
ing commission, but mistakenly classi-
fy it as a dele gat ion of le g i s lat ive
power. It is not. Although the making
of rules for the regulation and taxation
of private persons is a legislative func-
tion assigned exclusively to Congress
under Article I of the Constitution, the
management of federal property is left
to the more open-ended Article IV, and
under Article II the executive has con-
s iderable di s c ret ion in the ma nage-
ment of the armed forces.
• They see efficiency in leaving the
re g u lat ion of airl i ne safety to the
experts at the Federal Aviation Admin-
i st rat ion (faa), but Cong ress cou ld
make use of that expertise and still
ta ke di re ct resp on s i bil i ty for airl i ne
safety. One way would to requir e faa
to require the use of “best practices,”
emulating the subsection of the Clean
Air Act that sets emissions standards

at the twelfth percentile of cleanliness
in each industry. Another way would
be to require Congress to enact pro-
p osed re g u lat ion s. Or the agency
could be allowed to choose between
b est pract ic es and cong ress iona l
enactment.

We shou ld not be indif ferent to
Cong ress’s choice among the ma ny
con st i tut ional ways to dele gate. Rea l
con se quenc es flow from agenda- set-
t i ng dev ic es, such as fast- t rack trade le g-
i s lat ion and the base- clos i ng com m i s-
s ion, and from mic roma nagement. That
is why Epstein and O’Ha l lora n’ s
des c ript ion is so va l uable, even thoug h
it do es not des c ribe dele gat ion in the
con st i tut ional sen se.

Power vs. Responsibility Fi na l ly, Epstei n
a nd O’Ha l loran get the cri t ics of dele ga-

t ion wrong when they have us say i ng
t hat dele gat ion is bad because Cong ress
ab dicates power (p. 237). Cong ress
do es not ab dicate power, or at least not
much. It has a hu nd red ways to ke ep
some grip on agencies. What Cong ress
ab dicates is not power but resp on s i bil-
i ty. That is why the quest ion of dele ga-
t ion shou ld be a quest ion for the cou rt s
as well as the pol i t icia n s. 

C O N C LUSION 

my critici sms fo cus on only a few
pages of a long and splendid book.
When Epstein and O’Ha l loran apply
t heir con s iderable ta lents to incorp o-
rate bla mes h ift i ng into their mo del and
gear it to dele gat ion in a con st i tut iona l
sen se — as I hope they do — we will all be
in a bet ter pos i t ion to understa nd the
t rue ef fe cts of Cong ress’s ab dicat ion of
its con st i tut ional resp on s i bil i ty. ■
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t heir con s u mpt ion appropriately. As
a res u l t, set t lement pat terns wil l
b e come more den se, hig h way conges-
t ion will be re d uc e d, sol id waste will no
longer clog la nd f il l s, and demo c racy
w ill become more vibra nt as ci t izen s
hold ele cted of f icials ac cou ntable and
ele cted of f icials resp ond qu ic kly to ci t-
izen s’ dema nd s. 

The prose is enterta i n i ng and
bre ez y, albeit with an edge of indig na-
t ion ab out the cu rrent system of prop-
erty ta xes. Pa lda likens the lo cal prop-
erty tax to a “ri ng of inv i s i bil i ty” for
p ol i t icians because it prote cts them
from di re ct ac cou ntabil i ty for the qua l-
i ty of lo cal publ ic serv ic es. The wea l t h
( “honey”) res u l t i ng from the high pro-
d uct iv i ty of ci t ies at t racts “b e eke ep ers”
t hat ca re for and inc rease the wea l t h
but also “b ea rs” that pl u nder it. And
prov idi ng general serv ic es without

i mp os i ng user fe es plac es “p ea rls before
sw i ne.” Pa lda even go es so far as to cri t-
icize the computer ga me SimCi ty
b e cause it do es not give the player the
opt ion of col le ct i ng user fe es !

