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Abstract

The fight against poverty is made by transfers use@rious ways and of both private and
public origin. Knowing its possibilities and chongithe right policies require, first of all,
understanding the possible reasons and motivdgeeéttransfers and their consequences. For
instance, private contributions to the universdljgugood of the poor’s welfare are not
crowded out by fiscal transfers as they shoultefytwere simple individual altruistic
decisions. The various a priori possible explamati@eveal a number of surprising
impossibilities, contradictions, paradoxes and psZl'he main remaining possible
explanations are based on particular non-individtialrationalities.

Some motives for giving are in the family of relaty direct preferences about gifts or
contributions. They are aroused by the sacrifichemresponsibility; held by the givers or by
other people; justified by altruism, other reasams)o real reason; with a public policy
respecting immoral sentiments or not; and possililly tax rebates, subsidies or matching
grants. These motives entail various unexpectedemprences, but the most problematic
result is that the very large number of people tendhply that a gift is not crowded out only
in the counterfactual situation in which almostradh-poor think that the poor have enough.

Other motives are based on reasons for helpipgtative reciprocity, or for
cooperating in lateral reciprocity (matching), “Kem” conducts and social contracts. This
social-moral cooperation obtains in particular bjdwing consistent rules of fair

contribution that induce efficiency.
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[. ISSUES AND FRAMEWORK

.1 An overview

Fighting painful poverty is probably the main econoissue, a foremost duty of societies,
and the most valuable use of their income. Undedstg this question, however, meets a fair
number of puzzles, paradoxes, contradictions apoasibilities which are both a main cause
of failures and important and perplexing scientifiallenges. Formation, equipment and aid
are financed by transfers which, first of all, slabloe obtained. Since everybody prefers the
suffering poor to be better off, this is a univégsablic good (some aid some poor with the
understanding that others aid other pdéfhese transfers are both by free individual pevat
gifts and forced public taxes. However, from trenstard theory of public goods,

1) such a fiscal transfer from an altruistic gieannot transfer wealth because the giver reacts
by reducing her gift by the same amount; henceiaai it cannot be explained or chosen,

2) nevertheless, everybody can be made betteryaftibh fiscal transfers that fully crowd out
(almost) all such private gifts; hence, social pnottical forces tend to induce these fiscal

transfers, and then these gifts cannot be expldined

However, private gifts are far from crowded outey amount to a few percent of
GNP (up to 5%}.9 Americans in 10 report having given over the paar. Half of them
claim deduction for giving in their income tax repdvioreover, fiscal transfers provide a
larger amount (much larger in some countries). ldehoth explaining private and public
transfers and choosing the best policy require eemmealistic theory. In particular, people

may give either not solely for helping the poomath some sort of implicit cooperation.

As we will see, however, a number of a priori plolesexplanations fail. A direct
appreciation of one’s contribution to helping tlwp(by gift and tax), because it is one’s
sacrifice to this effect, cannot explain givingle presence of efficient taxation. A direct
appreciation of one’s gift alone because one igamrsible for it might be able to provide the

explanation but meets another difficulty: with thege number of people, this explanation of

! The French bourgeois ladies used to answer denfiandsarity with “I have my poor”.

? See Warr (1982), Roberts (1984), Bergstrom, Blame Varian (1986), and Kolm (1970a, 1970b,
1971). These gifts and fiscal transfers are norpemative (in particular with Cournot-Nash
behaviour) and the gifts aim at helping the poor.

® In the Netherlands.



one gift requires that almost every non-poor thimt the poor have enough (moreover, one
cannot give in order to be praised or praisewoah@ compassionate altruist since this
altruism is not the motive). These conclusionsudelthe effects of the sensitivity to other
people’s praise or non-blame. However, it turnstbat, with the large number, the effects of
altruistic praise should in fact vanish, whereasast nobody can feel praiseworthy for an
altruistic reason. With given norms, habits, triaisé or comparisons of giving not justified
by altruism, the large number may be favourablgitong, but this still implies the almost
unanimous view that the poor have enough. Othdegeces of other people about a person
can lead to an explanation of her gifts, but ohthey want her t@ontributeless(by gift or

tax, for reasons of comparison), and with probabéymilar problem with large numbers. A
policy discarding the effects of immoral sentimeviinglory, envy, sense of superiority)
from the social objective leads to adding the é¢fééwainglory about the value of the
sacrifice of the gift to that about its value asaleng the giver’s responsibility for helping,
but this still leaves the noted effect of large iens.

Some kinds of cooperation may be present, butithisg a number of puzzles. Some
are various types of implicit cooperation betweemig. Giving is sequential, but punishing
someone who gives too little by giving little nexne first of all punishes the poor (and is
inefficient in large numbers). “Folk Kantianism’vealed by the expression “What if nobody
gives?” is an important motive in spite of its piehatic rationality, but making such a choice
by maximizing one’s utility assuming that other pksogive similarly leads to an inconsistent
and inefficient overall situation. The “lateral i@ocity” of doing one’s share when others do
or matching others’ gifts can be secured by makiiege others’ gifts compulsory; this is a
contradiction in terms, however, but, if all indivials share this motive, this constraint is
necessary, reached, but not binding, and the eesafe both forced and free, gifts and taxes.
Tax rebates, matching grants and subsidies edtablisoperation between givers and the
government, but they turn out to have no effetitéf givers (and the analysis) take the cost

and financing of these public expenditures intmaot, whatever the motives for giving.

Notable reasons for helping are found in “doingtieers what one wants them to do
to you”, elaborated in the “putative reciprocityf’leelping the poor because they would have
helped us if the situations were reversed (or theyld have helped others if they could or
one would have been helped by others if in neealeral reciprocity or matching has more

scope in sequential giving. Implicit coordinati@ailso supported by the shame or guilt of



shirking an implicit agreement (a “social contrad¢t give, and, in an important case, the
larger the number of givers the lower the necessamality (then, as in a previously noted
case, free riding is less of a problem the largemumber of participants, contrary to a
standard view}.Kantian conducts become consistent and efficigmedple not only act
socially-morally but also evaluate in this way wikie same evaluation (that is, givers form a
moral “team”). Finally, the theory of rules for dabuting to public goods analyzes the rules
that lead to efficiency for taxation (or pricin¢gteral reciprocity and Kant’'s own rule-

Kantianism.

In the end, individual giving for directly altrtis motives is crowded out by efficient
fiscal transfers. Giving when there are such trenss€an a priori be explained by non-simply
altruistic motives belonging to various possiblpay summarized in table 1. Getting out of
the pure public good trap naturally follows two pib¢e ways: individualization of the value
of the qift (preference for one’s contribution dft @nd putative reciprocity, although others’
judgments or attitudes towards oneself often becessential), and implicit coordination
(Kantianisms, social contract, lateral reciprocggguences). A different division opposes
motives that are conveniently described directlghwndividual preferences and those based
on a reasoning. The former divide according toedéht dichotomies that will be explained.
The latter sometimes use counterfactuals (putagigiprocity, Kantianisms, social contract),
and sometimes are implicit, non-contractual codpmra (Kantianisms, social contract,

lateral reciprocity).

* When average compassion decreases faster thing#righm of the relief of poverty (section 111.4).



RATHER DIRECT PREFERENCES

{sacrifice {justified {duty, propriety { self-praise {own

responsibility shallow preference others’ peais external
{comparative { few { morally Iaunderet{ rather direct

non-comparative numerous not reasoning

REASONINGS
[« putative reciprocity

* the 3 moral cooperations
counterfactual { 1-Kantianisms: {folk (act) {full (team) )

Kant (rule) | half (rule) non-contractual,
\ 2-Social contract+ shame of shirking > implicit
3-Lateral reciprocity , match, fair cooperations
SEQUENTIAL )

SUBSIDIES, REBATES, MATCHING GRANTS

Table 1. The types of non-simply altruistic motivegor giving to fight poverty

The associations of the various characteristiasrttake a difference for the problem
at hand lead to a large number of relevantly diffétypes of motives. In addition, each has
various different actual manifestations and orighas instance, the altruistic sentiments,
which may intervene indirectly for praising gifts@ntributions, may be empathy,
compassion, pity, generosity, solidarity, sensgistice or injustice, and so SrPraise and

blame, of oneself or by others, also have a nurobfrms.

The explanations of giving that will be consideegaply to contributions to other
public goods, all of them or a category of themoadng to the case, but we shall discuss
fighting poverty only here. This public good hastalar characteristics: it is the welfare of
some people (it may thus be in itself an arguméatsmcial welfare function), it is very
important, universal (who does not want the podrddetter off?), moral (the most moral of
moral public goods — others can concern cultueeethvironment, etc. —, which may be

® See Kolm 2006.



important for motivations), fully non-excludabl&étpoor’s situation may be hidden, but
people do not give in order to know, and this maglarcut motives for giving), and provided
by both private and public transfers with very noows givers and still more numerous
taxpayers. Hence explanations that may be discandib@ end for some reason, for instance

because of the large number of givers, may be btduar other kinds of public goods.

|.2 Evidence

When asked why they give, people provide a vaonégnswers in addition to “for helping the
poor” for an altruistic motive of pity, compassimuced by empathy, remedying injustice,
or solidarity with people belonging to some comntyof any kind to which they also belong
(family, nation, etc., or just mankind). These aess\are, notably:

What if nobody gives? (“folk Kantianism”);

To follow the rule: “Do to others as you would wamem to do to you”;

In particular, the needy would have helped maiifotuations were reversed; or |
would be or have been helped (by anybody) if | eedt or the needy would help (anybody)
if they could putative reciprocitiel

| have been helped myself (generalized or diregprocity).

| want to be helped if | come to need it (expectckerse or direct reciprocity, or
sequential exchange).

The beneficiaries have been helpful in other eirstances (reverse or direct
reciprocity).

| would feel bad, guilty, or ashamed if | did mgive;

| have to give, | feel | have to (a duty, an olatign); my moral principles, my religion
or Reverent X tell me to give;

| like or enjoy giving, it makes me feel good (“wwaglow”) or proud,;

| help because | am a good person (moral ideasiggertion); or because | want to be a
good person (moral identity seeking); this goodneg®nerosity and altruism in action, and
perhaps also in sentiments along with compassiorgyl even seek more or less consciously
to become good in sentiment by acting as if | wbkedissonance reduction);

Other people are watching me and judging me;d éigproval, praise, esteem (perhaps
admiration, glory, prestige or acclaim), and pdgsibe receivers’ gratitude, and | dislike
reproaches, reproof, blame (perhaps despise an)s¢@eek to keep or improve my image or

my reputation; | have to keep my reputation and dhany group (family, etc.);



Giving is something we do (in our family or otlggpup) (social identity assertion or
group warm-glow); it is a tradition or a custom;

| take my share of the burden as otherslaker@l reciprocity);

| do not shirk the implicit agreement to help @&hic of the social contract);

| give to show that | have the means to do it;

| want to keep up with other givers; to confornoarthe contrary to distinguish
myself; not to feel inferior or, on the contrarg,feel superiordfomparativemotives);

| imitate them;

In a number of the previous ways, | follow a maah social norm, thus avoiding
guilt or shame;

| am just used to give (a habit); my parents gawegs educated like this;

| receive a tax rebate or there is a matchingtgran

All these judgments attach sometimes to the cwstur for the benefit of the poor in
gifts and taxes, or to my responsibility in giftslyg

| give to the poor in order to prevent their takmore and social unrest.

And so ort’

These motives for giving lead to different behavs) reactions to public transfers and
consequences, which are never fully obvious, aenapposed to one another, and are often
counterintuitive. These effects are shown by maatplhese motives and the resulting
behaviour’ The relative importance of these various motivegsethds on the particular
circumstances. Various motives may be present amil pintly, the same gift or

contribution may be involved in several of them.

[.3 “Warm-glows” and reasons

® Some of these motives are pointed out in inqusigseyed by Batson (1998) and Schokkaert
(2006). See also Clotfelter (1980, 1985), Woodwiaas5), Kahneman and Knetsch (1992),
Schokkaert and Ootegem (2000), Spash (2000) andhyia (1986).

" A large part of the results will derive from arptipation and developments of the model of V.
Pareto (1913), in which a social welfare functi@pends on individuals’ “utilities” each of which
depends on any individuals’ “ophelimities” (i.e. lfeees). Other people are restricted here to tlo,po
and giving, fiscal transfers and various motivesiatroduced. The most general model of the
distribution of utilities, welfares, incomes or gtsoresulting from people’s concern about these
distributions is proposed in Kolm (1966), in getheguilibrium and with transfers.



