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Abstract: We defi






these.
Recall that a (pure) public good is a commodity that can be consumed



taken approaches in a similar spirit, with individuals paying shares of costs
rather than per unit prices, include Kaneko (1977a,b) and Mas-Colell and
Silvestre (1989,1991).

In the current paper, we study local public good economies (or, in other
words, economies with clubs). The defining features of a local public good



to live in specific neighborhoods based, at least in part, on the quality of the
public school (i.e., the level of local public good provision) and the property



vide an axiomatic characterization of the share equilibrium.®



condominium home-owners association, some subset of owners may choose
not to attend, knowing that they will still have to pay their shares of the
costs of the association. These owners become non-decision makers, taking
their shares of the condominium fees as given and relinquishing the power to
decide on all matters e ecting the association to the attendees.

Formally, a local public good economy is a list



To illustrate the cost function and its interpretation, let n be the set of
condominium owners in a building and let d be the set of owners who attend
a particular meeting of the condominium home-owners association. In our
terminology, the owners in N\d become non-decision makers. However, not
attending the meeting does not absolve the absent owners from paying their
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4  Share equilibrium and the core

In this section we explore relations between share equilibria and the core of
a local public good economy.
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We distinguish between §5(°[t) = 0 and 8p(°[t) ™ 0.
Suppose 8o ("
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5 Existence of a share equilibrium

We have defined share equilibrium because we are interested in extending the
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players in Nn\r
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of decision makers[ r & >, and let (s[(X[y[P)) 5 RP® x c(n(e)). The
reduced economy of e with respect to r and (s[ (X[ y[P)) is the economy in
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not influence the final outcome of the process. The consistency property is
defined using reduced economies. A solution > on E is consistent (CONS) if
it satisfies the following condition.

If e SE, (S[(X[Y[P)) 5 >(e
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forall® 5 R,
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one decision-making player € = hn[{&}; ()i ~n: ()i ~;: 8gipi 5 E[ it holds
that

>@) ={Ci[XIy[P) | i ™0, 8 (Crimlp (®)) +
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Theorem 3 shows that consistency, converse consistency, and one-person
rationality characterize the share equilibrium.

Theorem 3. The share equilibrium is the unique solution on E that satisfies
one-person rationality, consistency, and converse consistency.

Proof. In Lemmas 1 and 2 we proved that the share equilibrium satisfies
CONS and COCONS. To show that the share equilibrium satisfies OPR, let

e=m{ECiin jin

{i}
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