THE AUTHOR’S SELECTIVITY

the bo ok makes me grateful for
p e er- rev iewed academ ic jou rna l s.
A l t hough the cost of peer rev iew is that
it often limits adva nc es in knowle dge to
t i ny inc rement s, the benefit is that
aut hors must confront aw kward fact s
a nd cou nterva il i ng the oret ical arg u-
ment s. The aut hor of this book is
ext remely sele ct ive ab out both the the-
ory and the facts that he cho oses to pre-
sent. The net ef fe ct is to de c eive the
reader ab out the true benefits and cost s
of his prop osed reform s.

I too am a fan of user fe es, but ig nor-
i ng arg u ments aga i n st user fe es do es not
ma ke those arg u ments go away. It is wel l
k now n, for exa mple, that Seat t le
i mp osed la rge user fe es on ga rb age col-
le ct ion in the 1980s. In his di s cuss ion of
t he ef fe cts of those fe es (pp. 74-75), Pa lda
never ment ions the “Seat t le stomp,”
wh ich re d uced the vol u me of ga rb age
col le cted by inc reas i ng its den s i ty. Pe ople
w ill react to user fe es by cha ng i ng thei r
b ehav ior, somet i mes in ways unwa nte d

T
his short bo ok can be sum-
ma rized brief ly: User fe es are
go o d, ta xes are bad. Cou nt ry
cl ubs are go o d, subu rbs are bad.
Den se is go o d, spread out is

b ad. And everyone who lives in the sub-
u rbs works dow ntow n.

The thesis is that by imp os i ng user
fe es on mu n icipal serv ic es, ci t izen s
w ill see the true cost of their dema nd s
on the ci ty and will therefore ad just
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by the advo cates of user fe es.
I will di s cuss below these five key

errors in Pa lda’s ana lys i s: (1) He
ass u mes impl ici t ly that all subu rb a n
res idents work dow ntow n, wh ich is
i ncon s i stent with the facts ab out met-
rop ol i tan st ructu re. (2) Even if every-
one did work dow ntow n, he arg ues
i ncorre ct ly that subu rban res ident s
a re people with a lower va l ue for time.
(3) He ass u mes impl ici t ly that the
prop erty tax is not in pa rt a user fee for
serv ic es and that all zon i ng is inef f i-
cient, wh ich runs cou nter to a long
a nd powerful st ream of resea r ch. (4)
He do es not add ress the dif f icult ques-
t ion of how to implement his pro-
p osed reform s. (5) He ne g le cts imp or-
ta nt ex i st i ng sou r c es of comp et i t ion
for lo cal govern ment s.

WHERE PEOPLE WORK

the as sumption that people from
t he subu rbs work dow ntown refle cts a
pictu re of met rop ol i tan areas ca l led the
mono c ent ric ci ty mo del, wh ich was a
reasonably good des c ript ion of most
met rop ol i tan areas as re c ent ly as 1950.
Unfortu nately for Pa lda,
t he world has cha nge d
s i nce 1950. The dom i na nt
t he oret ical mo del to day is
ca l led the polyc ent ric ci ty
mo del, wh ich re cog n izes
t he growth and imp or-
ta nce of employ ment cen-
ters (“edge ci t ies”) out s ide
t he old dow ntown and
c ent ral ci ty.

Of cou rse, if edge ci t ies were con-
fined to a few isolated and wel l- k now n
i n sta nc es of urban sprawl, such as Los
A ngeles and Houston, then there wou ld
be less to worry ab out. However, Alex
A nas, Richard Arnot t, and Ken net h
S ma l l, in “Urban Spat ial St ructu re” (Jo u r-
nal of Econom ic Li teratu re 36 [1998]: 1426),
s u m ma rize a grow i ng amou nt of
resea r ch indicat i ng that polyc ent rici ty
is the norm to day. In fact, we se em to be
mov i ng beyond polyc ent rici ty. Anas et
a l. find that less than 50 per c ent of tota l
employ ment in a typical met rop ol i ta n
a rea is conc ent rated in employ ment
c enters, the rest bei ng dif fused throug h-
out the met rop ol i tan area. Resea r chers
have fou nd that on ly 10 to 15 per c ent of

total met rop ol i tan employ ment is in
t he dow ntown of the cent ral ci ty in the
met rop ol i tan area. Pa lda fo cuses his
at tent ion on the problem of subu rb a n
com muters us i ng dow ntown publ ic
serv ic es without pay i ng for them. That
is not the main problem in a typica l
met rop ol i tan area to day.

