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Abstract

Expositions of the theory of public finance mostly presume that taxation is the primary instrument for generating revenues. This presumption, however, is neither historically accurate nor theoretically necessary. Taxation is a feature of a particular arrangement of ownership which is capable of variation. This paper explores some of that variation in a manner that puts taxation into the background of a theory of public finance while bringing the social organization of shared consumption into the foreground. For instance, cities are corporate bodies which can be organized under diverse institutional arrangements, only a subset of which will give scope to taxation rather than pricing through contract. In this respect, there is a deep similarity between cities and such entities as hotels and malls regarding the types of services they supply, along with a difference in structures of ownership and forms of revenue. 
1. INTRODUCTION

Taxation lies at the center of public finance, both in theory and in practice. As a reflection of reality, this is wholly reasonable because taxation currently is the prime instrument by which governments derive revenue. At the same time, however, this central position of taxation is a feature of a particular set of institutional arrangements and is not an inherent quality of the activities that governments undertake. To be sure, Paul Samuelson (1954, 1955) associated governments with the provision of public goods, according to which such goods had the quality that one unit of production could supply n units of consumption. What resulted from this analytical formulation was a rigid disjunction between public and private spheres of human activity. Even if it might be possible to charge people for their consumption, it wouldn’t be desirable according to his interpretation of the Paretian standard because the marginal cost of an added user was zero. Within this analytical framework, taxes and not prices were the welfare-congruent means of financing the provision of public goods. 
This disjunction reflected the Samuelsonian claim that preferences for public goods could not be revealed through choices in response to prices, accompanied by the welfare claim that exclusion through pricing would be Pareto-inefficient in any case. Hence public budgets were the domain of compulsion and not voluntary action, which made taxation the prime instrument of public finance and with pricing being a side show in the theory of public finance. To be sure, compulsion was introduced in benevolent clothing through the fiction of a social welfare function. Whether or not taxes were extracted in some relatively benevolent manner, governmental revenues were derived through acts of imposition and not through contractual processes and institutions. It is, of course, sometimes claimed that the mere existence of the selection of politicians by election qualifies as participation in self governance. This is a purely formalistic claim and not a substantive proposition, as Bertrand de Jouvenal (1961) demonstrates cogently and Vincent Ostrom (1997) explores thoroughly. 
The Samuelsonian framework contributed to the creation of a scheme of thought where political action was subsequent to and orthogonal to market action, and served to finish, complete, or perfect what markets had started but could not complete. This paper pursues a different framework, by returning to basics along the lines of Eusepi and Wagner’s (forthcoming) analysis of states as complex ecologies of enterprises and not as unified enties. It starts by reviewing the cameralist foundations of public finance and extends those foundations to an idealized notion of a city state. This point of departure leads to a comparison and reinterpretation of the long-standing benefit and welfare principles of public finance. This reinterpretation is followed by an assimilation of the theory of public finance to the art of civic association, which is conveyed through a telling of a tale of two Hyatts. From this tale lessons are extracted concerning entrepreneurial politics and the ownership structure of cities. What results is a distinction between collaborative and impositional orientations toward public finance. Within the collaborative orientation, taxation is but a side show in the theory of public finance because the primary analytical effort is directed toward alternative institutional arrangements for facilitating the social organization of shared consumption. 
2. The Cameralist Origins of Public Finance
The origins of public finance as a field of study can be traced to the cameralists, who arose in the 16th century among the German speaking lands and whose main ideas are examined in varying degrees of detail in Small (1909), Dittrich (1974), Tribe (1984), Backhaus and Wagner (1987), Lindenfeld (1997), and Wagner (2012). The central cameralist orientation was that of the prince as a business person who managed his lands and other assets to generate the revenues required to provide services within his principality. It was fees and charges and not taxes that were the primary instruments of public finance within cameralist thought. 