Individuals’ preferences about gifts or contribngahat are not only preferences about the
poor’s wealth or welfare will be denoted as “warfavgs”, thus extending, for convenience,
focus and illustration, Andreoni’s term for a typigoy of giving, although semantically this
term describes well a fraction of these motivey8rthis term will generally be applied
more specifically to motives directly describedfrgferences.However, it proves
indispensable to distinguish several types of suaim-glows and to explain them rather than
to take them as brute facts. Nevertheless, one amieature is that most of the important
results are obtained here very simply by the commparof the marginal conditions for giving
and for efficient fiscal transfers. The followingstinctions prove necessary.

— According to their object, there are two typesvafm-glows:sacrifice warm-glowsre
concerned with the costs incurred by the personbaefit the poor, hence her gift and the
distributive taxes she pays, whereasponsibility warm-gloware concerned with her
responsibility in this transfer, which, a priorgrcerns her decision to give orify.

— According to their cause or reason, there areettyjges of warm-glows: faltruism-based
warm-glows the gift or contribution is valued because of dfteuism of the giver or of
someone who praises her (or still more indirecylysbme altruism, for instance that of people
who support some institution which influences thep in addition to its adding to the
poor’s welfareshallow warm-glow$ave no justification and include norms of givipey se,
habit, imitation, or some traditions; on the contrgustified warm-glowsnclude altruism-
based ones and others which are justified othepfesénstance by the noted ethics of
cooperation, reciprocity or putative reciprocityfply competitive giving or contributing
from the shortly noted comparative warm-glows arbe attached to the “shallow” case).

— Duty, propriety or preference warm-glow®fer to the corresponding nature of the motive.
— A praise warm-glowesults from the giver’s appreciation of otherglets (or society’s)

praise (esteem, admiration, non-blame, etc. —asdwt refer to self-praise) and is opposed to

® For instance, there is avoidance of reproacht gushame, Kant sees duty as necessarily involving
suffering, and so on.

® In economics, introducing the gift directly in thiver’s utility function was suggested by Olson
(1965), Arrow (1972), Becker (1974), Sugden (198) points out that “social acclaim” of gifts is a
priori based on people valuing the benefit, andctiresequences were worked out by Cornes and
Sandler (1984a, 1984b, 1986, for a contributioart@rdinary public good), Roberts (1984, 1987),
Kolm (1984), extensively Andreoni (1989, 1990) fearm-glow, Harbaugh (1998a, 1998b) for
prestige, and an abundant literature exhaustieggrred to and discussed in several chapters of the
Handbook of the Economics of Giving, Altruism aediprocity(Kolm and Mercier Ythier, eds.,
2006).

1% Qualifications in this respect are presented jpeaglix B.



the giver'sown warm-glow- a distinction which is sometimes clear and sames less so
when the reference is to some shared norm.

— External warm-glowsnay denote the various types — by extension +afepences about
other people’s gifts or contributions not diredilgcause they improve the poor’s situations.
— Comparative warm-gloware own or external warm-glows motivated by congoss
between people’s gifts or contributions (comparssbatween others’ or between others’ and
one’s own).

— The individual preferences defining the efficipoticy may be cleaned for immoral
sentiments (vanity, vainglory, envy, sentimentswgberiority) or not.

— The large number of people concerned is the ratesase-

- With all motives, there may be tax rebates or matggrants for the gifts.

These distinctions underlie the a priori surpgsamoperties that appear
straightforwardly. A sacrifice warm-glow cannot éip giving. A responsibility warm-glow
can but meets several obstacles. One is the nogezhl impossibility to give in order to be
praised as a compassionate altruist. At any ratie;ris out that the non-crowding out of one
gift because of warm-glow implies, because of #rgé number of people concerned, that
almost all individuals’ (marginal) altruism vanishd his means that almost everybody thinks
that the poor have enough, which does not seera tbhebcase. Moreover, this would just
prevent altruism-based warm-glows to explain alnadisgiving. Shallow warm-glows could
provide this explanation, however, and possiblynavere favourably with the large
number,... but provided that almost all altruismighes particularly rapidly — and such
behaviour has a low rationality. As noted, alspeeson’s giving can be explained by other
people’s “external warm-glows” about her, but iéytare for her t@ontribute lessand
laundering immoral sentiments such as vaingloryamity from the government’s criterion
ends upextendingheir relevance to a sacrifice warm-glow — whidwradds to the
responsibility warm-glow. However these effectsegatly leave the same large-number

problem. Moreover, tax rebates and matching gnaotdd not help without mistaken views.

! Fiscal transfers are usually at national levelsnated, when people give to particular poor, it is
usually with the implicit understanding that otlpeiople help other poor. This may even be the case
internationally, at the world level. At any rateetscope of concern is just world-wide: practically
everybody is concerned about the pain of povertgreter it occurs.
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Various types of warm-glows are not altruism-basdtthough the fate of the poor and
some concern about it are usually still at theioray at some background of the value of the
items, and they may have a larger or smaller effettiual and putative reciprocities lead both
to valuing one’s gift in itself and to altruism.8e shallow warm-glows and the “external
glows” are found in comparative “glows” about gigior contributing: keeping up with
others, competitive giving, conforming or on theétary seeking distinction, egalitarian
fairness in contributing, avoiding the shame ofrgiMess than others or seeking superiority
in giving or contributing more. Conspicuous givimgy also simply exhibit wealth (in

addition to all the other possible noted effects).

Implicit cooperation intervenes through a varietyeasons. They are similar to those
found for other public goods, but, for some of th@articularities of the nature of the good in
question make a smaller or larger difference. Amgtow just for being a good cooperator
cuts a sorry figure compared to a warm-glow eletidy the morality of generosity. Free-
riding aid to the poor meets the two noted parad@fesequential joint giving (punishing a
free rider by giving less first punishes the paoryl of the hypothetical general agreement of
some social contract to give (non-free-riding mayfdvoured by large numbers because it
may require a vanishing morality only); they aespectively, a detrimental effect due to the

nature of the public good and a favourable onetdulee large number of givers.

Other cooperative reasonings apply as for allipignods. The “Kantian” “Do as if
others did the same as you”, and the lateral recityr of giving given that others give
(matching, doing one’s share) are anti-Nash priesipy excellence. The very common
answer “What if nobody gives?” reveals the “Kantiarational reason assuming a magical
causality. Kant applies his principle to the cha€e rule of action. However, if people
choose in this way an act or a rule by maximizimgrtdifferent utility functions, the result is
generally inconsistent and inefficient. However ratgpeople should have more coordinated
evaluations in “Kantian teams” maximizing the sasueial function, or by following
“consistent rules” that lead to Pareto-efficienapply also to lateral reciprocity and to

taxation or pricing (for which they generalize thiedhal concept), and constitute the moral
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coordinating “mechanism” for public-good provisidrateral reciprocity can be implemented
by the forced and free tax-gifts noted above ar framework of sequential givirg.

.4 The framework*®

For fighting poverty, non-poor individuabives an amourg;=0, pays distributive taxds0
(the part of her taxes used for this purpose) amté contributes=g;+t;. Her initial wealth
of X; becomes;=X—¢;. By naturex=0, and in fack>0 since, ifx=0, individuali would be
poor or, rather, would starve. The poor rec&eeand hence, with an initial wealth ¥f have
finally x=X+Z¢;. They are sufficiently taken aggregatively andeéhawtility functionu(x)

with u' >0 (alternatively, there amg identical poor who receive eagtN and have a utility

functionu(x/N)). Individuali has a utility functioru'. It depends om; with du' /0x=u; >O0.

Whenx; - 0, du' /dx; - o, so that any choice @f by individuali or oft; by the fiscal authority
guaranteeg;>0. This implies that, for these choicgs,)[0,X—t;[ andt;[J[0, Xi—gi[. Function
u' may also depend onwith du' /ox= u‘220 (this may result from an implicit dependence on

the poor’s welfarei(x), or possibly from a dependence on bo#ndu(x), and theru‘2 stands

for ou' /ox+u’' du' /ou). We shall call the castﬂ:i2 >0 altruism, although it might also result

from other reasons such as fear of the poor’s soni@st, or comparative national pride in

having a lower poverty.

12 Aspects of the “Kantian” provision of public googi® analyzed by Bordignon (1990) and Bilodeau
and Gravel (2004) after a particular remark by €aff(1975), related efficient rules for public gsod
are considered in Kolm (1970a, 1970b), and aspédéderal reciprocity are studied by Sugden
(1984) and Kolm (1984).

3 The very simple and general model used here erassep many models used in the literature
which specify variables or relations, explain atify them by a theory or by observation, and often
apply the model to particular important issues. &@mple, Brekke, Kverndokk and Nyborg (2003)
and Konow (2007) consider norms of giving with dedl level but a lower provision because of self-
interest (the relevant issue here will be the eston between norms justified by altruism and othe
norms of giving). Hollander’s (1990) model of cdbtitions to any public good motivated by the
judgment of the relevant people (also Rege anaT2004) applies particularly for the important,
moral and universal public good of the relief o/pdy. Harbaugh focuses on prestige and appliss thi
model for specific results. Admiration, gratitudedasignal of wealth (Glazer and Konrad, 1996) have
been discussed. The properties that turn out tylmmal cut across all the specific manifestatiand

are general distinctions such as: is the warm-dgtowhe giver’s sacrifice or for her responsibifity
Does it require altruism or not? Does the socidfame function include the poor’s welfare? Does it
respect the givers’ immoral sentiments (vanityngéory, envy, sentiment of superiority) or not? Do
the givers abide by some moral reason or by sonmma nbcooperation, and which ones?
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The government chooses taxe® achieve Pareto efficiency given the constrgints
particular the type of agents’ behaviour such agr@at-Nash). This may be for a moral
reason and/or for a political one since democrangs to induce Pareto efficientyThis is
described by the maximization of a preference-retapg social welfare function

U u'}, u, 1)
With dU/d u' =A;>0 anddU/du=A=0. The presence afin this function formally differentiates
this problem from the case of other public gooddlie contributors. However, there are
two types of “regimes”. In the cases of thasically giving regimefunctionU does not
depend actually on andA=0. The highest) nevertheless achieves Pareto efficiency for all
individualsincluding the pooin this case if, for eacha change in;taffectsu’ (t' may
appear in several arguments of function.*® This condition is a priori satisfied except
fortuitously, and it is assumed. In the other céiseredistributive regimeA>0. This may
manifest a political or social power of the pooot@s or threat of social unrest); or a desire to

redistribute more to the poor than manifested Imgfionsu' alone, for instance a desire of

distributive justice elaborated at the level ofisbcwhereas the transfers induced by

functionsu' alone would more be induced by compassfdrinally, we assumg;>0 for alli

* Democracy tends to prevent that society be it stch that possible others are preferred by
everybody (with possible indifference for some)particular, in an electoral democracy, the existen
of such states means that a contending party cgoope an alternative program that will carry the
unanimity of expressed votes. The following reswils derive from the sole Pareto efficiency
property of government policy or of optimality. bfar as government policy is the outcome of
political life that produces a Pareto-efficient@umne, the fact that officials do not know the tili
functions of the citizens is not relevant. At aaye; Pareto efficiency is defined for constraints
including those concerning information. Coase’'sgasgion that Pareto efficiency always holds if all
constraints of all types are taken into accouatdse relevant here.

' For a Cournot-Nash relation between the governmpelity and the givers, this is for given gifts
{g}. The noted condition even needs to hold onlytates that are Pareto efficient for the non-poor.

From such a state, indeed, change the set of {axeShen a number of levels' change (at least
one), since this includes at least those that spamd to a tak that actually changes. All these

changingui cannot all increase, from the definition of Pareffaciency (for the non-poor). Hence, at
least one decreases. But this decreaslfn'gs also a decreasing member of the larger setapassing
all u' andu. Hence, any possible change in the set of thfesn the state in question makes one
member of this larger set of the andu decrease. Therefore, no possible change in thef deixeg;

from this state makes all th& andu increase or not change with at least one incrgaslance, by
definition, the state in question is Pareto effitior the whole population of the non-poor andhef
poor. These properties are applications of gerteealrems (see appendix A).

'® Almost all the literature on altruism and givingnits the case of the redistributive regime. Hemce i
bans the poor from the social welfare function fxoch the definition of Pareto efficiency, and
considers them as altruists’ “consumption” onlycéptions in which the poor’s welfare is an
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althoughA;=0 is consistent with a Pareto efficient outconmeges this outcome would

generally implyx;=0 which is excluded.

