
Theme: Logic of collective action 
· if all individuals refrained from doing X ( every individual as a member of the community would derive a certain advantage. 

· if all individuals less one continue doing X ( community loss is slight, while the one individual would make a personal gain far greater than the loss that he incurs as a member of the community.

LOGIC OF COLLECTIVE ACTION
If a person is narrowly self-interested, he would not refrain from doing A. He would refrain from doing A ONLY if his doing A would aversely affect the behavior of enough others to reduce his advantage from communal refraining more than his cost of refraining.

    assumption ( individuals are motivated by self-interest (narrow rationality)

OLSON’S LOGIC OF COLLECTIVE ACTION




Privileged group: if for some i,   Ai > 0  (group will succeed)
Latent group: if for all i,   Ai < 0  (group will fail unless other incentives are available to induce contributions)
· large groups are mostly latent, small groups are mostly privileged.
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PRISONER’S DILEMMA




· dominant strategy is defection.
· outcome is individually rational  but collectively deficient !

Free-rider problem: people will always choose to free-ride.. (see above)
By-product theory: large groups obtain contributions by providing goods not central to group mission
· many groups provide their collective goods as by-products of organization based on selective (private good!) incentives: unions benefit from union shop rules that compel workers to pay dues; professional associations depend on journals or low-cost group insurance, investment counseling etc.

Political entrepreneurship: groups can come into being through the work of political entrepreneurs
1. a political entrepreneur might recognize that members of an unorganized group might be inclined to vote for candidates who seek to provide the group some collective benefit
2. a political entrepreneur might found an organization and seek collective benefits for its members due to his own interest – his own career will be enhanced by the size/propensity of the organization
PUBLIC GOODS AND COLLECTIVE ACTION

Two characteristics of public goods:

1. jointness of supply: one person’s consumption of the good does not reduce the amount available to anyone else

2. impossibility of exclusion: it is impossible to prevent relevant people from consuming it.

(Private goods: total consumption = sum of individual consumptions; Public goods: consumption = same for every individual)
( we shouldn’t get sidetracked distinguishing the pureness of public goods. Goods of a group need to be collective only in the sense that they are collectively provided

* Olson’s analysis of collective action depends on impossibility of exclusion, not on jointness. 
* Public goods in the problem of collective action? The costliness (impossibility of exclusion) from consumption of a collectively provided good commonly eliminates any incentive for individual consumers to pay for the good.
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Ai  =   Vi –   C








 if both cooperate ( payoff of 1 each





 if both defect ( payoff of 0 each





 if one  cooperates and one defects ( cooperator -1, defector +3





(all players choose dominant strategy)





(isn't pareto-optimal: there is at least one other outcome where all players would be better-off.)





“Individual Actions and Collective Consequences”





Why are large groups mostly latent?


tend to be anonymous: can’t precisely define membership


it’s improbable any individual is pivotal


enforcement is problematic








Why are small groups mostly privileged?


members are more susceptible to persuasion


higher possibility that the individual is pivotal


they often iterate