The situation was strikingly different in the mercantilist lands to the west where in those large empires taxation occupied the theoretical foreground. This difference can be seen by comparing the treatment of taxation in Adam Smith, who theorized in the context of the mercantilist regimes, and Johan Heinrich Gottlob von Justi, who theorized from a cameralist orientation. Both set forth maxims for taxation. Smith’s four maxims of taxation have been stated repeatedly in public finance texts since he first articulated them in Smith (1776, pp. 777-79). These are: 

(1) Taxes should be levied in proportion to property, 

(2) Taxes should be certain and not arbitrary, 

(3) A tax should be convenient to pay, and

(4) A tax should be economical to administer, for both the taxpayer and the state.
Justi (1771, pp. 549-65) similarly articulated some maxims for taxation. Two things are particularly notable about Justi’s maxims in comparison to Smith’s. One is that Justi’s maxims go beyond Smith’s maxims in limiting the power to tax by requiring (1) that a tax should never deprive a taxpayer of necessaries or cause him to reduce his capital to pay the tax and (2) a tax should neither harm the welfare of taxpayers nor violate their civil liberties. The other is that for Justi taxation was a secondary source of public finance, in contrast to Smith’s treatment of taxation being the primary source. Smith preceded his presentation of tax maxims with an argument that the state should eliminate its ownership of property and the revenues it derives from use of that property. In Smith’s time states owned lands that could be used to derive revenue from such activities as mining and agriculture. Indeed, Smith comments (1776, p. 682) that the “post-office . . . over and above defraying its own expense, affords in almost all countries a very considerable revenue to the sovereign.” While Smith thought that governments could generate revenues through operating enterprises, he didn’t think they would do well at it, so he recommended that states ideally would rely wholly on taxation. 
In contrast, Justi preceded his discussion of tax maxims with a discussion of why taxation should be a secondary means of public finance, even arguing that ideally the state would not tax at all. This difference between Justi and Smith reflects one of the important orienting principles of the cameralists, namely, that the state acts as a participant within the economic order of society. The cameralist treatment public finance took place within a presumption that the state itself was located inside the economic order and not outside it. Civil society and the state are non-separable and co-emergent, an orientation that is pursued in Wagner (2006, 2007). The cameralist vision was one of a common institutional order that governed all participants within the society, and with the extent of public well-being governed by the quality of the institutional order, and with cameralist scholarship being directed at uncovering the connections between the institutions of governance and the resulting state of well-being within the society.
The cameralist treatment of the state in relation to civil society contrasts both with Smith’s treatment and with various contemporary constructions where state and society are treated as independent from each other. In this contemporary construction, which was present in Smith, the state intervenes into civil society through processes that are orthogonal to the market process. This distinction between the state as participating within the economic order and the state as intervening into the economic order has numerous implications and ramifications, one of which concerns the generation of state revenue. The cameralist ideal, recognizing that practice rarely if ever conforms to ideals, was the state as a productive participant within the economic order. In contrst, the Smithian ideal was the state as an outside force that intervened into the economic order, and to perhaps benevolent effect to the extent it followed the Smithian maxims. It is perhaps worth noting that Richard Goode (1970, p. 34) concluded his review of articles on public finance in the International Encyclopedia of the Social Sciences which was published in 1968 by asserting that “a sophisticated and unified treatment of the economic, political, legal, and administrative elements of public finance is needed. Unification would represent a return to a tradition as old as that of the cameralists, but for modern readers sophistication can be attained only by rethinking old problems and using new techniques. There is much to be done and work for a variety of talents.” This paper seeks to carry forward Goode’s recommendation by pursuing what might be called a post-cameralist orientation toward public finance. 