IIl. WARM-GLOWS AND EFFICIENCY

[I.1 The sacrifice and responsibility warm-glows
[1.1.1 The contribution or sacrifice warm-glow

Individuali’s contributionc; is the cost for her, her sacrifice, that benefiesspoor. If this

arouses a warm-glow for individuial

ui=u' (x, X, G) 2)
with du'/ dci=u >0. If individuali chooses a gifti>0,

du’/dg=— uj + uj+ ul=0. (3)
If all individualsj may have a similar Warm-glowug >0), the government’s choice of tax
satisfies

dU/dt=A;-(—ug +ub +ug )+ZzAju) AU’ <O (4)
with sign = ift;>0. Conditions (3) and (4) together imply

I TEPNTE) ()
This condition does not contair} . The result is the same as if functiohof form (2) did

not containc;and were simply' =u'’ (x, X) (i.e. pure altruism only is possible for indivalu
1). The warm-glow has no effect on crowding. didwever the result depends on the regime

In theredistributive regimd&A>0), gi=0 for alli, crowding out is completeln thebasically
giving regime(A=0), gi>0 impliesuz' =0 for allj#i; hence, there iat most one givemt the

margin, there is also at most one altruist (theesperson) and heneas no longer an actual
public good for the givers.

[1.1.2 The responsibility warm-glow

argument of the government’s maximand becauseeafetteivers’ political power are found in
Roberts (1984), Becker (1978) and, somehow, Peliz1@76).
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However, individual may experience a warm-glow not because of thefoosier that
benefits the needy, but because of this cost anefibshe is responsible for. A priori, she
does not choose the tishe pays and hence she is not responsible fonithe opposite, a
priori she chooses her gdtand is responsible for it. One should thus distisig thesacrifice
warm-glowconcerned with the cost to the person that benifg needy (irrespective of who
decides), and theesponsibility warm-gloweoncerned with the part of this cost and benleét t
person chooses and is responsible for. Note tbpbresibility requires a sacrifice-benefit on

which it is applied. This is the giff.*’

Then, with a responsibility warm-glow only,

u'=u' (%, X, Gi). (6)
with du'/gi=uj, >0. If individuali chooses to givg>0,

du' /dg=-uj +uj,+u}, =0. (7)
If all individualsj may have a similar Warm-glowug >0), the government’s choice of tax
satisfies

dU/dt=Ai- (—U; + U} )+Zj=Ajul +A U’ <O (8)
with sign = ift;>0. Conditions (7) and (8) together imply

AiUg 2ZjziAju) HA U 9)
or, denoting

V=ZAul AL (10)
the marginal social value of the poor’s incoxpe

Ai-(uh+ul )2v, (11)

with sign = ift;>0.
[1.1.3 Both warm-glows, the two formulations

However, one may have jointly and distinctly a waglow for sacrifice and one for

responsibility. The effect of giff cumulates both, but an effect of the distributaet;

" The question of information and qualifications abeesponsibility may be relevant. See appendix
B.
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represents a pure sacrifice warm-glow. These effeam be represented in two ways in the
utility functions. One can write

u'=u' (%, X, G, i) (12)
wherec; represents the sacrifice warm-glow and the argugiehe responsibility warm-glow

only (the sacrifice effect afj is taken into account by its presence;#g;+t;). At the margin,
the sacrifice warm glow induceu{, the responsibility warm-glow induc&%, the total
warm-glow effect of gifg; is ul + u‘g , and the warm-glow effect of the texdistributed to the

poor is only the sacrifice effect inducing .

In an alternative formulation,
u'=u' (%, X, ti, g) (13)
wheret; creates a pure sacrifice warm-glayig the tax, or the part of taxes, that is known to

be used to help the poor), agctreates both a responsibility and a sacrifice wglow.

Denoteuti =du' /0t;=0. At the margin, the pure sacrifice warm-glow ioésiu’, hence the
pure responsibility warm-glow effect induce§—u; =u; by definition of this symbol. With

formulation (12),u; =uy.

With formulation (12), if individual chooses a gif;>0,
du'/dg= —u; +u},+ug +uj, =0. (14)

With similar utilities for allj, the government chooses tathat satisfies

dU/dt=A;- (=uj + Ul + Ul )+Ziz u J+Au'<0 (15)
with sign = ift;>0. Then, conditions (14) and (15) imply

AiUg2ZjziAul FA U (16)
or

Ai-(uh+ul)2v (17)

which are relations (9) and (11) with different ¢tions.

With formulation (13), if individual chooses a gif;>0,
du'/dg=-u; +u},+uj, =0. (18)

With similar utility functions for alf, the government chooses tathat satisfies
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dU/dti:)\i-(—Ui+Ui2+Uti )+ u2j +AUu'<0 (19

with sign = ift;>0. Then, conditions (18) and (19) imply

A (Ul U} )2Zjsiju) +A U (20)
or

AU} 2T ul AL, (21)
that is

Ai-(ul+ul )2v. (22)

This confirms that, in relations (16) and (mz, represents the responsibility warm-glow

only and in nothing the sacrifice warm-glow.

Hence, the responsibility warm-glow offers theanbed possibility fog;>0 (non-

crowding out), and the sacrifice warm-glow has fiect.

These different warm-glow and their relations raeatly shown by the neuroeconomic
experiments performed by Harbaugh, Mayr and Butgi2807). The subjects respond to the
transfer of some amount of money attributed to the food bank by neural excitements of
the reward system, and more when it is a volurgétyfrom them than when it is a forced
transfer. All subjects manifest these effects.

[1.2 Irrationality, immorality, and the moral and r ational social efficiency
[1.2.1 Irrationality of the responsibility warm-glow

The fact that the responsibility warm-glow alon@csountable for non-crowding out in

conditions (16) or (21) is puzzling since this amsd sentiment is irrational.

Indeed, responsibility warm-glow is self-contrdadiy: one cannot give in order to be
praiseworthy or praised as a compassionate alsinsé this motive is not altruistic
compassion. Sacrifice warm-glow, of a different angtiori milder type, avoids this
inconsistency since it is not the result of a caplut it cannot explain giving, as we have
seen. The warm-glow objective of giving may thertddeceive others by making them

believe that one is a compassionate altruist. ffaied is immoral, nothing to be proud of.
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The effect may also be self-deception, leadingtorteave some impression of being the
moral compassionate altruist that one is not, gshmsmnalysis may be able to explain. This is

an irrationality, howevet®
[1.2.2 Laundering preferences

Another important aspect is that warm-glow is ofierfact, vanity and vainglory, sometimes

accompanied by a sentiment of superiority.
Warm-glow thus tends to be immoral and irratiomath important consequences.

The social criterion may have not to respect imtials’ immoral social sentiments
(should someone be deprived of something because sther people envy her?)it may
also have to discard contradictory aspects of iddad preferences, but we shortly see that

this has no consequence on the non-crowding outitoom.

The method for laundering preferences for thectdfef some variables, with
preferences of general form, consists of assunmagthese variables have some fixed level.
In general, this level matters for the resulthéire is no a priori given natural level for this
purpose, the consistent and rational solution st&ef choosing the level that would result
from choices in which its variability has no effelct the present problem, this means deleting
the effects of the corresponding variablgsc( ort) in the conditions of the government’s
choice oft; (conditions (15) or (19)). New conditions (16)(20) are then obtained, and the
andg; result from the solution of thesenZonditions (wher@ is the number of non-pooy.

The effect of the variable in question is erased, the choosen level of the variable is that
consistent with the whole situation. The conditiohshe individual choice of the free gifgs
do not see their form affected since the individwak free and the present issue is not moral

education.

'8 The non-altruistic giver may also give becauseveiets to be a (compassionate) altruist and knows
that a classical way to try to have a sentimetd &ct as if one had it (with the help of dissorsanc
reduction). This is probably still more praisewgrthan being altruistic.

91f Pareto efficiency results from political lifpeople may impose the government to respect their
full preferences, including their vices. Howevéey may also agree, in the public discussion @r in
collective agreement, to discard these immoralcisger the social moral choice. They may even
enjoy that the government discards these regrettdpects of their preferences that they do na hav
the willpower to abandon by themselves.
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Conditions (15) and (19) do not contaj'g. Therefore, laundering preferences for

effects due to the responsibility warm-glow hasonsequence. This is remarkable since it is
precisely the responsibility warm-glow that, in #vd, provide the non-crowding out
conditions (16) and (21). Moreover, the noted iorzlity (contradiction) concerns the

responsibility warm-glow. Laundering the effectglué sacrifice warm-glow (for instance
because it would be vanity and vainglory) consi$tdeleting termsaul and uti in relations
(15) and (19) respectively. In both cases, thelrésu

dU/dt=A;- (—u; + U}, )+ZjsAju J+AU'<0 (23)

with sign = ift;>0.

In the first formulation (utility of form (12)),andition (23) with condition (14) give

Ai-(Ug +Ug)2ZisAu T4 (24)
or

Ai- (U +ug +ug ) v. (25)

In the second formulation (utility of form (13pondition (23) with condition (18)

give

AiUg =Ai-(Uf + U] )2 Uzj AU (26)
or

Ai- (U +ug )=Ai- (U +uf +ul )2V, (27)

This motivation that produces this condition, (:ilraag;iluj:+uig in the first formulation

and uir +uti or ug in the second, is@esponsible sacrifice warm-glQworresponding to both

effects of the gifty;.

This result is important and paradoxical. Condisig24) and (26) tend a priori to be

more easily satisfied than conditions (16) and §d¢e a term which can be positive (and is
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non-negativell. andu! respectively, is added in the left-hand sitiBsychologically, this

means that the sacrifice warm-glow is added ta¢lponsibility warm-glow. The paradox is
that by erasing the effect of warm-glow in the kg function, this effect is reinforced as a
result, since the sacrifice warm-glow is now adtiethe responsibility warm-glow in the
final conditions for non-crowding out. More predigehe laundering happens to bear on the
sacrifice warm-glow only, and it is the effect bifg sentiment that is now added to the non-

crowding out conditions.
[1.3 The basic efficiency condition

The basic efficiency condition for public goodshwiarm-glows permits one to see simply
some important properties. With the first formwatior instance (function (12)), condition
(17) forgi>0 implies

Ai-(Uy+Ug )2V2Z 06 ul +A U’ (28)
whereG={i.gi>0} is the set of actual givers. Assume that therjgoincome is socially
valuable v>0, which implies\>0 or uzj >0 for at least one j. Condition (28) then impliesi
0G, uy+ugy>0, andhi2v/(uj,+uy ). Then (28) for all0G implies

Sioel Uy /(ub+ul +A U vl 2 (29)
This confirms that Witru{;J =0 for alli, there can be no giver in the redistributive regiiv»0)

and at most one in the basically giving regitke(). Another crucial consequence is noted

shortly.

For the morally laundered Pareto-efficient fisgalicy, with the first formulation, a
similar derivation from condition (25) gives thenclition

Zinel Uy/(uh+uf +ub)]+A U’ fvsl, (30)
with similar conclusions with reference to both tdution and responsibility warm-glows

(produced by gifts)).

[1.4 Consequences of the large number

20 However, the variables in all the terms of thedittons no longer have the same value, and hence
an opposite conclusion is a priori possible witmedorm of the utility functions.
2L With sign = ift,g>0 for alli (everybody pays the tax and gives).
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[1.4.1 Vanishing individual altruism

Whenn becomes large, the non-crowding out conditions((9), (20), (24) and (26), with

limited uj,, ug, andu), (or with at least two givers), imply tha, u) remains finite, and

hence that averagezj vanishesi, = (1/ n)Zu% - 0. This impliesué - 0 for allj except

possibly for a vanishing fraction of them. Thatirsthe limit, if any one gift is not crowded

out, almost all non-poor individuals think that {p@or have enough. This does not seem to be
the case. That is a priori the basic obstacledceettplanation of non-crowding out of gifts to
fight poverty by the consideration of warm-glowgfe strict sense described as a preference

for one’s gift in itself.
[1.4.2 Relative motives

More precisely, the non-crowding out conditions dechthatt, for largen has an order of
magnitude at most/i times that ofuy, (or uy+ut). Condition (29) implies a related result. If
I'=|G| denotes the number of givers, it implies thattmmaverageuig/ui2 foriJG has at least

the order of magnitude &f. That is: on the averagihe last gifts are given at lealsttimes
more for the glory of the giver than for the religfpoverty, wher€ is several or many

millions. Condition (30) implies a similar result for mdyalaundered fiscal policy.