HOW PEOPLE COMMUTE

let us turn now to palda’s analy-
sis of com mut i ng. That ana lysis is a
p erfe ct exa mple of how he ta kes an
a rg u ment that is a l most corre ct and
uses it in a misleadi ng way. He cor-
re ct ly poi nts out that the main cost of
com mut i ng is the time it ta kes. And
he corre ct ly poi nts out that the opp or-
tu n i ty cost of time is hig her for hig h-
i ncome people than low- i ncome peo-
ple, because an hour of work will bu y
more goods for hig h- i ncome people
t han for low- i ncome people. But then
lo ok at what he concl udes (p. 29): “Pe o-
ple who have high time- costs will try to
l ive near their place of work, holdi ng all
el se con sta nt. Ci t izens with a low va l ue
on their time will not mind sp endi ng

two hou rs a day in their ca rs. They lose
less con s u mpt ion than the rich do
from traf f ic ja m s. These are the sub-
u rb a n i tes.” Wow! And all this time I
t hought wea l t h ier people were liv i ng in
t he subu rbs.

Where do es Pa lda go wrong? Fi rst,
he ne g le cts the poss i bil i ty that people
who work in the subu rbs cou ld live
closer to their jobs by mov i ng to the
s ubu rbs.

Se cond, he ne g le cts the fact that
com mut i ng di sta nce and com mut i ng
t i me are not perfe ct ly correlate d. In the
past 40 yea rs, average com mut i ng di s-
ta nc es have inc reased substa nt ia l ly
wh ile average com mut i ng times have
not cha nged much. Why? Pa rt ly
b e cause of the divers ion of ca rs away

from congested routes leadi ng to dow n-
town and toward (st ill congeste d, but
less so) routes leadi ng to subu rb a n
employ ment centers.

Th i r d, he ne g le cts the fact that com-
mut i ng costs are not the sole determ i-
na nt of lo cat ion de ci s ion s. In the mono-
c ent ric ci ty mo del, households are
ass u med to trade lower hous i ng cost s
for inc reased com mut i ng costs as they
move fa rt her from dow ntow n. If hig h-
i ncome people wa nt to con s u me a lot of
hous i ng, it is perfe ct ly con s i stent for
t hem to incur high com mut i ng cost s
even in the outdated the oret ical mo del
t hat Pa lda impl ici t ly uses.

NO PANACEA IN USER FEES

palda prai ses country clubs because
t hey are comp osed of similar people
with similar interests who have chosen
to join toget her. He cont rasts them with
lo cal govern ments that are comp osed of
ci t izens who are try i ng to ex ploit and
fre eload on one anot her.

However, his des c ript ion of a cou n-
t ry cl ub is cong ruent with the dom i na nt
e conom ic the ory of lo cal govern ment s.

That theory, known as the
T ieb out mo del after the
e conom i st who first pro-
p osed it in 1956, arg ues
t hat people will “vote with
their feet” and choose the
s ubu rb that of fers the
combination of taxes and
serv ic es that best fits a
household’s preferenc es.

T ieb out’s orig i nal arg u ment was cri t i-
cized because people thought that
prop erty tax fina nce wou ld ma ke it
p oss i ble for households to fre eload by
bu ildi ng a low- va l ue house in a des i r-
able subu rban lo cat ion. In the ea rly
1 9 7 0 s, Bruce Ha m il ton demon st rate d
t hat zon i ng cou ld remove the poss i bil-
i ty of fre eloadi ng and that the prop er-
ty tax cou ld be viewed as essent ia l ly a
( gasp!) user fe e.