3. Benefit vs. Welfare Principles of Public Finance: A Reinterpretation
Normative treatments of public finance largely reflect one of two analytical frameworks, the benefit framework and the welfare or ability-to-pay framework , both of which are set forth in Musgrave (1959, pp. 61-115). While these frameworks are usually thought to represent different standards against which taxation can be appraised, the difference in frameworks is far more significant than this. At base, the difference reflects strikingly different foundational presumptions about the relationships among citizens and between citizens and governments. Those differences render these frameworks more antagonistic than complementary. With respect to the preceding comparison of Justi and Smith, the cameralist orientation that Justi represents is congruent with the benefit principle while Smith’s approach to public finance is congruent with the welfare principle. 
The welfare principle received its seminal articulation when Francis Edgeworth (1897) asked what form of taxation a ruler should impose if that ruler wanted to minimize the losses those tax extractions imposed on those from whom the taxes were extracted. The presumed setting was one of benevolent despotism, where a ruler stood apart from society and intervened into it to extract the desired revenues. What qualified the despot as benevolent was Edgeworth’s requirement that the revenue should be raised in a manner that entailed the least sacrifice of utility among ordinary citizens. In this respect, Edgeworth conceived of taxpayers as possessing utility functions whose value rose monotonically with income though at a diminishing rate. In the presence of his presumption of a common utility function that declined with income, Edgeworth concluded that the minimum sacrifice of citizen utility required a steeply progressive tax where the highest income continually was pared down to the next income until the desired amount of revenue had been raised, provided that the severity of this paring down did nothing to reduce the incentive to the recipients to earn that income in the first place. 
In the event the incentive to earn income was reduced, which Edgeworth recognized as likely, reduction in the severity of the degree of progressivity would have been called for. Edgeworth’s initial formulation treated the amount of revenue to be raised as given, and asked how to raise it with the least aggregate sacrifice of individual utilities. This formulation was subsequently converted into a statement of optimal taxation, the main ideas of which are set forth in Mirrlees (1994). In this setting the state is treated as a welfare-seeking entity that taxes people with relatively low marginal utility and transfers the revenues to people with relatively high utility, allowing income to denote utility. 
To be sure, much of this literature offers but modest support for redistributive taxation because of presumptions that the elasticity of substitution between leisure and labor is relatively high. Regardless of presumptions about such elasticities, what is most notable about the welfare principle is its treatment of government as being apart from and acting independently of individual citizens. The welfare principle embraces a two-class model of public finance where societies are comprised of two distinct classes: one class contains those who govern other people by issuing orders and making impositions of taxes and regulations; the other class contains those who are governed by taking orders and bearing impositions of taxation and regulation. While the particular form of despotism is presumed to be benevolent in this literature, one is hard pressed historically to find any despot who has claimed anything else than being benevolent and well-meaning. What is central to the welfare orientation toward public finance in any case is that the task of governance is something that one set of people do to or for the remainder of society, and with that remainder of society being spectators to and not participants in the acts of governance. The welfare principle embraces a relationship of superiority and inferiority, or domination and subordination, with holders of the fiscal philosopher’s key imposing their articulated principles on the remainder of society. There is, in other words, a set of governors who are like shepherds in caring for the flock they govern, as guided by their understanding of the welfare principle. 
The welfare principle can be restated in terms of property rights. The welfare principle grants unlimited scope to government to do what the welfare principle is presumed to require it to do. The welfare principle involves an analytical point of departure where there are no genuine rights of private property which limit governmental activity. To the contrary, private property is a residual category whose domain is determined by what governments choose not to do. In this respect, Murphy and Nagel (2002) argue that there is no sense in seeking to measure the extent to which governments redistribute income and wealth because the state is the rightful owner of all property. Hence there can be no political redistribution of market-earned income because what people receive through market transactions is just what governments have allowed them to keep despite recognition that all property rights are grants from government. Within the welfare principle of public finance and its analytical penumbra, there is no principled limit on the reach of state activity. 
