?	  How	  can	  We	  The	  People	  avoid	  or	  
restrain	  the	  next	  Genghis	  Khan?	  This	  paper	  analyzes	  the	  political	  models	  developed	  by	  Mancur	  
Olson,	  and	  Bruce	  Bueno	  de	  Mesquita	  and	  Alastair	  Smith.	  	  While	  Olson	  remains	  a	  very	  influential	  
figure	  for	  his	  analysis	  of	  stationary	  and	  roving	  bandits,	  his	  model	  fails	  to	  explain	  the	  nature	  of	  
democracy	  in	  the	  United	  States.	  	  Building	  on	  the	  work	  of	  Bueno	  de	  Mesquita	  and	  Smith,	  I	  integrate	  
their	  evolutionary	  model	  of	  politics	  with	  Olson’s	  insight	  to	  explain	  the	  institutional	  structure	  of	  the	  
American	  democracy	  and	  the	  political	  characteristics	  selected	  for	  in	  such	  an	  environment.	  	  I	  
examine	  how	  coalitions	  are	  satisfied	  outside	  of	  the	  private	  and	  public	  goods	  dichotomy,	  and	  how	  
the	  dis-‐coordination	  between	  the	  goals	  of	  the	  People,	  the	  politicians,	  and	  the	  parties	  is	  imbedded	  in	  
the	  political	  institution	  itself.	  	  
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2.1: Introduction 
 

If men were angels, no government would be necessary. If angels 
were to govern men, neither external nor internal controls on 
government would be necessary.  In framing a government which 
is to be administered by men over men, 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.  A dependence on 
the people is, no doubt, the primary control on the government; but 
experience has taught mankind the necessity of auxiliary 
precautions.  

    –James Madison, Federalist 51 

 

 Madison understood the nature of the man, and of power.  Of the necessary auxiliary 

precautions, a binding constitution was foremost in his mind.  But a constitution is nothing more 

than a set of institutional constraints on self-interested leaders; an attempt to bind their behavior 

and align their interests with those of the people; written down on a piece of paper.  It is not an 

institutional arrangement that gives men with equal footing the reason and the right to monitor 

each other’s behavior.  Self-interested men interacting in the market seem to coordinate and, as 

though by an invisible hand, promote social wealth maximizing ends that were no part of their 

conscious intention ([1776] Smith 1981).   

 What happens to these men when they exit the market and enter the political ring?  Is 

their need for survival suspended and do they, by virtue of their role as leaders, selflessly seek 

only the goal of a prosperous society? History is full of counterexamples.  Leaders who oppress 

their people, confiscate their belongings, and kill their brothers for power are the common 

figures in history books.  Civic-minded leaders, those who place the needs of the people above 

their own, are the exception.  Their careers are generally short-lived. 

 Before the Public Choice revolution, many scholars upheld the self-interest axiom when 

theorizing about homo economicus, only to reject it when analyzing homo politicus.  Public 
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Choice reminded scholars of the ubiquity of the self-interest axiom.  Building a theoretical 

framework on this assumption made intelligible a myriad of policies, agendas, and platforms.  

Some scholars, however, went further to extend market concepts even to the political 

environment.  Mancur Olson, for example, applied the principal of the invisible hand to 

politicians (Olson 2000).  He reaffirms that it is not from the benevolence of leaders that we 

expect our public goods, but from their regard to their own self-interest.  The “second invisible 

hand,” as Olson refers to it, discourages leaders from maximizing their short-term confiscation, 

even though they possess the capacity to do so (Ibid., 13).   

 Olson’s analysis remains very powerful and influential, but his confidence in the working 

of his second invisible hand is unwarranted and dangerous.  Olson discounts many aspects of the 

institutional structures of polities, but what if structures change the nature of the hand?  It may 

remain invisible, but turn out far less benevolent.  Building on some of Olson’s insights, this 

chapter develops a political model that extends to explain the American democracy.  To correct 

Olson’s shortfalls, a new model is needed: one that comprehends political action as an attempt to 

survive in a competitive environment.   

 Bruce Bueno de Mesquita and Alastair Smith approach the subject from an evolutionary 

standpoint and develop a unique analysis of the role of winning coalitions in political systems.  

They address the characteristics selected, and heuristics used, to survive in various political 

environments.  They show that public policy, rather than being a means for creating and 

delivering public-goods, is in fact a way to seize or maintain power (Bueno de Mesquita and 

Smith 2011; Bueno de Mesquita 2003).  Their line of analysis is crucial to this dissertation as it 

approaches political decision making from a realistic heuristics framework rather than the more 

traditional and theoretical homo politicus framework. 
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 Bueno de Mesquita and Smith review the set of political actions necessary to capture and 

maintain power.  According to their framework, what is “good” for the public may be “bad” for a 

leader’s political life expectancy.  When We the People ask for public goods, if “we” are not “his” 

people, we are practically asking the leader to commit suicide.  For politicians to survive and 

thrive they must find and keep (only) their essential backers satisfied.  In the process of so doing 

they might serve the Will of the People, or they might subvert it. The question of prosperity and 

public welfare is institutional, not one of political persona.  

 This new political model will combine the political-selection institution in America—the 

two-party system—with the provision of regulations—used as a mean for leaders to buy 

support—to explain the political behavior in the United States.   

 

2.2: Calculating the optimal size of the winning coalition:  
        Riker’s theory of political coalitions.  
 
William Riker was looking to build a new foundation for political scientists.  He believed that 

political science had lost its scientific rigor, a phenomenon that greatly distressed him.  

Fascinated by the work of Oscar Morgenstern and John von Neumann ([1944] 2007), Riker 

envisioned great potential in applying game theory to political science as one way “to live up to 

the promise in the name political science” [emphasis in original] (Riker 1965, viii).  He sought 

an axiomatic foundation, a set of universal laws, on which further political theories could be built 

and tested.  This process of testing would then shed light on whether these axioms should be 

followed, or re-evaluated.  In his opinion, the lack of universal laws, such as those in economics, 

threatened to downgrade the theories of political science into mere words of wisdom (Riker 

1965).   
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 Riker believed that political science was the study of decision making; and because true 

dictatorships were rare and short-lived, it was really the study of group decision-making. He 

observed that whenever groups made a decision the process was “invariably the same. It [was] a 

process of forming coalitions… which, by the rules accepted by all members, can decide for the 

whole” [emphasis added] (Ibid., 12).  There can be multiple coalitions within a population, but 

when one is able to set the rules for the entire population, then this special subgroup is the 

winning coalition.  Riker’s task was to prove what he called the “size principle”: the claim that a 

winning coalition must maintain its size at a minimal level (Ibid., 32).  If possible, it will eject 

members or risk becoming oversized, diluting the spoils too thinly, and losing cohesion.1    

 Drawn in by the elegance of von Neumann and Morgenstern’s “minimax theorem” 

([1944] 2007, 700), Riker set up an n-player, zero-sum game.2  Because the sum of the gains of 

the winners must equal the sum of the losses of the losers, a winning coalition that encompasses 

the entire population gains nothing.  Riker summarized the model’s size principle to be: “In n-

person, zero-sum games, where side-payments are permitted, where players are rational, and 

where they have perfect information, only minimum winning coalitions occur” (Riker 1965, 32).  