11.4.3 The possible effects of the large number

j J _ .. .. . —
Whenn - e, 3 ..uU,, YU, andnu, become infinite, finite or zero according as

decreases more slowly than, as fast as, or fasarin, that is, as averaggincreases faster
than, as, or more slowly than Ladi.e. average compassion diminishes faster trafgs as,
or more slowly than the logarithm of the reliefpafverty). The first case implies crowding-

out of gifts. The other two may prevent it.

In particular, with the third casg j; uzj - 0 by positive values, hence decreasing.

Therefore, ifu‘g is bounded from below by a positive value, a sidhtly largen entails that
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the non-crowding out conditions are satisfiedXe0 (the “practically giving” regime): the
large number is favourable to non-crowding out,tiany to a common view. This happens
with both an average compassion decreasing mondysiban the logarithm of the relief of

poverty and a non-vanishing warm-gl&tv.
[1.4.5 Altruism-based warm-glows

The cause of warm-glows should be considered, hexwdhe standard warm-glow is the

altruism-based one. It may vanish with vanishiriguedm (both for marginal gifts). However,
individualsi Whoseui2 does not vanish may for this reason have a norsiigug own
altruism-based warm-glow and hence warm-glddN Yet these individuals constitute a
vanishing fraction of the large number. For theeoghthe altruism-based warm-glow that
may cause a non-vanishimg is a praise warm-glow due to other people’s prafse
individuali’s gift because they are altruistic and enjoy daig. The averagejzi of these

other people vanishes, but their number incredsesresult depends on how individual

evaluates others’ opinions. If this individual feses on the average of their view, perhaps if
she considers G.E. Mead'’s “generalized other”, thhdy the average of the&%j , practically
U, , matters for her. And since it vanishes, so dbesu'g they induce. This jeopardizes the
non-crowding out conditions ifu, does not vanish and, at any rate\*0. Whennu,
vanishes and=0, a priori it decreases more slowly tha{y induced byu, , and the effect of

the large number favourable to non-crowding outsdua hold. However, individuals
sensitivity to the altruistic praises may depentlardy onu, but also on the number of

praisers which a priori increases with

One may, then, explicitely write, for these maagivalues,

Uig :Zj¢i T[ij U2j (31)

2 Ribar and Wilhelm (2002) point out the possibilifycomplete non-crowd out with an exogenous
positive lower bound onm'g.
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where Tt‘j is individuali’s satisfaction due to individuflk praise motivated by a unit of her

satisfaction due to the marginal increasg agaused by individuals gift. Then, condition
(16) writes

Zj(Ni TG -A)) uj =AU’ (32)
This impliesh; T[‘J. —A;>0 and sufficiently large for a sufficient numbérj oFor seeing the

meaning of this condition, assume that all indiaisii are identical, hencg=A and ui2 =Uy
are the same for all and denoten‘j =1t Condition (32) becomes

(N—DAT, (-1 = AU’ (33)
which implies, fort, >0, 721 (andre>1 if A>0). Hence, one also hai$12j zuiz for alli andj.

This means that when any individual gives an edtriéar, she derives more (at least as much)
satisfaction from the praise e&chof the very numerous others than from her ownisitn.

This seems unlikely.

These two hypotheses about altruism-based warm-gte limiting cases. Hence it
seems that altruism-based warm-glows lead to latgeber crowd-out of almost all gifts.

[1.5 Shallow warm-glows

These difficulties in explaining large-number giyiwith altruism-based warm-glow leads
one to consider the other types of warm-glow. Irtipalar, shallow warm-glow have no
further justification. Notably, they are not motied by the needy’s benefits. They constitute
a heterogeneous set including norms of giving petradition, custom, habit and simple
imitation. Such norms can be motivated by othemppes praise for following them or blame
for failing to — not motivated by altruism here rdathey may be internalized. Demands,
injunctions or praise of moral or social institutiohave a role hef@ These norms are for a
“moral behaviour” but they are not intrinsically naf although people may feel them as
purely social or as moral (hence as possibly indyishame or guilt, respectively, when they

are not followed). The amounts of the gifts are stimes determined by the norm or the

3 However if, or insofar as, these institutions emege giving in order to keep or obtain the support
of altruists, they are just intermediaries in peaastruism-based warm-glow. Moral demands also aim
at sentiments by demanding people to be altruigishat only to give.
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custom, rather than by marginal conditions. Suelwsibear on giftg; but they may also bear
on contributiong; and, then, individual adjusts her gift to the distributive tiyshe pays. If

such actions are praised by other peopge(or uj:) may depend on the praises.

[1.6 “External glows”: paradoxes and possible effet
[1.6.1 External preferences

If an individuali valuesg; or ¢; for someg+i, and hence praises individydbr this gift or

values her sacrifice, because she (individui altruistic by valuing, this cause is
manifested byJi2 >0 (at the margin) and not by a direct preferermigg; or ¢;. However,

there are a number of possible reasons, shortgdnédri to value directlyg; or ¢; (although
these reasons ultimately rest on some altruismptxeeases of shallow warm-glows). This
has two possible types of effects. First, it mduence directly the conditions for non-

crowding out. Second, these preferences of indalidmay lead her to praise higher or lower

g; or ¢; and this may influencegj] or uCj :

Individuals may have preferences about others’rdmrtions or gifts for various
reasons other than directly and solely their cbatron to the poor’s welfare. Praises inducing
shallow warm-glows manifest such preferences. Alividual may also feel a warm-glow
because some member of a community she belongee® @r contributes for whatever
motive (“justified” or not) — she may feel proudigfor ashamed if the other fails in this
respect. A number of such preferences may derora romparisons between gifts or
contributions. This may result, for instance, froraquality-aversion or other sentiment of
comparative fairness in giving, contributing or shg the burden of aid. The comparison
may be particularly influential when it involvesetievaluator’'s own contribution or gift. She
may feel proud or superior when she provides nmrashamed, inferior, envious or jealous
when she provides less, and different in both casbiEh may be regretted or favoured by
desires for conforming or for distinction). Thesarparisons may be qualified for
characteristics of the individuals (wealth, sogiaximity or status, etc.). The sentiments
induced tend to increase with the extent of thiedkhces. They may influence the person’s

gifts when either gifts or contributions (given ég% are compared. This includes, for instance,
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“keeping up” with others, competitive giving or ¢ohuting, providing one’s fair share
insofar as others provide theirs (lateral recigggcavoiding shame or seeking pride, and

shunning or seeking conformity or originality.

These preferences lead to introducing other pespi#s or contributions in utility
functions. Ifc; ={cj};= andgs ={ g}« denote the set of contributions and gifts of wtlials

j#i, individuali’s utility function writes, with the formulation eeesponding to form (12),

u'=u' (X, X, Ci, Gi, Ci, ). (34)
[1.6.2 The non-crowding out condition

These influences can lead to dynamics, equililama, possibly cooperation, in giving (more
directly than through effects of). Giveng and the set of taxes{t;}, each individual has
a preferred gifgi=gi(g4, t). If she takeg; andt as given, her choice gf>0 implies

du'/dg=— uj +uj+ug +u; =0. (35)
If the government chooséggiven theg;, then, denotinng:j =du'/oc; and uigj =du' /0g;, this
implies

dU/dt=i- (—ul +ub+ul )+ Aj-(u) +u(; YA U' <0 (36)
with sign= ift;>0. Then, conditions (35) and (36) imply

AiUp 2 Aj-(u) +ugl YU’ (37)
or

Ai Uig 2 V2% )\j U(il . (38)

This non-crowding out condition fg includes two surprises: thjeé_ arenotin it and

ug >0 worsenghe chances for the condition to be satisfied ¢feen values of the other

variables in the conditionT.he chances for an individual’s gift to be crowaed are not
changed by others’ appreciation of her decisiorg are worsened by their appreciation of

her contribution
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The conditions (37) and (38) for the non-crowding of g; areimprovedby ug <0 for

J#i. This may result from the noted comparative seeits applied to contributions.
Individualj may prefer a lowet; because this reduces her envy, jealousy, resehtineanse
of inferiority if ci>c;, because it augments her pride or sense of supifoc<c;, or for the
other noted comparisons. These comparisons maydigied for characteristics of the

individuals. The overall effect of all these comipans is likely to favouug <0 more wher,

is higher.

Therefore, the effects of preferences about aivithebl’s gift or contribution — that is,
her responsibility or sacrifice for helping the peg for reasons that are not directly altruistic,
are strikingly opposed when these preferenceshasetof this individual or of other people.
For own judgements, the contribution has no eff@ct the gift has one, whereas for
judgements of other people the gift has no effadtthe contribution has one. Moreover, the
chances of non-crowding out are augmented by @ece of the giver for a higher gift and

of others for a lower contribution.
[1.6.3 Thelarge number

Since the large number essentially destroys thsilpiisy of non-crowding out due to

altruism-based (and even shallow) warm-glows, the€rnal glow” effects oti é <0 arouses
hope because they intervene in condition (37) bir sumz;x A, u({ as theuzj do. A priori,
2ii )\j-(ug +qu ) may remain limited even ifi, does not vanish. However, this implies that,

on average, people dislike an extra contributiomihers about as much as they altruistically
approve its contribution to the poor’s relief. Adtigh the importance of sentiments of envy,
inferiority or superiority in society should not baderestimated, it seems rather unlikely that
they could have this effect. One reason is thateéeh person, such comparisons are often
limited to persons of some group for both reasdresttimated relevance and information, and
this group tends to be small compared to the latgeber of people. However, from a moral
point of view for the choice of optimum taxgsthe information issue may be irrelevant, and

this may also be the case of the sentiment of asles of comparisons insofar as it also
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depends on information about other people. Yet ey rather demand erasing the effects
of most of these sentiments rather than extendiemt

[1.6.4 Moral efficiency

Sentiments of envy or superiority may have to lbedeered from individual preferences

defining the policy’s objectives. The method is tme discussed above about warm-glows. It

leads to deletingucj for allj in condition (36) @g"} is not in it). Then, however, this condition

takes form (15) and condition (37) takes form (16he warm-glow effects are also
laundered out, then condition (36) takes form @) condition (37) takes form (24). That is,
this laundering of sentiments about other peopletgributions (or gifts) gives to the
condition forg;>0 the form it has when these effects do not €wiigh different functions,

however). This also contrasts with the case of wglows (section 11.2.2).
[1.6.5 Praise (or blame) glows

Moreover, individuals’ preferences about othersitabutions or gifts by themselves imply

approval, disapproval, or more elaborate judgemantsit them, which may influence the

giver. uév >0 for whatever reason may induce a non-altrugtaise warm-glow augmenting
u‘g; and the noted effects, notably the comparativespabout gifts and responsibility may

produceuév <0, and such preferences may induce individtalgive less by Ioweringlg by
fear of reproaches, accusations of showing-oft, Byccontrast, similar effects au‘CJ_ +0 on

|
u(i: do not have the same consequences because &sagafm-glow does not produce a

condition forg>0. However, such effects arl have a consequence for a morally laundered

public objective leading to non-crowding out coraht(24): then, a higher or Iowerg_
1
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inducing a similar variation im; by praise or blame is favourable or unfavourabladn-

crowding out ofg;, respectively (this opposes the noted direct efiéc é ).24
|

[1.6.6 The general form

Condition (37), corresponding to the most genavahfconsidered here expressed by the
form (34) of utility functions, contains all theguious ones as particular cases. In addition, it
includes the cases in which previous situation€eononly some of the individuals, with

important consequences.

In particular, ifug, =0 for allj for some individual, condition (37) takes form (21).
I

This form implies notably that >0 (not crowded out) for largg T, vanishes, that is, in

the limit, almost all individuals think that the poor have enough. The sensitivitglb

individuals to all the variables except the noteéscan be anything.