In sharp contrast, the benefit principle reflects a presumption that individual rights of property are prior to the formation of political entities. The benefit principle reflects a presumption that people use their rights of person and property to create governments to better secure and protect those rights. The only communal standard to which individuals are subject is to respect one another’s equal rights of person and property, and this is a standard that is common to all, in contrast to the equity standard’s position as the possession of fiscal philosophers. Under the benefit principle, governments reflect the outcomes of individual use of prior rights of property within a particular institutional and constitutional setting. 
The benefit principle treats states as instruments to promote and facilitate the desires of the individuals who constitute the state. It is a principle that says that state activities should advance the interests and desires of individual citizens in much the same sense as market activities can be said to advance those interests and desires. It is easy enough to conceptualize individual demands for publicly supplied services. A straightforward application of the benefit principle would hold that people should pay to support such a service according to their evaluations of a marginal unit of that service. Figure 1 presents a simple illustration where three people differ in their demands for some publicly supplied service. Under the presumption that the service is equally available to everyone, perhaps as illustrated by a park, people would make different contributions to covering the cost of providing the service. If that service was financed through taxes, the benefit principle would have different prices for different taxpayers, depending on their demands for the public service, as Buchanan (1964) illustrates. This principle thus holds that taxation should have the same qualities as market prices, in that people differing amounts on the service in proportion to their demands for the service, only with people buying differing amounts with market provision and having the same quantity available under public supply. If taxes followed this principle, people would not pay for services they didn’t value, nor would they pay taxes in excess of their valuation of a marginal unit of that state-provided service. In other words, the state would act in the same manner as an ordinary market entity whose ability to attract customers and revenues depended in its ability to provide services that people wanted to buy. 
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The benefit principle rests upon a foundation of mutuality and equality where patterns of economic activity emerge through interaction among people each of whom is exercising his or her equal rights of private property, and with publicly sponsored activities arising out of that same interaction. What makes for a good pattern of taxation within the benefit principle is not something that is specified in advance by a fiscal philosopher but rather is whatever pattern emerges though interaction among the participants within an institutional framework that accommodates equal participation, though such equal participation is by no means guaranteed by democratic processes, as Bertrand de Jouvenal (1961) explains in his treatment of democratic oligarchy. Knut Wicksell made the point well when he noted that “with some very few exceptions the [theory of public finance] seems to have retained the assumptions of its infancy in the seventeenth and eighteenth centuries, when absolute power ruled almost all Europe (1958, p. 82).” Within the Wicksellian orientation, the organization of governance begins with recognition of equality among people with respect to their rights of person and property, with the challenge being to organize processes of governance compatible with such equality and mutuality. 
The benefit principle has often been challenged as being more theoretical than practical. This type of challenge is supportive of the principle but questions its ability to have more than limited relevance for the actual conduct of state activity. This line of criticism suggests that the benefit principle is mostly armchair speculation that is suitable for fiscal philosophers but is incapable of being brought to bear on the institutional arrangements through which collective activity proceeds. The next section will explain why this common claim is wrong, though it is easy to see why the claim has been often advanced. 
In line with the illustration provided by Figure 1, the benefit principle holds that people should contribute to the provision of collectively provided output in proportion to the value they place on that output. Market processes operate according to the benefit principle, as people pay only for what they buy. However strongly someone might support charging for government (Wagner, ed. 1991) in the same manner, problems of free riding will impede any such effort. It is easy to imagine situations that would be plagued by free riding. A city might provide a park and playground, and seek to finance it by asking people to make anonymous donations in support. In this instance, the anonymous donations are thought to correspond to the admission charges that private vendors charge. To be sure, the public park could be fenced and admission charged, but it could then just as easily be a private playground. To maintain the public quality it could not be fenced. In this case, however, the problem of pricing arises. Only there are numerous institutional arrangements through which prices can be charged, only some of which involve free riding. For this reason, free riding is a feature of a particular institutional arrangement and not a feature of the provision of public goods per se. The world presents us with numerous cases where public goods are financed through forms of pricing without fences. What these cases have in common is that shared consumption is organized through an institutional framework that avoids pricing service at points of retail sale. In this respect, hotels and malls illustrate how shared consumption can be financed without taxation through the imaginative use of contractual arrangements that create indirect forms of pricing. 