For more details on the proof of the size principle, please refer to the Appendix at the end of this 

chapter.     

Riker did not fail to recognize that the size principle was derived from a highly stylized 

model.  As such, he departed from the formal model in order to test his theory in the real world 

of politics.  He recognized two important facts about human social interactions.  First, actors 

                                                
1 Clearly, the members must also avoid an undersized coalition because ejecting too many members might render 
their subgroup impotent.   
2 Riker justified his use of a zero-sum game—separating the space of actors into victors and victims—by taking 
political elections to be analogous to wars.  He acknowledges Buchannan’s and Tullock’s argument in The Calculus 
of Consent, in which the authors argue that the process of engaging in constitutional decision making requires the 
use of positive-sum games because losers will gain more by engaging in this process than otherwise.  For such cases 
of social and constitutional analyses, Riker advocates the use of non-zero games.   
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outside of the model do not have perfect knowledge.  Thus they can act only to the best of their 

ability.  Second, the real world is dynamic.  Observations of relative changes in conditions offer 

a better explanatory variable than absolute conditions.  Because actors in the real world are not 

omniscient, Riker warned against refuting his theory based on observations of the absolute size 

of a winning coalition, rather than the change in its size over time.  Hence, he updated the size 

principle: “In social situations similar to n-person, zero-sum games with side-payments, 

participants create coalitions just as large as they believe will ensure winning and no larger” 

[emphasis in original] (Ibid., 47).   

Despite his warning, some scholars continue to criticize Riker’s theory based on a lack of 

empirical support from the real world: winning political coalitions simply do not seem to be 

minimal (Hindmoor 2006).  But Riker knew that what mattered was whether a winning coalition 

adjusts its size as it discovers information.  For this reason he analyzed three historical instances 

from a dynamic, rather than static, approach: “the ‘era of good feeling’ (ca. 1820); the period 

after 1852 when the Whig party dissolved; and the period around 1872 when the Democratic 

party substantially disappeared from Presidential politics” (Ibid., 65).  In all three cases he 

showed that when the winning coalition discovers that it is oversized, it ejects members.  Actors 

may err—a too large increase or decrease may doom their winning coalition—but the incentive 

to act is there.  

In a sense the size principle is just a useful tautology that spurred a new way of thinking 

about a problem.  By leaving the static nature of formal models in favor of the dynamic nature of 

action, Riker paved the way for theorizing about the rationality of political action from a 

perspective within its environment.  Yet even though Riker took a dynamic approach, he did not 

provide a rigorous explanation of the possible consequences for adjustments in the size, or 
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changes in the composition, of the winning coalition.  What the size principle tells us is that the 

winning coalition will adjust as it sees fit to maximize return while guaranteeing its status.  But 

what happens to the ejected members? What are the consequences of turnover in the membership 

of the winning coalition? 

 

2.3: The logic of power and political coalitions:  
       Mancur Olson’s model of stationary vs. roving bandits.    
 
What does the insight of Public Choice imply about the nature of political environments? Does 

the self-interest axiom, when applied to public servants, imply a “dark side” of politics? And, 

just how dark? To begin to answer this question, we need to consult an expert in the field, one 

who believes that the dark side may not be so dark so long as certain conditions prevail.  In 

Power and Prosperity, Mancur Olson constructed two models, one of autocracies and one of 

democracies, to analyze tax rates and the level of public goods provision in different polities.  He 

also applied these models to a study of the dynamics of economies in transition.  For instance, he 

endeavored to explain the rise and fall of autocracies, why certain transition economies prosper, 

and why others stagnate.  In his model Olson distinguishes between three types of interests: 

narrow, encompassing, and superencompassing (Olson 2000).   

 The individual criminal in a large society has a narrow interest.  His benefits from the 

theft are large compared to the personal impact on him of the social costs imposed on the rest of 

society.  Since he steals without internalizing the full social burden, his calculus is of 

concentrated benefits and dispersed costs.  Of course the individual criminal may be deterred 

from stealing.  Legal, social, and personal sanctions may drive his net benefit into the negative—

it is in the thief’s interest to stay out of jail, and to not disappoint his mother.  He might also steal 

enough that the targeted society begins to pour resources into theft prevention rather than goods 
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production, depleting the future resources available to steal.  The different Olsonian interests 

only take into account the actors’ impact on the future productivity of their hosts (Ibid.).     

 Much like the lone criminal in the previous example, Olson’s roving bandits have narrow 

interests.  Because their hold on power over a population is tenuous and may be short-lived, their 

short time horizon leads them to extract as much surplus as possible whenever they can.  The 

twentieth century ruling classes of some Sub-Saharan African countries, such as Nigeria, Ghana, 

and Kenya, are perfect examples of roving banditries who were fixated on maximizing rent 

extraction using multiple methods including high taxation, theft, bribery, and the swindling of 

foreign taxpayers for aid smuggled into foreign banks (Rowley 2000).  These roving bandits 

were careless when it came to the interests of the society because their actions were dictated only 

by their personal gains on very short-term calculations.  When taking this insight into account, 

African developmental stagnation is no longer a mystery because “[d]evelopment has not failed.  

Rather it has rarely been on the agenda of the governments that succeeded the imperialist powers” 

(Ibid., 134).   

