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Notes

1. If v, represents the externalities experienced by all k individuals
as a result of an individual /'s consumption of the j™ unit of a good
s, then

X=Y Yo, 3)

where 1 is the number of goods produced. X is the perceived
magnitude of X.

2. For a discussion of the perplexing problem of defining and
measuring equity, see Wolf (1981b).

3. There is some similarity between my treatment here of the
demand for nonmarket activities and that of Buchanan (1969). For
example, his point about the “functional relationship between
quantity demanded and the ‘tax price’” is the same as my com-
ment about the negative partial derivative of D with respect to R.
But thereafter our two arguments (in both meanings of the term)
diverge.

4. Thus, dD/dY = 8D /8Y + (BR/3Y - 8D / 8R). The expres-
sion in parentheses is the indirect tax-rate effect of income changes.
It will provide a partial offset to the direct effect of income change
on nonmarket demand (8D / §Y > 0), because R / 3Y > 0, and
3D /&R < 0.

5. Note that m, differs from M referred to in the demand function
above: m; refers to the degree of monopoly enjoyed by the non-
market agency conducting the i activity (in light of competing
activites conducted elsewhere in the nonmarket sector or the mar-
ket sector), whereas M refers to the degree of monopoly in the
market sector.
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