4. Hotels, Malls, and the Art of Civic Association: A Tale of Two Hyatts
How can the benefit principle be implemented if it is not possible to charge people for their consumption of state-supplied services? This is the question that is commonly posed when it is objected that the benefit principle is more relevant to blackboard exercises than it is to practical application. This objection, however, fails to take into account the many institutional illustrations of how revenues are already derived from the provision of such services. The objection reflects the presumption that public services are financed through spot transactions at the moment of consumption in much the same way that people pay for groceries. 
Reality presents us with numerous instances where revenue is generated from the provision of public services, only the transactions that generate those revenues are not spot transactions where money changes hands at points of sale. To the contrary, the creation of those transactions involve employment of what Lindenfeld (1997) titled “the practical imagination.” Shopping malls and hotels provide a variety of public goods that are equally available to all users of the mall or hotel, but those services are not financed through spot transactions. Instead, those services are incorporated into structured packages of services which is the object of transaction. For instance, malls typically provide parking and security services that are equally available to all users and vendors. Some large malls provide child-care services, and even playground facilities. Some malls also provide things like art exhibits. All of these activities and many similar activities are public goods within the mall, and yet are not priced directly through individual acts of sale, and yet revenues are derived from those services all the same. 
The mall entails the organization of shared or collective consumption through transactions that differ from spot transactions at points of sale. Malls, as well as hotels, illustrate the provision of public goods through networks of transactions that in turn reflect the benefit principle in action. What results is a treatment where the concerns of public finance do not start with taxation but rather start with recognition of the common concerns that are associated with people living together in geographical proximity to one another. Central to that organization is political entrepreneurship in the creation of institutional and organizational forms that will be capable of providing public services in efficient fashion as judged by the individual participants in that collective process. 
To be sure, entrepreneurship is subject to economic calculation, regardless of the institutional framework within which it is undertaken. Hence, the entrepreneurial imagination will be employed less fully as the expected returns from that employment fall. The presence of residual claimacy over the fruits of entrepreneurial action will surely help to concentrate the practical imagination. This happens with hotels and malls, where there is no prospect for taxing patrons. In contrast, politicians are not residual claimants. Yet they are likewise engaged in the provision of publicly available services. The assignment of tax liabilities is a lower cost method to politicians for generating revenues because there are no residuals to capture from successful entrepreneurship. At the same time, however, we should not forget that cities and hotels provide the same types of services, and with the difference between them being “merely institutional” and not something inherent in distinctly different types of activity. The difference between cities and hotels resides primary in their structure of ownership to corporate assets and the cash flows that are generated through employment of those assets. 
Spencer MacCallum (1970) explores the similarities between hotels and cities, and these similarities are worth further consideration. Hotels are financed through prices charged to customers. Those prices, however, are not just for rooms. They cover a package of services whose sale is tied to the purchase of rooms. Someone might pay, say, $200 for a room, but a significant part of that charge would go for the support of various publicly available services. Among those public services are cleaning and security. These services are provided both by hotels and cities. It would be possible to decompose a hotel charge into components as a kind of accounting exercise. Some degree of arbitrariness would be unavoidable in any such exercise in cost accounting, but it would also illustrate the point that the hotel derives revenue from the public services it provides for residents, even if those revenues are collected through single and not multiple points of sale.
With hotels there is a position of genuine residual claimacy. This is not the case with cities. Cities are organized as forms of consumer cooperatives where there is no direct market for ownership. To some degree there is an indirect market for ownership that operates through the market for land. Someone who buys land in a city is buying a tied package of land and some share of ownership of city assets. The nature of that ownership and its value depends on a complex array of institutional features concerning taxation and voting in particular. 