 Even though a roving bandit benefits from its rent-extracting behavior, it might benefit 

more from settling down and broadening his narrow interest.  While he must reduce his level of 

one-off expropriation over the short term, a stationary bandit, such as a hereditary autocrat, can 

extract rents from his subjects repeatedly, over a prolonged period of time.  Because eating too 

many chickens today reduced the number of eggs produced tomorrow, the stationary bandit is 

characterized by an encompassing interest—he is concerned for his own wealth, and by 

extension, for the future productivity of the group from whom he expropriates.  So it seems that 

while serving his own self-interest the autocrat is driven by a “second invisible hand” to promote 

the interest of his subjects, i.e. their productivity (Olson 2000, 13).   
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Thus the ruler will set the tax rate so that the last dollar collected in tax will be offset by a 

dollar-loss in productivity due to the tax, and no higher.  Additionally, if he believes the 

productivity of his subjects may increase, the autocrat may spend a portion of his extractions on 

public goods.  As a result, if the tax rate is, e.g., 50%, the autocrat will provide public goods until 

the last dollar spent brings in a $2 increase in productivity, $1 of which he will collect in tax 

(Olson 2000).  The autocrat is also driven by this “second invisible hand,” in order to impress the 

notion of stability in the minds of his subjects, to protect their private property from 

expropriation by his cronies and others.  

But only while his power is secure.  As Olson emphasizes, any entrenched autocrat will 

eventually behave as a roving bandit if his interest narrows, e.g., due to threats of deposition, 

shortening his time horizon (Ibid.).  The autocrat’s cronies have an incentive to collude for his 

overthrow so they can have their turn.  It is for this reason that the offered return on investment 

in many third world countries under the reign of a dictator is higher than that in a first world 

country—to compensate the investor for the risk of the return of the roving bandit (Ibid.).   

 To comprehend the ruling of majorities in a democracy Olson modified his stationary 

bandit model.  He argued that ruling democratic majorities are driven by a superencompassing 

interest in social performance.  Simply put, democratic majorities do not have an interest in 

promoting the productivity of their subjects because they want to maximize their return on 

expropriating their subjects; rather, it is because they are their subjects.  Whereas the autocrat 

may indirectly benefit from relatively lower tax rates and the provision of public goods, ruling 

majorities indirectly and directly benefit from lower tax rates and public goods, because they pay 

them, and they use them.  Therefore, democratic majorities have an interest in a tax rate lower 
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than what would be imposed by an autocrat, as well as in more public goods than what would be 

provided by an autocrat (Ibid.).  As expressed by Olson:  

Since taxes are needed to finance public goods, and the amount an interest wants 
to spend on public goods goes up as it becomes more encompassing, it follows 
that there are superencompassing interests that do not comprise all of society 
(and thus have a minority that they could exploit) that would lose from 
redistributing income from the minority to themselves.  The two blades of the 
scissors must come together and cut off the incentive to redistribute for interests 
that are less than the whole of society and have a minority that they could exploit. 
[emphasis in original] (Ibid., 22).3  
 

 The American political institution, its two parties, seems at first glance to fit Olson’s idea 

of a stationary bandit.  The unshakable duopoly of the Democratic and the Republican parties 

does not appear to be going anywhere.  The American style of winner-take-all, fifty percent plus 

one, elections helped create, and now reinforces this duopoly.  And because the parties 

themselves craft much of the electoral procedure, and lobby for electoral law (with relatively 

well placed lobbyists), the barriers to entry are high.  The Republican party would rather their 

candidate lose a race to the Democratic opponent than win—if winning meant opening the door 

to new competition.  Political parties are institutions constructed to survive over generations, and 

are staffed by career-men who, having secured their positions, would rather lose an election than 

tenure.  

However, Olson’s latter conclusion of the superencompassing interest of democratic 

ruling majorities lacks adequate justification, especially in the face of contrary evidence from 

democracies around the world, and from the United States in particular.  What explains all of the 

unfunded mandates?  The ever-growing debt?  The political brinksmanship, and politicians ever 

kicking the can down the road?  Elected leaders in America appear to act more like roving 

                                                
3 Note that the condition in Olson’s principle that the superencompassing interest must not comprise all of society is 
a reiteration of Riker’s conclusion of the zero-sum game.  A “winning” coalition that consists of the entire 
population does not win anything because their winnings must equal to the losers’ losses, which in this case is zero 
as there are no losers.    
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bandits whose narrow interest drives them to maximize plunder without regard to the effects of 

their actions on future productivity.  They spend lavishly because they predict that when it is 

time to pay the bill they will have already left the party.  

So how far did Olson’s model fall short of reality?  Section 2.5 will elaborate on its 

shortcomings while incorporating the insights from Bruce Bueno de Mesquita and Alastair Smith.   

 
2.4: The evolutionary model of politics:  
       Bueno de Mesquita and Smith’s Dictator’s Handbook.  
 
In The Logic of Political Survival, Bueno de Mesquita, Smith, Siverson, and Morrow approach 

political behavior from an evolutionary standpoint (Bueno de Mesquita 2003).  Every action in 

any competitive environment is driven by a need for survival, whether in a jungle or in the 

marketplace, and political action is no different.  They show that, for a politician to survive, he 

must take measures that, to the best of his knowledge, work to improve his chances of re-election. 

What measures are effective differ across polities, so that the differences among them become 

more about the different institutional structures that select for certain characteristics over others 

than about the civic-mindedness of the leaders (Ibid.).  

 Oppressing and heavily taxing a population is one way to maintain power, but it is not the 

only way.  And more importantly, while it may line your pockets and save you the indignity of 

an election, depending on the institutional setting, it might unleash a rebellion.  Awareness of the 

environment in which you attempt to take and maintain power is essential to understanding 

political phenomena that are often puzzling.  For example, why do some conquerors maintain or 

rebuild the same governmental structure as that which they conquered, while some adopt 

different institutional structures (Ibid.)? And how is it that peace and prosperity are more typical 

in democracies than autocracies, yet autocrats last in office for a longer period of time (Ibid.)?  
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Totalitarian governments often use universal adult suffrage as part of their political structure, 

even though the elections are often rigged and citizens understand that they are pointless (Ibid.).  

 According to the authors, the difference between polities is not so much a difference 

among the different characteristics of leaders, such as civic-mindedness, but different 

institutional structures that selects for certain characteristics over others (Ibid.).  As a result, the 

authors name their theory the selectorate theory (Ibid.).   Bueno de Mesquita and Smith usefully 

refer to the three categories of the selectorate, the voting body, as interchangeables, influentials, 

and essentials (Bueno de Mesquita and Smith 2011).  The relative size of those three groups will 

shape the kind of economic policies that will flow from any leadership coalition.  For leaders, the 

political landscape can be broken down into three groups of people: the nominal selectorate (the 

interchangeables), the real selectorate (the influentials), and the winning coalition (the essentials) 

(Ibid.).  The nominal selectorate consists of every person who has some legal right to participate 

in choosing the leader, a chance of sharing in some of the spoils of his victory.  In most 

democracies, this encompasses all citizens of a certain age, with some exceptions, and Bueno de 

Mesquita and Smith note that in almost all cases, any individual member of a nominal selectorate 

in a democracy is un-influential in the selection process (Ibid.).  