One of the most imp orta nt lines of
resea r ch in urban and lo cal govern-
ment econom ics is understa ndi ng the
extent to wh ich the Tieb out- Ha m il-
ton approach appl ies to real situat ion s.
But Pa lda do es not cho ose to add ress
it at all. Instead, he says that prop erty
ta xes are bad, that zon i ng is bad, and

Suburbs and private governments

(homeowner associations) provide a good

deal of competition for each other.



t hat cou nt ry cl ubs are go o d. But to the
extent that Tieb out and Ha m il ton are
rig h t, prop erty ta xes are go o d, zon-
i ng is go o d, and subu rbs are essen-
t ia l ly cou nt ry cl ubs.

PROBLEMS OF 

I M P L E M E N TAT I O N

advo cates of government inter-
vent ion in ma rkets often ci te “ma rket
fa il u re” as a just ificat ion for intervent ion.
Ma rket fa il u re do es not refer ne c essa r-
ily to the fa il u re of ma rkets to ex i st, but
rat her to the fa il u re of ma rkets to for c e
p e ople to face the full costs and benefit s
of their act ion s.

Pa lda advo cates ma rket interven-
t ion in govern ment act iv i t ies to reme dy
t he fa il u re of govern ment ta xes to for c e
p e ople to face the full costs and benefit s
of their act iv i t ies. He corre ct ly notes
t hat some govern ment serv ic es incl ude
an element of natu ral monop oly; in
ot her wor d s, there are de c reas i ng aver-
age costs of serv i ng la rger nu m b ers of
p e ople. Therefore, in his view, the most
ef f icient way to prov ide such serv ic es is
t h rough a monop oly. But monop oly is
one of the class ic typ es of ma rket fa il u re,
a nd so there must be some means of
rest ra i n i ng the natu ral incl i nat ions of a
private monop ol i st to inc rease pric es
at the ex p en se of those customers who
lack alternat ives.

Pa lda’s prop osal is to re g u la rly auc-
t ion the right to prov ide monop oly
serv ic es to the lowest bidder. The idea
is that a compa ny will of fer its serv ic es
at their true cost rat her than at the
i nf lated price a monop ol i st wou ld
cha rge. The idea is not new, but its
i mplementat ion is not a triv ial prob-
lem. I will let Pa lda des c ribe the prob-
lem (p. 43): “The trick is in set t i ng the
length of the fra nch i se. Ma ke it to o
brief and con s u mers will not have the
t i me to judge the qua l i ty of the ser-
v ic es. Ma ke it too long and you prote ct
t he bidder from rivals who have di s-
covered ways of prov idi ng the serv ic e
at lower cost.” I ag re e. However, he
do es not give any indicat ion of how
one wou ld go ab out determ i n i ng the
right length of fra nch i se. Fu rt her, it is
reasonable to quest ion whet her ex i st-
i ng lo cal govern ments (whose de ci-
s ions are cri t icized throug hout the

b o ok) can be trusted to solve such a
t ric ky ad m i n i st rat ive problem. 

COMPETITION AMONG LO C A L

G O V E R N M E N T S

while we are on the subject of 
comp et i t ion and monop oly, let me
retu rn to the iss ue of how to eva l uate
s ubu rbs. Pa lda arg ues that govern ment s
a re monop oly prov iders of publ ic ser-
v ic es. The Tieb out- Ha m il ton mo del of
s ubu rbs arg ues that subu rbs prov ide a
g reat deal of comp et i t ion for each ot her.
A nd there is anot her imp orta nt sou r c e
of comp et i t ion for lo cal govern-
ment s — private govern ment s, in the
form of home ow ner asso ciat ion s. By
some est i mates, there are more tha n
tw ice as ma ny private govern ments in
t he Un i ted States as there are lo cal gov-
ern ment s, and the nu m b er of private
govern ments inc reases da ily. The com-
p et i t ion prov ided by private govern-
ments shou ld be an imp orta nt factor
in eva l uat i ng the ef ficiency of lo cal gov-
ern ment s; it is di sapp oi nt i ng that Pa lda
completely ig nores their ex i stenc e.