If, for some individual, ug =0 anducj_ =0 for allj, then condition (37) takes form (5).
|

Gift gi=0 (crowded out) iA>0. If A=0, gi>0 implies uzj =0 for allj#i (individuali is the only

24 All these differences in effects are confirmedcbysidering the formulation corresponding to form
(13) for utilities, that is, with these externalesits,

u'=u'(x, X, g, ti, g, t3) (39)
wheretj={tj} . is the set of distributive taxg¢<or all jZi. Then, if individuali chooses)>0 for given
g, andt,

du' /dg=-u! +u’, +u‘g =0. (40)

The government’s choice of téxor giveng; for all j implies, denoting u J /6ti=utj_ :

dU/dt=N-(~ul+ul +ul )+ - (ul +u)) #Au’ <0 (41)
with sign = ift;>0. Conditions (40) and (41) imply
AUl =)\i-(u‘g—ut‘ )25 Aj-(U) +Utf ) AU’ (42)

where u; = u'g —ut' is individuali’s (marginal) warm-glow for her responsibility ielping the poor

(value of extra gift minus value of the contributiim itself it includes, i.e. marginal value of tigx
Condition (42) also writes

Ai-(Ub+ul) 2 v utJi . (43)
Then, the remarks of the text about laundering inangentiments and induced warm-glows can be
carried on by replacing'g by u, andug by u;.
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possible altruist). This individualmay be motivated to give by possim§>0 or uic>0 (yet

without altruism-based praise warm-glow), but tffeat of uiC is cancelled out by the policy
(except in case of moral laundering). All the otkensitivities of all individuals to all

variables may be present. Any other individgalmay give becausagjJ >0 (and ucj >0 with

moral laundering).
[1.7 Rebate and matching-grant neutrality or dual dfects (cost or benefit)

In many places and cases, philanthropy is subsidydax exemptions or rebates, or
encouraged by matching grants. The basic thingtahese policies is that, a priori, they have
no effect, if all is considered by the analysis #melagents, including with all kinds of warm-
glows, external effects, ete Notably, the financing of the cost of these pelcshould not be
forgotten. Other things equal, they are financedalygs. This product could have been
directly provided to the poor, that is, what th@preceive from taxes is diminished by this
amount. Their income is in this way diminished bg matching grant they receive. Or it is
diminished by the rebate or subsidy received bygther, and the gift minus the rebate is both
the cost for the giver and tfieal receipt of the poor for which the giver’'s choise i
responsible. Hence, in all cases, when the giveos#s her gift by balancing the cost for her
and the benefit for the poor, both are equal, Ardamount is also what the giver or other

people may directly value as her gift or as a phlter contribution.

In all the foregoing models, including with alktipossibilities of warm-glows,
external effects — utility functions with a pridhie most general form (34) — and laundering, if
the giftg; of giveri is augmented by the matching gramg;) (with m(0)=0), the poor
receivegi+m(g;), but the taxe&t; financem(g;) and are diminished by this amount when
transferred to the poor. Hence, the poor recE[germ(gi)]+Zt—=m(gi)=2gi+2t;. For rebates
or subsidies, if the giver giving g;, receives a rebate or subsidy@d;) (with ri(0)=0), this is
financed from the taxest; (perhaps, for tax rebates, by a transfer to thenre tax fund for
leaving other things equal), this amodant is diminished by this amount(g;) when it is

transferred to the poor, and the poor’s benefittdube giftg; is onlygi—ri(g), which is the

% This conclusion in the presence of warm-glows isdals with the views of Bernheim (1986) and
Andreoni (1990).
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cost to givei. The poor receive, on the whobkeg+2ti—2ri(g)=2[g—ri(g)]+ Zti. All is

identical to giveii deciding to giveg, =gi—ri(g). In all cases, since the taxes do not change,

the same result holds if they are not lump-$tm.

Of course, if grants, rebates or subsidies asntind, in total or in part, from outside
this system, and one forgets about their cosf, theigivers suffer from “gift illusion” and
forget about this financing and its effects, ottemults obtain, with generally increases in the
gifts.2” Then, such a given amount generally enrichesetbeivers more when it is used for
financing matching grants, rebates or subsidie®asing with the gift. In these cases, the
cost for the giver differs from the correspondiranéfit for the receivers. This raises, for
concerns about gift or contribution in themsehtbs, problem of whether what matters is the
giver’s actual sacrifice, or the increase in therfgobenefit due to her action, or both, or some
combination of both. This choice may more or leffeidaccording as whether the issue is the
gift g or the contributiort;.?® It may also depend on who evaluates (the givesetieor
someone else — relevant for induced warm-glowsRarédto efficiency). The results may also
depend on the hypotheses about the origin of thesfgpossibly part exogenous and part
endogenous, etc.). They include the determinatigdheooptimal subsidy or matching-grant
schedules. The same remarks hold for moral effigi€along the lines of sections 11.2 and
11.6.4).2°

[ll. SOCIAL-MORAL REASONS

% This is the reason of the result of Bernheim (3986the case of “pure altruism”. Andreoni (for
lump-sum taxes and proportional subsidies) seelstheebeneral logic for the case of “pure altruism”
in 1988, but obtains in 1990 a different resulttfer general “impure altruism” case because hesgrit
(p. 469) that the warm-glow is concerned with thdividual giftg; rather than withy;-(1-s) — wheres

is the subsidy rate for individuat, which is both the cost for the giver and thedfi for the

receivers if the subsidyg; is financed from taxes and hence deduced frongdkrernment’s transfers
to the poor. This assumption probably results ftbenthree hypotheses that the individual thinks tha
the poor will receivey, the subsidg g is given from outside as manna from heaven, aaddlevant
base for warm glow is the poor’s bengfithence not reduced by the paymens gf by taxes) and

not the sacrifice the individual incurs for it €)-g; — for the items the individual is responsible for
(i.e. nott). This is at odds with the assumptions of bothattiele of 1988 for pure altruism
(concerning the financing of the subsidy), and & meentioning a warm-glow for total sacrifige(1—
s)+t;, with the neutrality resulting from the presené¢he taxt;.

*"The givers do not “see through” the governmenigetiéh the expression of Boadway, Pestieau and
Wildasin (1989).

28 For instance, more weight may be put on the avshk giver for the contribution=g;+t; than for

the giftg; by itself, because this cost is emphasized whemdlevance of the contribution is justified
by the argument that the tax paid should be incude

% The effects of all these questions are shown ilmK&008b).
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I11.1 General issues

I11.1.1 The solutions

People commonly give to fight poverty for reasoasewhat elaborate, of a moral or social
nature, often referring to hypothetical counterdatsituations, that make them avoid the
public good problem (this differs from a directerdnce to the satisfaction of some
preference). These reasons are considered inettti®is which presents four types of them:
putative reciprocities, “Kantian” reasons, lateediprocities or moral matching, and social
contracts. Putative reciprocities apply to givimdyo(not to other public goods), essentially
discard issues of cooperation, and, indeed, argesanf a duty or propriety warm-glow and of
altruism. The other three types are reasons gimeodoperating and apply to all public
goods, although characteristics of the poor’s welfatervene in their application
(importance, both private and public provisionlasge number of givers). They also lead to
warm-glows of giving or contributing due to dutyppriety or avoidance of guilt or shame.
Each type has subtypes (generally two). They belortige family of social moral
“mechanisms” that aim at transforming uncoordinateividual behaviour inducing
inefficiency into Pareto-efficient unanimity, stedi by philosophers as with Kant’s
“categorical (i.e. unconditional) imperative”, Hulméconventions” (with a clear view of the
public good problem), and Rousseau’s “social catitnahich transmutes individuals into
citizens implementing the “general wiff®. Remarks about the sequential aspect will be
added.

Paradoxes continue to abound, such as the fdowiolg ones.
1) The punishment paradoAn explanation of cooperation could be sequegiiahg, which
is the actual situation. Givers punish an altraigtver who gives less than at some “folk-
theorem” equilibrium by giving less next time, th&tin fact they punish the poor who

receive still les§' Moreover, this punishment affects all other afttigigivers for this non-

% See Kant (1785) and a perceptive overview by NEf91).

%1 For example, most people are sorry for the surfteof the poor whatever their nationality, but ther
is an implicit agreement that, for the main paaghrenation takes care of its own poor. Then, iln@hi
neglects its poor, the US can retaliate by cuttithgvelfare programs and banning charities in
America.
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excludable public good, and the action of any sigiakr relative to the large number is not
actually felt.

2) The lateral reciprocity paradoxX_ateral reciprocity is reciprocity with the other
contributors or givers. It is expressed as: “I| giweontribute given that the others give or
contribute; | provide my fair share, given that tikers provide theirs”. However, the only
way to be sure that the others give or contribsithat they be forced to. Then, to begin with,
these contributions cannot be gifts, from the d&din of a gift. Moreover, if all participants
have the same motive, the constraint on them isctoially binding because they know the
others contribute. Yet it is reached, and it isassary in order for the others to be sure that
each contributes. These transfers are both foneédrae. They are jointly gifts and taxes.

3) The Kantian paradoxThe Kant-like meta-rules are: “act as if othergeddhe same” (folk
Kantianism) or “follow a rule such that you coul@nt the consequences of everybody
following it” (Kant). If people choose in this wdyy maximizing their own different utility
functions, a priori this leads them to choose déifi¢ acts (even depending on individuals’
specific characteristics) or rules. An individuadstion and the assumptions of each other
about it are, a priori, all different and inconeist®? The outcome is generally not Pareto
efficient.

4) The large number free-riding paradokhe absence of free-riding is favoured by a larger
number of beneficiary contributors in an importelaiss of cases — contrary to common
views. Indeed, no matter how small a moral motoregiving such as the shame of shirking, a
sufficiently large number of givers makes it effeetwhen average compassion decreases
faster than the logarithm of the relief of poverty.

The Kantian paradox has two families of soluti@mm)sistent teams and consistent
rules. The fully Kantian solution, teams, is ficsinsidered. We then present briefly the theory
of rules, which also applies to lateral reciprogaynd to pricing or taxes). Then we consider
the social contract ethics, an application of tieoty of the core for non-excludable public
goods* Putative reciprocities are finally discussed agmarks about sequential giving are

presented.

%2 Moreover, some purists would regret that, thea ntieta-rule does not apply to itself (a self-
referential inconsistency): an individual who caless being such a Kantian while considering that
everybody is assumes that individuals have botlsénge and different acts or rules.

¥ Kolm (1987). The Foley core is a priori for exchle public goods (or is the very particutar
core).
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I11.2 Kantian teams

“l do this because imagine that nobody does il \®&ry common “reason” provided for
contributing to a large spectrum of public goodsisTs, for instance, the main reason people
give when they are asked why they vote in largetigles (thus, it permits democracy) or
abstain from polluting public places. It is alsarooon for helping. It amounts to acting as if
everybody imitates you. This counterfactual angttégrirrational reason is a main basic
mental structure that permits societies to stand'is “generalization principle” was
hypostasiated by Kant into the meta-rule of higégarical imperative”: “Act as if you could
want the principle (rule, maxim) of your actiontde followed by everybody”. Helping the
poor, a major moral objective and a contributiom teniversal public good is certainly an
object of this injunction. Indeed, Kant providepkoitly the example of helping people in
need. A rule may a priori make individual giftsaamtributions depend on characteristics of
the giver or contributor.

The noted Kantian paradox implies that the in&tiadron of the Kantian principles
requires the a priori introduction of more unanynithis can be done by demanding a

common evaluation or a common rule. This will poevefficiency®

The standard meaning of utility functions is theyt represent individual tastes, and
Kant insists that moral conduct should not depamnthe particular tastes of the actor. Even if
the preferences they describe are also altrutsii, for Kant, also belongs to the category of
tastes (“inclinations”) and not to rational monaliKant’'s expression that “you could want the
result” also suggests that this result is not the that one prefers with one’s utility function
since it seems a priori that “could”, in this coriteshould refer to a moral-social evaluation.
In fact, it would seem inconsistent that Kantiatoes; who act according to a moral-social
reason, would not also evaluate according to a lkso@al value. The most direct such

consideration is that they judge with the sameadaeelfare function, in the present case of

* Rules or acts defined with discreet parameters feitv values may avoid the paradox. An instance
is given by the choice of voting or abstaininga(ifule also includes the nature of the vote, thetida
ethic demands voting non-strategically). Kant’'s awamples are of this kind, for instance the choice
of not lying or lying (without statement of conditis or circumstances) or of aiding other people in
need or not. But this often does not suffice tedaine the precise action — for instance the amount
given.
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form (1) with individual utility functionsu' which are a priori of the most general form (34).
35,36,37

The relevant aspects of a rule are its consequeneethe resulting choice of giit
for each individual here. Then, the best rule, as judged by all suaftign individuals, is the
(or a) set ofy that maximized). Each individual chooses her ognbut theg; of the set that
maximizesl are determined jointly. However, tige are independent variables, and the
solution can be obtained as the (relevant) equulibrof a Cournot-Nash game in which each
individual chooses hey that maximized) for given values of thg; for jzi. Given the

structure of functio, this satisfies Pareto efficiency.