The second stratum of politics consists of the real selectorate.  This is the (much smaller) 

group that actually chooses the leader (Ibid.).  In the democracies, this is the body of voters who 

support the candidate who wins the presidential election, and who support the party that wins the 

legislative elections.  In the USSR, and still in China, it consisted (s) of all voting members of 

the Communist Party.  In other regimes it may be yet more limited. 

Most important of all is the relatively small subset of the real selectorate that makes up a 

winning coalition: those whose support is essential if the chosen leader is to survive in office 
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(Ibid.).  In democracies, this coalition remains sizeable.  It consists of the minimal number of 

voters who give the edge to one presidential candidate over another or who determine outcomes 

in marginal legislative constituencies.  In the autocracies, the winning coalition is usually 

dramatically smaller.  In the USSR, for example, the essentials consisted of a small group of 

individuals inside the Communist Party who chose candidates and controlled policy, as is the 

case in China still.  

According to the selectorate theory, the relative number of the essentials to the number of 

the interchangeables, what I will call the essential ratio, is the driving explanatory force behind 

political action (Bueno de Mesquita and Smith 2011; Bueno de Mesquita 2003).  The authors use 

labels such as autocracy and democracy solely for their common usage in the literature.  Instead, 

they view the type of a polity as a continuous variable on a spectrum, on which the ratio of the 

size of winning coalitions to the interchangeables ranges from very small to very large.  The size 

of the coalition necessary to seize or maintain power at any given time determines the governing 

style, not the other way around (Ibid.).  

In order to capture and maintain power, a leader must take care of his essentials.  This 

care can take the form of private gifts or public goods (Ibid.).  Either of these two forms of 

transfers must be generated from tax revenues.  As a result, the leader must first set a tax rate that 

generates him an adequate stream of revenue, constrained by his interest in the peoples’ 

productivity.  Following Olson, the authors endogenize the leader’s decision on tax rates.  A 

successful leader must recognize that while a higher tax rate may increase the amount that he is 

able to spend on his winning coalition, the increased tax rate will cause the interchangeables to 

allocate more of their time to leisure (or tax avoidance, or rebellion) and away from productive 

activities, thus threatening tax revenues.  If the essential ratio—the number of essentials relative 



Draft.  Please do not quote without permission. 
 

 15 

to interchangeables—is small, private gifts constitute the least costly way for leaders to maintain 

support (Ibid.).  With only a few hungry mouths it is easy to hand-feed them.  As the size of the 

essential ratio grows it may become difficult to isolate the members of the coalition from the 

population at large.  When this becomes the case, politicians find public goods to be a more 

efficient method of purchasing loyalty and support (Ibid.).  In other words, the provision of 

public goods is independent of the civic-mindedness of leaders; it is a tool of political survival.  

The same leader would reduce his public goods provision and increases his use of private gifts if 

the essential ratio dropped.  To do otherwise would lead to his defeat, or demise.  

It is crucial to note here that even though the authors view successful political leaders as 

ruthless and power hungry, they do not rule out the existence of aspirational leaders who are 

concerned with public welfare.  But, as they argue, leaders are assumed to prefer political 

survival to political suicide.  And leaders who place the public interest and welfare above that of 

their essentials will not survive long in the political environment (Ibid.).  To become king of the 

jungle requires an acceptance, and mastery, of the rules of the game.  Leaders, who refuse to play 

the game, may exist, but their chances of political survival are close to nil.  Very few fish have 

crawled out of the water and lived to tell about it.  It is the rarity of such events that allows the 

authors to ignore their influence (Ibid.). 

The selectorate theory further expands to explain the dynamics of the political fight when 

a challenger enters the ring.  Every incumbent was once a challenger and therefore it is not 

sufficient to explain only how he maintained his power, but also how he was able to capture it in 

the first place (Ibid.).   

Both the incumbent and the challenger must make offers regarding the amount and 

mixture of public and private goods that they will provide, and the tax rate they will enforce to 
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fund it.  Let us assume that the size of the incumbent’s minimum winning coalition is 𝑊.  In 

order for a challenger to depose the incumbent, he must capture a winning coalition of size 𝑊 

composed of some members of the interchangeables but where at least one net-member has been 

lured from the incumbent’s winning coalition—leaving the latter only (𝑊 − 1)  members.  Since, 

by definition, any size less than 𝑊 is not sufficient to maintain this incumbent in power, he loses 

office to the challenger (Ibid.).  

The challenger faces another more difficult problem.  His offers to potential coalition 

members must not only be generous, but credible as well.  Members of the winning coalition are 

loyal because they bank a steady stream of transfers, and can feel secure because the leader kept 

them as part of his winning coalition past the transitional period (Ibid.).  The assurance of a 

constant stream of future private gifts is part of the rhetorical arsenal of the challenger, but he 

lacks credibility.  The challenger’s would-be essentials recognize that they may be dropped from 

his winning coalition and replaced by other more “loyal” interchangeables once the challenger 

secures power (Ibid.).  Capturing power is a more difficult task than keeping it.   

The essential ratio also plays a key role in the challenger’s strategy.  Because it is easier 

to identify and isolate members of smaller winning coalitions, it is easier to lavish them with 

special privileges in the form of narrowly tailored private gifts that other members of the 

population do not enjoy.  The cost of losing these privileges is thus very high, and the likelihood 

that they will abandon their coalition is correspondingly low.   

When a coalition is large and dispersed it is harder for the leader to identify and isolate its 

members.  So while it might make sense to move your supporters to the capitol city and buy 

them Mercedes if they number in the hundreds or thousands, it would be impractical (and much 

more obvious) in the millions.  This is one reason that it is more efficient to pay off large and 



Draft.  Please do not quote without permission. 
 

 17 

diverse coalitions with public goods.  But while public goods are a much more cost effective, and 

publicly palatable, way of paying off a large coalition, members of such coalitions share the 

value of the public goods and cannot be excluded whether under the reign of the challenger or 

the incumbent.  As a result, they can be more easily persuaded to change their allegiance (Ibid.).       