An arrangement where city services were financed by a tax on land value and where voting shares were weighted in one dollar-one vote fashion would resemble corporate voting arrangements. This arrangement would conform to the notion that city activities were of common interest to city residents, or at least largely so. Not all residents of a hotel partake of the exercise facilities a hotel offers. Moreover, in principle a hotel could lower its rate for room rental by transforming the space occupied by exercise facilities into additional rooms. That hotel ownership chooses exercise facilities over additional rooms can be taken reasonably to reflect a corporate judgment that the added revenue generated through the increased demand for rooms that such facilities create exceeds the loss of revenue that results from the conversion of what would otherwise have been guest rooms into an exercise room. 
Residual claimacy creates both an incentive for people to make that judgment accurately and a stronger base of knowledge for making that judgment. If that judgment is made incorrectly, the net income generated by the hotel will fall, reducing the value of ownership shares in the process. The ability to form judgments about the value of alternative services, moreover, is facilitated by open choice and market pricing. Open choice provides direct feedback on entrepreneurial offerings, due to different inferences drawn from observations of rising and declining revenues. Such direct feedback is far more accurate and sensitive than the feedback generated by electoral outcomes, even though elections can be conceived as the formal submission of a take over bid by a new slate of corporate managers (recognizing that take over bids are the crudest of various institutions of corporate control). 
This consideration of the tale of the two Hyatts suggests the significance of ownership arrangements in the organization of the structured living together that arises in cities. The public or private character of the services supplied is of first-order irrelevance, for first-order relevance belongs to the institutional arrangements through which civic association proceeds. In this respect, we should keep in mind that malls often operate with contracts whereby part of the lease price to individual vendors is set as a percentage of the vendor’s sales. On the surface, this looks like a retail sales tax. It would well be called a “mall tax,” but it is truly a price and not a tax because it arises through a transaction between the owner of a mall and a potential vendor in that mall. Hence the distinction comes down to one of whether the institutional arrangements of civic association promote relationships of equality and mutuality or of superiority and domination. The owner of a mall suggests a rental fee that includes a revenue yield from public services, but vendors are able to accept or refuse, or even negotiate. And both do so in a world of open possibilities. Cities differ from hotels and malls not in the character of their services but in the relatively closed character of their institutional arrangements. 

5. Entrepreneurial Politics and Public Pricing
The ownership arrangements that pertain to cities take on particular significance in light of Jane Jacobs’s (1984) claim that the wealth of nations is generated in bottom up fashion from the wealth of the cities that comprise the nation. According to Jacobs, the wealth of nations follows the causal schema local wealth ( national wealth. This formulation, of course, runs contrary to the top down character of orthodox theorizing, whereby the wealth of cities is a by-product of the wealth of nations. The top-down, hierarchical formulation is perhaps understandably agreeable to people who occupy national-level political offices, for it locates them as the pivotal figures in guiding the wealth of the nation. Within Jacobs’s analytical alternative, national-level political figures are replaced in significance by local-level actions of entrepreneurial types. In this case, leadership in the generation of national prosperity resides at the local and not the national level. 
Jacobs’s treatment is reminiscent of Leonard Read’s (1958) examination of the ability of pencils to be produced within a society even though no one member of that society could develop a full plan for the production of pencils. The production of pencils requires interaction among numerous people in geographically dispersed locations, and with those interactions extending across many years. For instance, the wood from which the pencils were made came from trees planted perhaps 20 years ago; the iron from which the saw blade was made might have been mined five years ago; and the mining of that iron involved machinery that had to be fabricated many years earlier, and with that fabrication involving the use of iron that was mined even earlier. What comes out of Read’s analysis is recognition that the ability to produce pencils, or anything else, is a product of a dense nexus of economic relationships in which each participant knows quite a bit about a few specialized matters and little to nothing about many other matters that are also relevant to the production of pencils. 