However, distributive taxetscan also be chosen. Notikg, =dU/dg andU, =dU/t;,

the forms ofu' andU entail, withc=g;+t;:
Ug =U, *ai (44)
with

ai=Ai Ul +Zj A u} =0U/0g;. (45)

For theg; andt; that maximizdJ, with the foregoing assumptions,

U, <0 with sign = ifg;>0,

U, <0 with sign = ift;>0.

If the uj, and Ué. are not assumed all zero, for the seg;@indt; that maximizel, o;z0
except fortuitously. Thek) M andUti cannot both be zero. Hence of the gifand the tax;,

if one exists it crowds the otheut at the highest). Specifically,t;=0 if a;>0 andg=0 if

% A set of individuals with the same objective fiionthas been called a “team” by Roy Radner.
% Tastes intervene, then, but not in a self-centesgg In an elaborate work, Bordignon (1990)
considers in particular individuals who evaluatéwtheir own different social evaluations, each of
which assumes that other people have the evalsatblity function (tastes) and is, then, utilitami (it
could also be a more general aggregation funcliwrinstance a maximin which would demand
ordinal utilities only). The outcome is not Paretécient (it is compared with an inefficient padial
provision). Brekke, Kverndokk and Nyborg suggestleation with “social welfare as | perceive it”
without further precision or conclusion.

%" Then, the Kantian principle demands that individuaveal their preferences to the others.
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0i<0. The case;>0 occurs in particular iﬁig>0 andué_ =0 for all j#i; this is another aspect
of uig >0 permittingg;>0. If a;=0, which can be seen as non-fortuitous only utizker
“classical” assumptions implying‘g:ué_ =0 for allj, g andt; may both be positive; in fact,

they are substitutable in all respects (anbgi+t; intervenes); this amounts to individual

freely paying her distributive tax. In all thesenddtions, u. and ug play no role.

111.3 Rules for Kantianism, matching or taxes or prices®
[11.3.1 Thelogic of rules

Individuals’ choices that lead to Pareto-ineffigienlutions need to be constrained by rules,
followed voluntarily or by force, that make thesdividual actions produce a Pareto-efficient
result. Since the choice between the Pareto-effidatcomes is that of a distribution between
the individuals, the rules in question should beutlthe distribution. The comparison is
basically between individuals two by two, but thét of pairwise comparisons and the rule-
constrained individual choices should be consistEnis leads to the theory of consistent

rules.

Very generally, denote ag] z something which is chosen to apply to individyal

andC,0C a sufficient set of characteristics of individidor each of individuals. For
simplicity (sufficient here) the functions introdedtare considered to be one-to-ongoint-

rule for choosing thé z is a set oh functionsz=r(C;), one for each. A (binary)
comparative rulesays that for a given, there is a correspondizg-R(z, C;, C))= ,oij (z). For

instance, iz holds, then it is fair tha has this value, for some comparison describedhigy t

* The determination of Pareto-efficient rules fontibutions to public goods is analyzed in Kolm
(1970a, 1970b) for application to taxes and fregridoutions (with emphasis on linear rules), and by
Bilodeau and Gravel (2004) as a theory of (halapfan ethics. Lateral reciprocity is analyzed by
Sugden(1984) and Kolm (1984). The former proposésstudies an elaborate rule of individual
“effort” depending on others’ efforts, with a reiswhich is not non-fortuitously Pareto-efficienta(*
most unlikely coincidence”), basically becausedbénition of the comparison of efforts cannot
adjust for this purpose (the rule may be fair Butat for a fair sharing of all the surplus). The
comparison with consistent rules is an instandb@@reat divide of principles of fairness: thdsat t
generally prevent Pareto efficiency and thosedhatconsistent with it (and often permit it by $oty
the question of the opposition of interests).
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rule of comparative fairne§8 Such a comparative rule defined for all pajis is logically

consistentf, for all i, j, k, denoting as 1 the identity function,,aii =1 andpij opli =p,i<

(transitivity), which impliespij o,oij =1 (symmetry). Then, for eaah there is a set={z} of n

z corresponding to it by this rule. This set is eqiently parametrized by any of is or by
theZOZ of an added hypothetical individual of characterisCOC . In all cases, sinaé=z
andC=C; for anyj is possible, one can wrig=R({, C, Ci)= p, (¢) for alli. Denote ag={ p}
the set of the functionsg. For any giverg, the point-rulez=p(() is aspecificationof rule p.
If individual i has a preference over the seescribed for instance by a utility functiti(2),

then the (or a) specification of the rig¢hat maximizedJ;, defined by;=arg maxU;[ o({)],
C

is individuali’s preferred specification of the rulé rule issocially consistenf all the
individuals have the same preferred specificatign{” for alli. Such a rule, both logically

and socially consistent, is simpipnsistent
[11.3.2 Three applications

This has, in particular, three types of applicatiqil) Thez can be allocations, taxes, etc.,
imposed to individualsaccording to some rule (for instance of fairne§)In lateral
reciprocity, if each individual chooses thga=r(C;) of a given point-rule or her preferred

z=p (") of a given consistent comparative rule if allathdo the same, these point-rules

may hold (given the noted particularities in imptartation). (3) With half-Kantian
individuals who choose by maximizing their utilgighe Kantian paradox remains if each
chooses a point-rule or a comparative rule, btitwrins out —, for contributing to a public
good, not if they choose their preferred speciforadf any given consistent rule (if the

solution is uniquef®

[11.3.3 Rulesfor public goods

% Such a comparative rule commonly results from skime of egalitarian comparison between some
function of the pairsz, C)) and g, C)) (“justice is equality”, and the concept of eqtiatefers to a
comparison between two individuals).

“%In the few examples provided by Kant, the ultimatierence of an individual is in fact sometimes
unambiguously her interest, for instance with thle of aiding the needy because it implies that one
would be helped when in need.
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Applying these concepts to the financing of a pugbod,z R is individuali’s
contribution, gift or tax (depending on applicafipandZ=%z is the cost of the public good,

taken as the public good itsel.(.g.). Consider a logically consistent raeo((). The( R
can be in particular any of tlze(theng for thisi is the identity function). Functionpij are

normally increasing, which we assume. Then, fumst@({) can be taken as increasing and
parametel can be replaced by any increasing function offitsith a corresponding
contravariant change of functiopgl). We haveZ=2z=2g(() . Inversing gives the
increasing functio(Z). Then,Z can be taken as a particufarand functions(2)= g [C (2)]
aresharing functionghat give each individuals contribution to a given level of the public
goodZ if the comparative rul@ is followed. The comparative rule between contiitnsz is
thus translated into the correspondsigring ruleof the cos of the public good for any.
With Z=Z/n denoting the average contribution, functian<z )=s(nz) use homogeneous
variables and provide trgeviations from averagef each contribution for each average,
0i(Z)=0i(z)—-z with 2;(Z)=0. The rest of the section considers the casepaiblic good,

which can in particular be the poor’s income.

I11.3.4 Pareto efficiencies

Consider increasing utility functions of individsal u’ (x, X), with x=yi—z andx=y+Z, Z=5z,
a logically consistent rule=p(2), and givery; andy.** Denotev'(x, x)=ul,/ul, V/(Q)=V[y—
p(0), y+Zp(Q)], and(; the preferred by individual, which satisfies, with a differentiable

rule o(¢) and for an interior solution,

—u; P (G)+ Uy o' (€)=0
or

V()= 0 Q)Z 0} (@), (46)
Zi=%;0(¢) is the level ofZ preferred by individual for the ruleo({) (Z can also be taken as
parametel, with g({)=s(2)).

*! The presence ofis for application to the poor’s income. For anskard public good, a prioy=0. In
the various interpretations, eaghmay be a tax (without gifts, arydandy are the initial incomes); or
it may be a contributiof=c; and thery,=X;, y=X, and individual freely providegi=c—t; if there are
given taxed;; or it may be such a giff and thery=X—t; andy=X+1; if there are given taxds
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The condition for Pareto efficiency for interiaigtions is
SVi(yi-z, y+2z)=1 (47)
for the actual choices of the It is in particular satisfied by the maximizatiohall u' under

the rulep(Q) in the two following cases.

1) The rule is consisteriBilodeau and Gravel, 2004, for “Kantian rules”).

Then, indeedZ;=", the same for all z=g(Z") for alli, V=V/(Z"), and, adding conditions
(46) for alli, condition (47). Therefore, if all individuals @&gron (or are imposed) a rule of
fairness such that, when this rule is followedirtkelf-interest leads them to prefer the same

outcome, or to choose individual actions that gpoad to one another according to this rule,
the result is Pareto efficient.

2) The linear case
That is, the two following properties hold:

(1) The rule is linear,

p=ai(+b (48)

with constang;>0 andb; for alli (this includes, in particular, th@oportionalrule wherey=0
for all i, that is, thez are in given proportions — for example thare proportional to some
income of the individualg they; or others —, and in particulagualityor duplicationin
which all thez are equal).

(2) All utility functions are quasi-linear ix i.e. have a specification of the form

U'=g; (4)+X.
Then, indeed,

V=1/g" (X)=1/¢'; (y-al-b), (49)
condition (46) writes

VIG)=1/9; (y-ali-b)=ai/Za, (50)
and, adding conditions (50) for all

SV(2)=1, (51)

the condition for Pareto efficiency of theyi—a;{; . Note that, a priori, thedg are
different for the different and these do not correspond to one another according tottlee

(the result is not a specification of the rule).

*
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The consistent rulesfor given functionsu' have to satisfy the equations
V(=P (T)Z P (T). (52)
Thesen equations can in general determine (uniquely oymeeal number parameters. By
symmetry, each is a parameygiR of one functiona(¢). However,{* can a priori be

chosen arbitrarily and hence this set,a0é determined up to a parameter. Therefore, the
consistent rulep are of the formp=f(y;, {) for an arbitrarily chosen two-variables functipn

and then functions (52) determine tlog

Any Pareto efficient solution can be obtained bgsistent rules. I is this state, such

a rule satisfies, in particulago(¢*)=z and thep'; ({") are proportional to thef (2).

I11.3.5 Consistent linear rules

The simplest rules are linear,

p=al+bi (48)
for all i with constang;>0 andb;. Then, equations (52) become

V(y—a L by, y+ U Sa+Eh)=ailza,. (53)
This implies

al =viza (54)

which means that the sharing of the amo{inta; follows the Lindahl rule. The total amount
Z" =" Ya+3b is divided into two parts, one divided into arhity fixed amount®; (but a
priori b; 20), and the other allocated according to the Lihdalle. However, there are two
typical cases in which, respectively, ther theb; are given, and the others are determined
by then equations (53). Denote={a} and b={b;} the vectors of the andb; respectively.
These two cases are denoted by functagbsandb(a) where, respectively or a are given
anda orb is a function of it given by equations (53). Lildiaolutions are(0), with given
b=0, hence @roportional rulez=a( in which thez=a,( are in the same proportioas

determined by these equatidfis.

“2 A Lindahl solutionz” is reached by the proportional rule withk Zi* and¢=1.
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The choice of the givelmor a depends on the specific problem. The indetermasaci
due to the a priori choice of arly are that, for solutiona(b), thea; vary inversely
proportionally tol”, and, for solution(a), if " is augmented by any numbg8eachb; is

diminished byfa;,. Givena; or b; can be related to characteristics of the indivisiuar be
equal. For instance, the givapmay be some income of the individuglspossibly
augmented or diminished by some other paymenttfadindahl part of the contributions
are proportional to it. They may be equal and pite\an equal Lindahl part of the payments.
The givenb; may be equal (of any sign), giving the “equallgaented Lindahl solutions.”

Forn=2, any linear rule with unequalis identical to a rule of this category.

One can also consider linear sharing rules

z=p=5(2)=aZ+p (55)
with given a; (a priori >0) andg;, and, sinc&z=2, ¥ a; =1 andx 5;=0. For a consistent
such rule all individuals preferZ=Z* such that

V(Y —aiZ* -5,y +Z) = a;, (56)
and henc&vi=1. The financial transfers consist of two parissti-there is a balanced
redistribution of income in which each individuakceives the amount; 20 (receivesg; >0
or yields —-5; if S;<0) with Z 5;=0. Second, each individual contributes to therfomag of
Z* with a; *=y'Z* i.e. according to the Lindhal rule. Equations (68 determin&* and,
for instance, the; for given S, or the B; for given a; .** Lindahl solutions correspond to
given ;=0 for alli. A priori equala; give the §; that permit equal Lindahl payments.