Even tax rates across polities can also be attributed to the essential ratio.  When a leader 

is contemplating a tax rate, not only must he keep in mind how tax rates affect incentives to 

produce, but also how the members of his winning coalition will feel about paying the taxes.  In 

a smaller coalition, a leader can set a higher tax rate and then compensate the members of their 

winning coalition through private gifts (Ibid.).  Administering this compensation becomes 

prohibitively costly, and more obvious, as membership increases.  As a result, leaders in polities 

with larger essential ratios are forced to set lower tax rates (Ibid.). 

Bueno de Mesquita and Smith do not hold the view that the satisfaction of the People can 

be attained through “better” leaders who are willing and able to overcome the charm of power 

for the sake of public welfare.  The welfare of the People is furthered only when it is made 

necessary for political survival.  Therefore, instead of wasting efforts contemplating and 

sketching the ultimate characteristics of the prince, one must channel these efforts contemplating 

and sketching the ultimate characteristics of the kingdom.  The king is a product of his kingdom. 

If the commonweal is the end, then certain institutional constraints must be devised to force the 

alignment of the of political survival with public welfare.  The authors argue that the institutional 

structure that renders such alignment feasible is in the form of a Republic (Ibid.).   

While the authors devise a model predicting when leaders will switch to more public 

goods provision relative to private goods and vice versa, their analysis has missed an essential 

good; one that is neither private nor public per se, but has proven to be very effective and opaque 
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transfer mechanism.  An ideal political good, especially for democratic leaders, would be a 

hybrid: a good associated with externalities which are positive for those who are part of the 

winning coalition, and negative for those who are not.  Section 2.5 will shed light on a 

substantial political activity in America that belongs to the grey area between private and public 

goods: regulations.   

 

2.5: Evolutionary bandits:  
       Olson through the lens of Bueno de Mesquita and Smith 
 
As mentioned earlier, there is a crucial deficiency in Olson’s analysis of democracies.   

Imbedded in his analysis the assumption that a democratic polity would act as a unit, like a firm, 

with one superencompassing interest promoting social wealth maximization.   

 Table 1 below summarizes the behavioral incentives of autocratic and democratic leaders, 

according to Olson, under the assumptions of a long or short time-horizon.  Olson addressed the 

change in the incentive structure for autocratic leaders, along with the scope of their interest, as 

the length of their time-horizon changes.  In terms of the matrix shown in Table 1, he addressed 

the horizontal movement between the top cells.  In addition, he addressed transitional economies, 

i.e., economies transitioning from autocratic to democratic governance or vice versa.  Again in 

terms of the matrix below, Olson analyzed a possible vertical movement.  What he did not 

address, however, is the behavioral incentive of democratic politicians to operate with a short 

time-horizon within an institution with a long time-horizon (and thus the reason for the question 

mark in the bottom right cell).  Lacking in Olson’s analysis therefore are two elements: 1) the 

true type of time-horizon under which democracies operate; and 2) analysis of the behavioral 

implications of the horizontal movement between the bottom cells.   
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Type of Polity 

Time Horizon 
 Long Short 

Autocratic 
Stationary Bandit 

(encompassing 
interest)  

Roving Bandit 

(narrow interest) 

Democratic 
Stationary Bandit 

(superencompassing 
interest) 

? 

Table 1:  The Behavioral Incentives in Different Polities 

 Olson’s problem is that his theory imagines a democratic government that is a monolithic 

institution, ruled by only one winning coalition comprised of men who share a long time horizon. 

This implies that the different power players—the party and government officials who may enjoy 

lifetime positions, and the politicians who must fight for office every two, four, or six years—all 

share a common interest.  A quick glance at American democracy, however, provides a sufficient 

counter-example.  Each elected president, senator, congressman, and dogcatcher has a limited 

time-horizon, narrowing their interests. This short-term mentality should sound a warning. 

Revolving door democratic administrations have an incentive to act as roving banditries. They 

are simultaneously vulnerable, and welcoming, to the kind of narrow interests detrimental to 

social prosperity that Olson warned of: special interest groups. 

 Any coalition, whether Democratic or Republican, rotating in office every few years has 

an incentive to maximize its extraction within the short period of time it has power.  The 

tendency of lame duck administrations to churn out batches of “midnight regulations” on the way 

out of office is an example of that narrow interest.  Such rotating administrations only have to 

take into account the narrow interests of the organized factions to which it grants privileges in 

exchange for votes.  
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 It is true that the political structure, the two-party institution and the men who maintain 

that institution, displays some of the characteristics of a stationary bandit.  But given the 

particulars of the American system that lead to a two-party equilibrium, and given that each party 

routinely competes against the other for periodic control of legislative geography, the true 

interest encompassing both parties is in preventing political competition from displacing them. 

Following after immediate electoral victory and long-term political duopoly, lay the concern 

each party has for social wealth maximization.  Instead of one winning coalition able to put an 

end to active competition for long enough to concentrate on long-term goals with a unified vision, 

as in the case of a king, the parties are locked in an eternal death struggle.  They are unable to 

defeat one another decisively because of the voting structure, so defeat can only come in the 

form of usurpation by an upstart third party.  Both parties together have an interest in 

maintaining the two-party structure by blocking competition from third parties.  An old Arabic 

expression runs, “My brother and I against my cousin; my cousin and I against an outsider.”  For 

this reason, candidates for political office show loyalty to their party coalitions on some issues, 

and to their personal electoral coalitions on others, but antipathy always to political outsiders.  

They are stationary bandits when we view them as party members but roving bandits when we 

view them as office holders. In adding democracy to his model Olson mistakenly endowed it 

with autocratic attributes, contaminating his analysis.  

 In Not Invited to the Party, James Bennett explains the power of the two-party structure 

and the prolonged effort by the Democrats and Republicans (the Demopublicans) to control 

access to voting ballots to protect themselves from challenges by third parties (Bennett 2009).  In 

Bennett’s framework, the coalition is the duopoly of the Democratic and the Republican parties, 

and winning refers to the outcome of their battle against third parties.  It follows that the size of 
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this winning coalition must in fact be minimal; two happens to be the magic number: the optimal 

number of parties allowed on the voting ballot (Ibid.).  The encompassing interest in Bennett’s 

framework is the result of the two coalescing parties’ long efforts to control the voting rules and 

ballot access, even at the risk of killing the meaning of the word “democracy.”  

 Friedrich von Hayek mourned the death and posthumous abuse of the word “democracy”.  