What is of particular relevance is the institutional framework within which people choose their economic activities. All economic activities have the characteristic that choices are made today to undertake activities the results of which won’t be revealed until some future moment. Entrepreneurship is the activity of getting people to participate in an enterprise in advance of the determination of the value of what has been produced. Residual claimacy through private property accommodates such entrepreneurial activity. Such activity promotes the generation of wealth within cities which, in turn, facilitates the wealth of nations. 
It should not be thought, however, that simply to call a source of revenue by the name “fee” or “charge” is to incorporate principles of contracting and pricing into the actions of governments. There are two forms of public pricing, as several of the essays in Wagner (1991) explore. One form is genuine pricing, which operates equivalently to the financing of public services in malls and hotels. The other form is a type of faux-pricing that is really a form of tax. The generation of revenue from what have been called fees and charges is a significantly growing feature of local finance in recent years. A good number of these fees involve cities imposing charges on utility companies for use of city-owned rights of way. 
To some extent words can be defined however a user chooses to define them. In this respect, there are two sets of circumstances that generally correspond to notions of prices, charges, and fees. The distinction between these subsets is largely a matter of whether the charge is a product of some agreement among participants or whether it is a unilateral imposition by one side of a relationship. Return again to what above was described as a “mall tax” to cover a form of mall lease where part of the rent was expressed as a percentage of retail sales. What is it that makes this “mall tax” truly a form of pricing and not a tax? The answer resides in the transactional nexus in which the participants agreed to this particular pricing arrangement. The key difference resides in the institutional arrangements through which the charge or fee originates. If the charge arises through choices by participants it would be a genuine fee or price. But if it arises through imposition, it would be a tax regardless of the name that is attached to it.
6. Conclusion: Public Finance without Taxation?
Taxation has long been thought to be the prime instrument for generating revenue to support collective activity, and appropriately so in light of so-called free rider problems thought to be associated with efforts to price public goods through spot transactions. The market failure arguments that have arisen in this setting, however, have identified the wrong source of failure. If there is any source of failure, it lies in the failures of economists to stretch their imaginative faculties beyond the domain of ordinary spot transactions at some point of service. To be sure, this failure is perhaps understandable as an instance of the rational economics of creating economic theories. Governments have instruments of compulsion available to them that ordinary people lack. Governments thus have the ability to collect revenues without having to elicit support from those from whom they derive those revenues. It is simply cheaper to take revenue than to earn it, provided the taker is on the side of preponderant power. 
Hence there is a form of prudence which recognizes that states that have the power to impose taxes will do so, so why not accommodate theories to that reality rather than pursuing the negative tack of speaking truth to power (Wildavsky 1979). There is much to be said for pursuing this pragmatic point of view, yet it leaves in unsatisfactory condition some important matters of civic association. While the pragmatics of power tells us that power will make impositions and attempt subsequently to engage in what Pareto (1935) described as rationalizing derivations that have the potential for inducing people to support what under alternative circumstances they might not have supported. We can, after all, see clearly that the world presents us with numerous instances where public goods are provided through forms of market-like transactions. What is common to these instances is that those public goods are financed through institutional arrangements that deviate from spot transactions at points of sale, and rather are folded into more complex institutional arrangements. 
An entrepreneurially-based city provides several options for public finance without taxation, as several of the essays in Beito, Gordon, and Tabarrok (2002) explore. Many of these options resemble taxes but they are not taxes because the revenues generated through contractual relationships and activities. Something like the benefit principle of public finance has substantive relevance for cities. One form that relevance takes is an expanded use of fees and charges. To be sure, the institutional framework within which charges and fees might be implemented is of great significance. The entrepreneurial vision requires that those charges and fees emerge through contractual relationships, as against being imposed unilaterally. To the extent the institutional framework of local governance reflects reflect efforts to secure mutual gain, in contrast to efforts to impose the will of some on the balance sheets of others, charges and fees can become public sector equivalents of market prices.
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