OTHER PROBLEMS

I will conclude with a few minor
com ments ab out the sty le of the ana ly-
s i s. It is very dif ficult to convey te ch n i-
cal arg u ments in a clear way to a genera l
audienc e. One temptat ion is to hide the
te ch n ical arg u ments and present on ly
t he concl us ion s. But concl us ions are
ra rely clear cut; they dep end, rat her, on
t he sp e cif ic situat ion to wh ich the
a na lysis is appl ie d.

In that re ga r d, the absence of sys-
temat ic coverage of the vol u m i nous
resea r ch literatu re on urban and lo ca l
govern ment econom ics is troubl i ng. I
have already noted some serious lacu-
nae. Pa lda do es ci te some work s, but
leans ext remely heav ily on a few art i-
cles that are sy mpat het ic with his con-
cl us ion s. 

A minor but tel l i ng poi nt is the
s loppi ness in referri ng to two gia nts in
t he field, Wil l iam Vic k rey and Edw i n
Mil l s. Vic k rey pro d uced ca reful ana ly-
sis of the benefits and costs of imp os i ng
user fe es on roads in the late 1950s and
ea rly 1960s. Unfortu nately, his na me is
sp el led “Vic kerey” throug hout the text.
A nd Edwin Mills wou ld be surpri se d

to lea rn that he has cha nged his na me to
“Den i s” (p. 114). 

He wou ld be more surpri sed to di s-
cover that his resea r ch findi ng that zon-
i ng do es not se em to af fe ct the va l ue
of la nd has on ly one interpretat ion,
rat her than the two interpretat ions he
actually s uggest s. Pa lda ci tes the inter-
pretat ion that zon i ng has limited ef fe ct s
to supp ort his claim that externa l i t ies
a re minimal and, therefore, zon i ng is
u n ne c essa ry. But Mills gives anot her
i nterpretat ion, na mely, that observe d
externa l i t ies are minimal because zon-
i ng is ef fe ct ive. This sort of biase d
rep ort i ng of wel l- k nown resea r ch
results is not the right way to adva nc e
t he deb ate on urban pol icy. ■

A Reply from the Author of
Home on the Urban Range 
We received Professor Pa lda’s reply to Profes-
sor Boga rt’s rev iew in time to pri nt it in this
i ss ue of Re g u lat ion. For our re aders’ conve-
n ience, we pri nt the reply here rat her tha n
with the ot her let ters in “For the Record.”

When I read a book rev iew I always
lo ok for enterta i n ment in the ji b es and
s la nts of the rev iewer. And I also lo ok for
a sy nops i s. Be cause Professor Boga rt has
not prov ided a sy nops i s, at least not of the
b o ok I wrote, I will sta rt with one. 

W H AT I WROTE, IN BRIEF

cities are engines of wealth cre-
at ion. Any such treas u re will at t ract
pre dators. In the ci ty, pre dator and prey
a re genera l ly the sa me creatu re. To pa ra-
ph rase Bast iat, in the ci ty everyone tries
to live at everyone el se’s ex p en se. On
t he con s u mpt ion side we see yuppies
s ippi ng their cappuc ci no and ridi ng
publ ic transit at subs idies that can come
to $30 a ride, subu rb a n i tes bu ildi ng
t heir homes along ex pressways bu ilt in
pa rt with ta xes on dow ntown ci ty
dwel lers, and the ow ners of vast law n s
spri n kl i ng them with tax money
s iphoned from apa rt ment dwel lers.

On the production side, unions of
ci ty employe es establish innovat ion-
st ifli ng monop ol ies over tra n s i t, ga rb age
collection, and water and sewage, an d
t hey use the mus cle of the state to ext ract
t he high prop erty ta xes and fe deral sub-