According to Hayek, the word “democracy” is the victim of the highest number of deliberate 

manipulations and, as a result, the most public confusion.  The word “democracy” was moved 

from describing the power of public consent over common action, with the implication of 

limiting the abuse of power, to a word prescribing the activities necessary to bend the State to 

the favor of special interest groups.  Hayek warned against this misuse of language, and 

specifically the trading of one definition of democracy for another, as “unlimited democracy may 

well be worse than limited governments of a different kind” (Hayek 1981, 137–139). 

 Unlike Olson, Bueno de Mesquita and Smith free their analysis from opaque labels such 

as “democracies” and “autocracies” (2003; 2011).  They see the essential ratio as the defining 

characteristic of polities.  The prosperity that the people in a polity enjoy is a mere coincidence 

of interest which emerged because the ratio is such that a leaders’ interest in survival is aligned 

with people’s interest in living a prosper life. We need to combine this need for political survival 

with Olson’s banditries to begin to explain the type of behavior we witness in a “democracy,” 

such as the one in the United States.  

 Consider the following matrix describing the advantages and disadvantages of a roving 

versus stationary bandit following the definitions in Olson (2000).  I will show that in a 

democracy such as that of the United States, the environment for political survival selects for the 

worst of both worlds: the advantage of the stationary bandit’s long time horizon (an interest in 
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wealth maximization) is cancelled by the narrow interest of the roving bandit, and the periods of 

recuperation and liberty between the privations of the roving bandit are lost to the permanence of 

the stationary bandit. 

 Roving Bandit Stationary Bandit 

Advantage  Not continuous.  Subjects get periods 
of “freedom” which they can use to 
develop their resources for protection 
from future roving bandits.   

A long time-horizon and thus driven by 
an encompassing (or 
superencompassing depending on 
polity type) interest to take into account 
the adverse effects of their confiscation 
activities.  As a result, forgoes 
maximum confiscation in the short run 
to maximize the present discounted 
value of future confiscations, which is 
achieved by setting a lower tax rate and 
increasing public goods provision.   

Disadvantage  Myopic and driven by narrow interest 
to maximize confiscation and minimize 
expenditure.  A periodic swarm of 
locusts.   

A long time horizon leads to 
institutionalized plunder.  Subjects 
never get a period of “freedom.”  Their 
feathers are constantly being plucked.   

Table 2: The Advantages and Disadvantages of Roving and Stationary Bandits (Olson 

2000) 

 Leaders in the United States provide no exception to the theory provided by Bueno de 

Mesquita and Smith.  They are concerned with political survival and are obligated to bid for 

votes by offering a combination of public and private goods.  The large essential ratio tips the 

balance of expenditures towards more public than private goods.  But a public good is a blunt 

instrument, a clumsy policy tool.  The optimal type of good for a democratic leader would be a 

hybrid between a private and a public good.  More precisely, a private good which can be 

associated with externalities that reward those who are part of the winning coalition, and punish 
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those who are not, all while carrying the veneer of public spiritedness with the opacity to render 

them immune to attack.  This type of good is not a unicorn; in fact, regulations fit the bill.4   

 A certain regulation may act as a private good for those who benefit from its effects, (e.g. 

a new technological requirement which strikes a competitor’s business particularly hard),5  while 

another may act as a public good whose externalities (e.g. cleaner air, or more expensive 

automobiles) can serve as encouragement to join or remain with the current winning coalition.  

On the other hand, those hurt by the regulation, those who suffer the negative externalities such 

as higher prices or diminished opportunity, are encouraged to join a coalition promising to work 

against it.  But as long as the harm from a regulation does not exceed the opportunity cost of 

collective action (either lobby against the regulation or for an offsetting one), the harmed 

individuals will not act to change the status quo (McCormick and Tollison 1981).  Harm in 

excess of the cost to avoid the harm drives victims to defensive action.  Therefore, even though 

regulations possess some of the characteristics of an optimal form of coalition payment, they 

have their drawbacks.  Of course, taxes and public goods come with obvious price tags unlike 

regulations.  However, this is the great advantage of the regulatory transfer mechanism: its very 

nature makes it difficult for all but those directly involved to understand its effects.  It may in 

fact impose costs on some who mistakenly believe they are beneficiaries. 

 Both wings of the Demopublican party cautiously use regulations to transfer wealth to 

members of their coalitions without overly provoking non-members.  What the two wings 
                                                
4 Note that a certain regulation may adversely affect a member of the winning coalition while benefitting a member 
of the losing coalition.  Still, though regulations are not always the optimal good with which to buy votes, they 
possess many of its characteristics, mainly the combination of a private good with positive and negative externalities.     
5 Even though regulations are funded by tax dollars, it is very difficult for any individual, whether he is part of the 
winning coalition or not, to figure out exactly how much of his tax dollars are being allocated to fund a particular 
regulation.  This makes economic calculation very difficult, if not impossible, when evaluating the value of some 
political good.  This leaves us with only a hypothetical demarcation between those who benefit from regulations net 
their taxes and those hurt on top of their taxes.  For more on the characteristics of political goods, see Wagner, 
Richard and Yazigi, Deema. “Competition and Selection in Political Economy,” Social Science Research Network, 
September 30, 2012. http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2154586 
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disagree on is the method of transfer; i.e., they compete on their efficiency of completing the 

transfer.  Consider the following figure in McCormick and Tollison (Ibid.).  

 

Figure 1: Market for Wealth Transfers (McCormick and Tollison 1981, 20) 

 Figure 1 applies the conventional supply and demand framework to demonstrate the 

dynamics of wealth transfer.  While this framework is generally applied to show the benefits 

from voluntary trade, or the waste associated with inhibiting voluntary trade, McCormick and 

Tollison apply to it to coercive transfers.   

There are n individuals in this model, and the number of coalitions, or subsets, is 2n-1 

(because the last member is attempting to free ride).  The model includes demanders, and 

suppliers, of wealth transfers.  The suppliers in this framework are coerced to transfer a dollar of 

their wealth to the demanders of that transfer.  The “payment,” or “price,” that the suppliers 

receive is denominated in opportunity cost, i.e., the dollar amount of resources they would have 

to spend on collective action to block the coercive transfer (Ibid.; Buchanan, Rowley, and 
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Tollison 1987).  Demanders of wealth transfers all bid, and are willing to pay up to one dollar, 

for $1 worth of transfer.  Where they differ is in their collective action costs to lobby for the 

transfer.  Each coalition’s cost is subtracted from $1 and the process is repeated for all coalitions 

to achieve the demand curve (D).  