Given a; may be proportional to some characteristics ofviddalsi.

Consistent linear rules are the consistent rulds tive smallest number of parameters
(2n in general) that permit reaching any Pareto effitsolution with quasi-concave
preferences. For such a staté suffices to choose a consistent linear ruldhw{(*)=z and

a; proportional to th&/(Z*). In particular, these rules can be sharing rlesh the aj

proportional to th&/(Z*) and 2-2 independent parameters).

5 a=1,%4=0 and then equations (56) related a priori By,=1 constitute+1 a priori independent
equations for determining* and either ther, given thes or thef given theq:.
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Since Lindhal solutions are often considered; fiossible to present consistent rules
as a generalization of them. Lindahl solutions espond to proportional consistent rules:

p=a;¢ or a; Z for alli. There are in fact successive levels of genettadizaconsistent linear

sharing rules with possibly non-zey®, a priori given or more generally; consistentéine

rules witha(b) which provide, in a sense, a Lindahl solutiomirany given poinb rather

than from the particulds=0 only; consistent linear rules in general (notakith a(b) or

b(a)); consistent sharing rules or consistent rulegeineral. All these cases lead to Pareto-
efficient unanimous choices. The drawback of Liddatutions is that they impose a
particular distribution (or particular distributien By contrast, as we have noted, any Pareto-
efficient solution can be reached by consister@salr sharing rules, and by linear such rules

with quasi-concave utilities.

I11.3.6 Particular structures

When the a priori given structure of the rlbas less than independent parameters to be
determined, the rule cannot be consistent in génEna includes, for instance, equatd,
equal final private income obtained with rajey,—(, contributions proportional to given
incomesz=y;{ or to any other characteristics. This is a drawlsacce such rules are

common.

However, similarities in the utility functions ap@ossibilities. If the functions' are
ordinally the same, denoting a® common specification,
u'=u(x, )=u(yi-z, y+2), (57)
equations (52) or (53) can determine the va]uef a parametef if the n equations are the
same. With such same, the only remaining difference is that of theThis difference may

be eliminated in three ways, two of which with mepecific given structures. Denotev for

alli.
1) The chosen contributions equalize the remaimogmesz =g =y,— for all i, and
v({", Y-n{")=1n (58)
whereY=%y;+y is total income.
2) If they; happen to be the sanygsn, equalz=( provide the solution, with
v(n=¢", y+nq’)=1/n (59)
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(Laffont, 1975).
3) If functionu is quasilineary=x+w(x), v=w (xX) and an additive rulg=b;+ gives

W (y+Zbi+nZ" )=1/n. (60)

With a strictly quasi-concave increasing functiprequations (58), (59), (60) have a
unique solution” (equations (58) and (59) amount to maximizing fhisction under the

linear constrainhx+x=Y).
[11.3.7 The three applications and the public-good specific unanimity-efficiency implication

If the z are taxes or tariffs for financing the public gppdesenting the rule in the form of the
sharing functionz=s(Z), shows that consistent rules are payments thdtd# individuals to
prefer the same level of the public good. Conststales constitute the general form of the
spirit of Lindahl pricing (which is the proportioneonsistent rule). They permit reaching all
the Pareto-efficient solutions (whereas the Lindald determines the distribution(s)). Linear
rules are sufficient for this and constitute thedeules that permit it with the smallest
number of parameters. For lateral reciprocity (inigitg) or half-Kantian conducts, the rule
may be a social moral norm or convention; there begiven taxes but, with consistent

rules, they are not necessary for Pareto efficiency

Consistent rules for contributing to a public g@vd the social mechanisms that
associate Pareto-efficiency and unanimity abouthuece of the good: with such a rule
unanimity entails Pareto efficiency and, conversahy Pareto-efficient outcome can result
from unanimity under such rules. Consistent ruleshis by endorsing the distributive
guestion which makes individuals disagree abouthwéce of a Pareto-efficient solution, by
the comparative fairness they imply.

Moreover, consistent rules are the mechanismsasésm Pareto-efficiency and
unanimity in this way that ispecific to the public-good structurdeed, assume that each

individual utility depends on thg not necessarily through their sutaZz but possibly more

generally, ad)'(x,2) with x=yi—z andz={z}. DenoteUi(i =oU' 10%; Uij =9U' /0z; and
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Vji =Uij /Ui(i . Let o(C) be a consistent rule with a unique unanimousiéfgsred=_C*. Then,
with z=p((), for each and interior solutions,
5V! ' (69= P (). (61)
However, each;s a public good and the corresponding condit@mrPfareto efficiency is
z,-vji =1. (62)
Conditions (61) imply non-fortuitously condition82) only when, for each thevji are the
same for alj, vji =V'. Then, indeed, conditions (61) impy/=1, that is, conditions (62). This

implies that, at least marginally, th depend on thg by their sunZ=%z, and hence this

externality has the structure of a public good.

I11.3.8 Ruled deviations

For z that are quantities, a ru%() is deviationaland denoted aﬁ(Z) when p (0)=0.

A statez' is a ruled deviation of stazfor deviational rulep (z, Z) when

2'=z+5 (2 ) for somel .

A basic property isf a state z of individual contributionsts a public good is
unanimously (weakly) preferred to all ruled deweats from it for a given deviational rule, it

is Pareto efficientThis holds whatever this given deviational rde i

Indeed, lez and o denote this state and the given deviational fede.each
u'=u'[yz-5 0 ), y+27+2 B; (2. 0)]
IS maximum atZ =0 if, for an interior solution and denoting; (Z,Z):a O (Z,Z)/ 0 Z :
—u; - ' (z0)+uy-Z 2’ (z,0)=0
or, if Z p'j (z,0%+0,
V(x, )= 2 (z0)/z 7'} (20)

for xi=yi—z andx=y+%z. Summing up for gives
SV (X, X)=1,
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the condition for Pareto efficiency.

The concept of ruled deviation, and this resydpli@s to the fields of half-Kantianism
and of lateral reciprocity. It demands one to cleoastate such that nobody prefers its

variations according to some given rule. Then eadilviduali provides heg of this setz.

The rule o (z, Z) can be, for instance, proportionﬂlzaiz with n numbersy; and

V=ai/Sa. Thesen; may be some income of individualsx=y;, X, X; (ort;). They may be
equal, corresponding to equal deviatignswvith V' =1/in. They may also b, corresponding

to proportional deviationﬁa=Zzi, and tozi:viZz,- which is the Lindahl rule.

[11.4 Social contracts and shame of shirking

A social contract is the technical name for an ioiplinanimous agreement the realization of
which is a moral demand or requirement becauskeeoiimplicit freedom in the choice. Doing
one’s part of this contract may also be supported Kantian rule (or as lateral reciprocity).
This agreement may be implicit for various reasong, of which is the large number of
contractors. This applies in particular for conitibg to a non-excludable public good
concerning many people, such as the poor’'s welldegertheless, abstaining to contribute
saves this amount. However, in a full rational tyeaf this (implicit) agreement, the
advantage of free-riding depends also on the gtkeple’s reaction. Yet a relatively small
individual in a large number certainly thinks thia¢ others continue to cooperate and
contribute, and she free-rides their provision. &#wless, two effects may check this
advantage of abstaining. First, the total amouavipled may decrease, even given all
adjustments to this situation. Second, there msy laé some psychic cost of shirking caused
by the shame or guilt of not abiding by the sooraioral norm of cooperating (possibly also
favoured by other people’s expressed or imaginddgment) — especially for such an

important and moral objective.

The issue is individuals’ free choice, and théitsgAn idea of the result can be
obtained simply by the considerationroindividuals identical for the relevant purpose thVi
full cooperation, each givegn) and the total amount G(n)=ng(n). They are assumed to
have quasi-linear utility functions which can bkem as
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u=v(G)-g, (63)
with a smooth functior, v' >0 andv" <0.** If all n individuals choosg cooperatively, thig
maximizesu or n uand hence satisfies

nv'-1=0 (64)
if g>0 ornv'—1<0 if g=0. Since function/' is decreasing, such@ng>0 is an increasing

function ofn.

If an individual decides to stop cooperating,tfishe gaing(n). Her relation with the
others become non-cooperative. A result of therthebthe core for non-excludable public
goods is that if the givers are partitioned in&eaof groups cooperating within themselves
(coalitions) but not with the others, then, withagiilinear utilities, at a Cournot-Nash or
Stackelberg (with a leading group) equilibrium oaohe group gives and it gives the amount
it would give if it were alone, and this is the gpowith the largest such amount in the
Cournot-Nash casB.With largen, an individual’s defection probably leaves the others
cooperating between themselves (and, in a hon-“egséduation, they have no interest in
giving less for the purpose of punishing the digsgnThen, since, G(n—1)>0 andh>2,
G(n-1)>G(1), the dissenting individual does not give (sha full free rider) and the others
give G(n—1). The total amount given passes fréfm) to G(n—1). A choice to free ride is
meaningful only ifg(n)>0, which impliesv' =1/n from (64). This creates, for the free rider
and largen, a loss of

V[G(N)]-V[G(n-1)]= V' G'=G'/In=(g+n g')/n=g/n+g". (65)

The advantage of free riding is, therefore,
r=g-g/n-9' -s=(1-1h)g—g'-s
wheres is the psychic cost of the shame, guilt or repnoafcshirking. Whem - o,
r=g—g'-s. (66)
The casg - « is excluded (would it only be because of givengdmes). Hence
g(0)=y>0. This impliesg’ ()=0 and, thereforg(co)=y-s. If y=0, r(c0)<0 for anys>0:

whatever the positive moral-social cost of shirking matter how small, it prevents free

4 Functionv is defined as(G)=V(X+G) whereX is the poor’s income without these gifts. Moregver
if there are given distributive taxes, thesmay represent individuals’ contributions and tifesgre
these amounts minus the taxes. These taxes maygerlbe necessary for achieving Pareto
efficiency.

5 Kolm (1987).
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riding for a sufficiently largen. However, a normal caseys0. Then, for large, there is free
riding or not according ags. In this case, condition (64) writes, when o,

V' (ny)=1/n or V' (G)=y/G,
which integrates as

V(G)=y Log G+c (67)
for a constant. This means that, for a large number of giversymassion diminishes like the
logarithm of the relief of poverty, as a kind of Wée-Fechner law of charity. A general result
is that when compassion diminishes faster thatotarithm of the relief of poverty, any
morality, no matter how small, suffices to indu@mple to give if their number is sufficiently

large.

More precisely, deriving equation (64) fogives
(E9+1)EY +1=0 (68)
whereE9=ng'/gandEY =GV"/V' are the of elasticities of functiogn) andv' (G)

respectively. Sinc&€" <0, one should hav&9>-1 org+ng'>0. Denote as=lim EY and

n- oo

b=Ilim E9. Then,

N- oo

1+(14b)a=0. (69)
with a<0. Therefore, for large, functionsv andg behave respectively as functions

v=a G2+ with —1<a<0 (70)
or

v=y' LogG +cif a=-1, (71)
and

g=y' n° (72)

with constanti>0, y' >0, 3 andc.

The casd=0 corresponds ta=—1 with y'=y>0. The conditiorg(e) < oo impliesb<0,

andb<0 impliesg(e)=0.

[11.5 Reciprocities, putative reciprocities (an oveview)
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Other explanations are specific to giving (ratthemt applying to any public goot.
Sentiments in the family of reciprocity provide soof the most important motives and
reasons for giving in general. They intervene hetbree forms. Lateral reciprocities are
particular in that they are between co-givers. p@gity is in general between givers and
receivers. Yet it may be actual or, importantlytgbive, that is, by imagining gifts from the
receivers. A basic fact for the present purposledsthere are two genuine reciprocitarian
motives (that is, apart from simple sequential exgje). Thédalanceor matchingmotive
induces a return-gift that matches the gift orlggthes a balance between both in some
sense. This motive is non-altruistic and hencetesea warm-glow supported by a sense of
duty or propriety, as a norm, with possible praisblame of other people, which can a priori
be a cause of non-crowding out of gifts. By coritrag theliking motive the receiver comes
to like the benevolent giver and gives her for tieison: this is simply creating altruism.
Moreover, simple reciprocity extends irgeneralizedeciprocity by which one tends to help
if one has been helped even by other people, dadewersereciprocity by which helpers
tend to be helped even by people other than thmsehave helped.

