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An experimental analysis of the Tiebout’s model in a decentralized system of public goods provision
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The purpose of the paper is to provide experimental evidence on the Tiebout efficiency-enhancing property in a decentralized system of public goods provision. Tiebout’s (1956) model shows that if a sufficient number of local communities exist to accommodate the different types of preferences, individuals could sort themselves in a way that provides the most desired allocations of public goods and taxes at the lowest cost.  The main Tiebout contribution, in the Samuelson Musgrave debate on provision of public goods, was to show that for local public goods a mechanism exists –i.e. voting by feet- under which individual choice results in a Pareto efficient outcome. Since then, a wealth of literature surrounds this hypothesis both from an empirical and a theoretical point of view, but not in a behavioral framework. In this paper we 

test, with a laboratory experiment, two specific aspects of the Tiebout’s argument: if people sort themselves on the basis of their individual preferences on local public goods and if the displacements’ effect is to increase the social welfare. The frame will be the following: the first paragraph will provide a review of the main theoretical and empirical streams of research originated by Tiebout’s argument. The second paragraph will prepare the laboratory setting, by defining the design and the experimental hypotheses. In the third paragraph, experimental results will be analyzed.
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