 McCormick and Tollison separate the costs of collective action—the costs to organize, 

obtain more information, and to overcome the free rider problem—from “the cost of the real 

resources used in [enforcing the transaction]” (Ibid., 19), what they term (f).  The juice is in the 

(f).  On whom this fee or tax falls does not matter and I will assume, as the authors did, that it 

falls fully on the suppliers and shifts the supply curve down to S – f.  This implies that the higher 

the fee, the lower the opportunity cost of collective action to the suppliers.  Raise the fee high 

enough and suppliers will coordinate together to throw the political broker out of office.  The 

politically desired “market clearing” quantity and price occurs at (Q*, P*).  A Coalition whose 

demand price for wealth transfer is below P*- f (i.e., has a high cost of collective action) will 

transfer $1 of its wealth to a coalition whose demand price for wealth transfer is greater than P* 

(i.e., has a low cost of collective action).  A coalition whose demand price falls between P*- f 

and P* are unaffected by the wealth transfer as the cost to the political broker to collect wealth 

from these groups is greater than it is worth.  The shaded area in Figure 3 depicts the resources 

consumed by political brokers to achieve the “market clearing” level of wealth transfers.   

 At any given time there is, loosely defined, an equilibrium in the transfer market.  But 

coalitions within the democratic government are constantly in flux.  Former losers gain power, 

displacing all or part of the coalitions they defeat, while old coalitions changing at the margins, 

created a perennial class of subjects eager to move from net tax-payers to net tax-receivers. They 

have paid the costs of collective action, won the day, and now seek the spoils.  
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But because the layers of coalitions (myriad local, state, and national seats mean that 

multiple coalition membership is common) and the “froth” associated with marginal members 

constantly switching coalitions, it is almost impossible for a politician to satisfy the demand for 

new transfers, or an end to old, without injuring some other members (or potential members) of 

his coalition.  Each party, as a result, attempts to find “unjustified” waste in the enforcement 

process used by its predecessor and competes on minimizing the waste, i.e., shaded area on the 

graph.  The only group hurt in this process, then, is that group which is on its way out to begin 

with: the previous enforcers.  Naturally neither political party desires that the maximum efficient 

transfer (Q*, P*) be achieved in the market voluntarily.  Voluntary action would eliminate the 

opportunity for political rents all together.  So each accuse their counterpart of rent seeking—

which they promise to remedy—and take the involuntary transfer of resources as a given.  

 Regulations are means to transfer resources.  Really, to regulate is to assert a form of 

property right over a resource, or to re-arrange existing property rights, or to create rights in 

previously “un-owned” areas.  In order for property rights to serve their purpose, they must be 

secure.  So in addition to convincing his supporters that his process of transferring wealth will 

produce more pie with less flour, an aspiring leader must convince them that his offer is credible 

and will be secure against future repeal.  Since both the producer and the consumer (the 

politician and the voter) have an interest in making the product (the new bundle of rights 

embodied in the regulation) as valuable as possible, they will shape the institutional structure 

over time to favor adoption and inhibit repeal of new rules.   

While the battles between the factions within the governmental institution (the two 

parties) appear fierce and seem to imply a highly competitive environment, behind the sound and 

fury there is a symbiotic relationship.  The incentive is for new leaders to leave the regulations of 
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previous administrations untouched and instead layer their own.  To set a precedent of repeal 

would foolishly damage the institution and reduce the value of its produce.  

 As a result we see leaders enacting new rules with both their narrow, and the party’s 

encompassing, interest in mind.  They seek to capture power for one term, and maintain it for 

hopefully one more.  With victory, candidates can maximize the sale of their product 

(regulations) to their winning coalition, but do not necessarily have to take into account the 

adverse effects of their policies on the productivity and welfare of the public beyond their 

prospective terms.  Even in times of crisis, the narrow interests of the roving bandits—electoral 

victory and economic plunder—and the true encompassing interest of the stationary bandit—the 

two parties’ continued monopoly of political power—will dominate.  Though the spending levels 

are unsustainable, and the rhetoric reflects a desperate need to stop the bleeding, the parties will 

not be able to pull themselves from the trough.  

 The combination of the roving bandits within the structure of the stationary bandit selects 

for the worst of both worlds.  The permanence of the stationary bandit’s tax and control structure 

removes the only saving grace of living under the regime of roving bandits—that you get periods 

of respite and freedom to grow and protect your wealth.  And the long-term coincidence of 

interests between the subjects and the stationary bandit—i.e., social wealth maximization—is 

never realized due to the shortsightedness of the roving bandits, always concerned with the next 

election.  
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2.6: From Genghis Khan to Mr. President:  
       Connecting the dots while looking outside the box 
 

Leader 
Time 

Horizon Winning Coalitions Type of Olsonian 
Interest 

Alignment of 
Interest 

Inst. Players Number Size 

Genghis Khan  
N/A 

 
Short 

 
One 

 
Small 

 
Narrow 

Between Players 
only 

King Edward 
I 

 
Long 

 
Long 

 
One 

 
Small 

 
Encompassing 

(Inst. & Players) 
& Subjects 

Mr. President   
Long 

 
N/A 

 
One 

Large, 
almost 

all  
Superencompassing Inst. & Players 

are Subjects 

The 
Demopublican 

Party  

 
Long 

 
Short 

Many 
Competing 

Small 
within 
large 

Narrow 
(politicians); 

Encompassing (of 
and by the 

Demopublican 
Party) 

Inst. & Player 
but 

not with Subjects 

Table 3:  Leaders, Institutions, and the Subjects 

 Table 3 applies Olson’s theory to three leaders: Genghis Khan, King Edward I, and an 

idealized American Commander in Chief, Mr. President.  Building on the insights of Bueno de 

Mesquita and Smith, I include a column deducing the number and size of the winning coalition 

(the essential ratio) from Olson’s theory.  Note that Olson does not speak of winning coalitions; 

however, this column is consistent with his theory.  The model developed in this paper does not 

dispute his theory for the first two leaders but does challenge the extension of his model to 

leaders in the American democracy.  The last row in Table 3 outlines the behavior of members of 

the Demopublican Party according to the model developed in this paper.   