Helping the needy for a reason of actual recipyomtcurs in non-static situations: one
has been helped in the past, someone presentlyhpsdrelped, or one wishes to be helped in

the future if circumstances come to require itaBué reciprocity is more important.

A number of explanations of giving are based givar’'s experience when she
imagines she is in the poor’s situation. The musightforward consists of empathies, which
are a source of altruisf This substitution is also implied in the standar “Do to others
as you would like others do to you” which, if itapplied to demand helping the poor, implies
“if you were poor” and, perhaps, if the poor wea.rA further elaboration is based on the
giver’s imagination of the permutation of the sttaa of the two persons. This permits
sentiments of reciprocity although one of the gitures of giving is just imagined. The reason
becomes “I give to her because she would have dgiveme if our situations were reversed”.
It is not unfrequently heard, and still more sonk includes the two casesesttended
reciprocity. Applied putatively, they give the reas: “I help her because | would have been
helped (by anybody) if | needed it”, or “because slould have helped someone in need

(possibly not myself) if she could”.All the propied of the relations of reciprocity also apply

6 See Kolm (1984, 2008a).
" 0On the various types of empathy, see Kolm (20068
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to putative reciprocities. The motives can be dbsdrby the structure of utility functions.
Reciprocity is concerned with gifts but, in the g@rt question, this can be eitigeor the full

contributionci=gi+t; (then the actual gify; adjusts to the taxes).

In putative balance reciprocity, gdtis determined as a return-gift to the gift
received in the imaginary reversed situation, arngl considered to be symmetrically chosen
(or similarly for contributions;).*® The solutions of this “reciprocity game” can be
“dominations” in which one of the parties is a &&lberg leader. Yet, the spirit of “balance”
may prefer the “equilibrium” solution in which itakes no difference whether one giver or
the other is the first or the second to give, whiaplies a solution of the Cournot-Nash form.
The sentiment of this reciprocity can be represkbiethe structure of the agent’s utility
function, and the choice described by the maxinonadf this function. This is done by
writing the putatively received giff as a parameter of this function, alongside thi@akke of
the chosen gift;, and this function can also have all the otheumrgnts previously
consideredx;, X, G, g;, G). In the “equilibrium” solution, individual chooses); while
assumingy; to be fixed. Therefore, all the consequencesdi¥iduali having a direct
preference about her gift previously discussed apply to this case. Putdtalance
reciprocity reinforces the various motives for ogrdirectly about one’s gift by adding praise
or praiseworthiness for providing a matching giith possible aspects of fairness, norm
following or gratitude, and aversion to blame, béavorthiness, guilt or shame for failing in
this respect (this can also concern contributipbut we have seen that this is less interesting

for explaining giving).

Hence, putative liking reciprocity creates or femes the public good problem,
whereas putative balance reciprocity is based dntarpersonal relation that a priori does
not raise this problem. However, the assistancgsatte balanced may be relative to the
parties’ needs, and the poor’s needs depend areéidved from other people or fiscal
transfers, which reintroduces the public good pFoblGratitude has aspects of both types of
reciprocity: it induces a sentiment of the likinigdk, but a return-gift that it may induce has

also an aspect of balance or matching. It cantedse some place in the putative relationship.

[11.6 Sequential giving

“8 The complete model, discussion and results fanarg reciprocities are presented in Kolm 2008,
part IV.
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Giving for fighting poverty extends in time, botleyall and in specific instances of
cumulative contributions to a particular aid. Tb#é have important consequences on its
realization and possibilities. Three types of issaee raised. First, we have noted the
handicaps of sequential collective giving due ®phoblems of punishing a co-giver by
giving less: it punishes the poor (and the othegizers) and it has no practical effect with a
larger number of givers. Second, in shallow warmag, sequential giving is necessary for
traditions, habits, imitation and example, anddwiing social standards and observed norms
of behaviour. Third, sequential giving associatés & number of the motives presented into
important giving processes. Each gift can be imfagel by observed previous gifts, and take
its influence on later gifts into account, for caamgtive giving (such as conforming or
keeping up with others), in lateral reciprocity andtching, by example, imitation or norm-
building, or for abiding sequentially by an imptiGiee agreement (with the possible help of
imitation or lateral reciprocity about this agreetm)eln all these cases, the observation bears
on some of the others’ acts only. Sequential giyiagnits lateral reciprocity or matching in
the cases in which individuals give even when etioa of the others only do (and some may
be unconditional givers). Guilt or shame of not chatg previous gifts may induce giving.
However, in cumulative contributions to specifid giving diminishes the remaining need
and giving less may induce others to give mordtm reason. These dynamic effects

combine in various possible ways which are notemesd further her&.

[11.7 Solidarity and sense of community

Propensity to help, in particular durably, is stylyrfostered by a sentiment of solidarity with
the beneficiary. This sentiment is closely relatethe sense of belonging to a same
community of one kind or another as the beneficadrthe gift and to the corresponding
“social distance”. There is in fact a spectrum afrenor less close communities of various
sizes, which induce more or less helping, formaitimily support to assistance in local,
professional or cultural communities, fiscal redlmition mostly in national communities,
and helping a fellow human member of the commumiitmankind. This has major
consequences. Alesina and Glaeser (2004) attribatwer level of transfers of all types in

*¥ The basis of sequential contribution in Kolm (1p8&fd Varian (1994) is followed by fuller
analyses by Admati and Perry (1991), Fershtan atziN(1991), Marx and Matthews (2000) and
Masclet, Willinger and Figuiéres (2007).
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the US than in Europe to a lower sense of belonginge same community as the bulk of the
poor>® Solidarity may entail preference for helping otydio help. It may enhance altruism

or the various types of warm-glows. It tends teddtice a discrimination between the poor
for each potential giver, depending on the comniesito which they belong. However, the
poor’s wellbeing remains a public good, and theesanlidarity for the same poor may a
priori concern many people beyond families and Vecgl communitites.

Conclusion

Motives of givers and voters are the necessarysludghe explanation of the fight against
poverty and of its possibilities, even though inifiestations also depend on institutions with
politics and charitable organizations, and on mjstbExplaining the gifts observed in the
presence of fiscal transfers is both importantgalf and the touchstone of the understanding
of these motives and of their effects and possi#sli The very simple device of comparing
the marginal conditions permits a discriminatinglgsis of the relevantly different varieties
of possible “warm-glows” and of their various eff@cAlong with the other motives, notably
those leading to implicit cooperations, this shawvsumber of puzzling results. Whereas
moral sentiments (altruism) induce somehow immusalllts (no gift), immoral sentiments
(vainglory, envy) induce moral acts (charity), oaty if they crowd out moral sentiments,
which undermines their own reason. The intrinsiciva of one’s sacrifice has no effect; that
of one’s gift is contradictory. A person ends upirgyg more if other people want her to
contribute less. Discarding people’s vainglory frima policy choice ends up extending its
influence. Obeying injunctions or traditions is gerely neither moral nor rational and also
precludes altruism. Rebates, subsidies and matgnargs have no effect on informed givers.
Giving if others give leads to taxing everybodyeTarge number of givers may help
checking free riding in various ways. Punishingjrigi co-givers punishes the poor. The
paragon of social and moral rationality, Kantianisnpriori yields incoherence and
inefficiency. When it does not, it is based, at aaig, on an a priori irrational rationale. Like

putative reciprocity and social contracts, it rel@ counterfactual reasoning.

*® A main obstacle to European integration is thatdinse of community, and the common history
that have built it, is at national levels, and reetransfers of fiscal responsibility to European
institutions would induce lower redistribution, whiis strongly resisted.

> Bilodeau and Steinberg (2006) provide an extersiveey of the role of charitable organizations.
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In the end, the explanation of gifts by the mow¥éwarm-glow” for being
praiseworthy or praised is handicapped, in thegmes of fiscal transfers which a priori tend
to be Pareto-efficient, by the very large numbepedple who a priori care about painful
poverty: it implies, indeed, that almost everybdiiynk that the poor have enough. Moreover,
sacrifice warm-glows are a priori powerless; attntibased warm-glows make the noted
difficulty still worse; shallow and external warnegrs and moral efficiency improve the case
but do not suffice; and responsibility warm-glowsply an intrinsic contradiction. Hence,
explanation by warm-glows seems to require fisga¥ernment and political Pareto-
inefficiency and be limited to its scope (if anghallow warm-glows inducing specific aid
may play a role, with their low level of both ratality (non autonomous and alienated
choices) and morality (not altruistic). Putativadaother) balance reciprocity applies to aid
only and provides a part of the explanation, butaiely with a rather limited scope. Folk
Kantianism can be present for all public goodsiarfdr aid, in spite of its peculiar
rationality. Rebates, subsidies and matching griaawe actual effects due to gift illusion.
Lateral reciprocity plays a role either with forefede tax-gifts or in sequential giving with
givers demanding less than full contributions & ththers. The shame of shirking an implicit
agreement also has a place (with the possibledfehpe large number of givers). The theory
of consistent rules of comparative fairness hekmagning efficient norms, conventions or

taxation.

The public good problem with standard motiveslteen pointed out for long and
only confirmed by later studies. Free riding, hoemVs not the case in many instances. The
explanation has to rest on the acknowledgemenpttle are also motivated by different
rationales. The possible reasons, particularly Vaithe numbers and for helping, are peculiar
and sometimes strange from an individualistic pofntiew, and are often of a social nature
(Kantianisms, lateral reciprocity, social contrastsallow warm-glows, putative reciprocity).
Explaining them would have to consider educatiosh @rtural formation and selection,
building on some general genetic background pdggifbrmed, notably, by group

selection?

>2 Group selection offers more possibilities thangsally said if it is not a priori assumed that
individual selection is infinitely faster (i.e.itfis a non-adiabatic process, see Weibull and
Salomonsson, 2006).
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Appendix A - Pareto efficiency for sub-populations

The relation between Pareto efficiency in the tegimes is a particular case of more general

properties. Lez denote a staté, the set of possible statds! (z the utility function ofany

I

individuali, andl, 1" and " sets of individual$. Say that=z" is strictly Pareto efficient

for the set of individualsi if z* 0Z and, for anyz' O0Z/{ 2"}, U'(2) <U'(Z") for at least one

i0l. Strict Pareto efficiency implies ordinary Parefficiency. Then, ifz" is strictly Pareto
efficient for the populatiori’, it is also strictly Pareto efficient for any pdaton 1" 01",

and therefore it is Pareto efficient for this paidn. Note that i#M{ U i}iEII’) is a strictly

increasing function which has a uniqgue maximunZat z*, thenz" is strictly Pareto
efficient for populationl ', and therefore for any larger populatibh(l1", and it is also
Pareto efficient for these populations. In parteyif || ' |=1 andl’is made of a single
individuali, both strict Pareto efficiency fdr and this uniqgue maximum mean a unique
maximum of functiorlJ'. This implies strict and usual Pareto efficienoydny population

including individuali. This can result from individuals choice ofz" in the sef.
Appendix B — Responsibility and information

In the real world, however, the responsibility issnay not be so clear-cut, and questions of
information may play a role. Social pressures amheénteriorized strong norms of giving
may attenuate the person’s responsibility for hier lgloreover, a person might sometimes be
considered having some responsibility for the distive taxes she pays. This happens if
these taxes have to result from a collective unansragreement (each person’s veto gives
her full responsibility for the whole of the outcenOne principle of public finance (“liberal
social contracts”), in particular for financing pretgoods, consists of imposing the outcome
from such a hypothetical collective agreement. tExpayer’s responsibility is lower if she is
only a voter in a vote requiring lower unanimitytlit comes back if she fully endorses this

system.

Moreover, there may be differences in informatdsoutg; andc;, for individuali and
for other people whose opinion influences her wgtaw. Differences in information may

not be relevant from a normative point of view, they are for actual preferences and
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actions. The giver generally knows her giftShe knows the distributive taxes she pays if
they are separated from the rest of taxes. Ifstaw,knows her direct taxes, may estimate her
indirect taxes, and may deritdrom an information about the share of the budiged to

help the poor (including by public education, sdixed health care, or other programs). For
the effects of the praise or blame of other peopléhe person’s warm-glow, they may just be
imagined by her, in particular for the case in vhticey knew what she knows. Other people
may also estimate the person’s gifts (she may kadasit them), and the distributive tax she
pays from some idea about her general taxes (pefh@amp her lifestyle) and about the share

of the public budget used for helping the poor.
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