Coincidence of interests is the result of the working of the second invisible hand and thus 

is not a product of conscience design.  Coordination of interests, on the other hand, is the product 

of conscience design.  As Olson explains, a roving bandit, such as Genghis Khan, has no interest 

in institutionalizing his plunder, as his time horizon is very short.  Driven by his narrow interest, 
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he maximizes his confiscation in the short run.  He includes only himself and his armed men in 

the winning coalition and so the essential ratio is very small.  Since such roving bandits have no 

interest in becoming stationary they have no interest in the People (those who are subject to his 

100% tax, and thus the de facto subjects).  The roving leader and his armed men coordinate their 

interests, but no coincidence of interest occurs with the subject population.   

 Monarchs, such as King Edward I,6 control a certain territory and thus have an interest in 

institutionalizing their plunder.  The stationary bandit’s long time horizon compels them to forgo 

short-term gains for a long-term stream of profit.  The essential ratio is still small—the King, his 

family, and his knights.  This small group can work together knowing that they can hold these 

positions for life, and they build an institution that aims to be around for generations promoting 

that end.  The King’s interests are coordinated with those of the institution, strategically aligned, 

but only coincidently aligned with those of the subjects.  The subjects do not create or affect the 

institution and thus cannot force alignment of the institution with their interests.  

 Olson’s model breaks down empirically when he extends the stationary bandit model to 

democracies.  For example, the democratic leader, Mr. President, according to Olson, has an 

interest in setting up an institution with a long time horizon that allows the People to maximize 

their productive capacities given the taxation.  Olson does not speak of the time horizon of 

democratic leaders per se as he considers them part of the superencompassing majority.  In other 

words, he envisions that permanent members of the institution, the politicians, and the winning 

coalition are all also subjects; that is, subject to the taxation regime in place.  Therefore, to 

                                                
6 King Edward I was a Plantagenet monarch who ruled England for 35 years (1272-1307).  The Plantagenet Dynasty 
was the longest of all British Dynasties and lasted from 1154 to 1399.  As we can see from the long ruling period of 
King Edward I in particular and the Plantagenet Dynasty in general, that this example may fit the Olsonian 
description of a stationary bandit with an encompassing interest.   
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remain consistent with Olson’s analysis, there is only one winning coalition in a democracy, and 

it comprises a large subset of the population.  

 The model in this paper sounds a warning against this analysis of democracies, 

specifically the American variety.  When the players (Democratic or Republican leaders) rotate 

in office every two to six years, their time horizons are shortened and they act as roving bandits. 

They compete fiercely to capture power, and then to retain it.  But neither party can eliminate the 

other completely. Instead they agree to secure themselves against competition from any third 

party. Individually they display a narrow interest, but together they have an encompassing 

interest in their cartel.  The interests occasionally conflict, but bargains will be struck, because 

ultimately they rely on each other, regardless of the condition of the population.   

 There are many different winning coalitions, many essential ratios in this structure; there 

are many groups lobbying for many regulations within the same term, and their composition 

changes constantly across election cycles.  The long-term interests of the politicians from either 

party are coordinated with the Demopublican Party and unfortunately for We The People, no 

coincidence of interest occurs with them.  The Demopublican Party would rather amputate the 

second invisible hand than allow it to steal a vote.    

 

 

 

 

 

 

 



Draft.  Please do not quote without permission. 
 

 31 

Appendix 

In this appendix, I elaborate on the derivation of the “size principle” as illustrated in Riker 

(1965): “In n-person, zero-sum games, where side-payments are permitted, where players are 

rational, and where they have perfect information, only minimum winning coalitions occur” 

(Ibid., 32).  He defined rationality in the game so that it maintained a rich meaning, neither 

tautological nor utterly unrealistic.  He assumed actors to be boundedly-rational; thus if given the 

choice between being a member of a winning coalition and being a member of a losing coalition, 

actors always choose the former over the latter.  Actors are also assumed to possess perfect 

knowledge regarding their own and others’ payoffs and strategies.  

 He used von Neumann and Morgenstern’s differentiation between a characteristic 

function and an imputation where a characteristic function is the sum of payments to each 

possible coalition in the game, and an imputation is the payment to each player.  The size 

principle can then be proven, as Riker argues, by imposing increasing limitations on the 

characteristic function, the imputation, or both, until one coalition is left.  That coalition which 

remains should be the minimally sized winning coalition.  Theorists had failed to prove the size 

principle because they were obsessed with constraining the imputation and missed the potential 

of simply constraining the characteristic function.  Riker aimed to fill this intellectual void by 

concentrating on the limits imposed on payments to groups—characteristic functions—and 

ignoring the limits imposed on payments to individuals7—the imputations.  In order to arrive at 

the minimax conclusion, Riker broke the characteristic function into three regions: downward 

sloping, horizontal, and upward sloping (Figure 2).  

                                                
7 Riker’s attempt to extend the conclusion of the minimax theorem (originally a two-player game) to an n-person 
game by using sociological, rather than economic, tools hurt the rigor of his proof.   
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Figure 2: (Riker 1965, 43) 

Figure 1 above is an example of the change in total payments to a winning coalition—the 

value of winning coalition—as a function of how many members compose it, where m denotes 

the minimum size of the winning coalition, and k the size of the winning coalition at which its 

value is maximized.  Assuming that ejecting members is costless, when the characteristic 

function exhibits a downward sloping pattern—e.g. the region of the curve when the size is 

greater than k—it pays for members of the winning coalition to eject other members until the 

value of the winning coalition increases to the nearest peak.  If the characteristic function is 

everywhere negative, then only a minimum coalition maximizes the value of victory.  The 

obvious case, when the characteristic function has a constant slope throughout, leads to the same 

conclusion: ejecting members until m is reached is optimal since the largest value can be attained 

by dividing the constant amount by the smallest number of members.  

 The paradoxical case occurs when the characteristic function exhibits an upward sloping 

trend where the maximum value of the coalition occurs at a value other than m, e.g., k in Figure 2.  
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It is obvious that if what matters is maximizing the value to the entire group, then k is the optimal 

group size; as long as the group size is close to k the coalition will expand to reach it.  Riker 

cannot rigorously refute this result but he is satisfied with saying that this result implies one of 

two unrealistic and inconceivable cases: “(a) a smaller majority which is required under the rules 

but which is never arrived at in play and (b) a larger majority which is not mentioned in the rules 

but is invariably arrived at in the play” (Ibid, 45).8 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
                                                
8 This paradox is a direct result of Riker’s decision to concentrate on the payoff to the entire group rather than to 
individuals.  Riker does not consider the ratio of the value of the coalition to the number of members, i.e., the 
increase in payoff per member as another member is ejected from the winning coalition.     
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